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lideast  tensions.  Gas-guzzling  4x4s. 
'hird  Worlders  dreaming  of  cars.  Is  an 
il  crisis  on  the  way?  No.  Here's  why. 
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ALTH      CARE  ISN'T 
BRAIN  SURGERY. 
WERE     THAT  EASY 


Ahoiil  the  only  aspect  of  the  health  caie  debate  anv  two  ])eo|)le  might  at^iee  on  is  that 
the  system  needs  work.  Some  might  sav  eonsideiahU'  work.  That  said,  we'd  lik<'  to  weigli 
in  witli  a  few  ideas  of  our  own  since  we're  aclualK  in  the  position  lo  do  something  alxuit 
it.  ■  First  ol  all,  the  |)aramount  focus  (if  health  care  nuisl  he  (piality.  It  should  he  the  oidy 
reason  we're  in  this  husim^ss  — to  Indp  raise  the  (pialilv  ol  care  not  pist  lor  (uii  mendiers, 
hut  *or  all  Americans.  Whicdi  is  vvhv  we're  working  to  enable  a  le\el  ol  health  care  ne\er 
available  under  the  (dd  lee-for-service  system.  ■  Of  course,  we  can  t  do  this  alone. 
So  we're  joining  w  illi  acailcmic  inediciiir  to  make  the  svstem  better.  riiatV  the  reason  we've 
pioneered  and  allocated  $1.5  million  to  luiid  the  Academic  Medicine  and  Managed 
Care  Forum.  An  ongoing  gathering  ol  our  experts,  anil  those  Irom  more  than  -iO  ol  the 
nation's  leading  universities  and  leac  hing  hospitals.  Iin  biding  .bdiiis  Hopkins,  'iale, 
Emory.  Bavlor  and  Stanford.  Together,  we're  seeking  new  ways  to  rea(  h  out  and  hel|) 
make  sure  patients  get  the  health  care  they  need.  ■  Already,  we  send  tinudy  reminders 
that  encourage  members  to  see  their  doctors  lor  i mmun i/al  ions  to  |)reveiit  illness  and 
to  get  screenings  that  help  phvsicians  diagnose  disease  earl\  enough  to  do  something 
about  it.  II  at  first  the\  don't  respond,  we  remind  and  remind  again.  ,|ust  one  result  is  a 
significant  reduction  in  late-stagi-  breast  cancer.  ■  To  bettt-r  manage  cliKniic  diseases, 
we've  created  outreac  h  ellorts  that  have  reduced  asthma  emergencies  GO'/c  promoted 
eyesight-saving  laser  thera|)y  lor  diabetics  and  impid\ed  the  cpialitv  of  file  lor  people 
with  congestive  heart  lailure.  ■  In  case  ol  rare  illness,  our  \ali<nial  Medical  Kxcelleiice 
Program  assigns  a  nurse  case  manager  who  coordinates  access  to  some  ol  the  nation's 
leading  specialists  and  hospitals,  when  a|ipiopriate  care  is  not  available  localU.  It's  oui- 
|)olicy  and  it  should  be  everyone's.  ■  Frankly,  there's  more  work  to  be  done.  And  with 
the  stakes  so  high,  we're  obligating  ourselves  to  do  more  than  our  share  ol  it.  Because  no 
matter  how  complex,  it  has  never  been  our  policx  to  turn  our  back  on  a 
problem.  Whether  it's  that  of  a  jiatient.  or  ol  an  entire  health  care  system.  US  Healthcare 
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1.  AmeriServe  wanted  to  acquire  the  food  service  operations  for  PepsiCo's  chai 
restaurants.  ^      ■.  .  :  ■  ■ 

2.  Bank  of  America's  solution  was  a  creative  three-part  acquisition  financing 
package  totaling $1.1  billion.  -iv^ . 

3.  Its  most  innovative  feature:  integrating  securitization  of  the  assets  of  both  fi 
.  organizations  into  the  original  financing  solution,  allowing  AmeriServe  to  benifn 

from  the  off-balance-sheet  treatment  of  the  asset  securitization  from  day  on. 

4.  Under  tight  deadline,  BofA's  team  solely  arranged  the  $250  million  asset  sedri 
zation  facility;  structured  and  syndicated  $355  million  in  senior  credit  facilitie.; 
and  co-managed  $500  million  in  high-yield,  10-year  senior  subordinated  not s 

5.  Transaction  completed,  AmeriServe  emerged  as  the  nation's  largest  food  syssi 
distributor  to  chain  restaurants.  -        ^.  '.y^'^ 


,  ^  ■  -'- 


Bank  of  America 


www.bankamerica.com 


natamy  oiMmM 


case  study  #11  /  ^AmeriServe 


'innovation  in  motioal' 


*Securities  services  were  provided  by  BancAmerica  Securities,  Inc.,  the  registered  broker  dealer  subsidiary  of  BankAmerica  Corporation. 
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EDITED  BY  LARRY  LIGHT 


EXECUTIVE  SWEETS 


UST  THANKS  FROM  COKE 


THE  LATE  ROBERTO  COIZUETA 

was  the  first  ceo  to  accumu- 
late more  than  $1  biUion  in 
pay  during  his  tenure.  The 
Coca-Cola  chief  earned  about 
$1.4  billion  during  his  16 
years  as  CEO — about 
$87.6  million  a  year. 

That's  not  all.  Up 
to  $1.26  billion  of  his 
pay  had  been  defended 
or  restricted  until  his 
retirement  or  death. 
And  his  Oct.  18  death 
poses  an  intriguing 
challenge  for  the  In- 
ternal Revenue  Ser- 
vice.  This  year,  Coca-Cola  is 
expected  to  take  a  $1  bilhon- 
plus  corporate  tax  deduction 
on  its  payout  to  Goizueta's 
estate.  "It  would  be  the  sin- 
gle largest  tax  deduction  for 
executive  pay  ever,"  says 
Graef  "Bud"'  Crystal,  the 
compensation  consultant. 

The  payout  won't  hurt 
earnings  because  charges 
against  the  piled-up  bonuses 
and  restricted  stock  already 
were  taken  in  past  years.  But 


P  1 

always 

m 


the  tax  deduction — if  allowed 
by  the  iRS,  which  recently 
challenged  the  deductibility  of  a 
$125-million  option  gain  for 
Columbia/HCA's  Thomas  Frist 
—could  help  boost  Coke's  1997 

  net  income.  Last  year,  it 

paid  $1.1  billion  in  taxes 
on  $4.6  billion  in  operat- 
ing earnings.  Coke 
doesn't  dispute  the 
numbers  but  notes  the 
stock  siu'ged  imder  Goi- 
zueta.    John  A.  Byrne 


GAINS  TO 
GOIZUETA'S  ESTATE 


IN  MILLIONS 


Restricted  stock  $674 

Tax  reimbursement  on 
restricted  stock  126 

Delayed  bonuses  and 
tax  reimbursement  300 

Stock-option  gains  162 

TOTAL  $1,262 

DATA  GRAEF  CRYSTAL 


l-WAY  PATROL 

SILICON  ALLEY 
STRUTS  ITS  STUFF 

POOR  SILICON  VALLEY.  THE 

denizens  of  New  York's  mul- 
timedia scene  get  no  respect, 
especially  from  their  well-fi- 
nanced fellows  in  Silicon  Val- 
ley— who  view  them  as  hip 
but  commercially  hopeless. 
Ti'ue,   many   New  York 


new-media  outfits  are  strug- 
gling. Yet  a  new  study  by 
Coopers  &  Lybrand  finds  the 
nearly  5,000  new-media  com- 
panies or  corporate  divisions 
in  Greater  New  York  are 
alive  and  Rollerblading. 
They're  expected  to  pull  in 
some  $.5.7  billion  in  revenues 
this  year,  a  33%  annual 
hike — and  $2.8  billion  in  just 
the  city.  Gotham's  new- 
media-ites  employ  32,000, 
more  than  TV  broadcasting. 
The  study  doesn't  quanti- 
fy profits  since  many  fitms 
,  "  are  private.  Of  the  5,000 
firms,  83%  have  less 
than  $1  million  in 
sales.  The  biggest  ($5 
million-plus),  such  as 
Sony  Onhne  Services, 
make  72%  of  the  local 
money.        Amy  Cortese 


T 

TALK  SHOW  USome  will  ask:  'Haven't  we  seen  this  movie  i 
before?  Why  didn't  we  do  this  a  year  ago?'  That  was  then,  thi  i 
is  now.  ? )  — AT&T  Chairman  Robert  Allen  announcing  the  appoint  ft 
meat  of  successor  Michael  Armstrong,  who  was  passed  over for  the 
post  a  year  ago 


WILD  BLUE  YONDER 

A  UNION  WITH  A 
POISON  PILL 

COMPANIES  HAVE  USED  POISON 

pills  for  years  to  protect 
against  hostile  takeovers. 
Now,  in  a  novel  twist,  a  labor 
union  is  doing  it. 
The  provision  is 
part  of  the  con- 
tract the  Air  Line 
Pilots  Assn. 
recently  struck 
with  us  Airways 
Group.  The  pact 
allows  company 
Chau'man  Stephen 
Wolf  to  slash  costs, 
which  he  says  is 
necessary  to  spur  growth  by 
buying  400  new  planes. 

Skeptical  pilots  suspect 
Wolf  really  is  gussying  up  the 
carrier  for  sale.  So  they  won 
a  clause  in  the  contract  call- 
ing for  us  Airways  to  pay 
the  union  $250  million  if  a 
buyout  "adversely  impacts" 


them.  Any  buyer  would  lia 
to  cough  up  some  5%  of  t 
au'line's  $5  billion  market  ca 
That,  says  Paine  Webber  an 
lyst  Sam  Buttrick,  would 
"a  factor  but  not  a  det 
breaker"  for  an  acquirer. 

The  point,  says  the  pilo 
chief  negotiator,  Chiis  Beet 
isn't  so  much 
block  a  merg 
as  to  "get  us 
seat  at  the  tabl 
if  one  is  pen 
ing.  The  uni 
wants  to  preve 
a  merger  frc 
hurting  pilots 
niority  ranking 
which  determip^ 
where  they  fiy  aj' 
how  much  they  earn.  T 
pact  also  lets  us  Airways 
duce  the  pilot  payment 
$200  million  by  gi'anting  th^ 
a  boai'd  seat,  as  the  union 
sought.  The  carrier  woi 
coinment  until  the  deal  is  r\ 
ified.  A  vote  is  expected 
Oct.  30.      Aaron  BemstA 


he  selling? 


CORNER  OFFICE 


FINALLY,  TWO  CHEERS  FOR  ADM'S  BOARD 


ARCHER   DANIELS  iMIDLAND 

has  for  years  been  a  favorite 
tai'get  of  shareholder  activists, 
upset  that  its  board  has  long 
been  made  up  of  insiders  or 
friends  of  feisty  Chairman 
Dwayne  Andreas.  But  lately, 
some  activists  ai'e 
heartened  by  the 
agribusiness  gi- 
ant's moves  to 
add  outsiders. 
It  has  added  a 
black  and  a 
woman  to  the 
board,  former 
U.  N.  Ambas- 
sador Andrew 
Young  and  agiibiz 
exec  Molhe  Hale  Caiter. 

At  adm's  recent  annual 
meeting — a  year  after  it  pled 
guilty  to  price-fixing — there 
were  no  denunciations  from 
the  floor.  Andreas  even  got 
a  standing  ovation  and  praise 
for  his  diversity  moves. 


ANDREAS:  Added  faces 


Meantime,  adm  and 
United  Brotherhood  of  C; 
penters  &  Joiners,  a  vo^ 
critic,  have  reached  a  deal 
bolster  the  company's  plei 
to  have  a  majority  of  im 
peiiilctits  on  the  13-mem' 
board.  (By  ad: 
count,  there 
seven  outsider) 
Critics  questin 
the  independeie 
of  outsiders  ^\,o 
have  busimiB 
ties  to  adm.  P 
independent  *- 
rectors,  vno 
make  up  the  c- 
porate  gov- 
nance  committee,  will  nv 
rule    whether    those  ts 
should  disqualify  membes. 
Others,  such  as  the  Califora 
Public  Employees'  Reti;- 
ment  System,  want  an  e\n 
sti'icter  i-ule:  no  business  t-s 
at  all.     Richard  A.  MelcT 
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The  Intel  Pentiumill  processor. 


It  works  as  hard  as  you  do. 


It's  the  most 
powerful   1- 

Intel  processor    )  you  also  get  the  power  for  advanced 


available  today  and  it  was  designed 
with  both  your  current  and  future 
computing  needs  in  mind.  So.  not  only 
do  you  get  greater  performance  from 
traditional  business  software,  but 


applications  like 
e-commerce  and  video 
conferencing.  Most 
important,  you  get  the 
pentium^JI   headroom  you  need  to 


maintain  long-term  investment 
protection  as  your  computing 
needs  evolve.  The  new  Pentiunf  II 
processor  It  works  as  hard  as  you 
do.  To  find  out  more, 
visit  our  Web  site. 


>  www.intel.com/Pentlumll 


Intel « 

The  Computer  Inside." 


®  1997  Inlcl  Corporation   A^;  compared  to  Pentium*  proa-\\or-hased  s' 


IS  running  at  (he  same  speed 


Up  Front 


TAXING  MATTERS 


A  SWEET  DEAL  FOR  TAKEOVER  BAIT 


WALL  STREET  IS  SALIVATING 

over  a  little-noticed  coiut  rul- 
ing handed  down  this  sum- 
mer. Takeover  targets  can 
get  a  tax  break  on  the  fees 
their  securities  ftr-ms  charge 
to  fend  off  unwanted  suitors, 
says  the  Seventh  U.  S.  Cir- 
cuit Court  of  Appeals.  The 
Internal  Revenue  Service 
says  it  won't  appeal  the  deci- 
sion to  the  Supreme 
Court.  Tax  experts 
believe  the  iRS  is 
looking  for  another 
case  to  challenge  the 
Seventh  Circuit  niling. 

Meanwhile,  itt,  bat- 
tling Hilton's  advances, 
could  deduct  the  $20 
miUion  it  has  paid  Gold- 
man Sachs  and  Lazard 
Freres.  (On  Oct.  20,  itt 
agi'eed  to  be  bought  by  Star- 
wood Lodging  Ti-ust.)  Says 
Lehman  Brothers'  Robert 
Willens:  "Target  companies 
will  be  more  inclined  to  run 
up  expenses"  with  Wall 
Street  firms. 

The  ruling  concerned  the 


$12.5  million  in  fees  that 
A.  E.  Staley  Manufacturing, 
a  food-sweetener  outfit,  spent 
in  fighting  off  Tate  &  Lyle,  a 
British  sugar  refiner  Staley 
eventually  accepted  a  tender 
offer  in  1988 — and  then,  as  a 
Tate  &  Lyle  unit,  claimed  the 
fees  as  a  business  deduction. 
The  IRS  has  treated  takeover- 
related  fees  as  nondeductible 


capital  expenditures,  reason- 
ing that  they  resulted  in  a 
stronger  combined  business. 
There  was  no  distinction  be- 
tween buyers'  and  targets' 
fees.  The  Seventh  Circuit, 
though,  has  cai'ved  out  an  ex- 
ception for  targets,  saying 
their  fees  are  used  to  save  a 
company  fi'om  destruction.  □ 


FOOD  FIGHT 

FEEL  FREE 

TO  EATTHEOINK 

HEALTH-CONSCIOUS  EUROPEAN 

Union  officials  are  banning 
two  age-old  delicacies  that 
might  challenge  American 
palates.  But  makers  of  these 
■^preadables — one 


made  from  pig  brains,  the 
other  from  pigs'  spinal-cord 
lard — say  they  won't  comply 
with  the  rule,  which  goes 
into  effect  on  Jan.  1.  The 


EU  is  threatening  to  sue. 

The  ban  stems  from  con- 
cern over  mad-cow  disease,  a 
fatal  ailment  transmitted  by 
some  British  beef.  Says  the 
EU's  Johan  Reyners:  "Animal 
heads  and  spinal  cords  are 
risky  materials."  The  ban  is 
part  of  the  EU's  push  for 
more  hygienic  food. 

Despite  the  EU's  concerns, 
the  two  delicacies  remain 
popular.  In  France  and 
Belgium,  people  appreciate 
that  tete  pressee  (the  pig- 
brain  pate)  is  "made  with 
lots  of  artistry,"  according 
to  Koen  Vangoedsenhoven 
of  the  Belgian  Charcuterie 
Assn.  And  in  northern 
Italy,  folks  love  to  spread 
lardo  di  Colonnata  on 
toast,  with  a  slice  of  tomato. 
Producers  say  there's  no 
record  that  these  traditional 
products  have  ever  caused 
haiTO.        William  Echikson 


DRAWN  &  QUARTERED 


u's  Tite  GpeeN&p^K  BOY. 

L^9T  Ht/ikR. 


mm 


CAR  TALK 

THEIR 

FAIR  LADIES 


SEX   APPEAL   IS  COMING  TO 

the  Tokyo  Motor  Show,  just 
as  American  extravaganzas 
head  the  other  way.  Until  a 
few  yeai's  ago,  women  in  low- 
cut,  skintight  dresses  intro- 
duced new  vehicles  in  the 
U.  S.  shows.  But  in  a  shift  dic- 
tated by  feminist  sensibilities, 
they  often  now  are  clad  in 
more  demiu'e  clothes. 

The  approach  at  this  year's 
Tokyo  show,  starting  Oct.  25, 
has  changed  because  sales  in 
Japan  are  stalling.  Japanese 
carmakers  are  jazzing  up 
their  booths  to  spark  inter- 
est. Motor-show  budgets  for 
1997  are  up  as  much  as  50%, 
to  cover  costs  of  professional 
dancers  and  larger  displays. 

The  Toyota  models,  called 


the  Toyota  Pretties,  or 
wore  long-sleeved  blous 
and  long  skirts.  This  ye 
they're  in  miniskirts  and  | 
go  boots.  And  the  Niss 
Fair  Ladies,  also  in  sh( 
skirts,  are  baring  th 
midriffs.  Says  Nissan  mo^ 


ALLURE:  I'mintu  I'irtties 

Wakana  Shimizu:  "I  h£ 
been  doing  sit-ups  to  w< 
this  outfit."  The  models,  v\ 
previously  just  gave  a  s{ 
about  the  car,  now  dance  £ 
act  in  skits.  Emily  Thorm 


THE  BIG  PICTURE 


TIME'S  A  WASTIN'       Corporations  are  spending 
serious  money  resetting  their  computers  for  the  year 
2000.  Some  industries,  such  as  banking,  are  spending 
less  because  they  started  earlier.  p^pcENT  of  information 

TECHNOLOGY  BUDGET  ALLOCATE 
■  1997  m\m'  B1999* 

BANKING  AND 
FINANCIAL  SVCS. 

INSURANCE 
ENERGY 
HEALTH  CARE 

MANUFACTURING 

RETAIL  AND  I 
DISTRIBUTION  | 

•PROJECTED      0       3       6       9  12 


FOOTNOTES  Small  businesses  that  offer-  a  r-etirement  plan:  34%;  those  that  say  they  never  will:  23% 
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DATA.  FIDELITY  INVESTMENTS  INSTITUTIONAL  SERVICES 


j  (Siaa/  Moi  leiecommunicaiions  Lorporation  am  ngnis  reservea.  is  ims  a  greai  iime,  or  wnat'  is  a  service  marKCrrlpl-l,  Savings  refers  to  A[&|  piivate  line  v;,  fwv 
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MCI  would  like  to  dispel  the  myth  that  to  get  the 
latest  network  technology,  you  have  to  throw  out  the 
baby  with  the  bathwater 

Because  now  MCI  can  help  your  business  build  one 
virtual  nerv\'ork  that  can  support  your  intranet,  extranet 
and  existing  SNA  applications. 

Think  of  the  money  you'll  save  by  eliminating  the 
need  for  private  lines. 

And  the  time  you'll  save  by  having  only  one 
network  to  manage. 

What's  more,  MCI's  virtual  network  gives  you 
bandwidth  on  demand  to  handle  fluctuating  traffic 
and  also  lets  you  prioritize  data  flow. 

Visit  www.mci.com  or  call  1-800-659-5479  and  find 
out  why  the  only  thing  you  need  to  get  rid  of  is  your 
old  way  of  doing  things. 


Is  this  a  great  time,  or  what? 


There's  a  word 
For  those  who  think 
they  have  to  dump 
their  SNA  network 
to  get  things 
like  intranets 
and  Web  sites. 


MCI 


Otis 


Carrier 


Pratt      &  Whitney 


S  i  k  0  r  s 


A.  Power,  economy,  reliability. 


B.  Economy,  reliability,  power. 


C.  Reliability,  power,  economy. 


You  have  to  nail  all  three. 

That's  why  the  Pratt  &  Whitney  PW4084  was  the  first  engine  ever  fully 
certified  —  allowed  to  power  the  big  Boeing  777  across  an  ocean  —  from  day  one 
of  its  commercial  use. 

And  more  than  a  year  ahead  of  the  competition. 

The  fact  is,  the  PW4084  entered  service  as  the  most  powerful  engine  in 
commercial  aviation.  A  fw/n-engine  aircraft  like  the  777  can  fly  for  more  than  three 
hours  on  a  single  PW4084. 

Over  2,500  hours  of  rigorous  testing  proved  this  new  engine's  power  and 
reliability  —  plus  a  fuel  efficiency  that  will  help  airlines  turn  a  profit  even  in  highly 
competitive  markets. 

Talk  about  flying  colors. 


C%  United 
0  Technologies 


hUp;//www.googoo 
(Sinfolink/waad/chcitroom 
burp.com/ 


WHEN 
THEY 
SPEAK, 
YOU'D 
BETTER 
LISTEN. 


ttelllnfl  author  of 

lh9  DIgltalWmW'  introduces  you 
to  the  Net  Gener3!HJn«— the  children,  teens, 
and  young  adults  whose  Internet  culture 
is  a  new  force  to  be  reckoned  with  in 
the  global  economy. 

AVAILABLE  AT  BOOKSTORES  EVERYWHERE 

Visit  us  on  the  Web  at  wwwJwoksjiKgrawhilLcom 
or  www.growingupdigitaLcom 


Need  an  inventory  solution? 


We  have  one. 

Donating  your  excess 
inventory  earns  a 
generous  tax  write-off 
for  your  company. 
And  creates  college 
scholarships  for 
needy  students.  EAL 
can  convert  your 
donation  of  inventory 
into  financial  aid. 

A  GREAT  SOLUTION. 


Request  a  free  guide 
to  learn  more. 
Call  (630)  690-0010 
Fax  (630)  690-0565 
Email 

scholar@eduassist.org 


Educational 
Assistance  Ltd. 
P.O.  Box  302 1 
Glen  EUyn.  IL60138 


Excess  inventory  today . . .  student  opportunity  tomorrow 
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Readers  Report 


NO  SMOKE  OR  MIRRORS 

AT  UNION  CARBIDE  

Senior  winter  John  Byrae  expressed 
some  good  ideas  about  designing  incen- 
tive compensation  programs  for  execu- 
tives ("Smoke,  mirrors,  and  the  boss's 
paycheck,"  Management,  Oct.  13).  How- 
ever, a  more  thorough  reading  of  the 
material  that  he  was  sent  explaining 
Union  Carbide  Corp.'s  earnings-per- 
shai'e  compensation  progi-am,  along  with 
the  report  on  executive  compensation 
in  our  proxy  statement,  ought  to  have 
made  it  clear  to  him  that  we  have  just 
such  a  program. 

We  agi'ee  that  compensation  should 
be  based  on  "goals  set  against  an  in- 
dustry peer  group."  That  is  why,  sever- 
al years  ago.  Union  Carbide's  board 
adopted  a  plan  that  makes  competitive 
performance  measures  overwhelming 
factors  in  the  formula  dii-ectors  use  to 
determine  variable  compensation. 

As  one  of  the  participants  in  the  pro- 
gr"am,  I  can  assiu'e  you  that  the  incen- 
tive opportunity  and  pay-at-risk  ele- 
ments both  strongly  i-einfoi-ce  alignment 
of  management's  actions  with  the  inter- 
ests of  the  owners  of  our  shares. 

Joseph  S.  Byck 
Vice-President 
Union  Car-bide  Corp. 
Danbury,  Conn. 

HOW  EXCITE  S  REVENUES 

REALLY  STACK  UP  

As  CEO  of  one  of  the  most  heavily 
visited  networ'ks  of  sites  on  the  Inter- 
net, I  enjoyed  your  I'ecent  article  about 
Internet  advertising  "Web  ads  start  to 
click"  (Special  Report,  Oct.  6) — until  I 
got  to  the  charts  that  show  Internet 
advertising  spending  and  revenue  re- 
ported from  Jupiter  Communications 
Co.  I  am  concerned  your  report  can  be 
misinterpi-eted,  because  Jupiter  reports 
spending  by  company — but  revenue  by 
site. 

Excite  Inc.  owns  and  markets  thr-ee 
major  Inter-net  brands — Excite,  Web- 
Crawler,  and  Magellan — under  the  Ex- 
cite corporate  lunbrella.  In  the  data  that 
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CORRECTIONS  &  CLARIFICATIONS 

"A  new  chapter  for  Barnes  &  Noble?"  (Inside 
Wall  Street,  Oct.  13)  misstated  figures  on 
market  share  and  revenues.  The  correct  fig- 
ures are:  Barnes  &  Noble  Inc.  controls 
1314%  of  the  book  market  and  60%  of  the 
superstore  market.  Borders  Inc.  has  11%  of 
the  book  market.  Projected  revenues  for 
Amazon.com  for  this  year  are  $100  million 
to  $150  million.  In  addition,  the  story  said 
two  hedge-fund  managers  own  20%  of 
Barnes  &  Noble  stock.  That  included  11% 
of  Barnes  &  Noble  stock  that  has  been  held 
for  several  years  in  another  fund  controlled 
by  one  of  the  hedge-fund  managers. 

In  a  table  entitled  "Corporate  America's 
Global  Top  20  for  Nondegree  Study"  ("Cor- 
porate America  goes  to  school.  Special 
Report,  Oct.  20),  Harvard  University  should 
have  been  ranked  No.  4  in  finance,  not 
No.  44.  Massachusetts  Institute  of  Tech- 
nology was  rated  No.  1  in  information  sys- 
tems, research  and  development,  and 
manufacturing. 

"WorldCom;  Paper  tiger?"  (Finance,  Oct.  20) 
misstated  mci  Communications  Corp.'s 
estimated  revenues  for  1997.  They  are 
$19.8  billion,  not  $28  billion.  The  combined 
1997  revenues  of  WorldCom  Inc.  and  mci  are 
estimated  at  $28  billion. 


are  shown,  Excite  Inc.'s  estimated 
spending  is  recorded,  while  only  Ex- 
cite.com's  estimated  revenue  is  reflected. 
Hence,  a  hasty  comparison  of  Jupiter 
figiu'es  leaves  readers  misinfonned,  with 
an  incorrect  impression  of  Excite  Inc.'s 
position  in  the  overall  market. 

Had  Jupiter  been  consistent  in  its 
own  approach  by  reporting  figiu'es  on 
Excite  Inc.'s  corporate  revenue.  Excite 
would  have  been  con-ectly  represented 
in  your  hst  of  top  online  publishers  by 
revenue,  where  we  clearly  rank  in  the 
top  three. 

George  Bell 
President  and  ceo 
Excite  Inc. 
Mountain  View,  Calif. 
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A  DEPOSIT-AND-RETURN  POLICY 
MAY  SAVE  ALUMINUM  CANS 

Maybe  the  manufacturers  could  sU 
moi'e  aluminum  cans  if  they  marketd 
them  using  the  environmental  anjs 
("Wliat's  foiling  the  aluminum  can,"  Ts 
Coiporation,  Oct.  6).  In  places  that  ha^ 
no  deposit-and-return  requiremen 
plastic  bottles,  bags,  six-pack  rings,  a 
fast-food  packages  are  finding  then'  \\ 
in  increasing  numbers  into  stoiTn  drai: 
streams,  estuaries,  and  the  ocean.  (; 
the  other  hand,  in  the  Honolulu  ai 
Waikiki  area,  we  seldom  see  discard! 
aluminum  cans  because  the  bounty  pti 
for  collecting  them  is  worth  20c  or  mc 
per  pound. 

Eugene  P.  Dashi 
Project  Coordinat 
Ala  Wai  Canal  Watershed  Wat 
Quality  Improvement  Proje 
Honolui 

WE  DON'T  NEED 

A  NATIONAL  TEST'  

I'm  a  student  at  Thomas  Jeffers( 
Middle  School  in  Teaneck,  N.J.  I  sur 
mai-ized  a  recent  business  week  artic 
for  current  events  in  my  social  studi' 
class  ("Do  not  panic.  This  is  only  a  test 
Social  Issues,  Sept.  29). 

My  opinion  is  we  don't  need  a  n 
tional  test:  It  will  not  help  students  ; 
all.  For  example:  Does  a  car  go  fast( 
when  you  put  another  speedometer  c 
it?  Obviously,  no.  You're  just  measu 
ing  the  speed  again.  And  when  we  tal 
a  test,  it  measures  our  knowledge  c 
the  subject,  but  it  won't  help  us  g( 
more  knowledge. 

Ali  Mia 
Teaneck,  N. . 
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We  don't  believe  sorting  out  your 
)rkers' compensation  insurance  should 
a  workout.  Which  may  explain  why  so 
any  employers  choose  State  Fund. 
After  all,  we've  been  in  the  business  for 
■er  eighty-one  years.  Longer  than  anyone 
5e  in  California.  And  all  that  experience 
cans  that  our  people  are  better  trained  to 
•Qvide  you  with  the  most  comprehensive, 
orry-lree  workers' compensation  program 
mailable.  And  because  we  have  21  district 
fices,  the  kind  of  personalized  service  that 
leets  your  company's  specific  workers' 
^mpensation  needs  is  never  tar  away 

Being  close  at  hand  also  means  we  can 
ontmue  to  provide  you  with  more  than 
ou  expect.  Like  working  with  you  to  help 
revent  accidents,  as  well  as  being  right 
here  every  step  of  the  way  during  a  claim. 

For  more  information,  call  your  broker  or 
-888-STATE  FUND  toll-free.  Because  when  it 
omes  to  workers' compensation,  we'll  take 
are  of  absolutely  everything.  No  sweat. 


COMPENSATION 
INSURANCE 


FUND 

GET  MORE.  WORRY  LESS. 


EVER  SINCE  Alex  Martinez 

SWITCHED  TO  STATE  FUND, 

HE'S  SWEATING  OVER  SOMETHING 
OTHER  THAN  THE  DETAILS. 


Bypass 

the  home  shoppers,  the 
astrolog-y  forecasts, 
the  B&B  listingfs,  and  the 
300  teenag-ers  exchaugfing* 
hair  dye  recipes. 


Internet  for  business.  The  Internet 
is  an  incredibly  powerful  business  tool. 
Provided,  of  course,  your  employees 
can  get  to  it.  Instead  of  dialing  in  with 
modems.  Pacific  Bell  can  provide  a  dedicated 
connection  right  to  your  LAN. 

With  Dedicated  Access,  your  business 
can  have  high'speed,  unlimited  use  of  the 
Internet.  You  pay  a  fixed  monthly  cost 
regardless  of  how  many  users  are  connected 
and  how  much  time  they  spend  online. 
You  even  get  to  set  your  own  speed  limits. 
(After  all,  it's  your  road.)  To  learn  more 
about  dedicated  Internet  access  for  business, 
visit  our  Web  site.  . 

Call  now  for  up  to  3  free  months  of 
Dedicated  Access*  1-800-287- 8677  ext.  120 


PACIFIC^BELL 

INTERNET  SERVICES 

www.pacbell.net 
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[■  X  p  I   r  i  I.'  n  c  e     First      or      B  u  s  i  n  e  s  s     C  1  a  ,s  s     to      New     Y  o  r  k  , 

H  !)  >  t  o  n  ,   Washington,    1)  .  C  .  ,   and   Miami,  AmericanAirlines 

So> )  lethii  ig  peda/  h  i  the  ciirf 


First  Class  Service  In  The  Skies 
China  Airlines 


First  Class  Service  On  The  Seas 
Royal  Caribbean 


Choose  China  Airhnes  First 
Class  or  Business  Class  to  Asia  and  you're  on 
your  way  to  earning  a  luxurious  Royal 
Caribbean  cruise. 

En  route,  we'll  pamper  you,  serve  you 
award-winning  cuisine,  all  while  you  enjoy 

Taipei.  Taiwan,  R.O.C.  Ship's  Registries:  Norway,  Liberia 


the  latest  in  onboard  entertainment  systems. 

So  sit  back  and  relax.  You're  just  that  much 
closer  to  sailing  away  with  someone  special 
on  a  dream  cruise  from  Royal  Caribbean. 

All  this  thanks  to  China  Airlines  and  Royal 
Caribbean.  For  details,  contact  China  Airlines 
at  1-800-227-5118,  or  your  professional  travel 
agent.  For  you...  We  blossom  every  day. 


China  AiRtmES  |  /-vi. » 

http://www.china-ai(1ines,com/ 


The  W/r 

Odyssey 

begins 

here. 


"The  Ricochet 
modem  is  a 
well-designed 
product,  and 
the  service 
lives  up  to  its 
promises." 
— Windows 
Magazine, 
May  1997 


Network 


Introducing  the  most  important  productivity 
breakthrough  for  laptop  and  PDAs  since  the 
modem.  Imagine  being  able  to  send  and  receive 
e-mail,  access  the  internet  or  your  company  LAN 
— without  a  phone  line  for  a  flat  rate  starting  at 
$29.95  per  month  for  unlimited  usage. 

Check  your  e-mail  over  coffee  on  your 
couch,  the  porch  or  patio.  Check  stock 
prices  from  your  car  or  the  golf  course.  Check 
pricing  or  product  availability  on  your  company 
LAN  from  a  client's  lobby.  Enter  orders  from 
your  favorite  restaurant.  Read  the  news  or 
even  receive  a  fax  while  waiting  for  a  flight  at 
the  airport  — or  even  at  the  beach! 

Ricochet  makes  wireless  access  for  virtually 
any  laptop  and  PDA  fast,  easy  and  affordable. 

Log  on  to  the  Ricochet  Wireless  network  in  the 
morning.  Stay  on  all  day  long.  Unlimited  usage  is 
just  $29.95  a  month  — that's  less  than  $1.00  a 
day,  even  if  you  stay  logged  on  24  hours  a  day. 
Seven  days  a  week. 

There's  never  a  wait  either — Ricochet  wireless 
service  means  no  phone  lines — no  busy 
signals.  Ricochet  isn't  just  fast,  its  secure.  State- 
of-the-art  spread-spectrum  frequency-hopping 
technology  changes  frequency  up  to  40  times 


To  order  call: 


I  800  GO  WIRELESS 

or  visit  us  at  www.rlcochet.net 

©1997  Metricom,  Inc  All  rights  Reserved  Offer  expires  12/31/97  *  Tfiree  free  months  with 
purchase  of  Ricochet  SE  modem  for  $349.00  plus  taxes.  See  map  for  coverage  area 


a  second  to  keep  your  communications  secure. 

Ricochet  has  been  proven  in  the  field  over 
one  million  hours.  Thousands  of  professionals, 
consultants,  and  hundreds  of  companies  in 
your  city  are  using  Ricochet  every  day  to  turn 

  downtime  into 

quality  time. The 
Ricochet  SE 
wireless  modem 
supports  PC  and 
Mac  as  well  as 
many  popular 
PDAs.  There's  even  a 
lifetime  limited 
warranty  on  the 
modem.  If  you're 
the  Ricochet  modem 
refund. 


When  you  turn  on  your  Ricochet  SE 
modem,  it  outomotically  begins 
communicating  with  the  Ricochet 
network  and  provides  indications 
to  tell  you  what  you're  doing. 

not  100%  satisfied,  return 
within  thirty  days  for  a  full 


Call  I  800  GO  WIRELESS  today  to  order  your 
Ricochet  SE  modem  for  $349.00  and  you'll 
receive  the  first  three  months  of  Ricochet 
service  absolutely  free.  That's  a  $90.00  savings! 
If  you  use  a  laptop  or  PDA,  you  owe  it  to 
yourself  to  experience  the  freedom 
of  Ricochet. 


VISA 


More  than  6.3  million  U.S.  households  now  diversify  their  irwestments  with  international  mutual  funds. 
Is  your  financial  house  in  order?  For  information  on  this  no-load  fund,  call  1-800-333-1001  Dept.  A801. 
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A.S.C.O. 

lod  in  the  Water  on  Wall  Street 

Frank  Partnoy 
rton  •  252pp  •  $25 


»ARTNOrS  COMPLAINT 
lBOUT  morgan  STANLEY 


k  fW^^S^^  Stanley  is  one  of  the 
m  I  most  prestigious  names  on  Wall 
T istreet.  Key  to  its  reputation 
i  profitability  are  its  close  relation- 
ps  with  many  governments  and  blue- 
p  companies.  The  firm's  name  has  re- 
itly  become  more  elaborate — Morgan 
inley,  Dean  Witter,  Discover  &  Co. — 
t  to  date,  it  has  remained  unsuUied. 
Frank  Partnoy,  the  author  of 
'.AS.  CO.,  says  that  shouldn't  be  so. 
ter  spending  just  over  a  year  at  Mor- 
a  Stanley  as  a  27-year-old  associate 
10  structured  and  sold  derivatives, 
rtnoy  says  the  firm  isn't  living  up  to 

reputation.  The  Yale  Law  School 
aduate's  insider  account  of  his  time 
;re  alleges  that  Morgan  Stanley  bilked 
customers  by  selling  them  costly  and 
ngerous  derivatives. 
Partnoy's  goal — laying  bare  possible 
Iden  truths — is  admirable.  But 
.A.S.C.O.  is  no  Liar's  Poker,  Michael 
wis'  hilarious  account  of  the  Salomon 
others  Inc.  trading  floor  in  the  1980s, 
isides  its  shortage  of  humor, 
/.  A.  s.  c.  0.  is  weighed  down  by  an 
mest  mission:  to  warn  readers  about 
rivatives.  His  tales  of  trading-room 
tics — such  as  how  a  trader  at  cs  First 
iston,  Partnoy's  first  employer,  paid  a 
:retary  $500  to  eat  a  pickle  drenched 

hand  cream — are  secondary  to 
igthy  explanations  of  the  derivatives 
Id  by  Morgan  Stanley  and  his  recap  of 
cent  derivatives  disasters. 
Partnoy  tries  hard,  but  few  subjects 
e  as  boring  as  derivatives.  He  offers 
idence  that  it  is  insane  for  public  pen- 
)n  funds  and  small  Midwestern  insui-- 
ce  companies  to  buy  complex  deriva- 
^es.  He  does  a  good  job  of  explaining 
w  derivatives  let  companies  end-nm 
?al  regulations  and  how  they  ai'e  often 
t  what  they  appear  to  be.  And  Part- 
■y  reveals  that  from  1993  through 
95,  70  people  in  the  Derivative  Prod- 
ts  Group  made  $1  billion  for  Morgan 


Stanley — implying  it  couldn't  have  made 
that  much  without  aggi'essively  selling 
products  its  clients  didn't  need.  Morgan 
Stanley  has  issued  a  general  statement 
saying  the  book  is  "a  combination  of  in- 
accuracies and  sensationalism." 

It's  hard  to  believe  Partnoy  fabricat- 
ed such  an  elaborate  portrayal  of  him- 
self and  his  colleagues  as  fee-hungry 
hooligans  with  little  regard  for  their 
customers.  But  the  author  provides  little 
hard  evidence  that  Morgan  Stanley  sys- 
tematically mistreated  its  customers  by 
selling  them  garbage  prod- 
ucts. He  describes  financial 
instruments  that  Morgan 
Stanley  created  and  sold, 
such  as  repackaged  asset  ve- 
hicles (rays),  and  principal 
exchange  rate  linked  securi- 
ties (PERLS).  It's  a  mystery 
why  anyone  who  understood 
these  risky  and  complex  ve- 
hicles would  buy  them.  But 
Partnoy  doesn't  give  exam- 
ples of  customers  who  lost 
money,  complained,  or  sued 
Morgan  Stanley  because  they  were 
harmed  by  these  deals.  In  fact,  in  one 
trade  where  the  fii-m  collected  an  as- 
tounding $75  million  fee,  Partnoy  says 
the  customer  made  big  money  as  well. 

Partnoy  also  alleges  that  "Morgan 
Stanley  careftilly  cultivated  this  ui-ge  to 
blast  a  cUent  to  smithereens."  The  title, 
F.  I.  A.  s.  c.  0.,  stands  for  "Fixed  Income 
Annual  Sporting  Clays  Outing,"  which 
was  a  company  party  that  he  and  his 
colleagues  attended  one  year.  Partnoy 
says  "shooting  doves  or  clay  pigeons 
was  excellent  training  for  the  even  more 
exhilarating  real-life  kill,  when  the 
shrapnel  of  a  complex  fijiancial  instin- 
ment  tore  through  a  wealthy,  unsus- 
pecting human  pigeon."  Huh?  Could  it 
be  that  shooting  clay  pigeons  is  just  an 
amusing,  macho  thing  to  do? 

The  author  fiuther  suggests  that  a 


"violent"  culture  extends  all  the  way 
up  the  ladder,  to  Morgan  Stanley  Pres- 
ident John  Mack.  But  Partnoy  had  no 
contact  with  Mack,  and  all  of  his  evi- 
dence for  this  assertion  is  hearsay.  Nor 
is  Partnoy's  argument  for  Morgan  Stan- 
ley's "feral"  atmosphere  compelling.  At 
one  point,  he  describes  how  one  of  his 
bosses  placed  on  his  desk  a  photo  of 
two  rabbits  from  a  guns-and-ainmo  mag- 
azine with  the  inscription,  "Hi,  Frank!" 
Partnoy's  inteipretation:  He  "must  have 
wanted  to  make  it  clear  to  me  that  I 
needed  to  be  able  to  shoot  those  bun- 
nies right  between  the  eyes,  without 
hesitation.  The  bunnies  were  no  differ- 
ent fi'om  our  derivatives  customers." 

Compare  that  leap  of  logic  with  a 
much  more  dii-ect  quote  fi"om  a  Bankers 
Tinst  trader,  contained  in  papers  from 
Procter  &  Gamble's  lawsuit:  "What 
Banker's  Trust  can  do  for  Sony  and  IBM 
is  get  in  the  middle  and  rip  them  off." 

Partnoy  also  reports  being  incredu- 
lous when  he  first  heard  the  phrase, 
"ripping  a  client's  face  off." 
For  better  or  worse,  that's 
established  Wall  Street  trad- 
ing-room vernacular.  In 
Liar's  Poker,  Michael  Lewis 
describes  a  similar  moment 
in  his  Salomon  Brothers 
training  class.  "  'The  f — ing 
ft"ogs  are  getting  their  faces 
ripped  off,'  said  the  Human 

Piranha  " 

After  close  reading,  it's 
hard  to  avoid  feeling  that 
Partnoy  is  not  being  com- 
pletely honest.  Employing  cautiously 
worded  statements,  he  seems  to  be 
stretching  his  somewhat  skimpy  experi- 
ence over  too  large  a  set  of  allegations. 
This  sleight  of  hand  shows  up  even  in 
small  matters:  To  make  his  point  that 
Moi'gan  Stanley  had  a  prime  midtown 
Manhattan  location,  he  says  its  build- 
ing overlooked  "the  famous  Rockefeller 
skating  rink."  It  doesn't — the  rink  is 
down  the  street. 

But  even  if  it's  exaggerated,  Part- 
noy's complaint  does  capture  the  preda- 
tory, dog-eat-dog  chmate  of  Wall  Street. 
Ultimately,  the  author's  guilty  conscience 
drove  him  out:  He  is  now  a  law  profes- 
sor in  Califomia.  Earnest  young  mbas 
should  take  warning. 

BY  LEAH  NATHANS  SPIRO 
Associate  Editor  Spiro  covers  invest- 
ment hanking  for  BUSINESS  week. 


DID  THE  FIRM  SELL  ITS  CUSTOMERS  GARBAGE 


PRODUCTS?  THERE'S  LITTLE  HARD  EVIDENCE 


BUSINESS  WEEK  /  NOVEMBER  3,  1997  15 


  No  endorsement  can  make  you  feel  comfortable  unless 

^  It  comes  from  a  credible  source.  And  with  one  major 


corporation  after  another  switching  to  Gateway  2( 
that's  exactly  what  you  get. 
Like  you.  other  corporate  IS/IT  managers  needed  business 
computers  specifically  designed  to  meet  their  needs  and 
exceed  their  expectations.  So  that's  precisely  what  we  gave  them. 

For  starters,  the  E-Series  desktop  line  meets  manageability  head- 
on  with  features  like  stable  network-ready  platforms, 
DMI  compliance  and  LANDesk  Client  Manager.  So  your 
company  can  grow  at  its  own  pace. 

And  no  one  in  the  industry  can  match  the  degree  of 
modularity  offered  by  Gateway'"' Solo"'"' portable  computers. 
Now,  not  only  can  you  switch  components  individually  with 
one  product,  you  can  also  switch  components  across  the  cunent 
Gateway  Solo  line. 


We  also  have  a  full  line  of  servers  that  are  amono  the  indi : 
leaders  in  fault-tolerance  capabilities.  And  each  servt 
equipped  with  components  that  allow  for  easy  scaleabiln 
memory  and  expansion  in  network  size.  So  if  your  com] 
grows  from  30  employees  to  3,000,  now  your  network  can 

Of  course,  our  fuO  line  of  workstations  can  grow  with  yc 
well.  Each  workstation  is  certified  with  Microsoft  Window; 
and  leading  application  software.  And  each  one  feav 
industiy-leading  graphic  power  which  provides  you 
uncompromising  performance. 

The  way  we  see  it,  when  it  comes  to  business  compi; 
we  won't  stop  until  we're  the  leader.  So  give  us  a  call,  and  e 
put  you  in  touch  with  one  of  our  sales  representat 
They'll  be  happy  to  answer  all  your  questions.  Of  co 
you  could  also  talk  to  our  friends  at  Union  Pacific,  C: 
Spray,  Hughes  Defense  Communication  ... 


On  r  't 


Ilion  contract. 


Pipelined  Burst  Cache  ■  EV500  ,28  Screen  Pitch  15"  Monitor  (1,19"  viewable)  ■  Integrated  PCI  Video  with  2MB  DRAM  ■  1  2CB  EIDE 
Hard  Dnve  "3.5"  Diskette  Drive  ■  16-Bit  Sound  Blaster"  Compatible  Business  Audio  ■  Integrated  10/100  Fast  Ethernet  "E-Scries  Low- 
Profile  Desktop  Case  •  104'  Keyboard  &  Mouse  ■  Microsoft"  Windows'  95  •  Desktop  Management  Interface  (DMI)  1  1  Compliant  ■ 
Intel  lANDesk"  Client  Manager  3,01  SI099  Business  Lease  •$40/mo 

MllOSE  Mainstream  Network-Ready  Desktop.  Intel  233MHz  Penuum' ll  Processor  with  MMX  Technology  •  32MB  SBRAM  • 
Integrated  512K  I'lpclined  Bur^t  Ldchc  EV7(K)  23  Screen  Pitch  17"  Monitor  (15  9"  viewable)  •  AccelGtaphics'  Pcrmedia'  2  32-Bit  AGP 
with  8MB  SCRAM  ■  32GB  Ultra  ATA  Hard  Dnve  ■  12X  CD-ROM  Dnve  and  3,5"  Diskette  Dnve  ■  3Com'  Ethernet  Adapter  ■  E-Senes 
Mid-Tower  Case  (shown  with  desktop  case  option)"  104"  Keyboard  and  MS'  IntelliMouse"'"  MS  Windows  95"  (DMI)  1,1  Compliant 

■  Intel  LANDesk  Client  Manager  3  01  •  Gateway  Gold  "  Service  and  Support  for  E-Senes  PCs'  SI999  Business  Lease  'SZS/mo, 

E-3110XL  High  Performance  Network-Ready  DesktOp«  Intel  300MHz  Pentium  II  Processor  with  512K  ECC  Cache  ■  64MB  SDRAM 

■  EV900  ,26  Screen  Pitch  19"  Monitor  (18"  viewable)  •  AccelGraphics  Pemiedia  2  32-Bit  AGP  with  SMB  SGRAJvl  ■  6  4GB  Ultra  ATA 
Hard  Dnve  ■  12X  CD-ROM  Drive  and  3,5"  Diskette  Dnve  •  3Com  Ethernet  Adapter  ■  E-Scnes  Mid-Tower  Case  ■  104'  Keyboard  and 
MS  IntelliMouse"  MS  Windows  95"  (DMI)  1.1  Compliant"  Intel  LANDesk  Client  Manager  3,01  "Gateway  Gold  Service  and  Support 
for  E-Senes  PCs'  S2999  Business  Lease  1110/mo 


E-5002  Technical  Workstation  "  Intel  300MHz  Pennum  ll  Processor  (expandable  to  two  processors)  ■  128MB  ECC  SDRAM  "  EV90(1 
26  Screen  Pitch  19"  Monitor  (IB"  viewable) "  SMB  AccelGraphics  Pemiedia  2  ACP  Graphics  Card  •  Seagate'  9GB  10,000  RPM  Ultra 
Wide  SCSI  Hard  Dnve  "  12X  SCSI  CD-ROM  Dnve  and  35"  Diskette  Dnve  "  3Com  10/100  PCI  Ner.vork  Card  ■  E-Senes  Workstation 
Tower  Case  ■  104' Keyboard  &  MS  IntelliMouse  "  Intel  LANDesk  Client  Manager  3  0>  MS  Windows  NT'  4  0 
S4999  Business  Lease  '$183/mo  CDRS-03  32.42 

Gateway  Solo  2300  Portable"  I2.I"  SVGA  TFT  or  SVGA  DSTN  Color  Display  •  Intel  Pentium  Processor  with  MMX  Technology 
up  to  233MH:  ■  SDRAM  Expandable  to  192MB  ■  256K  Pipelined  Burst  Cache  "  128-Bit  Graphics  Accelerator  w/64K  Colors  "  Up  to 
4GB  Hard  Drive  "  Modular  3,5"  Diskette  Dnve  "  Modular  6X  min/llX  max  CD-ROM  Dnve  ■  16-Bit  Wavetable  Sound  &  Stereo 
Speakers  "  NiMH  Battery  &  AC  Pack  or  a  12-Cell  Lidiium  Ion  Battery  &  AC  Pack  •  85-Key  MS  Windows  95  Keyboard  "  Carrying 
Case  ■  NTSC/P/\L  Video  Out  •  USB  Ports  &  Zoomed  Video  ■  MS  Windows  95  or  MS  Windows  NT  4,0  "  MS  Works  95  or  MS  Office 
97.  Small  Business  Edition  plus  Bookshelf '  96  "  LapLink'  for  Windows  95  S:  McAfee'  VirusScan  "  Gateway  Gold  Sereice  and  Support 
for  Portable  PCs  Prices  starting  at  $2099  (Quantity  l)  Business  Lease  '$77/mo. 

Gateway  Solo  9100  Portable  "  13.5"  XGA  TFT  Color  Display  (IO24  x  76S  resolution)  •  Intel  Pentium  Processor  with  MMX 
Technology  via  Intel's  Mobile  Module  (1  M  M  )  ■  SDRAM  Expandable  to  192MB  ■  Lip  to  512K  Cache  "  4MB  EDO  Video  RAM  (1280 
X  1024  extemal) "  Up  to  5GB  Hard  Dnve  ■  Removable  Combo  6X  min/1  IX  max  CD-ROM  &.'  3,5"  Diskette  Dnves  ■  Premium  Sound 
System  w/16-Bit  Wavetable  Sound  &  Yamaha'  Stereo  Speakers  •  12-Gell  Lithium  Ion  Battery  &  AC  Pack  ■  Full  88-Key  MS  Windows 
95  Keyboard  "  Carrying  Case  •  NTSC/PAL  Video  Input  S;  Output  ■  USB  Ports  Si  Zoomed  Video  "  15-Pin  MIDI/Game  Port  "  MS 
Windows  95  or  MS  Windows  NT  4  0  ■  MS  Works  95  or  MS  Office  97,  Small  Business  Edition  plus  Bookshelf  96  "  LapLink  for 
Windows  95  &  McAfee  VmsScan  •  Gateway  Gold  Sereice  and  Support  for  Portable  PCs  Prices  Starting  at  $3499  (Quantity  1) 
Business  Lease  '$128/mo, 

NS7002  Workgroup  Class  Server"  Intel  SOOMHz  Pentium  ll  Processor  with  512K  Cache  (expandable  to  two  processors)  ■  Error- 
Checking  and  Cortccnng  Memory  Subsystem  widi  64MB  RAM  •  Several  RAID  Upgrades  Available  ■  4GB  Ultra  Wide  SCSI  Hard  Drive 
"  12X  SCSI  CD-ROM  Dnve  and  3.5"  Diskette  Drive  "  3Com  10/100  Ethernet  Adapter  ■  Seven-Bay  Server  Tower  Case  "  325-Watt 
Power  Supply  "  104'  Keyboard  &  Microsoft  IntelliMouse"  InforManager"''  Sen'er  Management  System  with  ActiveCPR  Processor 
Protection  S3299  Business  Lease  '$12l/mo. 

NS-8002  Department  Class  Server"  lntel300MHz  Pentium  ll  Processor  with  512K  Cache  (expandable  to  wo  processors)  ■  Ertor- 
Checking  and  Correcting  Memory  Subsystem  with  128MB  RAM  "  Quick  Hot-Swap  (QHS)  RAID  Storage  System  with  Three 
Channel  Controller  "  Tliree  Hot-Swappable  4  2GB  SCA  Haid  Dnves  ■  I2X  SCSI  CD-ROM  Drive  and  3  5"  Diskette  Dnve  " 
3Com  10/100  Ethemet  Adapter  ■  Thirteen-Bay  Server  Tower  Case  •  Dual  565-Watt  Redundant  Power  Supplies  with  Loadshare 
Capability  "  104'  Keyboard  f;  MS  IntelliMouse  "  InforManager  Server  Management  System  with  ActiveCFR  Processor  Protection 
$7999  Business  Lease  ■$2«/mn 

NS-9006  Enterprise  Class  Server"  Two  Intel  200MHz  Pentium'  Pro  Processors  with  512K  Cache  (expandable  to  six  processors)  " 
Error-Checking  and  Correcting  Memory  Subsystem  with  128MB  RAM  "  Quick  Hot-Swap  (OHS)  RAID  Storage  System  with  Three 
Channel  Controller " TTiree  4  2CB  SCA  SCSI  Hard  Dnves"  12X  SCSI  CD-ROM  Dnve  and  3.5"  Diskette  Dnve"3Com  10/100  Ethemet 
Adapter  ■  Double-Wide  Fourteen-Bay  Chassis  "  N+1  Powei  Supply  Subsystem  with  Two  Hot-Pluggable  350- Watt  Power  Supplies 
(upgradeable  to  four)  "  104'  Keyboard  &  MS  IntelliMouse  ■  InfoiManager  Server  Management  System  widi  AcciveCPR  Processor 
Protection  $12,999  Business  Lease  '$476'mo 


GArEmr2ooo 


YOU'VE    GOT   A    FRIEND    IN   THE  BUSINESS 

CALL  1-888-888-0792  www  gateway  com 
Gateway  2000  Major  Accounts,  Inc. 


'  Gateway  2000,  Inc.  G.MIWAy  2000,  black-and-white  spot  design,  "G"  logo  and  "You've  got  a  friend  in  the  business"  slogan  are  registered  trademarks;  Gatewa'/  and 
I  'ay  Solo  are  trademarks,  and  Gateway  Gold  is  a  service  mark  of  Gateway  2000,  Inc.  The  Intel  Inside  Logo,  Intel,  LANDesk  and  Pentium  are  registered  trademarks, 
IS  a  trademark  of  Intel  Corporation.  Not  all  Gateway  E-Senes  FGs  and  NS-Senes  Servers  contain  the  Pentium  II  processor  The  Gateway  Solo  PC  does  not 
I'entium  II  processor  All  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  compames.  Many  Gateway  2000 
lustom  engineered  to  Gateway  2000  specifications  which  may  vary  from  the  retail  versions  of  the  software  and/or  hardware  in  Kinctionality,  performance, 
■  .pjtibihty  All  prices  and  configurations  are  subject  to  change  without  notice  or  obligation,  Pnces  do  not  include  shipping  or  applicable  sales  tax.  Gateway  2000 
Accounts,  Inc.  is  a  wholly  owned  subsidiary  of  Gateway  2000,  Inc.  *E-Senes  PCs  are  covered  by  a  three-year  limited  warranty.  Length  and  type  of  service  vanes 
Jduct  Call  or  wnte  for  a  free  copy  of  our  limited  warranty:  800-846-2000.  610  Gateway  Dnve,  N.  Sioux  City,  SD  57049  'Leasing  arranged  by  independent 
I  g  companies  to  qualified  commercial  customers  Lease  payments  based  on  36-month  term  Lease  terms  sub|ect  to  change  without  notice  or  obligation 

L 


pentium  n 


Books 


THE  BUSINESS  WEEK  BEST-SELLER  LIST 


HARDCOVER  BUSINESS  BOOKS 


1  THE  MILLIONAIRE  NEXT  DOOR  by  Thomas  J.  Stanley,  PhD, 
and  Wilham  D.  Danko,  PhD  (Longstreet  Press  •  $22)  The 
penny-pinchers  shall  inherit  the  earth. 

2  THE  GILBERT  FUTURE  by  Scott  Adams  (HarperBusmess  • 
$25)  Prognostication  from  the  prolific  cartoonist. 

3  POUR  YOUR  HEART  INTO  IT  by  Howard  Schultz  and  Don 
Jones  Yang  (Hyperion  •  $24.95)  At  Starbucks,  the  chief's 
cup  runneth  over. 

4  WALL  STREET  MONEY  MACHINE  by  Wade  B.  Cook 
(Lighthouse  Pubhshing  •  $24.95)  A  former  cab  driver's 
formulas  for  striking  it  rich. 

5  STOCK  MARKET  MIRACLES  by  Wade  B.  Cook  (Lighthouse 
Publishing  •  $24.95)  Investing  fundamentals — and 
infomercials  for  the  author's  many  wares. 

6  REAL  TIME  by  Regis  McKenna  (Harvard  Business  School  • 
$19.95)  Speed  is  of  the  essence,  says  a  Silicon  Valley 
marketing  wizard. 

7  DANGEROUS  COMPANY  by  James  O'Shea  and  Charles 
Madigan  (Times  Business  •  $27.50)  A  scathing  portrait  of 
the  consulting  business. 

8  SELLING  THE  INVISIBLE  by  Harry  Beckwith  (Warner  •  $15) 
A  collection  of  bite-size  lessons  on  marketing. 

9  SUCCESS  IS  A  CHOICE  by  Rick  Pitmo  with  Bill  Reynolds 
(Broadway  •  $25)  Coach  says  work  harder,  harder! 

10  FINANCIAL  PEACE  by  Dave  Ramsey  (Viking  •  $21.95) 
Getting  out  of  debt — for  good. 

11  NUTS!  by  Kevin  Freiberg  and  Jackie  Freiberg  (Bard  Press  • 
$24.95)  Southwest  Airlines'  personality  and  flight  plan  for 
success. 

12  THE  9  STEPS  TO  FINANCIAL  FREEDOM  by  Suze  Orman 
(Crown  •  $23)  Practical  and  "spiritual"  steps  for  handling 
money,  by  a  Self  magazine  writer 

13  ONLY  THE  PARANOID  SURVIVE  by  Andrew  S,  Grove 
(Currency  •  $27.50)  Intel's  CEO  describes  how  to  turn  crises 
into  opportunities. 

14  DIG  YOUR  WELL  BEFORE  YOU'RE  THIRSTY  by  Harvey 
Mackay  (Currency  •  $24.95)  How  to  build  and  maintain  a 
personal  network,  by  a  syndicated  columnist. 

15  AGAINST  THE  GODS  by  Peter  L.  Bernstein  (Wiley  •  $27.95) 
Risk  management  in  the  making  of  the  modern  world. 


PAPERBACK  BUSINESS  BOOKS 


1  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 

2  THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
Gardner  (Fireside  •  $12)  The  online  investment  duo  puts  it 
on  paper 

3  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  (Work- 
man •  $10.95)  Give  them  a  champagne  brunch,  a 
casual-dress  day — or  plain  old  cash. 

4  YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dommguez  and  Vicki 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 

5  THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusiness 
$11.95)  The  revenge  of  the  cubicle  dwellers. 

6  THE  1997  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $16.95)  The 
enduring  job-search  bible. 

7  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

8  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusmess  •  $14)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

9  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDING 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  M. 
Siegel  (Fireside  •  $13.95)  Brief  explanations  plus  graphics. 

10  1001  WAYS  TO  ENERGIZE  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $10.95)  From  morale-building  to  job-enrichment 

11  BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT 
TERMS  by  John  Downes  and  Jordan  Elliot  Goodman 
(Barron's  •  $11.95)  What  is  an  oligopsony  anyway? 

12  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies'  Investment" 

Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  for 
four-bean  salad,  five-hour  stew — and  23%  returns. 

13  FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Fireside  •  $14)  Managing 
your  time  by  balancing  your  life. 

14  INVESTING  FOR  DUMMIES  by  Eric  Tyson,  MBA  (IDG  Books 
$19.95)  From  stocks  to  small  business-with  cartoons,  too. 

15  THE  RICHEST  MAN  IN  BABYLON  by  George  S.  Clason  (Pen 
gum  •  $5.99)  Parables  for  prosperity. 


BUSINESS  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economics 
management,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  repre 
sented.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  September. 

Reviews  and  more  are  available  on  www.businessweek.com.  Click  on  BW  Plus! 


HlP7SinEu??*!r!H       '^^'^'^  MERMAID  ON  THE  STARBUCKS  COFFEE 

^HKiiUJULUjB  logo  actually  lady  luck?  Pour  Your 
Heart  Into  It,  by  Starbucks  ceo  Howard  Sctiultz  and  former 
BUSINESS  WEEK  Seattle  Bureau  Chief  Don  Jones  Yang,  can  be 
understood  in  several  ways:  as  a  Horatio  Algeresque  fable  of 
rags  to  riches;  as  an  exhortation  to  believe  in  your  product 
and  treat  employees  fairly;  as  a  mandate  to  overcome  pes- 
simism and  follow  your  dreams;  or  as  a  meditation  on  the 
enigmatic  relationship  between  pluck,  luck,  and  achiievement. 
It  is  No.  3  on  this  month's  hardcover  best-seller  list. 

The  authors  detail  Shultz's  formative  years  and  jobs  with  Swe- 
den's Perstorp,  with  then-coffee-bean  retailer  Starbucks,  and  with 
his  own  coffee-bar  chain,  II  Giornale.  And  they  ponder  whether 


dame  fortune  or  Shultz's  own  acumen  inspired  key  choicf. 
"The  sun  shone  on  me,  it's  true,"  he  admits  early  on.  Then:  \ 
lot  of  what  we  ascribe  to  luck  is... seizing  the  day...."  Lat: 
"Good  luck,  it  seems,  comes  to  those  who  plan  for  it." 

In  time,  Shultz  and  his  backers  bought  out  Starbucks  Cor, 
adopted  its  name  for  the  coffee  bars,  went  public,  and  (- 
panded  nationwide.  The  rest  is  history:  There  are  now  1,30 
stores,  and  both  sales  and  profits  have  risen  more  than  50%  i 
each  of  the  past  six  years,  Schultz  says.  As  they  describe  i 
this,  Shultz  and  Yang  draw  lots  of  lessons.  But  they  never  (- 
tirely  figure  out  the  luck  thing.  \NUere  providence  is  concern(, 
readers  will  just  have  to  make  their  own  arrangements. 

BY  HARDY  GRE>I 
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How  the  new  ■ 
tax  law  will  affect 
every  investor. 

Find  out  in  Smith  Barney's  special  report — The  Taxpayer 
Relief  Act  of  1997: 12  Strategies  to  Consider  Now. 


Smith  Barney  believes  tliere  are  important  aspects  of  the  new 
tax  law  you  should  consider,  such  as: 

•  What  impact  the  new  law  will  have 
on  the  market  as  a  whole. 

•  How  a  reduction  in  the  capital  gains 
tax  rate  could  affect  your  portfolio. 

•  New  tax  advantages  affecting  how 
you  save  for  retirement  and  your 
children's  college  education. 

•  Why  you  need  to  take  a  fresh  look 
at  your  estate  plan. 

Call  1  800  EARNS-IT,  ext.  599 

Call  1  800  327-6748,  ext.  599,  for  your  free  copy  of  the  Smith  Barney  report 
"The  Taxpayer  Relief  Act  of  1997: 12  Strategies  to  Consider  Now." 

www.smithbarney.com 

Smith  Barney 

Tliey  make  money  the  old-fashioned  way 
They  earn  it." 


Smith  Barney  does  nol  provide  tax  or  legal  advice.  You  stiould  consult  your  own  tax  or  legal  advisor 


A  Member  of  TravelersGroupi 


Powered  By  Motorola: 


Printers 

Text  and  tmagespmit  faster  iinth  the 
help  ofMntimM  Cnldrtrc'"  Iwncessi irs. 
Aikl  thiU  means  vnii  can  luli  vun  drta 
(iff the  \\'eh  that  much  qiiickei: 


Interconneaed 
Handheld  Device 

Put  the  whole  worLI  m  tlje  pahn 
of  your  hands.  With  handheld  daices 
(ike  this,  yoit  can  t^et  instant  access  to 
the  WorktW'ide  W'eh. 


Digital  Imaging 

Difftd  cameras  captitrc  clear,  sharp  images 

storing  them  ,is  digital  files  on  your 
comlnitei:  All  nivig  xmito  s^n  r,  print  or 
ei  vn  sethi  thnn  i  n  cr  the  Intenul. 


Jumping  on-line  is  easier  tlian  ever.  And  soon,  innovations  like  Web  phones  and  Internet  TVs  will  enhance  everyday 
life.  Why,  even  personal  computers  will  be  able  to  play  full-length  feaaire  films  complete  with  home-theater-like 
sound.  Motorola  provides  the  designers  of  these  products  with  a  variety  of  semiconduaor  solutions,  allowing  them  to 
develop  multiple  end-user  appliaitions.  And,  not  only  does  that  help  diem  get  their  products  to  market  fasten,  it 
provides  Internet  users  with  multiple  on-ramps  to  the  infomiation  superhigliway  From  Computers  and  Penpherals 
to  Consumer  Electronics,  Motorola  products  power  the  innovative  solutions  that  enable  your  success. 
Visit  us  at  http://motorola.com/sps  or  call  1-800-521-6274  (Ref.  #497). 


MOTOROLA 

Semiconductor  Products  Sector 


What  yon  never  thought  possible]" 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 


COMPUTER, 
SAVE  THIS  FILE' 


A  software  program 
lets  you  run  your  PC 
by  talking  to  it  in 
everyday  English 

Just  a  few  weeks  ago,  I 
wi'ote  that  two  new  dic- 
tation products  solve  half 
the  problem  of  using  speech 
to  run  a  computer  (BW — 
Sept.  22).  Dragon  Systems 
NaturallySpeaking  and  IBM 
Via  Voice  both  do  a  good  job 
of  turning  the  spoken  word 
into  text.  A  new 
product  from  Kuj-zweil 
Artificial  Intelligence 
takes  on  the  other 
half  of  the  pi'oblem  by 
letting  you  accurately 
and  efficiently  control 
your  computer  with 
speech. 

We're  not  quite  at 
the  promised  land  yet. 
Kiu'zweil's  VoiceCom- 
mands  (Alpha  Soft- 
ware, 781  229-2924) 
works  only  with  Mi- 
crosoft Word  97  or 
7.0.  And  trying  to  in- 
tegrate it  with  a  dic- 
tation program  is  a 
difficult  do-it-yourself 
job.  But  Kurzweil,  : 
sidiary  of  Lernout  &  Haus- 
pie  Speech  Products,  hopes 
to  ship  an  integrated  dicta- 
tion-and-command  program 
by  yearend.  Dragon  and  ibm 
are  racing  to  add  command- 
and-control  features  to  their 
products. 

AU  NATUREL.  The  break- 
through in  VoiceCommands, 
available  for  around  $70  in- 
cluding an  Andi'ea  Electron- 
ics noise-canceling  mike,  isn't 
its  ability  to  understand  spo- 
ken commands:  Software  that 
can  execute  precise  spoken 
menu  commands  has  been 


around  for  a  while.  But 
VoiceCommands  allows  you 
to  tell  Word  what  you  want 
to  do  using  what  aitiflcial-in- 
telligence  experts  call  "nat- 
ural language." 

For  example,  suppose  I 
have  this  column  open  in 
Word  and  say:  "Select  third 
paragraph.  Bold  it.  Italicize 
it.  Center  it."  Almost  as 
quickly  as  I  speak,  and  with- 
out any  reference  to  Word's 
complicated  menu  trees,  the 
paragi'aph  above  this  one  will 


lie  I'el'iirmatliMl  iii  ci'iilo-cd, 


bold  italics. 

The  ability  to  comprehend 
natural-language  commands 
is  no  great  tiick.  Because  the 
vocabulary  of  commands  is 
limited,  the  progTam  has  to 
understand  only  a  few  dozen 
words,  comjjared  with  20,000 
or  more  for  an  effective  dic- 
tation system.  The  limited  vo- 
cabulary also  means  you  can 
start  to  use  the  program 
without  the  tedious  speech 
training  required  by  dictation 
systems. 

VoiceCommands  can  han- 
dle all  of  the  most  commonly 


used  functions  of  Word  and 
a  few  of  the  more  obscure 
ones,  too.  For  example,  tell 
it  to  "turn  the  next  five  lines 
into  a  table,"  and  it  will  do 
just  that.  To  use  commands 
that  the  program  doesn't 
know,  you  can  talk  your  way 
through  menu  trees  and  dia- 
logue boxes. 

I  found  the  progi'am  was 
largely  free  of  glitches, 
though  occasionally  it  would 
fail  to  understand  a  com- 
mand, and  I'd  have  to  repeat 
it.  I  couldn't  make  it  under- 
stand the  command  "back- 
space," and  a  Kurzweil  engi- 
neer confirmed  that  the 
problem  appeared  to  be  a 
bug. 

COMBO.  Of  course,  what  we 
really  need  is  a  system  that 
combines  dictation  with  voice 
control — and  works  with  all 
the  progi'ams  on  your  com- 
puter. Making  such 
softwai'e  function  both 
smoothly  and  consis- 
tently requires  that 
the  operating  system 
itself  support  speech 
recognition.  Apple 
Computer  Mac  OS  in- 
cluded a  version 
of  speech  command- 
and-control  called 
PlainTalk  for  some 
time,  and  IBM's  OS/2 
Warp  added  the  fea- 
ture last  year.  But 
neither  comes  close  to 
VoiceCommands  in 
flexibihty  and  ease  of 
use. 

Microsoft,  despite 
extensive  speech  research, 
has  proved  a  laggard  at  in- 
corporating the  technology 
into  its  products.  However, 
the  software  giant  recently 
took  a  $45  million  equity  po- 
sition in  Lernout  &  Hauspie 
and  announced  a  "strategic 
relationship"  to  incorporate 
speech  technology  into  its 
products.  A  version  of  Win- 
dows that  handles  spoken 
commands  like  VoiceCom- 
mands and  also  takes  dicta- 
tion with  the  facility  of 
Via  Voice  or  NaturallySpeak- 
ing would  make  hands-free 
computing  a  r'eality. 


BULLETIN  BOARDi 


PRINTERS 
A  MIGHTY  INKJET 

Anyone  who  still  thinks  that 
Inkjet  printers  don't  belong  in 
the  office  should  take  a  look 
the  new  DeskJet  890cse  from 
Hewlett  Packard.  The  $450 
printer  cranks  out  up  to  nine 
pages  a  minute  in  black  and 
white  (four  pages  at  its  best 
quality  setting),  and  up  to  tw 
full-color  pages  a  minute. 


Although  HP's  claim  of  "phot( 
quality"  output  for  the  890  is 
bit  of  a  stretch,  the  printer 
does  turn  out  vibrant  color 
graphics  and  near-laser-qua 
ty  text.  Overcoming  a  long- 
standing deficiency  of  HP 
inkjets,  the  890  comes  with 
full  support  for  Windows  NT, 
well  as  for  3.1  and  DOS.  But 
unlike  the  older  870  series, 
which  remains  available,  the 
890  does  not  work  with  Macs 

CD-ROMS 
GEHING  TO  COLLEGE 

Once  again,  college  applica- 
tion materials  litter  the  desk; 
of  high  school  seniors.  Apply 
98,  a  free  CD-ROM  for  Windov 
and  Mac  from  Apply  Technolc 
gy,  can  cut  the  clutter  by  giv- 
ing you  application  material 
for  more  than  600  colleges, 
though  you  have  to  put  up  w 
some  low-key  commercials 
from  Federal  Express, 
Microsoft,  and  others.  The  W 
applications,  in  Adobe  Acrob. 
format,  can  be  filled  out  on 
screen  and  printed  out  for  si 
mission  to  the  school.  The  d 
is  available  in  many  high 
school  guidance  ottices,  or  b 
calling  203  740-3504. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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You  have  the  right  to  remain  calm. 


You  have  the  right  to  know  that  when  information  technology  malces  a  left 
turn,  you're  free  to  go  with  it. 

We  can  give  you  that  freedom.  Because  as  an  integrated  services  provider, 
we  can  help  you  take  care  of  the  design,  acquisition,  management  and 
protection  of  your  corporation's  technology  infrastructure. 

Centralized  or  decentralized.  Enterprise  Server  or  PC.  Every  manufacturer. 
We'll  make  sure  the  systems  and  networks  that  get  you  where  you  need 
to  be  today  won't  hold  you  back  tomorrow,  technically  or  financially. 

With  no  inflexible  commitments.  No  chains  around  your  ankles.  No  cause 
to  panic.  No  sweat.  Now  doesn't  that  sound  nice  for  a  change? 


MDisca 


A   TECHNOIOGY   S t R V  I C £  $  COMPANY 


To  /earn  more,  visit  www.comdisco.com  or  call  1-800-272-9792. 

AN  AGING  TECHNOLOGY  IN  THE  FACE  OF  CHANGE 
SSET    MANAGEMENT     •     BUSINESS    CONTINUITY     •     NETWORK    SERVICES     '  lEASl 


i 


4 


So,  WHAT'S 
YOUR  IDEA 
OF  GREAT 
COLOR? 

It  really  doesn't  matter  if 
you're  talking  a  primarily  red, 
yellow  and  blue  presentation 
or  a  polyctirome  universe 
witti  a  gradient  tilter  and 
glass  distortion  like  ttiis. 
You  can  get  a  real  laser  class 

printer  —  witti  vibrant 
Tektronix'  color  —  to  matcti 
your  artistic  tieart  as  well 
as  your  business  head. 
From  ttie  workhorse,  workgroup 
Phaser  350  printer  with  a 
bottom  line  price  of  $2,995; 
To  the  high-speed,  full  1200  dpi 
Phaser  560  printer.  All  the 
way  up  to  the  graphic  arts 
photorealistic  printers  that  have 

made  Tektronix  a  color 
standard.  So  however  you  see 
color,  just  remember  this. 
If  you  can  dream  it  up,  we've 
got  a  way  to  get  you  there. 

To  show  off  your  own  idea 
of  color,  just  call  us  at 
1-800-835-6100  ext.  1530,  or  visit 
us  at  wwwtek.com/CPad?1530 


1 
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Tektronix 
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Economic  Viewpoint 


BY  GARY  S.  BECKER 


WANT  TO  SQUELCH  CORRUPTION? 
TRY  PASSING  OUT  RAISES 


TEMPTING: 

When  public 
officials  are 
low-paid  and 
regulations 
abound,  the 
inducements 
to  bribery 
become  hard 
to  resist 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


111  recent  years  charges  about  corrupt  pub- 
lic officials  have  toppled  or  weakened  gov- 
ernments in  many  nations.  There  is  no 
siu-efu-e  way  to  stop  comipt  behavior,  but  cer- 
tain steps  would  reduce  the  temptations. 

Elected  and  appointed  officials  sometimes 
betray  the  public  trast  in  theu-  regailation  of 
companies  and  labor  unions,  or  when  they 
airange  the  purchase  and  sale  of  goods  and 
services.  Temptations  arise  because  govern- 
ment employees  ai"e  usually  low-paid,  and  some 
may  be  walling  to  accept  bribes.  When  such 
temptations  exist  against  a  backdi'op  of  com- 
plex regulation,  the  oi)portimities  for  connption 
multiply. 

Extensive  and  continuing  scandals  in  Mexi- 
co, Colombia,  Cuba,  Panama,  and  pails  of  Asia 
are  related  to  payoffs  from  di-ug  cartels  and 
other  distributoi's  of  illegal  drugs.  But  most 
instances  of  cornipt  actions  involve  bribes  or 
other  illicit  payoffs  to  officials  to  obtain  gov- 
ernment contracts,  for  laws  to  keep  out  com- 
petition, for  loans  on  favorable  terms,  or  to 
ease  the  enforcement  of  pollution  regulations 
and  other  costly  rules. 

If  regTilations  are  inefficient  and  govern- 
ment management  of  banks  and  other  enter- 
prises is  extensive,  coi-nipt  officials  may  un- 
knowingly serve  a  useful  ftmction  by  reducing 
arbitraiy  public  decisions,  and  by  helping  busi- 
nesspeople  and  others  get  around  hannfiil  leg- 
islation and  regulations.  But  widespread  cor- 
niption  leads  to  a  mistrust  of  all  officials  and 
discoui'ages  honest  and  able  persons  from 
working  for  the  government.  It  also  directs 
the  energy  of  talented  entreprenem's  toward 
gaining  access  to  governtnent  power  instead  of 
engaging  in  directly  productive  activities. 
DEREGULATORY  MOVEMENTS.  Tlie  only  way  to 
reduce  corruption  permanently  is  to  drastical- 
ly cut  back  government's  role  in  the  economy. 
High  priority  should  go  to  eliminating  the  thou- 
sands of  nuisance  regulations  and  laws  in  most 
countries  that  do  more  haim  than  good  and 
that  also  encom'age  attempts  to  influence  offi- 
cials. Connption  scandals  have  m  fact  strength- 
ened the  deregulation  movements  in  South 
Korea  and  Japan. 

Unfortunately,  in  the  short  mn  it  is  seldom 
politically  feasible  to  reduce  the  niunbei'  and  ef- 
fect of  undesh-able  laws  and  regulations.  How- 
ever, less  drastic  reforms  might  reduce  the  in- 
cidence of  conoiption. 

Government  officials  are  genei-ally  badly 
paid,  especially  in  Latin  America  and  Africa. 


Even  in  Europe  and  the  U.  S.,  officials  in  hij 
er-level  jobs  usually  earn  much  less  than  p( 
sons  with  comparable  skills  and  i-esponsibilit 
in  the  private  sector  In  all  nations,  many  oi 
cials  are  highly  dedicated  and  honest,  but  1( 
pay  does  attract  into  government  servdce  soi 
rotten  apples  who  are  willing  to  raise  thi 
incomes  by  accepting  bribes  and  engage 
other  coniipt  practices. 

Years  ago,  the  late  economist  George 
Stigler  and  I  published  an  article  that  p: 
posed  a  way  to  reduce  malfeasance  amo 
goverrunent  employees.  We  suggested,  amo 
other  things,  that  officials  in  vulnerable  a 
important  positions  receive  higher,  not  low 
salaiies  than  compai^able  workere  in  the  priv; 
sector.  An  earnings  premium  would  redi 
wrongdoing  by  imposing  a  potentially  lai 
economic  cost  on  corrupt  behavior.  Offici 
who  lose  their  jobs  for  accepting  bribes 
other  illicit  payments  would  be  automatica 
punished  thi-ough  forfeitm'e  of  theii"  eaiTiii 
advantage. 

FREE  PRESS.  Magisti'ates  m  imperial  China 
centuries  ago  were  said  to  have  been  paid 
extra  allowance  to  "nourish  their  honest 
Both  Singapore  and  Hong  Kong  cany  on  ts 
ancient  ti'adition  by  paying  officials  well  in  ^ 
der  to  discoiu-age  wrongdoing.  These  economs 
have  not  only  gTown  I'apidly  but  they  rank  i- 
vorably  low  in  international  comparisons  >*' 
the  prevalence  of  cornipt  practices. 

Although  neither-  Singapore  nor  Hong  Keg 
ai'e  democracies,  contested  elections  and  derrts- 
racy  also  help  reduce  malfeasance  because  \^ 
el's  can  tiun  comipt  govemments  out  of  offj. 
Sometimes  totalitarian  administrations  appr 
to  have  little  corruption  only  because  a  ci- 
troUed  press  and  the  single  political  party  m 
little  effort  to  discover  and  publicize  con-upt 
In  countiies  like  South  Korea,  comiption  id 
not  surface  as  a  political  issue  until  a  fie 
press  and  contested  elections  were  perTnittd. 

Over  the  past  couple  of  decades,  ch-am;ie 
instances  of  comiption  helped  defeat  influenal 
politicians  in  the  U.  S.,  Spain,  Italy,  Mexo, 
Ecuador,  and  Japan.  It  is  no  accident  that  irili 
these  nations  opposition  parties  were  ablex) 
ride  comiption  chai'ges  against  incumbent  i^- 
ties  to  impressive  wins.  Comiption  of  offick 
is  an  inevitable  by-product  of  Big  Goverrmu  t, 
But  public  officials  ai'e  less  apt  to  succumtso 
illegal  inducements  if  they  ai-e  paid  well,  andn 
proportion  to  their  duties  and  opportunisms 
for  malfeasance. 
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Well  deliver  your 

package 

ASAP.  Unless, 

of  course, 

that's  too  soon. 


wnat  aoes  urgent  mean  to  your  i^oes  it  mean  just 
getting  there  the  next  day?  Or  does  it  mean  getting 
there  on  the  next  fhght?  At  UPS  we  understand  that 
different  people  have  different  definitions  of  the  word 
"urgent."  Which  is  why  we  have  an  array  of  express 
deUvery  options.  All  guaranteed.*  Across  the  U.S.  And 
with  UPS,  you  only  pay  for  the  distance  your  package 
actually  travels.  We  even  provide  immediate  tracking 
and  delivery  confirmation.  So  give  us  a  call 
at  1-800-PICK-UPS  or  access  us  on  the 
Internet  at  www.ups.com.  We'll  get  right  on  it. 

MOVING  at  the  SPEED  of  BUSINESS. 
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tr  DDESiin  mm 

m  GOOD  UN  IDEA  IS 
rFYOUHIB/ETD 
SflUIMT  TP  SEE  II 


'  DLP 


You  know  the  feeling.  You  put 
enormous  effort,  into  tiie  subtleties  of  a 


A  TEXAS  INSTRUMENTS  TECHNOLOGY    visual  presentation,  only  to  have  them 
lost  on  their  way  to  the  screen.  No  longer. 
Introducing  a  revolutionary 


For  the  first  time  the  screen  is  as 
clear  as  a  just-washed  window.  The 
colors  of  the  graphics  look  natural 
without  the  usual  flicker  and  bloom.  And  PowerPoint''  slides  appear 

as  sharp  as  35mm  film.  FYom 


all-digital  display  technology. 
The  final  link  to  presenting 
information  digitally.  (Siiice  you 
ab-eady  create,  edit  and  store 
your  presentation  digitally, 
shouldn't  you  display  it  that 
way,  too?)  An  innovation  made 
possible  by  digitizing  light. 
lYeating  all  images  as  digital 
data.  And  reflecting  tliem  fi'om 


jjggjjjggjj 


l/V/(h  DW,  text  and  graphics  have  the  sharpness  of  35mm  film  while  projecting 
seamlessly  with  uniform  brightness  throughout  the  screen. 


nearly  any  viewing  angle.  Even 
iji  a  well-lit  room. 

But  to  be  truly  revolution- 
ary, a  new  technology  also 
must  be  accessible.  That's  why 
projection  systems  featuring 
DLP  "  teclmolog}'  are  affordable. 
Easy  to  use.  And  available 
today  at  a  dealer  near  you.  j 

To  learn  more  about  TI's 


their  original  source  directly  to  the  screen.  It's  called  Digital  Light 
Processing'"  (I)Ll'  i  iiThnology  created  by  Texas  Instruments. 
T':"  result  is  a  i)iesentation  that  loses  notliing  in  the  translation. 


revolutionary  digital  display  technology,  please  visit  oui'  Web  site  all 
http:  //www.ti.com/dlp/  or  caU  1-888-DLP-BY-TI  (1-888 -357-2984) p 
ext.  2905. 


*  Digital  i.iJ!'!  j'rorr  ;su;f,  .aid  I'LV  art'  trademarks  of  Texas  Instrijni'.-nls  Incorporated  ®  PowerPuiiil  is  a  registered  tradeniJirk  of  Micmsoft  Cnrporatmn 
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ADVERTISEMENT 


TH  IN  A  SBRieS 


Professional  Presentations 


BETTER 


Presenter's  Warehouse  PRESE|\|]][f|0|\|S 


The  best  practice  for  making  a  business 
presentation  is  practice.  Tlie  more  pre- 
sentations you  give  -  and  the  more 
you  see  -  the  more  youMl  know  about 
what  works  and  what  doesn't.  And 
that's  a  critical  step  toward  making 
more  effective  presentations. 
To  help  speed  this  process  along, 
we  conclude  this  six-part  series  with 
a  catalog  of  resources,  a  veritable 
Presenter's  Warehouse  that  you  can 
use  to  bolster  your  presentation  skills. 
Whether  you're  just  starting  out  or 
you've  been  making  presentations 
for  years,  we  believe  there's  some- 
thing here  for  everyone,  especially 
as  new  presentation  technologies, 
from  Digital  Light  Processing  " 
technology  to  the  World  Wide  Web, 
move  to  the  forefront. 
As  you  explore  the  resources  on 
this  list,  we  offer  one  final  reminder: 
presentations  are  exercises  in  ideas 
and  information,  not  technology.  Even 
the  best  technology  cannot  save  a 
poorly  conceived  presentation.  On 
the  other  hand,  exciting  technology 
combined  with  a  well-planned 
presentation  can  turn  the  ordinary 
into  the  exceptional,  with  coitc- 
sponding  benefits  for  the  presenter 
and  audience  alike. 

A  Personal  Presentations  Library 

Among  the  most  useful  books  on  ttie 
many  aspects  of  presentation-making: 

Roger  Black.  Web  Sites  That  Work  (Adobe 
Press,  1997).  Design  rules  for  the  Web  tliat 
worl<  for  all  digital  presentations. 

Cheryl  Currid,  Make  Your  Point! 
(Prima,  1995).  Complete  guide  to 
presentation  planning  and  design. 

Sue  Goulke.  Wi  Ways  to  Captivate  a 
Business  Audience  (AMACOM,  1996). 
How  to  add  sizzle  and  interest  to 
presentations. 

Robert  L.  Lindstrom,  me  Business  Week 
Guide  to  tVlultimedia  Presentations 
(McGraw-Hill,  1994).  Overview  of  multi- 
media techniques  and  technologies. 


Clement  Mok,  Designing  Business 
(Adobe  Press,  1996).  How  to  use  digital 
design  to  enhance  business  effectiveness. 

Margaret  Y.  Rabb,  Ttie  Presentation 
Design  Book  (Ventano,  1993).  Tips  and 
techniques  for  overheads  and  slide 
shows. 

Claudyne  Wilder,  Point,  Click.  &  Wow! 
(Pfeiffer,  1996).  A  quick  guide  to  effec- 
tive laptop  presentations. 

fVlarian  K.  Woodall,  Presentations  Jtiat 
Get  Resuits  (Professional  Business,  1997). 
Fourteen  reasons  why  presentations  fail 
and  how  to  avoid  them. 

Some  Ottier  Useful  Resources 

Magazine  articles 

"Now  That  We  Have  Your  Complete 
Attention,"  Fast  Company.  February/ 
March  1997,  pp.  124-131. 

"Presentations:  How  to  Put  Them 
Together,"  Business  Week.  April  7,  1997, 
following  p.  140. 

Online  guides 

Proximo 's  "Presenter's  University," 
www.presentersuniversity.com 

WebTV  design  guidelines, 

vww.webtv.net/primetime/preview/ 

design/style_guide.html 

Business  presentation  services 

Wilder  Presentations/Claudyne  Wilder, 
presentation  consultation  and  design, 
(617)  524-7172. 

Inspired  Arts  Digital  Media  Group/Brian 
Kent,  presentation  and  Web  design, 
(619)  623-3525. 

Geek  Squad/Robert  Stephens, 
presentation  technicol  support, 
(612)  288-9851. 

Executive  speech  training 

The  Bergerac  Company/Jann  Kelso, 
(214)  373-1506. 

La  Jolla  Institute  of  Public  Speaking/ 
Frank  Tepedino,  (619)  528-0255. 

Kevin  R.  Hopl(ins  is  vice-president  for  Communications 
at  inspired  Arts  Digital  Media  Group 
(wwwJnspiredartscom) 
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Economic  Trends 


BY  GENE  KORETZ 

WOMEN'S  WORK' 
IS  STILL  WANING . . . 

Albeit  not  as  fast  as  in  the  past 

There  are  still  big  differences  in  the 
jobs  held  by  men  and  women.  But 
as  a  recent  article  by  economist  Bar- 
bara H.  Wootton  in  the  Monthly  Labor 
Review  indicates,  the  occupational  gen- 
der gap  in  the  U.  S.  has  shrunk  consid- 
erably— sometimes  in  surjjrising  areas. 

To  be  sure,  the  biggest  gains  in  gen- 
der desegregation  occiured  in  the  1970s 
as  women  surged  into  the  labor  force, 
sex  discrimination  was  outlawed,  and 
females  streamed  into  colleges  and  pro- 
fessional schools.  While  the  pace  has 
slowed  since  those  watershed  years,  the 
advance  seems  sure  to  continue. 

For  one  thing,  roughly  1.5  million 
more  women  than  men  ai'e  enrolled  in 

U.S.  WOMEN  CROSS 
THE  OCCUPATIONAL  DIVIDE 

SHARE  OF  WORKERS  WHO  ARE  FEMALE 
COLLEGE  TEACHERS 
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college  today.  And  by  2007,  experts  pro- 
ject, the  gap  will  widen  fLuther,  with 
female  college  enrollment  hitting  9.2 
million,  vs.  6.9  million  for  males. 

That's  important  because,  as  Woot- 
ton notes,  women  have  generally  moved 
most  rapidly  into  those  occupational 
groups  in  which  employment  has  been 
expanding.  In  recent  decades,  overall 
job  gi'owth  has  been  fastest  among  man- 
agers and  professionals — occupations 
that  pay  higher-than-average  wages  and 
generally  require  a  college  degree.  In 
1995,  women  accounted  for  48%  of  such 
jobs — up  fi-om  35%  two  decades  earlier. 

Of  coiu'se,  women  continue  to  far  out- 
weigh men  in  such  areas  as  clerical  and 
service  occupations,  just  as  men  contin- 
ue to  dominate  craft,  repair,  and  con- 
struction jobs.  Still,  over  the  past 
decade,  women  have  racked  up  signifi- 
cant gains  in  a  wide  range  of  tradition- 
ally male-dominated  jobs  fi-om  managers 
in  such  areas  as  finance,  purchasing,  and 


marketing  to  architects,  physicians, 
lawyers,  economists,  musicians,  and  col- 
lege teachers.  Among  the  clergy,  1  out 
of  10  is  now  a  woman,  for  example,  as  is 
1  out  of  6  law-enforcement  officers  and 
1  out  of  4  professional  athletes. 

By  contrast,  men  posted  relatively 
few  gains  in  predominantly  female  oc- 
cupations. Those  where  theu'  share  has 
risen — such  as  sales  clerks,  order  clerks, 
waiters,  kitchen  workers,  computer  op- 
erators, health  aides,  and  sewing-ma- 
chine operators — seem  clustered  toward 
the  lower  end  of  the  earnings  spectnun. 


. . .  BUT  WHAT  OF 
THE  WAGE  GAP? 

Future  progress  seems  less  certain 

It  seems  logical  that  the  wage  gap  be- 
tween men  and  women  would  nar- 
row as  women  flocked  into  traditionally 
male  jobs.  And  that,  in  fact,  has  been 
the  trend  since  the  1970s.  Recently, 
however,  the  Labor  Dept.  reported  that 
women's  median  weekly  wages,  which 
had  risen  fi'om  62%  of  men's  wages  in 
1979  to  77%  in  1992,  have  since  slipped 
back  to  75%.  Does  this  mean  that 
progress  in  reducing  the  differential  has 
finally  run  out  of  steam? 

Probably  not.  For  one  thing,  another 
Labor  Dept.  earnings  yardstick,  annual 
wages  of  full-time,  year-round  female 
workers,  actually  jumped  fi-om  71.4%  of 
male  wages  in  "l995  to  73.8%  in  1996. 
(The  gender  gap  is  wider  for  annual 
wages  than  weekly  wages  because  it 
includes  bonuses  and  overtime,  which 
accrue  more  heavily  to  male  workers.) 
Many  experts  believe  that  the  influx  of 
former  welfare  recipients  into  low-wage 
jobs  has  lowered  the  weekly  ratio  in 
recent  years. 

Indeed,  the  goal  of  equal  pay  for 
women  implies  some  male-female  wage 
differential  because  of  different  social 
patterns  and  work  experience.  Women 
tend  to  interrupt  their  careers  to  have 
children,  for  example,  and  they  beai"  the 
brunt  of  home  responsibilities.  For 
many,  the  critical  issue  is  whether  those 
women  possessing  the  same  skills,  edu- 
cation, and  experience  as  their  male 
counterparts  are  receiving  eompai'able 
pay  for  comparable  work.  And  here  the 
record  appears  positive. 

In  1984,  for  example,  the  hourly 
wages  of  female  full-time  workers  were 
only  67%.  of  male  wages.  But  after  ad- 
justing the  ratio  for  differences  in 
women's  education,  experience,  and  oc- 
cupations, economists  Francine  D.  Blau 


and  Lawrence  M.  Kahn  of  Cornell  ln]| 
versify  report  that  the  ratio  was  ai 
ally  82%.  Moreover,  by  1988,  the 
searchers  calculate  that  the  adju 
ratio  had  risen  to  88% — which  sugg 
that  discrimination  in  similar  jobs 
holding  women's  wages  down  b,\ 
more  than  12%. 

Such  results  suggest  that  fui 
progress  in  reducing  the  gender 
gap  will  reflect  the  offsetting  influe 
of  two  contradictory  trends:  the  giTi\ 
ranks  of  female  college  graduates 
the  increased  labor  force  participatii  > 
poorly  educated  women  at  the  bottoi 
the  income  scale.  And,  of  course, 
pace  at  which  women  at  all  educati 
levels  continue  to  move  into  traditii 
ly  male-dominated  occupations. 


THE  PAYOFF  FRO^ 
COMPUTER  SKILb 

A  big  income  lift  for  college  grat 

Anew  National  Bureau  of  Econ< 
Research  study  by  David  H. 
tor,  Lawrence  F.  Katz,  and  Alain 
Krueger  offers  new  historical  evid* ' 
of  the  large  role  technological  ch;i 
has  played  in  the  widening  wage 
between  college  and  high  school  gi': 
Using  survey  data  covering  200 
dustries  from  1940  to  1995,  the  eci 
mists  find  that  the  demand  for  col 
grads  actually  began  to  acceleraii 
the  1970s,  but  that  the  initial  influ 
college-educated  baby  boomers  1 
theii'  wages  fi-om  outperfomiing  tho> 
the  less  educated  until  the  1980s.  I 
ther,  the  demand  for  such  skilled  w  < 
ers  was  gi-eatest  among  industries  \ 
the  largest  investments  in  compi 
technology  and  the  largest  growtl 
computer  usage  by  employees. 

From  1984  to 
1993,  the  study  re- 
ports, the  shai-e  of 
workers  operating 
keyboards  on  the 
job  surged  fi"om 
25%  to  47%,  and 
such  workere  tend- 
ed to  enjoy  larger 
pay  gains  than  oth- 
er's. With  more  than 
70%.  of  college-edu- 
cated workere  using 
computei-s  by  1993, 
the  reseai'chei-s  fig- 
m-e  that  as  much  as 
30%  to  .50%.  of  theii- 
relative  wage  gains  in  recent  decades  i 
fleet  the  spread  of  computer  technoloj: 
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XCESS  GOODS?  FORGET  IT. 

HOPPERS  ARE  CLEARING  THE  SHELVES 

it  robust  demand  may  trigger  price  pressures  in  1998 
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Given  that  the  economy  is  on 
an  "unsustainable  track,"  as 
ieral  Reserve  Chairman  Alan  Greenspan  recently 
i,  the  key  question  in  the  outlook  right  now  is:  Will 
nomie  gi'owth  slow  on  its  own  in  coming  quarters  to 
ace  that  is  consistent  with  continued  low  inflation?  Or 
I  the  Fed  have  to  tug  on  the  reins? 
.lie  Commerce  Dept.  will  supply  an  important  piece  of 
puzzle  on  Oct.  31,  when  it  reports  on  third-quarter 
'SS  domestic  product,  and  the  results  may  not  be 
iforting  to  tho!-e  forecasters  in  the  slowdown  camp. 
;ed  on  monthly  data  so  far,  especially  the  August 
lening  in  the  trade  gap,  the  headline  number  on  eco- 
nic  gi'owth  may  well  look  as  if  the  economy  is  cooling 
Real  GDP  appears  to  have  gi-own  in  the  2.5%  to  3% 
ge,  depending  on  some  Commerce  assumptions  about 
ivailable  data.  Real  GDP  grew  3.3%  in  the  second 
irter  and  4.9%  in  the  first. 

However,  the  report  will  be 
noted  more  for  the  composition 
of  the  quarter's  gi-owth  than 
for  its  top-line  number.  Final 
demand  by  consumers,  busi- 
nesses, government,  and  for- 
eigner appears  to  have  surged 
in  the  neighborhood  of  4.5%, 
while  inventoiy  growth  slowed 
sharply.  The  downshift  in  in- 
ventory growth,  by  itself,  ap- 
pears to  have  subtracted  1.5  to 
ercentage  points  from  the  overall  GDP  advance. 
lie  bottom  line:  The  report  will  show  that  the  exces- 
3  fii'st-half  buildup  in  inventories  has  been  tamed  by 
lining  demand,  not  production  cuts  as  many  analysts 
.  expected  (chaits).  As  a  result,  burdensome  stock]Diles 
1  not  prevent  gains  in  output  and  employment  in  the 
rth  quarter — and  into  1998.  That  ineans  the  pace  of 
nand  will  continue  to  determine  the  economy's 
3ngth  in  coming  quarters,  and  the  undei-lying  fimda- 
ntals — dynamic  labor  mai'kets  and  stimulative  financial 
ditions — are  now  even  stronger  than  they  were  at  the 
;inning  of  the  year 

E  LATEST  MONTHLY  DATA  tell  the  story.  In  par*- 
ilar,  they  show  smprisingly  strong  industrial  produc- 
1  and  capacity  utilization  in  September  and  throughout 
third  quarter,  at  the  same  time  that  business  in- 
itories  were  slowing  down  in  July  and  August.  What 
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that  says  is  that,  despite  sizable  additions  to  output, 
demand  was  stout  enough  to  absorb  that  extra  pi'oduc- 
tion  along  with  some  excess  inventories. 

Industrial  production  jumped  0.7%  in  September, 
and  manufacturing  output  alone,  some  86%  of  the  to- 
tal, rose  a  sturdy  0.5%.  In  fact,  factory  output  accel- 
erated last  quarter,  rising  at  a  7.9%  annual  rate,  the 
fastest  pace  in  more  than  tliree  years  and  up  from  the 
fii'st  half's  4.8%  growth  rate.  The  pickup  in  manufac- 
turing output  has  been  broad,  including  consumer 
goods,  capital  equipment,  and  materials. 

Strong  production  is  placing 
added  stress  on  capacity.  The 
factory  operating  rate  edged 
up  to  83.4%  in  September,  from 
83.3%  in  August,  but  the  rate 
has  climbed  a  percentage  point 
in  the  last  four  months,  to  its  iso- 
highest  level  in  2]^  years.  So 
far,  inflation  pressures  on  pro- 
ducer prices  remain  tame,  but 
the  operating  rate  is  closing  in 
on  levels  that  usually  precede 
the  emergence  of  those  pressures.  On  Oct.  22,  Boeing  Co. 
said  unexpected  demands  on  its  production  capacity  has 
led  to  "raw  materials  shortages,  internal  supplier  parts 
shortages,  and  productivity  inefficiencies  associated  with 
adding  thousands  of  new  employees." 

THE  NEED  TO  MEET  STRONG  DEMAND  is  also 

squeezing  the  labor  markets.  Claims  for  unemployment 
insurance  in  mid-October  were  below  310,000  for  the 
fifth  week  in  a  row.  That  has  not  happened  since  1988. 
The  ongoing  decline  in  jobless  claims  strongly  suggests 
not  only  that  employment  gi-owth  is  not  slacking  off, 
but  that  joblessness  will  drop  below  September's  4.9% 
rate  in  coming  months. 

At  the  same  time,  business  inventories  i-ose  only  0.1% 
in  July  and  0.2%-  in  August,  thanks  to  a  shai-p  August 
drop  in  retail  stockpiles.  That  pace  is  less  than  half  the 
0.4%  average  monthly  increase  posted  during  the  second 
quarter.  How  that  translates  into  the  gdp  report  will  de- 
pend on  Commerce's  assumption  for  September  inven- 
tories and  its  inflation  adjustment,  but  it's  a  good  bet  that 
inventoiy  gi-owth  will  fall  substantially  fi'om  the  $77.8  bil- 
lion increase  in  the  second  quarter,  which  was  the  lai'gest 
increase  in  13  years. 

What's  fueling  output?  The  third-quarter  GDP  report 
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will  show  that  demand  was  led  by  a  gusher  of  con- 
sumer spending  and  another  strong  advance  in  business 
outlays  for  new  equipment  and  construction.  Home- 
building contiibuted  little,  if  anjlhing,  last  quarter,  while 
the  biggest  ch-ag  on  demand  came  from  a  fuither  widen- 
ing of  the  trade  gap.  But  even  with  that  offset,  the 
pace  of  demand  was  the  fastest  of  the  yeai;  and  the 
fouith-quarter  gi-o\\1:h  rate  was  the  swiftest  since  the 
eaiiy  expansion  spmt  in  1992. 

AS  FOR  THE  FOURTH  QUmRT^R,  after  theii  thiixi  -quar- 
ter shopping  spree,  consiunei-s  ai"e  unlikely  to  spliu'ge  for 
two  quaiters  in  a  row,  but  the  holiday  season  still  looks 
bright.  Why?  How  about  the  strongest  emplo;yTnent  mai*- 
ket  in  two  decades,  higher  real  wages,  oveiilowing  con- 
sumer confidence,  rising  home  prices,  attractive  credit 
conditions,  and  a  still-booming  stock  mai'ket.  Also,  this 
year's  pickup  in  capital  spending  has  fuither  to  run. 

Housing  also  should  supply  a  boost  in  the  fourth  quain- 
ter Housing  starts  bounced  up  1.9%  in  September,  to  an 
annual  rate  of  1.5  million,  moi'e  than  erasing  declines  in 
starts  in  July  and  August.  Given  that  moitg'age  rates  are 
down  some  three-quarters  of  a  percentage  point  since 
April,  and  that  moitgage  applications  to  buy  a  home 
are  at  a  high  for  this  economic  expansion,  strong  home 
demand  will  fuel  new  building  in  coming  months. 

Because  of  the  widening  in  the  August  trade  deficit 
for  goods  and  services,  to  $10.4  billion  from  $10  billion 
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in  July,  trade  is  hkely  to  have  subtracted  a  full  ; 
centage  point  from  overall  demand  gi'owth,  since  ; 
gap  had  averaged  $8.9  billion  a  month  in  the  seci 
quarter.  Imports  accounted  for  all  of  last  quart i 
wider  deficit.  In  the  gdp  accounting,  they  appea 
have  risen  at  about  a  15%  annual  rate,  with  export.- 
creasing  at  only  about  half  that  pace. 

Imports — and  theii"  declining 
prices — have  played  a  key  role 
in  this  year's  ongoing  di'op  in 
inflation,  mainly  through  theu* 
impact  on  goods  prices  (chait). 
The  consumer  price  index  rose 
only  0.2%  in  September,  as  did 
the  core  cpi,  which  excludes 
energ}'  and  food.  Moreover,  the 
core  CPI  was  up  only  22%  fi-om 
a  year  ago,  a  decline  from  the 
2.6%  annual  clip  at  the  end  of 
1996.  Dming  the  past  yeai"  and  a  half,  core  goods  infla 
fell  fi'om  1.8%  to  a  scant  0.5%  in  September,  while 
sei^ice  inflation  has  edged  lower 

Pi'esening  this  year's  inflation  progi'ess  in  1998  will 
pend  critically  on  the  pace  of  demand,  and  on  the  abi 
of  U.  S.  producers  to  meet  it  without  placing  un 
strains  on  the  labor  nwkets  or  their  production  faciUt 
The  problem:  Strains  are  already  starting  to  app 
and  demand  shows  few-  signs  of  slowing  down. 
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SAME  POLITICAL  CIRCUS,  BETTER  ECONOMY 


Italian  politics  is  still  the  best 
show  in  Europe.  On  Oct.  9, 
Piime  Minister  Romano  Prodi  re- 
signed when  a  vital  constituent  in 
his  center-left  coalition,  the  left- 
wing  Reconstructed  Communism 
Party  (rc),  refused  to 
back"  his  1998  budget. 
But  in  days,  Prodi  cut 
a  deal  with  RC  leader 
Fausto  Bertinotti, 
whose  rejection  of  the 
tight  budget  sparked 
such  turmoil  that  he 
had  to  capitulate.  By 
Oct.  16,  Prodi  was 
back  in  power  with  th( 
budget's  25  triUion  lire 
($14.4  billion)  in  deficit  cuts  un- 
scathed— and  a  first-round  entry 
into  Europe's  single  currency,  the 
euro,  all  but  cemented. 

Apart  from  the  sideshow,  how- 
ever, the  real  key  to  Italy's  euro 
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DATA  NATIONAL  STATISTICS  INSTITUTE,  BW 


hopes  is  its  improving  economy. 
After  two  quarters  of  decline, 
growi:h  spurted  1.6%  in  the  sec- 
ond cjuarter  (a  6%  annual  rate), 
and  the  third  also  will  be  strong. 
But  that  pace  is  not  sustainable. 

Growth  is  naiTow,  dri- 
ven by  the  govern- 
ment's cash  incentives 
to  households  to  scrap 
10-year-old  cars  and 
buy  new  ones,  a  plan 
that  is  boiTowing 
from  future  sales. 
September  car  regis- 
trations soared  75% 
from  a  year  ago,  and 
auto  output  is  boom- 
ing, lifting  industrial  production. 

As  the  auto  effect  wears  off, 
growth  will  slow  sharply  this  win- 
ter, but  the  improving  trend  will 
remain  in  place  as  gi'owth  broad- 
ens. The  recovery  will  be  fueled 


by  a  pickup  in  Europe  that  is  lift 
ing  exports  as  the  drag  from  the 
stronger  lira  wanes.  Rising  confi- 
dence and  real  wages,  reflecting 
inflation's  drop  to  1.4%  in  Septen 
ber,  Avill  lift  consumer  demand, 
and  increased  capital  spending  is 
expected  to  kick  in  soon. 

Growlh  will  remain  moderate, 
reflecting  tight  fiscal  and  mone- 
taiy  policy,  but  modest  gi'owth 
and  low  inflation  will  allow  the 
Bank  of  Italy  to  cut  interest  rate 
next  year  to  converge  with  those 
of  other  euro  nations.  Many  econ- 
omists, including  those  at  the  Eu 
ropean  Commission,  believe  the 
government's  grow^th  targets — 
1.2%  for  1997  and  2%  for  1998— 
are  too  low.  Even  with  those  tar- 
gets, the  1998  budget  will  cut  the 
deficit  to  2.8%  of  gi-oss  domestic 
product,  from  the  3%  all  but  as- 
sured for  1997. 
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when  you  can  count 
on  a  telecom  company 
to  improve  business, 
that's  news. 


With  Sprint  on  your  side,  you'll  get  professionals  who 
not  only  understand  your  sinall  birsiness,  but  come 
up  with  new  ideas  to  help  it  perform  even  better.  The 
Sprint  Business  Solutions  Center  offers  a  Specialist 
who  knows  you.  and  stays  in  touch  with  your 
business  to  put  enhanced  communications  to  work  for 
you.  They'll  even  .stay  ahead  of  your  needs  and  respond  ti) 
your  challenges  with  custom  .solutions.  In  today's  world, 
that's  news,    www.sprint.com     1-888  SPRINT  BIZ 


Sprint 


We  help  your  business  do  more  business 


News:  Analysis  &  Commentary 


TRUSTBUSTERS 


GOING  AFTER 
GATES 


Janet  Reno  isn't 
the  only  one 
getting  tough 
with  Microsoft 


M 


licrosoft  Chairman  William  H. 
Gates  III  sits  comfortably  at  the 
end  of  a  conference  table  at  a 
I  resort  near  Phoenix,  where  he's 
attending  an  industry  schmoozefest.  Nei- 
ther rocking  in  his  chah-  nor  pacing — as 
he  does  when  excited — Gates  seems  al- 
most serene.  No  matter  that  the  Jus- 
tice Dept.  just  hauled  his  company  into 
court  to  enforce  a  consent  decree.  Or 
that  Justice  is  also  looking  into  a  half- 
dozen  Microsoft  deals  and  business  prac- 
tices. Or  that  attorneys  general  in  six 
states  are  launching  inquiries.  Or  that 
Sun  Microsystems  is  suing  for  breach 
of  contract.  Or  that  a  Senate  committee 
plans  hearings  and  even  Ralph  Nader 
is  piling  on. 

None  of  it  really  mattei's,  says  Gates, 
who  traces  all  the  activity  back  to  dis- 
gruntled rivals  such  as  Netscape  Com- 
munications Corp.  "It's  the  way  they 
play  the  game.  By  using  lawyers.  For- 
tunately, that  has  no  effect  on  the  guys 
who  come  in  to  write  softwai'e  or  with 
our  customers,"  he  says. 

Perhaps  Gates  shouldn't  feel  cjuite  so 
comfy.  Sure,  seven  years  of  investiga- 
tions by  the  feds  have  had  little  impact. 
Even  the  1995  consent  decree,  which 
ended  a  Justice  antitmst  case,  failed  to 
slow  Microsoft's  momentum. 

But  this  time  could  be  different.  On 
Oct.  22,  Justice  showed  it's  playing  hai'd- 
ball.  It  released  documents  indicating 
that  Microsoft  threatened  to  temiinate 
Compaq  Computer  Coi'p.'s  contract  to 
install  Windows  95  on  its  computers  if 
Compaq  continued  to  remove  the  Mi- 
crosoft Internet  Explorer  icon  from 


opening  screens  because  it  had  a  deal  to 
display  Netscape  Navigator  The  docu- 
ments, which  include  a  June  6,  1996, 
letter  fi'om  Microsoft  and  testimony  by 
a  Compaq  executive,  could  help  Justice 
make  the  case  that  Microsoft  coerced 
PC  makei's  that  wanted  Windows  into 
using  other  Microsoft  products. 
TIGHT  LINKS.  Another  big  difference  this 
time  is  the  number  of  parties  aiTayed 
against  Microsoft.  "We're  just  one  of 
many  now,"  says  Peter  Hartei-,  an  in- 
house  lawyer  for  Netscape.  In  fact, 
Microsoft's  still-expanding  power  is 
drawing  companies  from  outside  the 
computer  industry  into  the  enemy  camp. 
Sabre  Group  Holdings  Inc.,  the  Fort 
Worth  travel-reservation  service,  has 
joined  Sun  and  others  in  launching  a 
lobbying  gi'oup,  the  Council  for  a  Com- 
petitive Electronic  Marketplace.  The 
companies  hope  to  get  dozens  of  others 
to  join  the  gi*oup  to  pressiu'e  the  gov- 
ernment to  crack  down  on  Microsoft,  ac- 
cording to  an  executive  at  a  company 
that  decided  not  to  join.  Companies  are 
being  asked  to  contribute  up  to  $250,000 
to  finance  an  anti-Microsoft  media  cam- 
paign, too,  says  the  exec. 

Wliat's  their  beef?  A  coalition  docu- 
ment notes  that  Microsoft  has  launched 
or  plans  to  launch  online  services  for 
travel,  car-buying,  investments,  real  es- 
tate, insm-ance,  banking,  bill-paying,  and 
local  entertainment.  By  linking  its  ser- 
vices tightly  to  Windows,  they  fear,  the 
software  giant  will  be  able  to  capture 


customers  before  they  have  a  chai 
to  discover  competitors.  "No  single 
tity  or  individual  should  control  acc 
to  the  electronic  marketplace,"  say; 
coalition  document,  a  copy  of  which 
obtained  by  business  week.  Sabre  '< 
Sun  decUned  to  comment  on  theii*  pla 

At  the  moment,  however,  Microso 
No.  1  worry  is  Justice,  whose  suit  co 
have  an  immediate  impact  on  how 
company  does  business.  The  action, 
nounced  on  Oct.  20  by  Attorney  Gen 
al  Janet  Reno  and  her  chief  antitr 
lawyer,  Joel  I.  Klein,  asks  that  Micros 
be  declared  in  contempt  of  court  for 
olating  a  1995  consent  decree.  Rene 
asking  the  court  to  levy  fines  of  $1 
lion  a  day  as  long  as  Microsoft  rema 
in  violation. 

The  Justice  suit  concentrates  on  th 
type  of  "tying"  arrangements  de- 
scribed in  the  Compaq  testimo- 
ny, lying  arises  when  a  cus- 
tomer is  forced  to  buy  one 
product  to  get  another. 
Specifically,  Justice  says  Mi- 
crosoft's practice  of  requiring 
personal-computer  makers  that 
ship  Windows  on  their  Pes  to  also 
sMp  Internet  Explorer  violates  the 
consent  decree.  "It's  an  abuse  of 
monopoly  power,"  says  Klein. 

What's  important  about  the 
issue  is  how  it  affects  the  de- 
velopment of  the  software 
market.    At   the  moment, 
Netscape  has  60%  of  the 


Who's  looking 
into  Microsofi's 
business 
practices 


THE  JUSTICE  DEPT.,  in  addition  to 
an  Oct.  20  suit  to  enforce  terms  of  a 
1995  consent  decree,  is  examining 
Microsoft's  $150  million  investment 
in  Apple  Computer  as  well  as  deals 
with  small  tech  outfits  that  may  lock 
up  technology  for  sending  audio 
and  video  over  the  Net.  Also  look- 
ing into  contract  practices,  includ- 
mg  issues  involving  Sun's  Java. 


/ 
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Web-browser  market.  But  if  Microsoft 
can  continue  to  require  PC  makers  to 
ship  Explorer  with  eveiy  Windows 
machine — and  it  can  proceed  with 
plans  to  merge  the  browser  with 
the  operating  system  in  Windows 
98  next  year — then  Microsoft 
could   take   that   lead  away. 
Netscape,  which  is  working  with 
Justice,  fears  that  the  merged 
product  could  make  the  tying  ar- 
gument moot.  "Integration  is  a 
technique  Microsoft  is  using  to  get 
around  the  consent  decree,"  says 
Netscape  ceo  James  L.  Barksdale. 

Microsoft  denies  that  it  has  done  any- 
thing wrong.  It  says  Internet  Explorer 
is  not  a  separate  product  subject  to  the 
"tying"  prohibition  but  merely  a  new 


feature  of  Windows.  It  says  the  con- 
sent decree  allows  it  to  add  features  to 
its  products,  just  as  competitors  do. 
Says  William  H.  Neukom,  Microsoft's 
senior  vice-president  for  legal  affairs: 
"We're  fully  in  compHance." 

Antitrust  experts  disagree  about 
whether  Justice  can  win.  Because  the 
consent  decree  is  ambiguous,  says  one 
lawyer  not  connected  with  the  case, 
"Microsoft  has  a  better  than  50-50 
chance"  to  beat  it.  That  lawyer's  worry 
is  that  if  Justice  does  not  win  in  the 
current  case,  it  may  be  discouraged 
from  going  ahead  with  a  series  of  other 
investigations  into  Microsoft,  which 
Klein  confirms  are  under  way.  The 
agency  is  probing  the  $150  million  in- 
vestment Mici'osoft  made  in  Apple  Com- 
puter Inc.  in  August,  as  well  as  its  sub- 
stantial holdings  in  the  most  successful 
startups  that  have  technology  for 
"streaming"  video  across  the  Net. 

Meanwhile,  state  attorneys  gener- 
al from  California,  Connecticut,  Mass- 
achusetts, Minnesota,  New  York,  and 
Texas  are  looking  into  Microsoft's  for- 
ays into  online  banking  and  travel  ser- 
vices. The  Senate  Judiciary  Commit- 
tee will  get  into  the  act  in 
November  with  a  set  of 
hearings  on  competition 
in  the  computer  indus- 
try. And  consumer  ac- 
tivist Nader  will  be 
hosting  a  conference 
on  the  same  theme. 
"A  lot  of  people  are 
afraid  to  come," 
says  Nader. 
"We  may  have 
to  have  an 
incognito 


SENATE  JUDICIARY 
COIVIMITTEE  Has  scheduled 
hearings  to  examine  dominance 

by  Microsoft  and  Intel  of 

various  sectors  of  the 

computer  industry. 

RALPH  NADER  Plans  a 
symposium  on  Nov.  13 
on  Microsoft's  alleged 
antitrust  violations. 


SUN  MICROSYSTEMS  Is  suing 
Microsoft  for  breach  of  contract  for 
the  way  the  softv\/are  giant  is  using 
licensed  Java  software  technology. 

STATE  ATTORNEYS  GENERAL 

In  California,  New  York,  Texas, 
Massachusetts,  Minnesota,  and 
Connecticut  are  checking  into 
a  variety  of  possibly 
anticompetitive  practices. 


section,  with  bags  over  their  heads." 

Ultimately,  the  biggest  danger  to 
Microsoft  is  a  computer  industry  that 
evolves  beyond  Windows.  Many  cus- 
tomers and  Microsoft  rivals  are  betting 
that  Sun's  Java  programming  language 
may  allow  just  that.  Capable  of  i-unning 
on  all  sorts  of  computers  and  across  net- 
works, Java  might  make  conventional 
computer  operating  systems  such  as  Wm- 
dows  passe.  No  wonder  Microsoft  and 
Sun  are  wi'angling  over  Java — in  comt. 

By  Steve  Hamm  in  Scottsclale,  Ariz., 
with  Susan  B.  Garland  and  Owen  Ull- 
rnann  in  Washingtmi,  and  bureau  reports 
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MERGERS  &  ACQUISITIONS 

BEHIND  THE  NEW 
DEAL  MANIA 

The  latest  consolidations  are  for  growth,  not  cost-cutting 

The  valuations  may  seem  staggering.  Acquirers  may  seem  to  be 
oveireacMng.  But  week  in  and  week  out.  deal  mania  continues.  The 
latest  crop:  the  merger  of  kpmg  Peat  Mai-wick  and  Emst  &  Young, 
fonning  the  world's  largest  professional  services  firm;  the  white 
knight  rescue  of  ITT  Corp.  by  real  estate  investment  tmst  king  Barry 
Sternlicht  to  create  the  world's  mightiest  hotel  operator;  and  the  retmii 
to  prominence  of  media  mogul  Bany  Diller,  who  is  acquiiing  the  televi- 
sion assets  of  Seagram  Co.'s  Universal  Studios. 

Meanwhile,  what  could  turn  out  to  be  the  lai'gest  deal  in  Ameiican  liis- 
tory,  the  battle  for  MCi  Communications  Corp.,  continues.  The  play- 
ers— WorldCom,  GTE,  British  Telecommunications,  and  MCi — were  ex- 
pected to  start  a  series  of  discussions  by  Oct.  24. 

Unlike  the  last  wave  of  consolidations  earlier  this  decade — inspired 
by  the  need  to  slash  costs — many  of  today's  dealmakers  are  buying  for 
growth.  Assuming  a  continuing  growth  cycle,  acquirers  and  merger 
partners  alike  are  looking  for  new  customers,  complementary  busi- 
nesses, fresh  markets,  and  the  chance  to  leverage  existing  strengths 
with  new  ones,  business  week  takes  a  closer  look. 


$l3.3BilUon  ^ 

THE  GLOBAL 
TITAN  OF  HOTELS 

it  has  become  a  game  in  the  hotel  in- 
(kistry  to  guess  where  Barry  Stern- 
htht  might  check  in  next.  Over  the  past 
2'/j  years,  the  brash,  36-year-old  vulture 
invt'stor  has  averaged  close  to  one  ac- 
quisition a  month  as  he  dealt  his  way 
from  a  tiny  Los  Angeles-based  hotel  real 
estate  iji-  o^stment  trust  into  a  hotel  giant 
worth  $4..";  l^illion,  including  September's 
piu'chase  of  Westin  Hotels.  Still,  no  one 
understood  tlie  (^xtent  of  his  ambition. 
On  Sept.  29,  Sternlicht  sent  ITT  CEO 
Rand  Ai-askog  a  four-word  note  stating: 


SHARP  ELBOWS:  Sternlicht  has  pushed  Hilton  aside 


"We  have  to  talk."  Three  weeks  later, 
Sternlicht  forx-ed  Hilton  Hotels  Corp.  to 
drop  its  hostile  bid  for  itt  Corp.  with  a 
$9.8  billion  fiiendly  offer  to  buy  the  hotel 
giant.  If  the  deal  goes  through,  Stem- 
licht's  Starwood  Lodging  Tiiist  will  be 


the  biggest  hotel  operator  in  the  w(.ii 

Where  does  StemUcht  get  off  ell  < 
ing  past  the  woi'ld's  largest  hotel  ( 
pany?  Stai-wood  is  a  reit  that,  bee;' 
of  a  gi'andfathered  provision  in  its  cl 
ter,  can  both  own  and  operate  its  pi  ; 
erties.  To  keep  their  corporate  tax-f 
status,  modern-day  hotel  re  its  ai"e  for 
to  lease  out  oper-ations  to  thirxl  part 
which  can  er-ode  profits.  Steriilicht's  R 
consists  of  two  companies — one  that 
er-ates  the  hotels  and  pays  tax,  and 
that  owns  the  i-eal  estate  and  does  ; 
But  the  two  are  pair-ed  together,  w 
the  same  shareholder's  and  the  sa 
management.  "This  way  we  don't  hav< 
give  up  control  to  some  guy  who  says 
need  gold  doorknobs  and  crystal  ch 
deher's,"  says  Sternlicht. 
AN  ONGOING  BOOM?  That  structure 
helped  Sternlicht's  reit  return  more  t 
50%  a  year.  And  that  in  tiuTi  has  b 
enough  for  Wall  Street  to  boost 
takeover  r^esomx-es  by  biunping  his  st 
to  12  times  oper-ating  cash  flow,  or  i 
higher  than  Hilton's. 

Buying  a  tr-ophy  and  running  it 
two  differ'ent  things,  itt  has  already  ( 
lined  $55  million  in  cost  savings.  St( 
licht  aims  to  cut  some  $50  million  rr 
by  combining  operations.  And  he 
gi'oup  his  existing  hotel  holdings  un 
the  Sher'aton  or  Westin  names.  Anahi 
predict  substantial  ongoing  tax  savirs. 

Star-wood's  cost  of  capital  could  cli  b. 
der-ailine  the  tr'ansaction  if  Wall  Stret 
starts  to  sour  on  i 
deal.  A  bigger  i*isl;. 
that  the  9%-a-year  s;es 
gi-owth  the  full-ser'? 
liotel  sector  is  exp' 
encing  may  not  conn 
ue.  And  Sternlicht  is  s 
suming   a   lofty  : 
incr-ease  in  cash  flow  . 
shar-e  even  after  he  niv 
tlian  doubles  his  sh;p 
( lutstanding.  He 
have  to  deliver  this, 
mor'e,  to  stay  on  a  i' 
I      With  low  "debt  le\ 
r-r^^^  Ster-nlicht  should  e; 

•  ^.-■'•''''^    I  meet  inter'est  paymt 
But  a  lot  depends 
that  stock  price.  A  Efi 
wliich  is  r'equired  to  v 
out  95%  of  its  tax; 
income  to  shar'eholi 
each  year,  has  to  re' 
~  fr-equently  to  the  s-. 
mai-ket  for-  capital.  And  ITT  was  ;> 
thing  but  a  Wall  Str-eet  dar'ling  be 
Hilton  came  along.  The  question 
will  be  whether-  Ster-nhcht  can  swa)\ 
ITT  and  keep  liis  magic  touch. 

By  Kathleen  Moms  in  Los  Ani' 
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$  18  Billion 


HEN  THERE 
/ERE  FOUR 

s  recently  as  September,  Erast 
&  Young  Chairman  Philip  A. 
skawy  said  he  had  no  appetite 

•  a  merger.  But  after  the  Sept.  18 
port  that  Price  Waterhouse  and 
lopers  &  Lybrand  would  merge, 
skawy  got  hungiy.  That  day,  he  ap- 
Dached  Deloitte  &  Touche,  says  De- 
tte  &  Touche  Tohmatsu  International 
lairman  and  ceo  Edward  A.  Kangas. 
hen  that  didn't  work,  Laskawy  called 
MG  Peat  Mai-wick  Chaimian  Stephen 
Butler  on  Sept.  25.  And  on  Oct.  20, 
3  firms  announced  plans  to  merge, 
hat  once  was  the  Big  Eight  is  now 
coming  the  really  Big  Four. 

But  please  don't  call  them  accoun- 
nts.  These  new  giants  are  being 
iated  to  pui'sue  the  fast-gi"owing  "pro- 
.sional  services"  business — a  combi- 
tion  of  auditing  and  such  sei-vices  as 
?h-tech  consulting.  The  new  Ernst- 
MG  entity  will  be  top  dog,  with  $18 
lion  in  revenues,  says  Laskawy,  fol- 
ved  by  Price-Coopers,  Andersen 
3rldwide,  and  Deloitte  &  Touche. 
:ecutives  at  the  mei'ging  firms  say 
5}'  simply  need  more  bodies  to 
;et  chents"  needs  for  services 
)r!dwide.  Says  James  J.  Schiro, 
0  of  Price  Waterhouse:  "There  is 
almost  insatiable  demand  for  in- 
lectual  capital." 

'NFLICT  OF  INTEREST?  But  will  super- 
ing  pay  off?  "It's  not  like  manufac- 
ring  ball  bearings,  where  there  are 
vious  synergies  to  combining,"  says 
)bert  Willens,  tax  and  accounting  ex- 
it at  Lehman  Brothers  Inc.  And  the 
^traction  of  merging  could  give 
cond-tier  firms  an  opening.  Says 
chard  A.  Stuart,  partner  at  Grant 
lornton:  "We're  not  exactly  turning 
ck  flips,  but  we're  pretty  excited." 
There  is  also  the  question  of  con- 
;ts  of  interest.  Will  the  new  giants, 

*  example,  go  easy  on  audits  in  hopes 
winning  consulting  work?  "This  cre- 
es  much  more  compliance  between 
ditors  and  chents,"  says  Melvyn  I. 
eiss,  senior  partner  at  Milberg  Weiss 
irshad  Hynes  &  Lerach.  kpm(;'s  But- 
'  says  it's  not  a  concern:  "Our  audi- 
I's  are  extremely  professional  and  in- 
pendent." 


A  mure  present  danger:  the  Justice 
Dept.,  which  may  sciutinize  the  deals  to 
make  sure  audit  pi'ices  don't  rise.  But 
clients  have  raised  few  red  flags.  In- 
deed, Brad  Hintz,  chief  financial  officer 
of  Lehman  Brothers  Holdings  Inc.  and 
an  E&Y  client,  says  he's  "quite  opti- 
mistic" about  lower  fees. 

For  now,  Andersen  Worldwide  is 
mum  about  merger  plans,  and  Deloitte 
&  Touche  says  it  has  no  interest.  "It 
diminishes  competition,"  says  ChaiiTnan 
Kangas.  "And  it  can  cause  too  many 
conflicts  of  interest."  Sour  gi'apes — or 
sage  advice? 

By  Jennifer  Reingold  in  Neiv  York, 
with  Richard  A.  Melcher  in  Chicago 


HSN-SEAGRAM 


^4.1  Billion 

Cnah  and  equity 


IT'S  PRIME  TIME 
FOR  BARRY 

Edgar  Bronfman  says 
he  came  up  with  the 
idea  five  months  ago  at 
4  a.m.  The  Seagram  Co. 
chief  executive  saw  a 
door  closing  for  TV 
shows  produced  by  Sea- 
gram's Universal  Stu- 
dios as  other  studios 
bought  01'  laimched  theii- 
vmvi  networks.  His  din- 
ner partner  that  night, 
HSN  Chairman  Barry 
Diller,  had  a  different  problem.  With  a 
string  of  TV  stations  that  reached  only 
30%  of  the  country,  he  faced  a  dead  end 


DILLER:  l>lo  longer  an  also-ran 


in  liis  ambition  to  convert  his  cable-shop- 
ping netwoi'k  into  a  national  TV  network. 

That's  why  Dillei'  and  Bronfman  view 
their  Oct.  20  agi-eement  to  merge  much 
of  Seagi'am's  Universal  Studios  TV  and 
cable  operations  with  hsn  as  a  match 
made  in  heaven.  They  hope  to  cobble  to- 
gethei-  a  seventh  TV  network  that  wOl  be 
unique:  high-end  progi-amming  to  be 
seen  over  both  cable  and  broadcast 
stations.  It's  "creating  value,"  Bronf- 
man says,  sitting  in  his  14th-floor  of- 
fice on  the  Universal  Studios  lot. 
Maybe  so,  but  the  value  of  this 
deal  depends  on  whether  Diller, 
creator  of  the  Fox  network,  can 
make  the  whole  gi-eater  than  its 
parts.  Even  he  admits  that  it  will 
be  "no  Cakewalk."  The  key  is  the 
USA  network  itself,  which  reaches  74  mil- 
lion homes  but  is  tuned  in  by  only  2%  of 
them  each  day.  Diller  aims  to  get  usa's 
market  share  up  to  double  digits  and 
link  them  to  hsn's  25  tv  stations  in  a 
network  covering  90%  of  the  country. 
That  will  enable  usA  to  boost  ad  rev- 
enues closer  to  those  charged  by  net- 
works such  as  ABC  and  CBS.  And  with  90- 
second  infbmercials  between  shows,  usA 
could  market  Home  Shopping's  wai-es. 

Diller's  programming  sldEs  will  be  key. 
The  company  must  stand  out  in  what 
Bronfman  calls  "a  fractionalized  world." 
Dm-ing  the  day,  Diller's  stations  will  focus 
on  slick  local  progi'amming  and  news, 
while  Universal  will  produce  netwoi-k- 
quality  shows  for  prime  time.  What 
shows  will  the  network  air?  Diller  isn't 
saying,  but  promises  they'll  be 
distinctive.  "Who  but  Bany  Dill- 
er would  you  want  putting  tliis 
together  for  you?" 
/  ^       says  Bi'onfinan,  a 
Diller  friend  for 
\^  '\;,    23  years. 
■  Friendship 
aside,  Bronfman 
needs  Diller  to  succeed  if  Univer- 
sal is  to  have  a  guai-anteed  place  to  aii' 
its  TV  shows  and  movies.  The  tv  opera- 
tion, despite  a  modest  tumai'ound,  is  still 
Universal's  weakest  unit.  And  if  Diller 
can  woi'k  his  magic  Universal  may  also 
liave  its  own  network: 
Under  the  deal,  Sea- 
gram can  increase  its 
45%'     stake     in  the 
merged  operation,  and 
it  can  reclaim  the  asset 
when  the  55-year-old 
Diller  leaves  or  refuses. 
"It's  structured  like  a 
car  lease,"  says  one  TV 
exec.  "Diller  can  drive 
it  and  pre  ten  tl  he  owns 
it,  but  in  the  end  he  has 
to  give  it  back."  When  that  happens, 
Bronfrnan  expects  a  fat  residual  value. 
By  Ro7Mld  Grover  in  Los  Angeles 
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COMIVIENTARY 

By  David  Greising 


WHAT  OTHER  CEOs  CAN  LEARN  FROM  GOIZUETA 


Not  long  after 
Roberto  C. 
Goizueta  fled 
Cuba,  settled  his  fami- 
ly in  Miami,  and 
resumed  his  career  at 
Coca-Cola  Co.,  other 
companies  started 
offering  him  lucrative 
jobs.  But  he  ignored 
them.  His  wife,  01- 
guita,  begged  him  to 
interview  with  one 
company  that  promised 
to  double  Goizueta's 
$18,000  Coke  salary, 
his  son  recalled  in  a 
eulogy  Oct.  21.  "Are 
you  kidding?"  he  told 
her.  "I  love  working  at 
Coca-Cola  so  much  I'd 
do  it  for  free  if  I  had 
to."  And  in  his  47-year 
career  at  Coke, 
Goizueta's  ardor  for  his 
job  and  company 
seemed  only  to  grow, 
even  up  to  his  abrupt 
death  of  compHcations 
from  lung  cancer  on 
Oct.  18. 

STARK  CONTRAST.  Per- 
haps the  greatest  proof 
of  Goizueta's  devotion 
was  the  succession  plan  he  laid  out 
years  before  he  died.  Goizueta 
tagged  M.  Douglas  Ivester  as  his 
heir  in  1994,  promoting  him  to  presi- 
dent and  chief  operating  officer'.  The 
Coke  board  was  expected  to  name 
Ivester  chief  executive  at  a  special 
meeting  Oct.  23.  So  as  gi'eat  as  his 
reputation  was  as  Coke's  ceo  for  16 
yeai-s.  Wall  Street  has  barely  winced 
at  Goizueta's  passing  because  the 
succession  is  so  seamless. 

Goizueta's  plan  stands  in  stark 
contrast  to  the  succession  mess  at 
AT&T  (page  40),  which  finally  conclud- 
ed on  the  same  weekend  Goizueta 
breathed  his  last,  at&t  on  Oct.  20  an- 
nounced that  Hughes  Electronics'  C. 
Michael  Amistr-ong  will  succeed 
Robert  E.  Allen — after  more  than  a 
year  of  turmoil,  caused  in  large  part 
by  the  sitting  CEO's  refusal  to  select 
and  then  stick  with  a  designated  suc- 
cessor. Allen's  presumed  heir,  Alex  J. 


LONG  VIEW 


Coke's  orderly  and 
matter-of-fact  succession  set  the  late 
CEO  apart  as  a  man  of  singular  vision 


Mandl,  left  in  1996,  and  Allen  hand- 
picked  R.  R.  Donnelley  ceo  John  R. 
Walter  to  succeed  him,  despite  Wal- 
ter's lack  of  telecommunications  ex- 
perience. But  nine  months  later,  fail- 
ing to  get  the  nod  from  the  board, 
Walter,  too,  left.  Meanwhile,  at&t  be- 
gan bleeding  market  share,  its 
gi-owth  slowed,  earnings  tumbled, 
and  its  stock  sagged. 

A  student  of  corporate  gover- 
nance, Goizueta  would  have  appreci- 
ated the  AT&T  debacle  as  a  caution- 
ary tale.  "It's  a  tragic  irony  to  have 
these  two  transitions  side  by  side," 
says  Jeffrey  Sonnenfeld,  who  was 
just  named  dean  of  Georgia  Institute 
of  Technology's  DuPree  School  of 
Management.  "One  is  a  personal, 
professional,  and  community  tragedy. 
The  other  is  a  tragedy  veiy  much  of 
corporate  management." 

And  while  at&t  is  an  obvious  case 
of  a  lack  of  succession  planning,  its 


method  is,  sadly,  closer 
to  that  of  most  compa- 
nies than  is  Coke's. 
Even  General  Electric's 
John  F.  Welch,  widely 
regarded  as  Goizueta's 
management  equal, 
has  yet  to  designate  a 
successor 

To  Goizueta,  succes- 
sion was  the  logical  cul- 
mination of  a  program, 
he  designed  to  develop 
and  promote  talented 
people.  He  saw  the  de- 
cision to  delegate  au- 
thority as  one  of  his 
three  main  tasks,  along 
with  his  stewardship  of 
corporate  finance  and 
his  managing  of  Coke's 
reputation.  And  he  saw 
designating  a  successor 
as  the  ultimate  act  of 
delegation. 

Goizueta  first  saw 
Ivester  as  a  comer  in 
1983  when  the  former 
accountant  squeezed 
millions  in  cash  flow  ou 
of  movie  payments  not 
due  to  Coke  for  years. 
Duiing  the  1980s,  he 
toughened  him  with 
challenging  assignments.  Meanwhile, 
Goizueta  developed  more  than  a 
dozen  talented  executives  under 
Ivester 

The  lesson  of  Ivester's  anointment 
vdll  hve  on  at  Coke.  "It's  bigger  thai 
just  having  a  succession  plan,"  says 
board  member  Susan  B.  King.  "For  f 
years.  Coke  has  been  identifying, 
maintaining,  and  developing  the  best 
young  talent.  It's  not  something  that 
happens  overnight."  | 

The  brutal  fact  is  that  succession  i? 
can  indeed  become  an  issue 
overnight.  Roberto  Goizueta  made 
certain  that  the  company  he  loved 
was  ready.  In  his  death,  we  now  seej 
a  final  attribute  of  Goizueta's  Coke 
formula:  Succession  as  the  ultimate 
act  of  leadership. 


Atlanta  bureau  chief  Greising  is 
author  of  a  forthcoming  biography  oj 
Goizueta. 


I 
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Unlimited  Access. 


Shown  Actual  Size 
Just  14  oz 


Contacts 
Calendar 
To-Do  List 
Memos 

Home/World  Time 


Never  be  without  your 
PC  organizer  information, 


Introducing. 


PC    COM  PA  N  I  O  N 

Now,  a  credit-card-sized  way  to  carry  your  organizer  information  without  carrying  a  heavy  laptop  or  bulky 
organizer.  REX  gives  you  access  to  up  to  3,000  entries  —  with  the  press  of  a  few  keys,  view  your  calendar,  contacts, 
to-do  list  or  memos,  anytime,  anywhere.  Simply  enter  data  on  your  PC,  download  through  your  laptop's  PC-Card  slot 
or  your  desktop's  senal  port  with  the  REX  Docking  Station  -  then  go!  REX  comes  with  its  own  easy-to-use 
PC  organizer  software,  REX  TrueSync™  Information  Manager.  This  full-featured  organizer  program  also  easily  imports 
data  from  most  popular  organizers,  including:  Sidekick  98,  Lotus  Organizer,  Microsoft  Schedule-^  and  Outlook,  and 
Symantec  ACT!.  REX  gives  you  unlimited  access  to  the  information  you  need  most  —  Starting  at  $129. 


1 


ROLODEX 


.-^,>>  Starfish 
"^1"  Software 


Software  designed,  developed  and 
produced  by  Starfish  Software. 


ELECTRONICS 

For  more  information,  call  toll-free  1-888-REX-6400 
or  visit  us  online  at  www.franklin.com/rex 


News:  Analysis  &  Commentary 


EXECUTIVE  SUITE 


GET  BUSY, 
MR.  ARMSTRONG 

What  AT&T's  new  CEO  must  do  to  rouse  the  torpid  titan 


In  the  course  of  his  long  career,  C. 
Michael  Armstrong  has  seen  worse 
things  than  the  situation  he  confronts 
as  the  incoming  chief  executive  of  AT&T. 
Wlien  Armstrong  took  over  at  Hughes 
Electronics  Corp.  in  1992,  more  than 
half  of  the  defense  contractor's  revenues 
came  from  the  Pentagon — but  defense 
spending  was  dropping  steadily.  Profits 
had  fallen  30%  from  their  1988  peak. 
"They  knew  how  to  make  a  budget,  but 
they  didn't  know  how  to  make  money," 
says  Armstrong. 

Fr'esh  from  heading  up  iKM's  Euro- 
pean operations,  Aj-mstrong  moved  fast 
at  Hughes  Electronics.  He  cut  expenses, 
used  bonuses  to  motivate  employees, 
and  invested  heavily  in  promising  new 


ventures — notably  the  DirecTV  satellite 
broadcasting  system.  Sales  began  to 
grow,  profits  recovered,  and  Hughes 
stock  moi'e  than  tripled,  fi'om  20  to  65. 

AT&T's  board  is  betting  that  Arm- 
strong, 59,  can  perform  the  same  feat 
when  he  takes  over  on  Nov.  1.  Under 
Chairman  and  ceo  Robert  E.  Allen, 
AT&T  listed  badly.  Its  share  of  the  long- 
distance market  has  tumbled  to  54%, 
while  its  efforts  to  get  into  the  $100 
billion  local  phone  market  have  stalled. 
And  it  lisks  being  echpsed  as  the  coun- 
try's preeminent  phone  company  if  CTE 
or  WorldCom  manages  to  bag  MCl 
Communications.  "Right  now,  AT&T  is 
kind  of  being  left  behind,"  says 
Jonathan  Kolle  of  Wilmington  Ti-ust 


WHY  IS  THIS  MAN  SMILIN4' 

Armstrong,  flanked  by 
Allen  (far  left)  and  Zegli 

Corp.,  an  at&t  sharehold- 
The  blunt,  Harley-rid' 
Armstrong  says  he  doe> 
'iMve  a  specific  game  pi; 
>ince  he  hasn't  even  start 
on  the  job  yet.  But  his  ( 
pectations  ai"e  cleai*:  "I'm  ; 
solutely  convinced  that  t 
company  is  going  to  lead  i 
fastest-changing  industn 
the  world,"  he  says. 

Item  one  is  to  get  ai 
growing  again.  Revenues 
the  first  nine  months  ri 
less  than  2%,  to  $39.6  billi : 
and  net  income  drop} 
23%,  to  $3.3  biUion.  To  ii- 
prove  the  bottom  fine  in  the  long  ri,: 
AT&T  needs  to  start  building  the  tp 
line — sales — right  away.  Based  on 
tei'\'iews  with  shareholders,  top  Indus 
executives,  analysts,  and  Armstrcg 
himself,  here's  an  outline  of  where  ait 
must  look  for  gro\\i:h: 
Get  local  fast.  "No  one  service  \ii 
stand  on  its  own,"  says  Spiint  Chairnisi 
William  T.  Esrey,  whose  company  f- 
fers  nationwide  long  distance,  wii-el< 
and  Net  access — and  some  local  phtx 
service,  at&t  launched  local  operatids 
in  seven  markets  but  is  no  longer 
tively  marketing  in  any  of  them,  cla 
ing  obstruction  by  the  local  phone  i- 
cumbents. 

Now,  industry  executives  say,  aw 
should  buy  its  way  into  the  local  m^ 
ket.  The  most  attractive  target  is  G3. 
because  it  has  a  national  footpiint  an(is 
the  only  big  local  company  allowed  iio 
long  distance  now.  If  GTE  is  unavailale 
because  of  its  mci  deal,  at&t  should  ci- 
sider  Teleport  Communications  GroB. 
It  has  networks  in  57  big  U.  S.  citjs 
and  solid  management. 
Expand  more  aggressively  overses. 
While  MCl  hooked  up  with  Britlli 


A  BUMPY  SUCCESSION  PATH 


While  AT&T  .struggled  to  find  a  successor  to  Robert  Allen, 
dness  stalled,  and  its  stock  drifted 


50  


45j 


AT&T  STOCK  PRICE 


OCT.  23, '96   MAY  27, '97  OCT,  20, '97 

John  Walter  is  named        News  leaks  of  a  possible  Hughes  Electronics  1 

merger  of  AT&T  and 
SBC  Communications 


30 


SEPT.  20,  '95 

Chairman  Bob  Allen 
announces  a  plan  to  break 
the  company  in  three 


AUG.  19, '96  - 

Eager  to  run  his  own  company,  MAR.  3, '97 

would-be  Allen  successor   Walter  unveils  a  %'i  billion 

Alex  Mandl  resigns  capital-spending  plan 


JULY  16,  '97 

Walter  resigns  after  board- 
says  it  won't  promote  him 


SEPT.  20, 
▲  DOLLARS 


OCT.  21, '97 
DATA;  BLOOMBERG  FINANCIAL  MARKETS 
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both/and 


ot  either/or.  Both  good  design  and  business  performance.  Both  our  Outstanding  Corporate  Innovator 
ward  from  the  Product  Development  &  Management  Association  and  $40.9  million  of  economic 
aiue  added  in  fiscal  1997,  a  296%  increase  from  the  year  before.  Both  improving  the  quality  of  work  life 
)r  people  and  creating  productive  workplaces  for  organizations.  Both  environmental  responsibility 
nd  nine  straight  quarters  of  record  orders,  sales,  and  earnings.  Achieving  such  a  balance  is  only 
ne  of  the  lessons  Herman  Miller  has  learned  over  the  years  through  its  work  with  design  and 
icility  organizations  and  customers.  We  try  to  put  this  balance  into  practice  in  our  own  facilities 
nd  our  own  business.  We  like  to  think  that  living  a  balance  helps  us  put  this  lesson  to  work  for  you. 


U  herman  miller 

HERMAN  MILLER      MILLER  SQA      MERIDIAN      MILCARE  CORO 


©  1997  Herman  Miller.  Inc. 


News:  Analysis  &  Commentary 


Telecommunications  PLC,  and  Sprint 
joined  forces  with  France  Telecom  and 
Deutsche  Telekom,  at&t  has  been  left 
behind.  "Of  the  thi-ee  [U.  S.]  supercarri- 
ers,  they  are  in  last  place  clearly,"  says 
Raul  L.  Katz,  a  vice-president  at  con- 
sultant Booz,  Allen  &  Hamilton  Inc. 
AT&T  needs  to  form  new  partnerships 
with  such  powerhouses  as  Japan's  Nip- 
pon Telegraph  &  Telephone  Corp.  or 
Britain's  Cable  &  Wireless  PLC.  In  ad- 
dition, it  must  build  stronger  ties  with 
its  cuiTent  partners  to  be  able  to  offer  a 
comjjrehensive  package  of  coii^orate  ser- 
vices around  the  world.  "There's  no 
question  there's  going  to  be  more  in- 
ternational traffic,  so  more  cooperation 
overseas  is  necessaiy,"  says  ceo  Chai'les 
Lee  of  CTE. 

Get  serious  about  data,  at&t  has 

been  focused  on  the  voice  market  for  a 
simple  reason:  At  $180  bilhon,  tliis  busi- 
ness dwarfs  the  data  market,  which 
Dataciuest  estimates  at  about  $20  bil- 
hon. But  revenue  from  data  service  is 
growing  at  neai'ly  20%  a  year,  compared 
with  just  5%  for  voice.  Newer  players 
such  as  WorldCom  are  locking  up  big 
slices  of  the  data  market  by  buying  In- 
ternet access  providers,  at&t  should  in- 
vest in  more  flexible  networks  to  cap- 
ture more  of  the  data  market.  John  D. 
Zeghs,  who  was  named  AT&T's  president 
as  Annstrong  became  ceo,  has  champi- 
oned investments  in  networks  that  can 
carry  data,  video,  and  voice.  That  would 
be  money  well  spent. 
Cut  overhead.  In  a  business  with  econ- 
omies of  scale,  there's  no  good  reason 
for  the  largest  player  to  have  the  high- 
est costs.  But  AT&T's  sales,  administra- 
tive, and  general  expenses  are  28%  of 
revenues,  compared  vdth  27%-  at  mct, 
22%  at  Sprint,  and  19%.  at  WorldCom. 
"They  need  to  get  leaner  and  meaner," 
says  Kolle.  Armstrong  already  seems 
to  be  shiiipening  his  ax.  "Certainly,  AT&T 
has  every  reason  to  be  the  low-cost 
provider,"  he  says. 

Tile  trick  i.>  to  maintain  morale  while 
cutting  jobs.  At  Hughes,  Amistrong  cut 
12,000"  of  6;!,f)00  jobs  his  fii-st  year,  but 
still  managed  to  keep  the  loyalty  of 
most  employees.  One  reason  was  his 
willingness  to  shai'e  profits.  Once,  the 
company  fell  a  year  behind  on  an  air- 
craft project  that  carried  a  $50  million 
bonus  if  it  was  completed  on  time.  The 
unit's  president  suggested  his  900  engi- 
neers get  10%'  of  the  money  if  they 
made  up  the  lost  time.  Aimstrong  of- 
fered them  40%<  and  they  finished  the 
project  on  time.  That's  the  kind  of  man- 
aging that  could  make  at&t  a  secure 
No.  1  again. 

By  Peter  Elstroni  in  New  York 


COMMENTARY 


By  Mike  McNamee 

YOUR  FRIENDLY  IRS?  OH.  SURE 


On  Capitol  Hill,  refoiTners  of  the 
Internal  Revenue  Service  want 
you  to  believe  that  they're  going 
to  turn  the  dreaded  tax  collector  into 
a  "customer-friendly"  service  agency. 
Why,  soon  your  local  auditors  vrill  be 
so  eager  to  please  that  they  might 
even  walk  your  dog  or  wash  your 
car — a  far  cry  from  the  black-shirted 
thugs  portrayed  in  sensational  Sen- 
ate hearings  in  September. 


FACELESS:  IRS  agents  testified  behind  scree )is 


Don't  hold  your  breath.  The 
sweeping  iRS  reform  bill  passed  by 
the  House  Ways  &  Means  Commit- 
tee on  Oct.  22  with  President  Clin- 
ton's reluctant  endorsement  includes 
worthwhile  protections  for  taxpayei's 
who  run  afoul  of  the  tax  collectors. 
But  reformers,  particularly  Republi- 
cans, are  running  the  risk  of  ovei-- 
selling  their  legislation. 
COLD  COMFORT.  Take  the  hot  issue 
of  "burden  of  proof"  Cui'r'ently,  tax- 
payers audited  or  sued  by  the  iRS 
must  prove  theii'  deductions  are 
vahd,  their  incomes  con-ectly  stated, 
and  their  returns  honest.  That  rever- 
sal of  the  usual  presumption  of 
innocence  inspires  Ways  &  Means 
Chairman  Bill  Ai-cher"(R-Tex.)  to 
fulminate  that  "criminals  in  this 
country  have  more  rights  than  tax- 
payers." Archer's  reform  shifts  the 
burden  of  proof  to  the  IRS  in  cases 
before  the  U.  S.  Tax  Court. 

But  that's  little  comfort  to  the  1 
milhon  Americans  who  face  IRS  audits 
each  year.  They  would  still  have  to 


justify  then-  figui'es,  which  is  only  fai 
since  taxpayers  control  the  records. 
The  alternative  is  an  even  more  intn 
sive  IRS  with  power  to  compel  banks, 
accountants,  and  others  to  cough  up 
the  data.  In  practice.  Archer's  plan 
would  mean  only  a  slight  drop  in  the 
30,000  civil  cases  appealed  to  the  Tax 
Couit  each  year  Ajid  the  audits  that 
precede  such  suits  could  become  mor 
intense,  as  agents  try  to  bolster  theii 
cases. 

The  bill  does 
bring  welcome  re- 
forms: Spouses  wh( 
unknowingly  sign  a 
fi-audulent  joint  re- 
tuiTi  would  face  les 
risk  of  punishment. 
Tax  preparers  coul< 
not  be  forced  to  di- 
vulge what  chents 
say  in  confidence. 
And  taxpayers  coa 
more  easily  collect 
damages  when  the 
IRS  goes  wrong. 

But  the  changes 
don't  affect  the  vas 
majority  of  citizens 
who  don't  tangle 
vrith  the  IRS.  What  matters  to  thenr 
is  how  well  the  iRS  answers  ques- 
tions during  filing  season,  how  quid 
ly  refunds  anive,  and  whether  min( 
errors  can  be  cleared  up  with  a  sim 
pie  phone  call.  Congi'ess  can't  legis- 
late improved  service;  that's  a  long, 
grinding  job  of  upgrading  computer 
improving  management,  and  chang- 
ing the  mind-set  of  100,000  iRS  worl 
ers  trained  to  see  taxpayers  as  po- 
tential cheats  instead  of  customers. 

Those  problems  are  the  result  of 
years  of  neglect  by  presidents  and 
Congi-ess.  The  private-sector  iRS  ad\ 
soiy  board  that  Ai'cher  proposes — ai 
Treasiuy  Secretaiy  Robert  Rubin  hi 
begiaidgingly  accepted — could  start  t 
push  the  necessary  changes.  But  the 
real  test  for  irs  refonners  will  be 
their  persistence.  That  won't  match 
concealed  witnesses  for  political  the- 
ater— but  it  could  make  Apr.  15  a  lei 
painful  day  for  ordinary  taxpayers. 


McNamee  covers  the  irs  from 
Washington. 
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THE  NO  RE-LEARNING  KEYBOARD. 

We  spent  millions  developing  it. 
And  now, 

NOBODY  EVER  LOOKS  AT  IT. 

QWERTY.  It  looks  strange.  It  sounds  silly.  But  to  your  hands, 
it's  a  keyboard  layout  they've  known  all  their  lives.  Is  this  a  big 
deal?  Well,  for  years,  notebook  companies  have  rearranged 
the  layout  of  their  keyboards  to  save  space  for  other  features. 
The  result?  Seasoned  professionals  reduced  to  tears  as  they 
hunt  and  peck  their  way  through  a  single  paragraph. 

The  LifeBook"  Family  of  notebooks  was  designed  to 
make  hands  feel  welcome.  We  put  our  keys  where  your 
hands  could  find  them.  And  then  added  spaces  between  the 
function  and  arrow  keys,  so  fingers  of  all  sizes  would  be 
happy  We  insisted  on  a  full-size  keyboard,  with  19mm 
spacing  and  a  full  3mm  travel.  Next,  we  included  full-size, 
dedicated  Home,  Page  Up,  Page  Down  and  End  keys  for 
typing  ease.  And  because  even  the  hardest-working  hands 
need  a  break  now  and  then,  we  added  a  palm  rest. 

It's  a  keyboard  your  hands  can  roam  over  with  ease  and 
familiarity.  You  see,  at  Fujitsu,  we  look  at  keyboards  long  and 
hard.  So  you  don't  have  to. 
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News:  Analysis  &  Commentary 


DEMOGRAPHICS 


GENERATION  $ 
IS  MORE  LIKE  IT 

l\ventysomethings  aren't  slacking  on  personal  savings 


Survey  after  survey  reaches  the 
same  gloomy  concUision  about  sav- 
ings: Americans  are  ckieless 
about  the  importance  of  putting  mon- 
ey away  for  their  retireinent  years. 
Little  wondei'  families  are  still  sav- 
ing barely  4%  of  their  after-tax  in- 
come, despite  six  years  of  economic 
gi'owth.  But  now  comes  a  glimmer 
of  hope  from — of  all  people — the 
nose-ring  set.  Members  of  Genera- 
tion X,  those  45  million  Americans 
in  their  20s  and  early  30s,  seem 
more  anxious  to  save  than  theii'  baby 
boomer  parents. 

According  to  a  sui'vey  released  Oct. 
16  by  the  Employee  Benefit  Research 
Institute,  65%  of  Gen  Xers  say  they've 
already  begun  investing  for  re- 
tirement and  19%  say  they  have 
stashed  away  more  than  $50,000. 
By  contrast,  only  a  third  of  those 
50  and  older  have  saved  that  much — 
and  they've  had  a  20-year  head  start. 
"Xers  see  the  future  differently,"  says 
EBRi  Pi-esident  Dallas  L.  Salisbmy.  "The 
message  they've  gotten  is,  'You  better 
look  out  for  yourself.' " 

Even  those  who  have  put  aside  just  a 
few  bucks  are  thinking  about  long-term 
savings,  ebri  reports  that  26%-  of  Gen 
Xers  have  set  a  retii-ement  savings  goal. 
That's  more  than  boomers  aged  8.3  to 
4o — and  jn-etty  impi'essive  for  folks  who 
could  be  working  another  40  years.  A 
sepaicite  siu^vey  by  pollsters  Yankelovich 
Partners  Inc.  reports  that  69%  of  Xers 
feel  the  need  to  plan  for  retirement. 
Back  in  1974,  only  half  of  baby  boomers 
felt  that  wav. 


For  now,  the  contributions  of  Gen 
Xers  haven't  budged  the  overall  sav- 
ings rate.  But  if  they  keep  at  it,  the 
i-ate  could  rise,  sparking  more  capital 
investment  and  strong  economic  growth 
well  into  the  next  century.  And  that 
could  take  some  of  the  pressure  off  So- 
cial Security,  since  a  robust  economy 
will  be  essential  to  finance  the  boomers' 
retirement. 

Why  is  Generation  X  more  focused 
on  the  need  to  save?  Much  of  it  has  to 
do  with  self-reliance.  Tliey  believe  they'll 
succeed  only  on  theii-  owti  initiative  and 
have  little  confidence  that  either  Social 
Security  or  ti'aditional  employer  pen- 
sions will  be  around  to  support  them 
in  retirement.  "They've  learned  they 


Is  Generation  X  Smarter  Than  Its  Elders? 


THEY'RE  THINKING  ABOUT 
RETIREMENT  MORE... 

A  poll  of  people  in  their  20s 
asked  if  they  feel  the  need  to 
plan  for  retirement 


BABY  BOOMERS 
IN  1974 


...ARE  SAVING 
SOONER... 

Have  saved  more  than 
$50,000  for  retirement 


19%  ■  18% 


GENX  LATE  BOOMERS  PRE'BOOMERS 
AGE  23-32     AGE  33-43        AGE  50-f 


...AND  ARE  FLOCKING 
TO  401  (k)  PLANS 


Growth  in401(k) 
participation  1983-93 


AGE  21-30   31-40      41-50  51-60 


DATA,  YANKELOVICH  PARTNERS,  MAIHEWGREENWALD  A  ASSOCIArtS  f.ENSUS  BUREAU.  EMPLOYEE  BENEFIT  RESEARCH  INSTITUE 


can't  take  these  things  for  grant  i 
says  Yankelovich  Managing  Partm 
Walker  Smith.  And  they  seem  t- 
more  materialistic.  Yankelovich  reji 
that  a  third  felt  "the  only  meaniii 
measure  of  success  is  money,"  far  ni 
than  any  other  age  gi'oup. 

The  shift  to  401(k)  retirement  \ 
also  may  be  spumng  Generation 

save.  Payroll  deduct 
I   ^  make  it  easy  to  in\ 

and  the  plans  a 
employers  to 
■•^  mote  retu-ement 
ings.  Parti( 
tion  by  woi- 
aged  "21-3( 
still  lower  ' 
that  of  othe 
no  surprise, 
cause  they  n 
ess  money, 
from  1983  to  1 
the  age  gi'oup's  pa 
ipation  more  than  ^ 
bled — the  biggest  increase  of  any 
gi'oup  (chart). 

Xers  may  be  bullish  on  savings 
cause  many  have  never  seen  a  d 
stock  market  and  perceive  inve^ 
in  equities  as  a  siu'e  way  to  get 
Wall  Street  is  slowly  discovering  t 
yoimg  investors:  Mutual  ftmds  offe)- 
or  no-minimum  investments,  and  ^ 
brokers  cut  commissions  for  those  ii 
35.  "They  are  subsidizing  this  ma 
in  hopes  they'll  attract  investors  ' 
will  gi'ow  with  them,"  says  Peter 
of  Boston  consultants  Cerulli  Associ 

The  magic  of  compounding  mtt 
such  early  savings  decisions  especT ' 
valuable.  A  30-year-old  who  eselj 
double  lattes  to  put  $25  a  week  i| 
automatic  investment  plan  would 
$231,000  by  65,  assuming  an  8%  aif 
return. 

Still,  economists  aren't  nanning 
Starbucks  to  toast  the  Xers'  thrift 
savings  outlook  remains  grim,  ebri 
three-fourths  of  all  workers  hav 
idea  how  much  they'll  need  to  sav 
retirement.  And  Yankelovich  finds 
despite  their  interest  in  long-term 
ings,  Xers  are  still  more  likely  t 
their  money  aside  for  cars  and 
tions.  Worse,  20%  of  them  haven 
vested  a  dime  for  retirement. 

But  at  least  young  adults  are  he ; 
in  the  right  direction.  And  mayb 
years  from  now,  when  they're  rem - 
ing  about  the  Squirrel  Nut  Zip- 
gi'eatest  hits,  the  Gen  Xers  won't  i 
to  worry  whether  their  Social  Sec 
check  is  going  to  arrive  on  time. 

By  Howard  Glecknu 
Wash  1 1 ' 
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WE  MAKE  SURE  99.999%  OF  THE  PIXELS  IN  OUR 
SCREENS  ARE  IN  PERFECT  WORKING  ORDER. 

Its  that  last  .001% 

THAT  KEEP  US  UP  AT  NIGHT. 

You  wouldn't  think  a  few  wayward  pixels  would  be 
anything  to  lose  sleep  over.  After  all,  every  LifeBook'  "  screen 
contains  more  than  half-a-million  of  the  tiny  liquid  crystals. 

But  then,  you  haven't  met  the  folks  in  Fujitsu's  Quality 
Control  Center  They  scrutinize  every  millimeter  of  every 
screen,  analyzing  six  separate  parameters.  Then,  they  repeat 
the  entire  test. 

The  result?  Text  is  easier  to  read.  Images  are  more  lifelike. 
The  LifeBook  screen  is  sharper,  clearer,  brighter — and  it  stays 
just  as  vivid  for  years  to  come.  Working  on  your  notebook 
becomes  less  of  an  eye  strain.  And  more  of  a  pleasure. 

Our  fanaticism  doesn't  stop  with  the  screen,  either. 
We're  just  as  tenacious  when  it  comes  to  keyboards, 
motherboards,  and  all  the  other  components  that  go  into 
our  notebooks.  With  all  that,  it's  surprising  that  we  ever  get 
to  sleep  at  all.  But  when  we  do,  you  can  bet  we  dream  in 
high-resolution  color. 
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COMMENTARY 


By  Keith  H.  Hammonds 


CLINTON'S  CHILD-CARE  CONFERENCE:  JUST  CHAHER? 


In  March,  acting  on  a  tip,  county  in- 
spectors visited  the  Milwaukee 
home  of  Dana  Jones.  As  an  un- 
hcensed  child-care  provider,  Jones 
was  allowed  by  state  law  to  look  af- 
ter three  kids  under  age  7.  Yet  the 
inspectors  that  day  found  at  least  34 
children,  some  playing  outside,  some 
in  sleeping  bags,  and  four  babies  un- 
supervised. One  child  was  lying  be- 
neath a  sink,  apparently  for  punish- 
ment. Remarkably,  though,  Jones's 
operation,  first  exposed  in  the  Mil- 
waukee Jo^mial  Se7t- 
tinel,  wasn't  shut 
down.  In  fact,  she  re- 
gained county  certifica- 
tion within  four 
months. 

So  it  goes  in  the  im- 
deifunded,  barely  regu- 
lated system  that  looks 
after  12  million  cliil- 
dren  under  age  6.  By 
some  accounts,  a  ma- 
jority of  American  kids 
in  day  cai"e  spend  hours 
in  settings  that  lack 
appropriate  educational 
stimulation,  safety,  and 
secui-ity.  Tliis  when  re- 
cent studies  indicate  in- 
tellectual and  emotional 
capacities  are  shaped 
most  in  the  first  three 
years  of  life.  "People 
basically  are  ignoring 
Idds,"  says  Anne  Arae- 
son,  dir-ector  of  the 
Wisconsin  Council  on 
Children  &  Families. 
SUPPLY  SSOE.  What  to 
do  in  the  face  of  such 
need?  If  you're  in  the 
White  House,  you  host 
a  conference.  On  Oct.  23,  Bill  and 
Hillary  Rodham  Clinton  were  set  to 
host  130  legislators,  care  providers, 
and  child-development  experts,  all  of 
them  ready  to  agi'ee  on  why  good 
child  care  matters  and  how  to  get 
people  to  pay  for  it. 

Ah,  good,        ■■'^r  conference. 
When  the  Cli;  '     ,  losl  a  confab, 
chances  are  th;  ;       the  topic  will 
compel,  (b)  the  d:  ■  .ssion  Mill  be 
sober,  and  (c)  not    ach  will  come  of 
it.  This  is  social  poLey,  Clinton  style: 


Pick  an  issue  beyond  reproach,  re- 
babble  the  obvious,  and  hope  people 
forget  about  campaign  finance  for  a 
while.  Hard  choices  or  financial  com- 
mitments? Not  likely. 

There  are  two  straightfomard 
ways  to  fix  the  child-care  mess,  and 
both  require  a  lot  of  money.  We  can 
reduce  demand,  limiting  the  damage 
that  reckless  caregivers  cause  to 
kids.  Or  we  can  expand  and  improve 
supply — putting  10  more  child-care 
workei's  on  Jones's  block,  training 


BUILDING  THE  FUTURE 


It'll  take  more  than 
t  alk.  The  national 
bill  for  more 
caiegivers,  better 
(raining,  and 
higher  pay  could 
top  SiO  billion  yearly 


them  thoroughly,  paying 
them  better,  and  holding 
them  to  strict  child-to-care- 
giver  ratios. 

Of  the  two,  cutting  de- 
mand is  the  more  political- 
ly tenuous.  Heritage  Foun- 
dation analyst  Patrick 
Fagan  advocates  extending 
subsidies  and  tax  credits  to 
families  when  a  parent 
chooses  to  look  after  kids 
at  home.  "It's  bad  policy  to  tilt 
things  toward  child  care  only  for 
worldng  mothers,"  he  says.  Such  a 
plan  could  make  a  difference  for 
some  low-income  couples,  but  pay- 
ments would  have  to  be  massive  to 
keep  single  parents  at  home. 

As  for  fixing  child-care  supply, 
thei'e  are  many  models.  Among  the 
states,  Florida  has  allocated  $4  million 
to  a  pool  that  will  match  employers' 
subsidies  to  workers.  Georgia  has 
used  lottery  revenues  to  increase 


child-care  and  early-education  funding 
to  $255  million,  from  $37  million  four 
yeai's  ago.  Indiana  has  brought  togeth- 
er county-based  teams  of  businesses, 
educators,  providers,  and  community 
groups  to  llind  provider  training. 

But  such  progi'ams,  though  grow- 
ing, don't  nearly  meet  the  need. 
Some  20  states,  for  example,  allow 
infant-to-caregiver  ratios  above  the 
4-to-l  recommended  by  the  National 
Association  for  the  Education  of 
Young  Children,  an  accrediting 

gi'oup;  Wisconsin,  in 
fact,  recently  loosened 
its  standard.  Lower- 
ing the  ratios  would 
raise  costs,  as  would 
mandating  teacher 
training  beyond  the  8 
to  15  hours  common 
in  many  centers. 
FIXING  IT.  Researchers 
estimate  that  meeting 
the  Association's  stan- 
dards would  cost  up 
to  $8,500  annually  per 
child.  Currently  par- 
ents pay  an  average 
of  $3,700  per  child; 
through  subsidies,  tax 
credits,  and  the  like, 
government  chips  in 
$1,000  on  average.  The  funding 
gap — and  overall  need  for  day  care — 
both  likely  will  grow  in  the  next  five 
years  as  low-income  mothers  move 
off  the  welfare  rolls.  In  all,  the  tab 
to  right  child  care  easily  could  top 
$10  billion  a  year. 

To  be  fair,  the  Administration  has 
some  ideas  about  increasing  federal 
subsidies  to  parents  and  businesses 
as  well  as  creating  scholarships  for 
child-care  researchers.  "It  doesn't 
take  much  to  improve  quahty,  and 
we  don't  need  to  invent  a  new  sys- 
tem," Hillary  Clinton  told  reporters 
on  Oct.  22.  But  the  First  Lady  was 
sugarcoating  the  problem:  It  will 
take  a  lot  to  improve  the  quahty  of 
the  nation's  child  care  and  access  to 
it.  Most  likely,  she  knows  that  Wash- 
ington— like  business  and  parents — 
hasn't  the  stomach  for  the  big  spend- 
ing that  true  solutions  require. 

Hammonds  covers  social  issues. 
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THE  TRUE  MEASURE 

 of  a  note['>ook  s  speed  

IS  HOW  QUICKLY 

A  COMPANY  ANSWERS  A  SUPPORT  CALL. 

Under  two  minutes.  That's  the  average  time  our 
customers  have  to  wait  to  hear  a  helpful  voice  when 
they  need  tech  support.  Remarkably  fast  when  you  con- 
sider the  industry  average  is  13  minutes.  But  getting 
through  is  one  thing.  Getting  an  answer  is  another 
Fortunately,  over  90%  of  questions  to  our  support  staff 
are  solved  with  the  first  call.  That's  terrific.  But  not 
perfect.  So  we  keep  adding  people  (research  shows 
people  are  more  helpful  than  elevator  music).  Patient 
people  armed  with  remote  diagnostic  tools,  a  case 
history  for  each  LifeBook  notebook  sold  and  the 
rare  ability  to  speak  Novell",  Windows  NT  and  plain 
English  in  the  same  breath.  For  a  $36  billion  company. 
It's  a  surprisingly  human  touch. 

The  service  and  support  of  Fujitsu  PC  Corporation. 
Because  a  notebook  is  only  as  fast  as  the  company 
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BASEBALL 


BOnOM  OF 
THE  NINTH 

The  Twins  could  be  the  first 
MLB  team  to  move  in  25  years 

Carl  Pohlad,  the  billionaire  bankei- 
who  owns  the  Minnesota  'I\\ans,  says 
he's  tired  of  coveiing  $10  million  to 
$12  million  in  losses  each  year.  If  the 
state  legislature  doesn't  ai:)prove  a  $400 
million  publicly  financed  ballpark,  Pohlad 
says  that  he'll  accept  an  offer  to  sell  the 
team  to  investors  who  would  move  the 
Twins  to  North  Carolina  (BW— Apr.  7). 

If  the  Twins  migi-ate,  it  will  be  the 
first  time  a  Major  League  club  has  relo- 
cated since  the  Washington  Senators  be- 
came the  Texas  Rangers  in  1972.  But 
the  North  Cai-olina  gToup  headed  by  Don 
Beaver,  who  owns  10%  of  the  Pittsbiu'gh 
Pu'ates  and  five  minor  league  clubs,  ap- 
pears to  have  sigiiificant  sui>poi't  among 
the  Lords  of  Baseball.  And  in  Minnesota, 
where  the  legislatui-e  has  had  trouble 
even  crafting  a  stadium-financing  bill  to 


OUTTA  THERE?  Tin'  team  inll  sliiif  milij  ij 

Minnesota  bankrolls  a  new  stadium 

vote  on,  the  thought  of  tlu'owing  tax  dol- 
lai's  at  Polilad  to  keep  the  cellai-dwelling 
Twins  in  town  gets  blood  boiling.  In  fact, 
a  recent  poll  shows  overwhelming  oppo- 
sition to  publicly  financing  a  new  ball- 
park. "Wlierever  I  am,  on  the  street,  at 
the  store,  they're  yelling  at  me,  'Don't 
give  in  to  those  billionaii'es,' "  says  State 
Representative  Iviis  Hasskamp. 

Pohlad  bought  the  Twins  in  1984  for 
$36  million  and  bagged  World  Series  ti- 
tles in  1987  and  1991.  But  the  team  just 
finished  its  fifth-straight  losing  season. 


and  attendance  has  cratered  sin 
then.  Pohlad  says  he  can't  bi 
better  players  because  he  gets 
cut  of  Metrodome  parking,  co 
cessions,  and  stadium  advertisir 
Pohlad,  82,  swears  he  doesi 
want  to  sell:  "No  one  wan 
to  keep  baseball  in  Minneso 
more  than  I  do."  But  on  Oct. 
he  signed  a  letter  of  intent 
sell  the  club  to  Beaver  for  . 
estimated  $130  million  to  $1 
million. 

The  Twins  candidly  concei 
that  the  agreement  was  design^ 
to  force  the  issue — to  get  Mi] 
nesota  to  follow  other  states  t. 
have  found  the  money  to  ret; 
home  teams.  "We've  been  told  that  not 
ing  wall  happen  until  we  get  to  the  ed 
of  the  cHff,"  says  Twins  President  Jer 
Bell.  "We're  at  the  edge  of  the  cliff." 

If  the  legislatiu'e  can't  come  up  \vith 
deal  for  Pohlad  by  Nov.  30,  the  sale 
Beaver  goes  foi-wai'd — pending  appro\ 
by  Major  League  Baseball.  Beaver  woi 
keep  the  club  in  Minneapolis  for  a  ye 
and  then  move  to  North  CaroUna,  leavi 
behind  the  fii'st  city  to  say  "Enougl 
to  baseball's  demanding  owners. 
By  Justin  Catanoso  in  Minneapoli. 


HOLLYWOOD 

THAT  DARN 
KATZENBERG 

The  ex-chief's  demands  on 
Disney  could  hit  $400  million 

Around  Hollywood,  folks  are  look- 
ing forward  to  Nov.  18,  when 
one  of  the  juiciest  shows  of  the 
season  will  open.  On  that  date,  Walt 
Disney  Chairman  Michael  D.  Eisner 
and  his  former  studio  chief,  Jeffrey 
Katzenberg,  will  meet  in  a  Los  Angeles 
courtroom  to  play  out  the  latest  act  in 
their  bitter  feud.  Katzenberg 
quit  in  a  1994  blowup — after 
Eisner   wouldn't   naine  him 
pi-esident  to  succeed  the  late 
Frank  (J.  Wells.  Katzenberg  I 
then  sued  over  his  exit  pack- 
age, leading  to  this  showdown. 

Even  by  Tinseltown  stan^ 
dards,  ihe  payoff  could  be  epic. 
Katzenhcrg's  suit  seeks  2%  ot 
the  prolil  --  from  the  films  and 
TV  shows  he  put  into  produc 
tion  between  1984  and  1994: 
His  lawyers  say  this  mone\ 
was  promised  in  his  contract.  iHuiliL 


That  figure,  according  to  Katzenberg's 
filing,  starts  at  $250  million.  But  ac- 
cording to  documents  filed  in  a  Califor- 
nia state  court,  Katzenberg's  lawyers 
say  he  is  also  owed  money  from  "all 
foirns  of  exploitation."  His  lawyers  have 
asked  for  figau'es  on  everything  from  a 
WIjo  Framed  Roger  Rabbit?  theme-pai'k 
ride  to  the  Broadway  Beauty  and  the 
Beast — and  even  on  the  Mighty  Ducks 
hockey  team.  Disney  argues  that 
Katzenberg  forfeited  any  such  bonus  by 

WHO'S  LAUGHING  NOW? 

Katzenberg  is  suing  for 
a  piece  of  the  profits  from 
such  studio  blockbusters 

as  77?,^'  L  ion  King 


quitting  while  his  contract  still  had 
two-year  option. 

One  Katzenberg  confidant  says  t 
claim  could  exceed  $400  million.  B 
that  could  be  just  the  beginning  of  t 
damage,  says  Ladenburg,  Thalmann 
Co.  banker  Porter  Bibb.  "This  con 
blow  the  lid  off  Disney  and  show  ji 
what  a  money  machine  it  is,"  he  sa; 
"What  do  you  do  if  you're  negotiati 
with  a  star  or  a  toy  company  and  th 
know  just  how  profitable  you  are?" 

Oddly  enough,  the  executi 
who  may  play  the  biggest  n 
is  Wells,  who  died  in  a  he 
coi)ter  crash  five  months  befc 
Katzenberg  quit.  Wells  nego 
ated  Katzenberg's  1988  co 
tract.  Using  what  Katzenbe 
intimates  call  "a  smoking-g 
memo"  said  to  be  wi'itten 
Wells  and  supporting  the 
chief's  contentions,  Katzenber 
side  staged — and  won — a  pi 
of  mock  tnals  in  September.  ' 
there  is  a  smoking-gim  memo 
don't  know  about  it,"  retoi 
Disney  lead  attorney  Louis  ' 
Meisinger.  "He  can  take  t 
mock  jui-y  to  his  mock  bank  i 
count."  Just  the  kind  of  scri 
Hollywood  loves. 

By  Ronald  Grot 
in  Los  Angei 
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BUY  a  MAIOR 

HOLLYWOOD 
STUDIO  for 


Ameritrade  announces  the  lowest 
commissions— anyway  you  trade  it. 


SOo"-''ne  SI 


i  touch-tone  $ 
,  phone  trades  . 


i  broker-assisted 
I  trades 


Commissions  are  flat  rate.  No  limit  on  shares  traded. 


When  it  comes  to  brokers,  you  can  choose  from 
a  cast  of  thousands.  Or,  you  can  choose  the 
broker  that  gives  you  the  lowest  commissions  every 
time  you  trade,  and  that's  Ameritrade. 

No  matter  how  you  like  to  trade,  with  Ameritrade 
you'll  always  pay  the  lowest  commissions  of  any  deep 
discount  broker.  On-line  trades  are  only  $8.  Touch-tone 
trades  are  $12.  And  broker-assisted  trades  are  only  $18. 


Our  25-plus  years  in  the  business  taught  us  a  few 
things.  Like  how  to  deliver  the  lowest  commissions, 
not  for  a  "limited  run,"  but  for  the  long  haul.  So 
whether  you  buy  100  shares  of  Sony,  or  1,000,  with 
Ameritrade  your  commission  for  an  on-line  trade  will 
always  be  the  same — $8  flat. 

You  already  know  what  you  want,  so  why  pay 
more  for  the  price  of  admission?  Give  Ameritrade  a  call 
Because  when  it  comes  to  creating  a  blockbuster 
portfolio,  every  smart  move  counts. 


A 


Ameritrade 

SMARTEST  WAY  TO  TRADE.  PERIOD. 


Call  Ameritrade  now,  and  your  first  5  trades  are  commlsslon-freef  Call  1-800-220-9614. 
Or  visit  our  website  at  www.ameritradexom 


Member  NASD/SIPC  •  $2,000  minimum  equity  required  to  open  your  account  •  Limit  orders  are  an  additional  $5  00  •  SIPC  account  protection  is  $500,000  with 
$100,000  for  cash  claims.  $10  million  additional  account  protection  provided  •  Copyright  1997  Ameritrade,  Inc  •  Sony  is  a  registered  trademark  of  the  Sony  Corporation. 


In  Business  This  Week 
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A  JUMBO  JOLT 
AT  BOEING 


BOEING  SAW  CLOUDS  ON  THE 

horizon  but  didn't  expect  so 
much  turbulence.  On  Oct.  3, 
the  jetmaker  had  warned  sna- 
fus would  require  it  to  halt 
production  on  747  jumbos 
and  its  newest  737s.  Even  so, 
investors  were  shocked  on 
Oct.  22  when  Boeing  said  it 
would  take  a  $1.6  billion  pre- 
tax charge  and  rejjort  a  third- 
quarter  loss.  Boeing  shares 
fell  7.6%  on  the  news,  to  49%. 
The  culprit:  parts  shortages 
and  labor  problems  spawned 
by  the  massive  production 
ramp-up  to  handle  record 
orders.  Nicholas  Heymann  of 
Prudential  Securities  expects 
a  $501  million  deficit  for  the 
quarter  and  1997  profits  of 
$1.1  bilhon,  down  from  his 


CLOSING  BELL 


YUMMIE! 


Is  the  meltdown  over  at  Ben  & 
Jerry's?  On  Oct.  20,  the  maker  of 
"Chubby  Hubby"  and  other  ice 
creams  reported  a  39%  jump  in 
profits  on  an  8%  rise  in  sales  for 
the  quarter,  its  best  m  years. 
Some  of  the  gam  came  from 
lower  dairy  prices.  The  company 
also  hinted  at  more  good  news 
ahead,  announcing  new  licens- 
ing and  expansion  plans.  The 
stock  rose  9.2%,  to  15'A,  on  the 
news,  and  stayed  up  at  Ib'A  on 
Oct  21.  Still,  Pershing  analyst 
Edward  Froelich  warns  higher 
marketing  costs  may  melt  some 
future  profit 
growth. 


earlier  estimate  of  $2.1  billion. 
He  says  1998  profits  could 
also  take  a  billion-dollar  hit. 


FIDELITY  SEHLES 
ITS  FRAUD  SUIT 

FIDELITY  INVESTMENTS  ENDED 

one  of  the  most  serious  law- 
suits ever  to  face  the  mutual- 
fund  industry  on  Oct.  21  by 
agreeing  to  pay  $10  million  to 
settle  a  fi'aud  case  against  Jef- 
frey Vinik.  At  issue:  whether 
the  former  Magellan  fund 
manager  intentionally  misled 
investors  in  Micron  Technolo- 
gy when  he  made  public 
statements  in  late  1995  saying 
he  liked  the  stock  while  he 
secretly  sold  shai'es.  Some 
attorneys  say  similar  suits 
could  follow.  But  Stuart  H. 
Savett,  a  plaintiff's  attorney 
in  the  case,  says  that  is 
unlikely  since  few  fund  man- 
agers can  move  stocks  with 
public  comments. 

CITI  SHARPENS 

THE  AX  

AFTER  LUNC  WARNING  THAT 

cost  cuts  were  ahead,  Citicorp 
said  on  Oct.  21  it  would  order 
layoffs  that  would  cut  7,500 
jobs.  Citi  will  take  an  $889 
million  charge.  Third-quar- 
ter net  income  of  $1.1  billion 
was  up  14%  fi'om  1996,  down 
45%  after  the  charge.  Still, 
Wall  Street  loved  the  plan. 
"What  investors  are  looking 
for  is  strong  expense  con- 
trols," says  Stanley  August, 
managing  director  of  financial 
services  research  at  First 
Union.  Says  a  major  stock- 
holder: "Citi  has  revenue 
growth  most  banks  dream  of, 
but  they  have  had  expense 
growth  that  no  banks  would 
envy." 


m  KEN,  LOOK  AT 
ALL  THIS  BREAD!' 


1T'.^    NOT    EVERY  BUSINESS 

where  the  typical  customer 
has  nine  identical  versions  of 


HEADLINER:  JOHN  McCOY 


THE  REAL  HUNGRY  McCOY 


Banc  One's  empire-build- 
ing chairman  is  at  it  again. 
On  Oct.  20,  John  McCoy 
announced  a  $3  billion 
stock  swap  to  reel 
in  New  Orlean.s- 
based  First 
Commerce, 
with  $9.3  bil- 
lion in  assets. 

The  First 
Commerce  buy 
is  an  unusually 
large  one  for  McCoy. 
He  has  snapped  up  over  60 
banks  in  the  past  decade, 
but  many  of  them  had  few- 
er than  $1  billion  in  assets. 
Indeed,  McCoy  has  sat  out 
much  of  the  current  wave 
of  bank  mergers.  "There 
are  certain  prices  for 
banks  that  we  won't  go 
over,"  he  says.  But  he 
wanted  First  Commerce  to 


get  a  big  chunk  of  the 
lucrative  New  Orleans 
market,  says  Sandra  Flan- 
nigan,  a  regional  bank 
analyst  at  Merrill 
Lynch.  The  deal 
also  gives  him  a 
staging  area  foi- 
any  further 
forays  in  the 
South. 
McCoy  has 
been  adding  to 
other  parts  of  his 
kingdom  of  late.  In  June, 
he  bought  First  uSA,  the 
nation's  fourth-largest 
issuer  of  Visa  and  Master- 
Card credit  cards,  for  $9 
billion.  So  Banc  One  seems 
to  be  in  a  buying  mood 
again.  But  this  time 
around,  McCoy  is  carrying 
a  big  stick. 

By  Peter  Galuszk( 


the  product  and  still  demands 
more.  But  that's  what  makes 
Barbie  such  a  lucrative 
franchise.  On  Oct.  20, 
Mattel  reported  a  sur- 
prisingly strong  23% 
jump  in  third-quarter 
earnings.  Even  with  an 
average  seven  dolls 
each,  girls  are  snap- 
ping up  such  items  as 
Hoola  Hair  Barbie 
and  Dentist  Barbie. 
Mattel's  stock  has  been 
on  a  sharp  rebound 
since  January,  when 
CEO     Jill  Barad 
declared  quarterly 
results  would  not  be 
her  focus. 


SOMETHING 
TO  CHEER 
ABOUT 


Oct.  21,  nearly  a  year  to  t 
day  after  Walter  left  for  I 
short-lived  job  at  AT&T,  I 
successor,  William  Davis,  ss 
Donnelley  will  foe 
again  on  printir 
^  The  company  w 
now  step  up  effoi 
to  sell  its  mone 
losing  $1.6  billi 
non-print  bu, 
ness.  But  printi 
isn't  exactly  a  high-f 
er:  on  Oct.  22,  Donn 
ley  reported  quarti 
ly  earnings  down  Iw 


ETCETERA... 


DONNELLEY  GOES 
BACK  TO  THE  PRESS 

R.  R.  DONNELLEY  IS  GOING 
back  to  its  printing  roots 
after  expensive  forays  into 
software  manufacturing  and 
consulting  initiated  by  former 
Chairman  John  Walter.  On 


m  First  Union  will  pay  $5^ 
million  to  former  employs 
to  settle  a  discrimination  si . 
m  Amazon.com  and  Barnes: 
Noble  settled  their  lejl 
claims  against  each  other 
m  LIN  Television  accepteca 
cash  offer  of  $1.9  billion  fm 
Hicks,  Muse,  Tate  &  Furs 
■  Kimberly-Clark  is  offer? 
stock  options  to  56, CO 
employees  worldwide. 
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Customers: 

100%  Successful 

100%  Satisfied 


MARKETINO,  AND  CTTSTOMER  SERVICE  IINEORM ATK ) N  SVSTEMfS. 

We  do  whatever  it  takes  to  MAKK  OUR  C^USTOMKKS  SUCCKSSFUI..' 

We've  become  the  world's  leading  provider  of  sales,  marketing,  and  customer  service  systems  because  we  are 
committed  to  100%  customer  satisfaction.  In  fact,  Siebel  Systems  has  become  the  fastest  growing  application 
software  company  in  history  because  our  customers  trust  us  to  make  them  successful.  As  we  expand  out 
relationships  and  global  presence,  one  principle  will  endure:  we  are  here  to  serve  out  customers.  We  will 
continue  to  do  whatever  it  takes  to  assure  our  customers  are  100%  successful,  100%  satisfied.  To  find  out  how 
we  can  make  your  organization  more  successful,  call  1-800-720-3115,  ext.  9122  or  visit  us  at  www.siebel.com. 

^^^^^^  Sales  •  Marketing  •  Customer  Service 

©1997  Siebel  Systems.  Incorporated.  SiebeL  is  a  trademark  of  Siebel  Systems,  Incorporated  and  may  be  registered  in  certain  jurisdictions. 


Client  meeting  9:00  a.m.tomorrow.  You  II  be  there. 


Whatever's  important  to  you  —  appointments,  contacts, 
'•^         e-mail,  expense  tracking  —  the  pocket-sized  PalmPilot'" 
.1      connected  organizer  makes  it  easy  to 
stay  on  top  of  things  It  lets  you  enter, 
access,  and  update  the  information  you  need, 
whenever  you  need  it  You  only  have  to  enter  data  once  — 
HotSync"  technology  lets  you  synchronize  data  with  your  PC  vvi 
just  the  touch  of  a  button  And  when  you're  on  the  road,  i: 
Network  HotSync"  software  to  synchronize  with  youi  ■ 
over  the  company  network  For  a  PalmPilot  retailer  m 
you,  visit  our  web  site  at  www  palmpilot  com 
call  1-800-881-7256,  ext  50  That  way,  yi 
won't  have  to  keep  your  clients  waitii 


Palm  Pilo 


The  connected  organiz 

PalmPilol  Personal  -  $249 

•  Instantly  syncs  with  your  P 

•  Stores  thousands  of  entrlei 

•  User  upgradeable  to 
Professional  Edition 

PalmPilot  Professional  -  $369 
i  Includes  Personal  features  Si 

•  E-mail  cofineclivity 

•  Interr^et  ready  (TCP/IP  supf' 

•  Twice  the  mennory 

Opiioiial  links  (sold  separately!  awaila 

•  MS  Scriebule+ZOuilook  97 

•  Lotus  Organi7ei 

•  Ascend  97 

•  Symantec  ACTi 
I         •  and  many  more 


Compatitile  wiih 
>        •  Eudota  30  I  01  fiiqlie 
^         •  cc  Mail 

•  MS  Mail/Exchange 

•  MS  Oullook  97 

•  and  many  moie 


5 


sijppofled  on  Macintosh  Mail  and  Network  HolSyni  wpponed  on  Pfoftssional  EcJilion  only  Network  HotSync,  software  optional  and  sold  sepaiaiely  for  S69  R&mole  syntfitO' 
nidation  may  leputre  a  modem,  sold  separately  11;)7  3Com  CofpOfalion  All  tnjhts  res&rvc-d  3Com  and  tlie  Xim  iorio  are  registered  trademarks,  and  HolSynr  PalmPilol,  and 
ttie  PalmPilot  logo  are  trademarks  of  3Com  Corporatirji'  or  its  ';iibsidiaric'-.  All  oihfr  bimh  nnii  produfl  names     tr,3demafks  Of  legisiered  trademarks  ot  ttieir  tesppcliwe  holders 


Washington  Outlook 


DITED  BY  OWEN  ULLMANN 


^ILL  THE  DEMOCRATS'  NEW  TUNE 

PUY  IN  DIXIE?  

its  own  voter  guides  to  counter  the  slick  Qiiistian  Coalition 
brochures  that  painted  DemoQ"ats  as  enemies  of  the  devout  in  '94 
and  '96.  "We're  tu'ed  of  being  viewed  as  Satans,  and  we're  going 
to  flght  back,"  vows  Vii'ginia  Democratic  Chaii'  Sue  Wrenn. 
BIZ  ANGLE.  Indeed,  Beyer,  a  Northern  Virginia  Volvo  dealer 
locked  in  a  tight  race,  is  trying  to  make  an  issue  of  $100,000 
in  campaign  contributions  his  GOP  opponent,  former  state 
Attorney  General  Jim  Gilmore,  got  from  Virginia  Beach- 
based  religious  broadcaster  Pat  Robertson.  Beyer  also  attacks 
Gihnore  as  being  out  of  touch  with  the  average 
Virginian.  Crisscrossing  the  state  in  a  motor 
home  emblazoned  with  the  slogan  "Families 
for  the  Future,"  Beyer  declares:  "I'm  a  busi- 
nessman nmning  against  a  career  government 
lawyer."  Beyer's  rhetoric  may  play  well  with 
white  Chiistians,  but  it  cost  him  the  support  of 
fonner  Governor  L.  Douglas  Wilder,  Virginia's 
leading  Afiican  American  politician. 

Still,  a  Beyer  win  could  launch  Democrats  on 
a  long  road  back  from  the  setbacks  that  have 
cost  them  control  of  Congi'ess  and  nearly  two- 
thirds  of  the  governors'  mansions.  Since  1987, 
the  number  of  Democratic  governors  in  the  13 
Southern  states  has  slipped  fi"om  6  to  4.  De- 
mocratic House  members  have  plimimeted  fi'om 
66%  to  40%.  And  the  party's  Dixie  Senate 
seats  have  dwindled  fi'om  18  out  of  26  to  just  8. 
Without  making  gains  in  the  South,  the  De- 
mocrats have  little  chance  of  retaking  Congi'ess  in  1998. 

Republicans  scoff  at  the  notion  that  a  few  family-friendly 
platitudes  will  resiuTect  Southern  Democrats,  but  they  agi'ee 
that  their  rivals  have  little  choice.  "You  cannot  toe  the  na- 
tional Democrat  line  and  win  in  the  South,"  says  Georgia  gop 
pollster  Wliit  Ayres.  Beyei'  ah-eady  knows  that.  And  plenty  of 
defeat-weary  Democrats  throughout  Dixie  are  coming  to  the 
same  conclusion. 

Bi/  Richard  S.  Dunham  in  McLean,  Va. 


Bon  Beyer  is  mnning  for  governor  of  Virginia  on  a  plat- 
form of  tax  cuts,  small-business  incentives,  stiffer  stan- 
dards for  teachers,  family  values,  and  tough  talk  on 
ime.  Just  what  you'd  expect  of  a  Southern  Republican  can- 
idate — except  that  Beyer  is  a  Democrat. 
Beyer,  a  successful  businessman  and  two-tenn  lieutenant 
Dvernor,  is  test-marketing  a  formula  he  hopes  will  bring 
im  victory  on  Nov.  4  and  blaze  a  trail  for  a  Democratic 
isurgence  across  the  South  in  1998.  After  two  decades  of 
•ushing  defeats  for  Dems  in  Dixie,  the  De- 
locratic  National  Committee,  the  Democratic 
oveiTiors  Assn.,  and  a  gi'oup  of  Southern  state 
irty  chairs  are  trying  to  develop  a  new  mes- 
ige  that  resonates  with  Southern  whites.  "Om* 
)alition  cannot  continue  to  be  90%  of  the  black 
Dte  and  20%  of  the  white  vote,"  says  Ver- 
lont  Governor  and  dga  Chair  Howard  Dean. 
])emocratic  candidates  have  to  talk  about  their 
dth  and  values."  Adds  Alabama  Democratic 
lief  Joe  Turnham:  "The  party's  image  has 
jtten  so  poor,  we  need  to  reinvent  the  coi"po- 
ition  down  here." 

RO-KID  PLAN.  To  do  that,  a  "Southern  project" 
scouring  for  themes  especially  appealing  to 
hite  Christians.  Polls  show  that  this  group 
/erwhelmingly  thinks  the  Democrats  ai'e  dom- 
.ated  by  secular  liberals.  New  issues  include 
icking  the  right  of  government  employees  to 
splay  religious  objects  at  work  and  endorsing  legislation  to 
inish  countries  that  persecute  Christians.  Another  theme: 
romoting  a  pro-child  agenda  that  calls  for  hefty  fines  for 
mpanies  that  pollute  or  sell  smut  or  cigarettes  to  kids. 
At  the  same  time.  Democrats  hope  to  depict  Southern  Re- 
iblicans  as  captives  of  religious  zealots  and  profit-crazed  cor- 
Drations.  To  prove  that  the  gop  has  cbifted  fai'  from  the  main- 
ream,  the  Dems  plan  to  Unk  go?  candidates  to  right-wing 
ctremists.  And  by  the  1998  elections,  the  paiiy  hoj^es  to  produce 


ROBERTSON:  Campaign  issm 


CAPITAL  WRAPUP 


PEROT:  HE'S  B-A-A-CK 

►  He  went  underground  after  his  ane- 
mic showing  in  the  '96  Presidential 
election,  but  Texas  billionaire  Ross 
Perot  is  finally  resurfacing  to  rejuve- 
nate his  stalled  drive  to  create  a  third 
political  force.  Perot's  Reform  Party 
plans  to  hold  a  convention  in  Kansas 
City  from  Oct.  31  to  Nov.  2.  Delegates 
representing  all  50  states  will  adopt 
party  rules,  elect  leaders,  and  debate 
a  platform.  Perot  is  set  to  make  his 
first  major  political  speech  in  a  year. 
But  critics  say  Perot's  moment  has 


come  and  gone.  The  Texan  and  his 
Perotnista  activists  have  been  invisible 
even  though  three  of  their  pet  is- 
sues— budget  balancing,  campaign-fi- 
nance reform,  and  trade  policy — have 
been  in  the  spotlight  this  year.  Democ- 
ratic and  Republican  strategists,  who 
once  feared  that  the  Perot  maverick 
movement  could  upend  the  two-party 
system,  now  predict  that  the  Reform 
Party  is  going  nowhere.  "They  might 
as  well  shut  it  down,"  crows  one  top 
Republican. 

Perot's  aides  say  he  intentionally 
kept  a  low  profile  this  year  so  he 


wouldn't  become  a  lightning  rod  that 
diverted  attention  from  Congi'ess'  ef- 
forts to  slash  the  deficit.  "We  haven't 
put  Ross  Perot  out  there  for  the  Belt- 
way crowd  to  demonize  him,"  says  Re- 
fonn  Party  leader  Russell  Verney. 

He  adds  that  building  a  third  party 
has  been  tougher  than  expected  be- 
cause of  legal  blocks  invented  by  the 
Dems  and  gop:  "We're  tiying  to  tear 
dovra  mind-boggling  banners  to  free 
enterprise  in  the  pohtical  process." 
And  Perot  is  not  giving  up.  Vows  Ver- 
ney: "He'll  be  back." 

By  Richard  S.  Dunham 
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CHINA 


TIME  FOR 

A  FRESH  START 

Can  Washington  and  Beijing  achieve  a  breakthrough? 


The  date  is  sometime  not  too  far 
into  the  next  millennium.  China's 
$2  trillion  economy  is  chugging 
along,  gi'owing  by  8%  a  year.  Its 
days  as  a  runaway  export  machine  are 
fading,  and  its  new  consumer  class  is 
starting  to  give  a  lift  to  economies 
across  the  globe.  While  there's  still  an 
authoritarian  edge  to  politics,  the  Com- 
munist Party's  absolute  rule  has  soft- 
ened. And  China's  leaders  are  eager  to 
work  with  the  U.  S.  and  Japan  to  keep 
Asia  stable.  China  is  a  superpower,  but 
rather  than  being  angry  and  threaten- 
ing, it  is  at  ease  and  works  comfort- 
ably with  the  rest  of  the  world. 

The  scenario  may  sound  Utopian,  but 
it's  the  prize  U.  S.  policymakers  seek  as 
they  prepare  for  the  first 
visit  from  a  top  Chinese 
leader  since  1985.  Today, 
no  one  has  any  illusions 
that  the  vast  differences 
in  everything  from  cul- 
ture to  commerce  that 
separate  the  two  Pa- 
cific powers  can  be 
bridged  overnight. 
But  as  Presi 
dents  Bill  Clin- 
ton and  Jiang 
Zemin  sit 
down  in  the 
White  House 
on  Oct.  29, 
U.  S.  policy- 
makers real- 
ize that 


progress 


they  must  aim  for  ambitious 
across  a  broad  front  of  issues. 

In  the  20th  centurj^  dominant  nations 
struggled,  often  with  disastrous  conse- 
quences, to  cope  with  the  rise  of  new 
powers  such  as  Germany,  Japan,  and 
the  Soviet  Union.  Now,  the  U.  S.  faces 
the  same  challenge  with  China.  "This 
is  the  defining  issue  for  American  in- 
terests in  the  next  cen- 
tury," says  James  J. 
Przystup,  director  of 
the  Asian  Studies  Cen- 
ter at  the  Heritage 
Foundation. 

GOOD  TIMING.  Building 
a  new  fr^amework  of  re- 
lations with  China  over- 
shadows other  foreign 
policy  issues  such  as 
NATO  enlai'gement.  Pres- 
ident Clinton  is  finally 
consigning  the  West's 
policy  of  containing 
communism  in  Asia  to 
the  history  books. 
There's  a  sense  of 


Washington  wants  to  make  a  ft-e^ 
start  with  Jiang's  Cliina.  An  essenti 
part  of  the  new  game  is  a  fiiTn  embra 
of  the  Middle  Kingdom.  "If  we  tre 
China  as  an  enemy,  we'll  make  China  ; 
enemy,"  warns  White  House  Nation 
Security  Adviser  Samuel  R.  Berger. 

The  timing  for  a  breakthrough  in  i 
lations  couldn't  be  better.  Sweeping  i 


AMERICA'S 
CHINA  STRATEGY 

The  U.S.  knows  China's 
importance  will  grow 
immensely.  These  big 
issues  will  drive  the 
dialogue  over  the  next 
decade. 


ui'gency 
as  China's 
economic  and 
geopolitical  might 
keeps  growing. 


ECONOMICS  { 

By  2010,  China  could  tj 
superpower  with  a  $2  ll 
economy.  The  goal  is  tJ 
suade  China  to  open  it| 
ket  and  curb  its  merca 
tendencies.  Policpfial 
betting  that  members| 
the  World  Trade  Orgar 
will  force  these  chang| 

forms  in  China,  fi'om  pri  '- 
tization       of  state-i 
companies  to  further  tai 
cuts  and  currency  liberalizatii, 
have  narrowed  the  ideological  - 
vide  over  economics.  Political  clissideie 
is  still  not  tolerated.  But  freedom'! 
movement  and  freedom  of  enterprisi- 
two  key  building  blocks  for  a  prosper^.- 
and  politically  engaged  middle  class — f 
gi'eater  than  ever. 

China  is  eager  to  join  the  world  co- 
munity  as  a  foil  member  The  U.  S.,  ? 
gatekeeper,  has  a  lot  of  potential  lev- 


Ah-eady,  China's  need  for  legal  and 
lagement  expertise — as  well  as  for 
ices  and  consumer  goods  to  satisfy  a 
wing  number  of  well-off  urban 
filers — is  enhancing  the  U.  S.'s  role. 
E  FACE.  The  core  of  Washington's 
tegy  is  to  entice  Beijing  to  accept 

rules  of  international  institutions, 
1  as  the  Wor-ld  Ti-ade  Organization 
o).  The  Chinese  will  get  peiTnanent 
•ket  access  to  the  West  and  enor- 
is  international  prestige.  World  bod- 
will  put  pressure  on  China  to  re- 
;t  global  norms  of  behavior  in  areas 
liverse  as  trade  and  human  rights. 

China  won't  lose  face  by  hav- 
to  kowtow  to  Washington, 
'he  Chinese  have  plenty 
^ain  from  better  links 
h  the  U.S.  China  re- 
•es  increasing  amounts 
:lobal  capital,  technolog- 

expertise  and  manage- 

knowhow  as  it  up- 
des      its  ec(momy. 
ides,  it  needs  the  U.  S. 
•ket,  which  absorbs  over  30% 


growth  model 
exclusively,  it 
could   become  a 
Godzilla  that  roils  the 
world  economy.  As  it  quick- 
ly moves  into  medium-tech- 
nology products  such  as 
autos  and  chemicals, 
its  capacity  for 
creating 
global  eco- 


SECURITY 


POLITICS 


realizes  China  will 
ng  power  with  its 
onal  interests.  The 
)  bring  China  into  a 
partnership  with  the 
Japan.  That  could 
i  China  to  settle  ter- 
lisputes  and  stop 
es  to  pariah  states. 


China's  exports,  and  wants  assured 
ferential  access  through  permanent 
it-favored-nation  status, 
'he  payoff  could  be  enomious.  Chi- 
opening  and  reforms  have  changed 
balance  of  world  economic  power  in 
w  short  years.  Corporate  chieftains 
n  Paris  to  Tokyo  have  staked  their 
1  gi'owth  strategies  on  China's  con- 
led  success.  The  U.  S.  nuclear  indus- 
for  instance,  figin-es  it  alone  could 
$60  billion  worth  of  plants  to  China 
j  he  next  20  years. 

i  >ut  if  China  hews  to  Asia's  export-led 


nomic  may- 
hem through  beg- 
gar-thy-neighbor 
policies  increases  ex- 
ponentially. 

Security  issues 
will  test  U.  S.  com- 
mitment to  engage- 
ment as  well.  Chi- 
nese officials  argue 
that  the  U.S.  no 
longer  has  any  polic- 
ing role  in  Asia.  If 
they  start  to  act  on 
that  belief,  tension 
levels  will  rise,  per- 
haps setting  the  re- 
gion up  for  an  armed 
conflict.  Japan  re- 
cently signed  a  new 
security  treaty  v^ith 
the  U.  S.,  wliich  un- 
nerved China.  "We 
are  three  giant  ele- 
phants," says  Japan's 
Foreign  Ministry  spokesman,  Nobuaki 
Tanaka.  "If  we  fight,  the  ground  wiW  be 
destroyed." 

Domestic  politics  in  both  countries 
heighten  the  tensions.  Clinton  faces  a  di- 
verse coalition  of  labor,  human  rights, 
and  anticommunist  gi'oups  opposed  to 
engagement  with  China.  Their  gi-owing 
clout  is  reflected  in  a  raft  of  bills,  intro- 
duced in  Congress,  aimed  at  punishing 
Beijing  for  everything  from  religious 
persecution  to  anns  sales  to  Iran.  Hol- 
lywood is  also  operating  on  the  collec- 
tive psyche  by  demonizing  China  in  a 


The  U.S.  wants  to  encourage 
democracy  and  rule  of  law  in 
China.  It's  ready  to  provide  the 
expertise  needed  to  modernize 
the  legal  system.  The  U.S. 
applauds  moves  toward  elec- 
tions, but  it  will  let  human 
rights  advocates  apply  pres- 
sure to  China. 


;lew  of  new 
films  (page 
56). 

A  possible  wild 
card  in  Washington's 
China  policy  is  the  business 
community.  It  has  been  a  huge 
booster  for  engagement,  pushing  re- 
lentlessly for  better  relations.  But  now 
it  wants  some  serious  concessions  from 
the  Chinese.  It's  pressing  Washington 
to  demand  gi-eater  protection  of  intel- 
lectual property  and  fair  treatment  in 
China's  courts. 

Back  home,  Jiang  is  under  similar 
pressure  from  rivals  not  to  cave  in  to 
the  U.  S.  There  is  also  resistance  to  fur- 
ther fast  economic  liberalization  in  China. 
New  Chinese  foreign-investment  guide- 
lines are  now  being  drafted  with  an  eye 
to  helping  Chinese  companies  that  feel 
under  siege  ft-om  new  competition.  So 
the  g^iidelines  may  tuni  out  to  be  more 
protectionist,  not  less,  as  outsiders  had 
hoped.  And  China  is  taking  a  hard  line 
on  U.  S.  demands  to  open  financial  sei- 
vices  and  telecommunications  markets. 
UNFAIR  ADVANTAGE.  There  are  finstra- 
tions  on  both  sides.  China  wants  the 
global  system  to  accejst  its  special  needs 
and  allow  it  plenty  of  time  to  adjust. 
Washington  objects,  arguing  that  China 
is  already  a  huge  economy  that  inns  a 
$50  billion  trade  surplus  with  the  U.  S. 
Besides,  its  state  sector  is  so  huge  that 
Beijing  can  still  rig  the  niles  over  im- 
portant issues  such  as  dumping.  So 
gTanting  China's  wishes  would  give  it 
unfair  advantage  on  markets. 

Matters  would  be  simpler  if  China 
were  just  another  Japan  in  the  making: 
an  Asian  trader  that  continues  to  mn 
huge  trade  surpluses  long  after  it  is  an 
advanced  economy.  China  is  not  a  prob- 
lem that  can  be  managed  through  the 
WTO  alone.  Unlike  Japan,  which  was 
happy  to  remain  a  strategic  minnow. 
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China  already  views  itself  as  a  key 
strategic  giant  with  its  own  interests. 

The  long-run  implication  is  that  the 
U.  S.  will  have  to  work  with  China  not 
only  as  an  economic  foi'ce  but  as  a  play- 
er on  the  world  j3olitical  stage.  The  sum- 
mit is  the  start  of  acknowledging  that 
reality. 

Yet  it's  also  true  that  Sino-U.  S.  re- 
lations liave  made  some  of  then-  biggest 
gains  when  prospects  seemed  bleakest. 
Richard  Nixon  first  went  to  China  at 
the  peak  of  the  Cultural  Revolution. 
George  Bush  sent  an  emissary  to  Bei- 
jing to  keep  the  relationship  alive  after 
the  Tiananmen  Scjuare  massacre. 


Relations  with  China  under  Clinton 
have  been  similarly  rocky.  Unproved  al- 
legations of  illegal  Chinese  campaign 
contributions  made  the  U.  S.  suspect 
Chinese  motives.  Last  year,  relations 
hit  rock  bottom  when  the  Administra- 
tion allowed  Taiwan  President  Lee 
Teng-hui  to  visit  the  U.S.  The  U.S. 
and  China  approached  the  brink  in 
March,  1996,  as  China  lobbed  missiles 
near  Taiwan  and  Washington  sent  air- 
craft carriers  to  the  scene.  The  Admin- 
istration assuaged  Beijing  by  reaffinning 
its  one-China  policy  and  urging  Taipei 
not  to  be  provocative.  But  the  issue 
could  erupt  at  any  time  if,  for  exam- 


ple, the  U.  S.  sells  Taipei  an  antimissi 
defense  system. 

It  may  take  a  generation  to  dete 
inine  whether  China  is  the  model  glob 
citizen  its  friends  hope — or  the  parij 
its  critics  fear  The  U.  S.  can  only 
fluence,  not  determine,  the  path  the 
ant  nation  will  take.  It's  up  to  the  lea 
ership  in  Beijing  to  determine  wheth 
the  Middle  Ivingdom  will  continue 
live  in  its  own  realm  or  embrace  t. 
rales  that  govern  the  rest  of  the  worl 

By  Stan  Crock  hi  Washington,  Dexi 
Roberts  in  Beijing,  and  Joyce  Ba 
nathan  in  Hong  Kong,  with  Mirei 
reports 


FORGET  THE  KGB.  HOLLYWOOD  HAS  A  NEW  VILLAIN 


Director  Jon 
Avnet  knows 
something 
about  China's  tough 
tactics.  During  a 
r'esearch  trip  for 
Red  Corner,  the 
Richard  Gere  film 
that  mcm/ua 
Telecommunications 
Group  is  to  release 
on  Oct.  31,  two  sol- 
diers with  automat- 
ic weapons  stopped 
him  from  photo- 
graphing the  Bei- 
jing People's  Inter- 
mediate Court 
House.  Avnet, 
whose  credits  in- 
clude Risky  Busi- 
ness, turned  into  a 
political  advocate 
before  he  left  Chi- 
na. And  Red  Corner,  the  stoiy  of  a 
corporate  attorney  caught  in  a  Chi- 
nese judicial  system  given  to  cjuick 
convictions,  includes  footage  of  an  of- 
ficial execution  and  of  the  Tiananmen 
Square  massacres.  "This  is  a  country 
that  executed  thousands  of  people 
last  year,"  Avnet  says,  "and  we  con- 
tinue to  trade  with  it  as  if  none  of 
that  n^atters." 

Hollywood's  klieg  lights  have 
found  a  new  focus.  By  yearend,  three 
films  fealiiring  damning  portraits  of 
>. 'hina  will  be  in  U.S.  theaters.  Red 
'     w.'w-'s  i)ioducers  have  scheduled  a 
sp;  '-  J  '-screening  for  Amnesty  Inter- 
natici.:;'  and  other  advocacy  groups. 
And  I>'     tor  Martin  Scorsese  blast- 
ed Beij:!ii,  at  this  year's  Cannes  Film 


Tills  film  casts  a  harsh  light 
(111  China's  judicial  system 


Festival  for  its 
"genocide"  in  Ti- 
bet— just  as  he  was 
completing  Kundun, 
a  film  on  the  Dalai 
Lama's  hfe.  "Holly- 
wood has  always 
needed  a  villain," 
says  Peter  Guber, 
the  formei'  chairman 
of  Sony  Pictui-es 
Studio,  "and  with 
the  end  of  the  'evil 
empire'  in  the  Soviet 
Union,  China  fits  the 
I  "ill  perfectly."  Guber 
should  know.  He 
produced  the  Brad 
Pitt  movie  Seve'» 
Years  in  Tibet,  which 
opened  on  Oct.  10. 

Beijing  has  not 
been  munching  pop- 
corn. To  advance  its 
own  spin  it  hired  Michael  Medavoy, 
the  former  chairman  of  TiiStar  Pic- 
tures Inc.,  to  help  shoot  Red  River 
Valley,  about  Tibetan  resistance  to 
Britain's  1904  invasion.  Beijing  also 
persuaded  India  to  close  down  the 
set  of  Seveti  Years  in  Tibet,  in  which 
Pitt  plays  an  Austrian  mountaineer 
much  taken  with  Tibetans.  Then 
there's  Walt  Disney  Co.,  which  is  to 
release  Kiinditn  on  Dec.  25.  The  pro- 
ject drew  pressure  just  as  Disney 
was  negotiating  for  a  theme  park  in 
Shanghai. 

But  none  of  this  has  made  much 
difference:  If  anything,  it  may  have 
worsened  China's  image  abroad. 
Jean-Jacques  Annaud,  the  director  of 
Seven  Years  in  Tibet,  shipped  his 


cast  and  crew  to  the  Andes  in  north- 
ern Ai'gentina.  And  Disney  execu- 
tives never  caved.  Instead,  they  qui- 
etly hired  former  Secretaiy  of  State 
Henry  A.  Kissinger  to  smooth  Chi- 
na's ruffled  feathers.  "They  aren't  go- 
ing to  stop  that  country  fi-om  having 
Mickey  Mouse,"  Richard  Gere  has 
said. 

UNSPECTACULAR.  The  worst  news 
for  China  now,  at  least  as  far  as  its 
image  in  Hollywood  goes,  would  be 
for  one  of  these  films  to  become  a 
hit.  Red  Corner's  premiere  was 
moved  up  to  allow  it  to  capitalize  on 
Chinese  President  Jiang  Zemin's 
Oct.  29  visit  to  the  White  House. 
But  box-office  triumphs  are  unlikely 
for  political  dramas  such  as  these. 
Seven  Years  in  Tibet  got  splashy 
coverage  in  Time  and  Newsiveek, 
but  ticket  sales  were  $20  million  in 
its  first  two  weeks,  a  good  but  un- 
spectacular opening. 

Will  these  films  give  China  a  new 
respect  for  human  rights — or  alter 
U.  S.  policy?  Hard  to  imagine  in  ei- 
ther case.  "Characterizing  the  Chi- 
nese legal  and  political  system  in 
such  harsh  terms  may  make  a  good 
movie,"  says  Jonathan  Hecht,  a  pro- 
fessor at  Hai-vard  Law  School's  East 
Asia  Legal  Studies  Program.  "But 
this  is  a  government  in  which  the 
power  of  public  opinion  is  viewed  dif 
ferently  than  in  the  U.  S."  Indeed, 
says  Hecht,  who  has  worked  with  f 
Chinese  scholars  to  nudge  China's  le, 
gal  and  political  systems  closer  to 
democi'acy,  Hollyw^ood's  blitzkiieg 
may  make  change  even  more 
difficult. 

By  Ronald  Grover  in  Los  Angele'^ 
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COMMENTARY 


By  Robert  Neff 


HASHIMOTO:  LOUD  TALK,  SMALL  STICK 


In  Japanese  they  call  it  chahan- 
geki.  In  English,  a  farce.  No  mat- 
ter how  you  put  it,  Japanese 
Prime  Minister  Ryutaro  Hashimoto 
is  presiding  over  a  send-up  of  ad- 
ministrative reform,  deregulation, 
and  economic  pump  priming.  The 
travesty  can't  help  but  further  fray 
relations  between  the  U.  S.  and 
Japan,  America's  No.  2  trading  part- 
ner (after  Canada)  and  keystone  ally 
in  Asia.  The  strains  are  deepening 
just  when  U.  S.  relations 
with  Asia's  other  power- 
house, China,  are  particular- 
ly delicate. 

The  latest  news  out  of 
Tokyo  is  dismaying.  In  the 
fiscal  half-yeai'  from  April 
tlirough  September,  Japan's 
trade  surplus  with  the  U.  S. 
soared  to  $20.8  billion,  up 
55.3%  over  the  same  period 
last  yeai'.  The  widening  gap 
threatens  to  ignite  political 
fires  in  the  U.  S.  Further 
darkening  the  outlook, 
Japan's  ruHng  Liberal  Demo- 
cratic Party  on  Oct.  21  un- 
veiled an  economic  "stimulus" 
package  so  anemic  that  even 
cynics  were  nonplussed.  "Ex- 
pectations of  what  the  pack- 
age would  deliver  were  so 
low  that  it  was  quite  an 
achievement  on  the  part  of 
the  LDP  to  disappoint  the 
market,"  says  economist 
Richard  Jerram  at  ing  Bar- 
ings Securities  (Japan)  Ltd. 
INFLAMED?  More  troubling  are  grow- 
ing doulits  that  Hashimoto  can  enact 
the  sweejMng  deregulation  he  has 
promised  to  revive  gi'owth  and 
lessen  Japan's  dependence  on  exports 
for  momentum.  Upon  taking  office 
last  year,  pomade-coiffed  Hashimoto, 
long  ranked  the  most  popular  politi- 
cian in  polls,  vowed  he  would  "enapt 
into  flames"  if  his  reforms  didn't 
come  to  pass.  Now  he  risks  going 
down  in  flames  for  botching  the  job. 

To  many  Japanese  and  Western- 
ers, (  "regulation  has  seemed  the 
only  re  alistic  way  out  of  Japan's  eco- 
nomic quicksand,  with  gross  domestic 
product  expected  to  grow  less  than 
1%  this  fiscal  year.  Rising  govern- 


ment deficits  seem  to  rule  out  tax 
cuts  and  stepped-up  spending  to  spur 
the  economy,  at  least  to  the  preemi- 
nent Ministry  of  Finance  (mof).  That 
leaves  deregulation.  J.  P.  Morgan  Se- 
curities Asia  Ltd.  estimates  that  cur- 
rent liberalization  plans  would  boost 
GDP  by  a  cumulative  5%  to  7%  over 
the  next  10  years. 

But  it's  a  long  step  fi'om  plans  to 
reality — especially  in  Japan.  Why? 
Because  politicians,  beholden  to  pow- 


BLUSTER 


The  Premier  has 
ceded  reform  leadership  to 
the  almighty  bureaucracy 


erful  interests,  have  ceded  leadership 
on  deregulation  to  the  almighty  bu- 
reaucracy, which  has  wide  discretion 
in  applying  the  rules.  Says  R.  Tag- 
gart  Murphy,  a  Tokyo-based  former 
investment  banker  and  author  of  The 
Weight  of  the  Yen:  "The  bureaucracy 
acts  as  its  own  judge,  jury,  and  pros- 
ecutor Nothing  is  written  down. 
That's  what  prevents  Japan  from  be- 
coming an  Anglo-Saxon  ty|)e  of  econ- 
omy." Adds  Robert  M.  Orr,  a  vice- 
president  of  the  American  Chamber 
of  Commerce  in  Japan:  "If  you  ask 
bureaucrats  to  deregulate,  you're  not 
going  to  get  it." 

To  be  sure,  an  Administrative  Re- 
form Council,  which  Hashimoto 


heads,  has  floated  bold  proposals  to 
streamline  the  bureaucracy  and  build 
more  power  into  the  Prime  Minister's 
office.  But  Hashimoto  is  stumbling 
badly  in  this  initiative,  too.  Last 
month,  he  named  a  convicted  bribe- 
taker as  dii'ector-general  of  the  Ad- 
ministration &  Coordination  Agency, 
the  point  man  for  reform.  The  outcry 
was  such  that  Hashimoto  had  to  re- 
place the  man,  while  suffering  a  50% 
drop  in  his  public-support  ratings. 

For  a  leader  whose  power 
within  his  own  party  is  weak, 
popular  backing  is  crucial.  A 
bad  omen  is  the  apparent 
near-death  of  his  plan  to  pri- 
vatize the  Posts  &  Telecom- 
munications Ministry's  insur- 
ance business.  This  would 
allow  outsiders,  including  for 
eigners,  to  manage  a  $750  bil 
lion  pool  of  funds  that  usually 
go  to  MOF  for  dubious  public 
works  projects  and  subsidies. 

Now,  that  plan  and  others 
are  being  shelved  as  beneficia- 
lies  of  the  cuiTent  system,  in 
eluding  many  in  Hashimoto's 
LDP,  scream  bloody  murder 
about  such  moves  to  change 
the  status  quo.  But  if  reforms 
stall,  one  of  Hashimoto's  most 
popular  and  influential  Cabinet  mem- 
ber's, Junichiro  Koizumi,  is  threateninj 
to  quit.  That  would  rock  the  regime. 

Hashimoto  might  still  weather  th 
crisis  at  home,  since  he  has  no 
strong  challenger  In  the  internation 
al  arena,  though,  paralysis  in  Japan 
economic  revival  agenda  could  have 
dire  consequences.  There  are  hints 
that  Hashimoto  will  try  a  more  seri 
ous  fiscal  stiinulus  than  the  recent  fi 
asco.  But  anyone  hoping  that  deregi 
lation  Japanese-style  can  make  a 
difference  anytime  soon  should  be- 
ware. "It's  a  5-  to  10-year  solution," 
says  John  F.  Neuffer,  senior  fellow 
Mitsui  Marine  Research  Institute  C 
"The  economy  needs  help  righc  now. 
So  expect  Japan's  trade  surplus  witl 
the  U.  S.  to  keep  gi'owing — and  for 
Japan  to  lurch  into  another  crisis 
with  its  biggest  trading  partner. 


Contributing  Editor  Neff  follows 
Japanese  politics  and  trade. 
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CAN  GM  STOP 

ITS  EUROPEAN  SKID? 

As  snafus  multiply  and  the  giant  loses  ground  in  Europe,  Opel's  CEO  is  being  forced  out 


David  J.  Herman,  Adam  Opel's 
popular  chief  executive,  is  headed 
for  the  exit.  A  51-year-old  lawyer 
who  has  run  General  Motors 
Corp.'s  German  subsidiary  since  1992, 
Herman  has  increasingly  clashed  with 
his  boss,  Louis  R.  Hughes,  president  of 
Gm's  international  operations.  At  the 
Tokyo  Motor  Show  on  Oct.  21,  Hughes 
called  rumors  that  Herman  will  leave 
early  next  year  "speculation."  But  gm 
sources  confirm  privately  that  Herman 
is  being  forced  out. 

It's  unclear  whether  Hemian  will  land 
another  (JM  job.  But  his  imminent  de- 
paitui'e  is  one  of  many  signs  that  break- 
neck expansion 


has  pushed  the 
auto  giant's  Euro- 
pean unit  into  a 
dangerous  skid. 


SHiniNG  GEARS 


Hughes  steered 
global  strategy 


Herman  is  one  of  away  from  Opel 
a  half-dozen  Eu- 


as  he  raced 
into  emerging 
markets 


rope-based  execu- 
tives to  leave 
abruptly  this  year. 
GM  has  lost  a  full 

percentage  point  of  European  market 
share  since  1995  (chart),  while  archnval 
Volkswagen  has  gained.  European  op- 
erations lost  $21  million  in  the  third 
quarter,  vs.  a  $75  million  profit  last  year. 
DEMORALIZED.  Behind  the  trouble  is 
(jM's  global  explosion.  Hughes,  a  48-yeai- 
old  engineei'  with  a  master's  in  busi- 
ness from  Harvard  University,  has 
thrust  the  company  headlong  into 
emerging  markets  from  China  to  Brazil 
in  the  past  four  years.  The  company  is 
spending  $2.5  billion  on  five  new  facto- 
ries worldwide.  Current  and  former  ex- 
ecutives say  they  have  been  stretchefl 
dangerously  thin.  Hughes  and  other  top 
managers  spend  much  of  their  time  jet- 
ting around  the  globe.  And  underhngs 
are  overworked  and  demoralized,  shar- 
ing little  sense  of  the  company's  goals. 
"We  had  not  communicated  where  we 
were  going  with  our  globalization  strat- 
egy," Hughes  admits. 

To  complicate  matters,  Hughes  and 
GM  brass  in  Detroit  have  dramatically 


shifted  the  company's  international 
course.  As  recently  as  two  years  ago, 
Opel  was  at  the  forefront  of  gm's  inter- 
national strategy.  Opel  models  were 
mainstays  of  the  global  market.  Small 
cars  such  as  the  $11,000  Corsa  were 
stripped  of  electric  windows  and  other 
luxury  goodies  and  cranked  out  of  fac- 
tories fi'om  Mexico  to  South  Africa. 


I'lidi  r  ilic  lien  ivi/ime,  strategiciC- 
cisiuns  are  made  in  Detroit  and  at  ti'if 
international  headquarters  in  Zuvh 
Opel  will  play  a  reduced  role,  focuMg 
on  development  of  four-cylinder  giO- 
line  engines  and  small  cars.  Respcsi- 
bility  for  large  cars,  plus  six-  and  eiit- 
cylinder  gasoline  engines,  will  res;iii 
Detroit.  Isuzu  Motor  Ltd.,  the  Japai'ise 
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^our  Business  Is  Growing.  Congratulations.  I 
I  Who's  Going  To  Do  All  The  Work?  . 


Your  business  is  doing  so 
well,  you  have  a  pleasant 
problem  -  you  need  more 
help.  Take-charge  people 
who  are  as  good  as  the 
people  you  already  have. 

That's  where  we  come 
in.  We're  Management 
Recruiters  International, 
your  staffing  partner. 
The  leader  in  permanent. 


flexible,  and  right-fit 
staffing  solutions  With 
over  700  offices  and  3,000 
recruiters  worldwide,  our 
comprehensive  network 
is  poised  to  fulfill  your 
staffing  needs.  From  sales 
professionals,  technical 
specialists,  and  office 
support  to  a  key  senior 
manager,  MR!  has  more 


search  specialists  in  place 
for  more  industries  than 
anyone. 

At  MRI,  we're  here  to 
help  you  grow.  Especially 
when  you're  already 
growing. 

For  more  information, 
call  800-875-4000 
or  visit  our  website  at 
www.mrinet.com. 
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CompuSearch'^ 

OfficeMatesS' 


Intelligent  Staffing  Solutions. 
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GM's  SHARE  OF  THE 
WESTERN  EUROP 
HEW-CAR  MAR 


company  37.5%  owned 
by  CM,  will  handle  all 
diesel-engine  work. 

Moreover,  (;m's  top 
brass  is  leaning  on 
Opel  to  improve  effi- 
ciency. The  company 
recently  began  a  re- 
view of  European  op- 
erations, from  factoiies 
to  research  and  devel- 
opment. The  aim:  trim 
jobs  and  save  hun- 
dreds of  millions  of 
dollars  annually.  "We 
have  to  get  more  costs 
out  of  Europe,"  says 
GM  Chief  Executive 
John  F.  Smith  Jr. 

To  reach  its  ideal  of 
leanness,  gm,  like 
every  big  auto  maker, 
seeks  an  elusive  goal: 
to  design  "world  cars" 
flexible  enough  to  be 
adapted  to  individual 
markets.  In  theory, 
world  cars  would  yield 
huge  economies  of 
scale.  In  the  next  few 
years,  ceo  Smith 
wants  to  slash  by  half  the  company's 
18  basic  car  chassis,  or  platfoiTns.  After 
the  turn  of  the  century,  for  instance, 
thi'ee  current  gm  models  that  are  near- 
ly identical  in  size  but  have  no  parts  in 
common — the  Chevrolet  Cavalier  and 
Satum  sedan  in  North  America  and  the 
Opel  Astra  elsewhere — are  to  share  the 
same  platform,  engines,  and  other  com- 
ponents. Engineers  in  Detroit  will  de- 
sign the  platform's  basic  architecture, 
then  jjass  it  to  Opel  for  completion. 
"SHODDY  QUALITY."  Such  radical  moves 
ai'e  risky.  Compromises  to  fit  require- 
ments in  one  market  can  lead  to  short- 
comings in  another,  gm's  new  Sintra 
minivan  is  a  case  in  point.  It  is  de- 
signed jointly  by  engineei-s  from  De- 
troit and  Russelsheim  and  sold, 
with  minor  differences,  in  both 
North  America  and  Europe. 
It  easily  passed  a  U.  S.-man- 
dated,  35-mile-])er-hour 
crash  test.  But  when  the 
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SLOWING  DOWN 
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A  PERCENT 

DATA  EUROPEAN  AUTOMOBILE  MANUFACTURING  ASSN. 


ABOUT  TO  EXIT 


Upel  chiei 
Herman  found 
himself  treated 
like  a  schoolboy 
at  monthly 
product  meetings 

Gemian  magazine  Auto 
Motor  unci  Sport  did 
an  independent  simula- 
tion of  a  different  kind 
of  colhsion,  the  test 
dummy's  legs  were 
crushed.  "Crash  test 
uncovers  shoddy  quali- 
ty," said  the  headline 
on  the  magazine's  July 
11  cover. 

GM  officials  say 
problems  like  the  Sin- 
tra's  won't  be  repeat- 
ed. The  van,  they 
point  out,  was  adapt- 
ed from  a  U.  S.  family 
sedan,  the  Chevrolet 
Lumina.  New  models 
designed  fi'om  scratch 
will  strike  compromis- 
es that  work  in  both  markets,  says  Pe- 
ter H.  Hanenberger,  r&d  chief  for  in- 
ternational operations.  For  example,  a 
new  model  that  goes  into  production  in 
2000  will  have  extra  sheet  metal  up 
ft'ont  to  protect  occupants  better. 

Strains  from  the  changes  hitting  Opel 
are  glaringly  apparent.  At  monthly 
product-planning  meetings  in  the  con- 
ference room  of  Opel's  Technical  Devel- 
opment Center,  Hughes  has  sometimes 
treated  Herman  like  a  schoolboy,  say 
people    who    have  attended. 


■96  '97* 
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Hughes  has  often  questioned  Hennai 
judgment  in  front  of  as  many  as  50  ci 
leagues.  Hughes  counters  that  he  e 
courages  open  debate,  which  he  admi 
can  get  heated  but  which,  he  clain 
produces  first-rate  decisions. 

There's  evidence,  though,  that  tl 
decision-making  process  at  gm's  intf 
national  operations  has  flaws.  For  i 
stance,  former  executives  say  that 
six-month  delay  in  launching  the  19 
Astra  was  caused  by  blunders  th 
could  easily  have  been  avoided.  En| 
neers  argued  from  the  start  that  t: 
car's  engine  needed  a  balance  shaft, 
counter-weight  that  helps  it  nm  smoot 
ly  and  quietly.  Top  brass  nixed  the  ide 
citing  cost.  A  scant  year  before  tl 
planned  September,  1996,  productii 
launch,  executives  took  a  spin  in  Ast 
prototyjjes.  The  engines  were  so  rouj 
and  noisy  that  engineers  were  order( 
to  add  a  balance  shaft — pushing  ba 
the  scheduled  production  start. 

In  another  snafu,  the  purchasing  d 
partment  ordered  a  cost-saving  fabi 
that  didn't  match  the  rest  of  the  c; 
More  time  lost.  "If  you  delay  yoi 
launch  half  a  year,  that  costs  bilhons 
marks,"  says  a  former  executive. 

Hughes  acimowledges  missteps,  b' 
he  says  Europe  is  back  on  track.  As  f 
the  succession  at  Opel,  Gaiy  L.  Cowg( 
now  head  of  (^m's  Mexican  operations, 
nunored  to  be  Herman's  successor, 
factory  specialist  who  ran  the  advanc( 
manufacturing  center  at  gm's  technic 
center  in  Wan-en,  Mich.,  before  movii 
to  Mexico  two  years  ago,  he  would  lik 
ly  an-ive  with  a  mandate  to  do  whatew 
it  takes  to  turn  things  around.  But 
may  be  several  years  before  Opel  hi 
another  stretch  of  smooth  highway. 

By  David  Woodruff  in  Fran, 
furt,  with  Kathleen  Kerwin  ' 
Detroit  and  Keith  NaughU 
and  Emily  Thornton 

Tok-^. 


Easily  .voidable 
errors  caused  a 
six-month  delay 
in  launching  the 
new  Opel  Astra- 
at  a  huge  cost 
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ind  receive  even  greater  savings  and  services  through  the 
ntroduction  of  Waterhouse  Investors  PC  Network.'" 


Savings  like  these  are  only  one  of  the  reasons 
SmartMoney  rates  us  #7. 


Compare  for 

1,000  shs. 

2,000  shs. 

3,000  shs. 

yourself 

@$10 

@$I4 

@$12 

e. Schwab: 

On-line 

$  29.95 

$  60.00 

$  90.00 

Touch-tone 

$  99.00 

$145.44 

$161.28 

Live  Broker 

$110.00 

$161.60 

$190.00 

Waterhouse  Investors  PC  Network: 

On-line 

$  12.00 

$  12.00 

$  12.00 

Touch-tone 

$  35.00 

$  35.00 

$  35.00 

Account  Officer 

$  45.00 

$  45.00 

$  45.00 

Survey  date  7/1/97.' 

Invest  anytime,  anywhere,  anyway 
sVhen  you  open  a  Waterhouse  Investors  PC  Network  account, 
/ou'll  be  able  to  invest  any  way  you  want,  whenever  you  want 
m-line,  by  touch-tone  phone  or  through  your  personal  Account 
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AJI  the  savings  and  services  you  need 

Our  tlat-fee  commissions  for  up  to  5,000  shares  on 
equity  trades  are  among  the  lowest  of  any  discount 
broker.  Just  compare  them  to  e. Schwab,  Fidelity, 
Quick  &  Reilly  and  other  on-line  discount  brokers.  We 
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No-Fee  Asset  Management  Account;  Free  Mutual  Fund 
Investing;  Free  Investment  Information;  Free  IRAs;  Free 
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*As  a  iiislimwr  of  Waterhouse  Imesutn  PC  Network,  yoii  must  truile  the  luujonly  of  your  trades  via  a  Personal  Computer  to  receive  tlie  flat -fee  Lomimssiim  schedule.  Any  trade  over  5.l>0il  shores 
will  incur  a  I  cent  per  share  charge  for  the  entire  trade.  Serx'ices  vary  by  firm.  Rales  .surveyed  are  for  slocks  and  may  vary  for  other  products.  Mutual  fund  investors,  please  read  the  prospeciu\. 
which  I  oiiiams  management  fees  and  expenses,  prior  to  investing.  Mutual  funds  are  neither  FDIC-insured  tutr  guaranteed  by  the  U.S.  Government  and  are  not  depiaits  or  obligations  of  or  giuiraiitecd 
by.  any  hank  and  are  suhjet  t  to  market  risk  including  loss  of  principal  SiminMonev  is  a  registered  trademark  of  SmartMoney.  a  joint  venture  of  the  Hearst  Corporation  and  Dow  Jones  &  Co  .  hu 


WHAT  IF  YOU  COULD 


CREATE  A  DRUG  THAT  WAS 
INACTIVE  UNTIL 


IT  WAS  "SWITCHED  ON" AT 


THE  TARGET  SITE? 


Doctors  want  druses  powcrtul 
enough  to  destrov  a  disease.  But 
the\'  also  seek  to  le3\  c  health\  parts 
ot  the  bod\'  unharmed. 

Much  ot  medicine  is  an  unending, 
search  lor  a  delicate  balance  het\s  een 
these  contrar\-  goals. 

But  what  it  we  just  turned  the 
problem  on  its  head"' 

What  it  u  e  had  a  drug  that  could 
tlou  trech'  throughout  the  bod\' 
v\  ith(jut  attecting  normal  tissue,  and 
then"turn  on  onI\  uhen  and  where 
it  vs  as  needed .And  w  hat  if  it  onl\' 
required  a  low-power,  non-thermal 
red  liiiht  lor  actn  ation^ 


This  is  the  \  ision  ol  PhotoPointi 
a  dramatic  new  medical  proce- 
dure being  de\eloped  b\-  Mira\ant. 
It  mav  gne  medical  practitioners 
a  high  degree  ol  selecti\itv  and 
control  in  a  minimalK'  in\asi\e 
procedure. 

PhotoPoint  ma\  ha\e  application 
tor  a  w  ide  range  ot  conditions  rang- 
ing Irom  cancers  to  e\'e  diseases,  and 
IS  now  being  tested  in  preclinical 
and  clinical  studies  in  the  U.S.  and 
international]\-. 

We  ll  be  telling  \'ou  more  about 
PhotoPoint  m  the  months  to  come. 
Sta\  tuned. 


In  cUmcal  stuJicj.  the  PlwwPotm  jrue  is  mjc^uJ  jnj  is 
exposed  10  a  spfvi/if  uaickngth  ofnon-ihamal  rcj  /ighr 


Ligfil  IS  Jirc;i(J.it  jIh  hv^ct  ijrcii 
svsitm  i;cncrji(S  thi  /ig/ii,  unj  s 
uiilim  ihc  boJy  or  on  its  surface. 


Marketing 


BRAND  BUILDING 

SLEEPLESS 
NIGHTS  AT 
HOLIDAY  INN 

Tom  Oliver  has  big  plans,  but 
not  all  franchisees  are  happy 

Days  before  Thomas  R.  Oliver,  the 
new  chief  executive  of  Holiday  Hos- 
pitality Coi-p.,  was  to  recliristen  one 
of  his  Holiday  Inn  hotel  brands,  he  faced 
an  uprising.  Hoping  to  differentiate  its 
budget  chain.  Holiday  Inn  Express,  fi'om 
the  company's  flagship  Holiday  Inns,  he 
figured  a  new  name  would  do  the  trick. 
But  when  nimors  spread  that  the  new 
name  would  be  "New  Horizon  by  Holi- 
day Inn,"  u'ate  fi-anehisees  balked.  Fear- 
ful that  the  loss  of  the  well-known  name 
would  send  ti-avelers  elsewhere,  they 
threatened  legal  action. 

Oliver  quickly  dropped  the  name- 
change  plan,  but  his  biggest  marketing 
problem  remains  unsolved.  Holiday  Hos- 
pitality suffers  &"om  a  bad  case  of  brand 
confusion.  The  company  is  the  umbrella 
for  several  chains:  Along  with  the  core 
Holiday  Inns,  it  targets  business  trav- 
elers with  Holiday  Inn  Select,  penny- 
pinchers  with  Holiday  Inn  Express,  and 
big  spenders  with  its  luxury  Crowne 
Plaza  hotels.  But  its  own  customer  sur- 
veys show  consumers  haven't  a  clue  as 
to  the  differences  among  them. 
IMAGE  PROBLEM.  Tliat  puts  Olivei;  56,  in 
a  tight  corner  He  needs  to  develop  a 
bi'anding  strategy  that  creates  distinc- 
tions among  the  different  chains,  with- 
out scrapping  the  Holiday  Inn  name. 
Says  R.  Mark  Woodworth  of  PKF  Con- 
sulting, Atlanta-based  tourism  industry 
specialists:  "He's  got  to  put  a  new  face 
on  top  of  an  old,  familiar  name." 

Moreover,  he's  got  to  do  it  fast.  A 
poor  image  has  left  the  company  adrift 
despite  the  recent  resurgence  in  the  ho- 

OLIVER  S  NEW  TWiSIS 

EXPAND  THE  SUCCESSFUL 

Holiday  Hospitality's  luxury  division, 
Crowne  Plaza,  will  grow  25%  in  three 
years.  New  programs  to  draw  high- 
spending  leisure  travelers,  such  as 
eliminating  check-in  times,  are  on 
the  way. 


tel  industry.  Last  year,  analysts  esti- 
mate revenue  per  available  room  at  the 
main  Holiday  Inn  chain  gTew  just  2.5%, 
less  than  half  the  6%  logged  iDy  the  in- 
dustry overall.  For  the  company  as  a 
whole,  both  revenue  and  profits  for  the 
company  dipped  in  1996;  on  revenues 
of  $1  billion,  earnings  fell  4%,  to  $288 
inilUon.  "People  tliinlv  Holiday  Irm  hotels 
are  old  and  not  properly  maintained," 
says  Bjorn  Hanson,  who  heads  the  gam- 
ing and  lodging  unit  for  consultants 
Coopers  &  Lybrand. 

If  Olivei'  is  daunted,  he  doesn't  show 
it.  The  former  chief  operating  officer  of 
Federal  Express  Corp.  arrived  at  Holi- 
day in  March,  and  he  vows  to  make 
each  of  its  chains  a  leader  in  its  catego- 
ry by  2002.  A  marketing  whiz  who  was 
the  brains  behind  FedEx'  overnight  de- 
livery service,  Oliver  has  a  drawer  full 
of  plans.  In  addition  to  a  multiyear,  $1 
biUion  renovation  and  advertising  cam- 
paign for  the  flagship  Holiday  Inn,  he 
wants  to  expand  Crowne  Plaza  and  de- 
velop a  whole  new  chain  aimed  at  the 
extended-stay  business  traveler.  "Our 


issue  is  going  to  be  understanding 
different  brands  and  how  they're 
portant  to  consumers,"  he  says.  "1 
we'll  market  the  heck  out  of  them.' 

Still,  Oliver's  efforts  have  dr; 
mixed  reviews  so  far.  He  gets  hig 
marks  for  the  hands-on  way  he 
ramped  up  the  upgrade  at  the  Hoi 
Imi  chain.  Since  1995,  more  than  hal 
1,346  hotels  have  gotten  a  maken 
To  the  new  furniture  that  was  alrt 
on  order,  Oliver  has  added  better  u 
and  even  brand-name  foods  sucl 
Ti'opicana  juices  to  start  the  day.  i 
moves,  wliich  Oliver  has  capped  off  ' 
Holiday  Inn's  most  extensive  nati 
TV  ad  campaign  in  years,  seem  t( ; 
working.  Franchise  owners  say  reveiia 
at  some  renovated  properties  li 
jumped  as  much  as  50%.  Moreovei'. 
company  claims  that  customer  qu; 
ratings,  which  had  been  declining, 
moving  up  again. 

But  not  all  of  Oliver's  changes 
going  over  as  well  among  franchi- 
Franchisees  had  long  complained 
previous  Holiday  executives  spent  n? 


UPGRADE  THE  OLD  He  is  spending  $1  II 
ion  to  fix  up  Holiday  inn  hotels.  Rooms  ar 
gyms  are  being  redone,  and  chains  such  a 
TGI  Friday's  have  taken  over  food  service. 


DEVELOP  THE  NEW  A  new  chain  targe 
ing  the  extended-stay  business  travelers 
JtSMljs\Hl®Mte~\    being  launched;  Oliver  plans  200  hotfS 
FORSURFMitt-WBi    \    Within  five  years. 
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e  wrangling  over  financing  with  par- 
company  Bass  PLC  than  on  buffing 
the  hotels.  Quality  also  suffered,  as 
^ards  were  allowed  to  remain  in  the 
tem.  So  even  though  franchisees  wel- 
led Oliver's  arrival,  his  attempts  to 
ame  the  budget  chain  have  left  many 
-y.  "Every  brand  needs  consistency," 
s  one  franchisee.  "If  you  change  the 
le,  you  hurt  us." 

)liver's  more  ambitious  plans  also 
»  a  stiff  challenge.  He  wants  to  cre- 
an  entirely  new  chain  to  be  called 
ybridge  Suites  by  Holiday  Inn,  tai- 
■d  to  travelers  on  long-tenn  business 
gnments.  With  Staybridge  scheduled 
)reak  gTound  this  year,  Oliver  plans 
ipen  200  hotels  in  five  yeai^s.  To  draw 
I!orporate  America's  road  warriors, 
suites  will  include  speakerphones, 
tractive  TV  capabilities,  ergonomic 
:ing,  and  computer  connections. 
tR-MISS?  Few  doubt  it's  a  market 
1  lucrative  potential:  Extended-stay 
/el  is  the  hotel  industry's  fastest- 
wing  segment.  But  healthier  play- 
such  as  Marriott  International, 
ch  has  247  extended-stay  hotels 
and  the  countiy,  already  dominate, 
•eover,  critics  say  Staybridge  costs 
likely  be  high.  Not  only  is  starting  a 
in  from  the  ground  up  pricey,  but 
is  call  for  more  employees  than  in 
Utional  extended-stay  hotels,  with 
ks  such  as  a  24-hour  staffed  front 
i.  "They've  missed  the  mai'ket,"  says 
ner  Holiday  Inn  executive  Michael 
Leven,  who  is  now  ceo  of  U.  S. 
nciiising,  which  loins  the  budget  Mi- 
el  chain. 

'or  now,  however,  many  of  Holiday's 
^-suffering  franchisees  are  willing  to 
•  Oliver  some  rope.  "This  guy  is  new, 
'm  in  wait-and-see  mode,"  says  Jay 
^atel,  who  owns  three  Holiday  Inn 
)ress  hotels  in  Florida.  Later  this 
ith,  he  will  unveil  his  sti-ategy  before 
0-plus  franchise  owners  at  their  an- 
1  meeting  in  Nashville.  Many  see  in 
the  only  hope  for  the  much- 
mised  turnaround.  Indeed,  fran- 
ees  who  have  dealt  with  Oliver  di- 
ly  praise  his  guest-eye  view  of  the 
iness.  J.  Peter  Kline,  a  franchise 
ler  in  Dallas,  recalls  that  after  Oliv- 
isited  his  hotel  last  spiing  incognito, 
?ot  a  full  report  card,  including  or- 
5  to  spiTjce  up  the  gym.  "We've  fi- 
y  got  someone  up  to  the  plate  that's 
king  the  brand  up,"  Kline  says, 
'hat  has  rivals,  too,  watching  Holi- 
's  efforts  for  the  fii-st  time  in  years, 
hink  he  has  a  chance,  but  the  real 
.  is  getting  the  franchisees  on  his 
n,"  says  the  ceo  of  one  hotel  chain, 
do  so,  however,  Oliver  will  have  to 
■t  by  convincing  them  his  plans  are 
.arget. 

By  Nicole  Hams  in  Atlanta 


Where  did  you  have  your  very  first  sip  of  Jack  Daniel's?  We  hope  you'll  write  and  tell  us. 

ONLY  A  VERY  SPECIAL  WOOD  will  do 
when  it  comes  to  making  charcoal  to  smooth 
out  Jack  Daniel's  Tennessee  Whiskey. 

We  only  use  hard  maple  wood  from  high  ground. 
(Creek  maple  contains  too  much  sap.)  It's  sawed 
into  strips  and  burned  to  make  charcoal.  Then, 
that  charcoal  is  packed  into  room-high 
vats  and  a  fresh  batch  of  Jack  Daniel's 
is  slowly  seeped  through  it,  drop  by  drop. 
This  is  charcoal  mellowing.  It  takes  lots 
of  time  and  a  very  special  wood. 
Luckily,  we  have  plenty  of  both 
here  in  Jack  Daniel's  country. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Yinir  /riL'tiis  at  Jack  Daniel's  remind  you  lo  drink  responsibly. 


Tennessee  Whiskey  •  40-43%  alcohol  by  uolume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  111  the  National  Register  of  Historic  Places  by  the  United  Swtes  Government 


EVERY  RELIGION  HAS  ITS  CHURCH.  FOR  MICROSC 


Compaq  has  twice  as  many  servers  running  Windows  NT'globally  as  a 
other  computer  company.  No  one  has  more  experience  and  expertise  with  NT. 
ffl    :  .        No  one  can  make  NT  work  better  in  your  organization.  For  a  detailed  explanati 


I^SSl  lii  credentials  in  NT,  and  a  vision  of  where  the  company  that  sells  the  mo; 

Proliant  7000       computers  on  the  planet  is  taking  NT,  visit  www.compaq.com/solutions/frontline/ 


People 


put  the  company  i 
a  critical  junctur 
Similar  pricing  stra 
egies  have  conr 
back  to  haunt  leac 
ers  in  such  sectors 


Dale  Morrison  is  confident 
and  has  a  great  track 
record.  Now,  he  just  has  to 
sell  more  chicken  noodle 

Dale  F.  Mon-ison  has  never  lacked 
self-confidence.  When  he  was 
growing  up  in  Milton,  N.  D.,  pop. 
200,  there  were  so  few  kids 
around  for  sports  and  music  programs 
that  Monison  happily  jumped  into  eveiy 
after-school  activity  around:  He  played 
basketball,  ran  on  the  track  team,  even 
sang  in  the  boys'  quartet,  despite  what 
he  describes  as  a  less-than-exceptional 
singing  voice.  "I  left  [Milton]  thinking  I 
could  do  eveiT/thing  and  that  anything 
was  possible,"  Momson  says  today. 

That  attitude  has  kept  the  48-year- 
old  Morrison  on  the  corporate  fast 
track,  where  he  has  distinguished  him- 
self as  a  marketing  whiz  for  such  all- 


American  products  as  Doritos  and  Pep- 
peridge  Farm  cookies.  Now,  as  chief 
executive  of  Campbell  Soup  Co.,  Morri- 
son needs  to  draw  on  every  bit  of  that 
self-assurance  as  he  tackles  liis  toughest 
job  yet. 

Simply  put,  Morrison  needs  to  stir 
up  new  ways  to  sell  more  soup — lots 
more.  It  sounds  easy,  but  it  isn't.  Last 
July,  Morrison  took  over  the  top  spot  at 
Campbell  from  the  charismatic  and  fi- 
nancially astute  David  W.  Jolmson.  John- 
son did  a  gi-eat  job  boosting  profits  by 
raising  prices  and  slashing  costs.  Wall 
Street  rewarded  Johnson  with  soaiing 
shai'e  prices,  up  about  270%  since  Janu- 
ary, 1990.  But  persuading  consumers  to 
slui-p  up  more  chicken  noodle  and  toma- 
to soup  was  another  matter-.  From  1990 
thi'ough  1996,  virtually  all  of  Campbell's 
4%  annual  gain  in  sales  came  from  ag- 
gi'essive  price  increases 

Despite  the  strong  performance — and 
CainpbeU's  neai-ly  80%  share  of  the  U.  S. 
canned  soup  market — the  price  hikes 


NEEDS  SPICE 

Morrison 
may  be  facing 
slower  growth 

in  the  wake  of  tobacco,  diapers,  ar 
■      1  •!  cereal;  all  have  ende 

price  niKeS  ^t]^  eroding  ma 

ket  share,  wan 
Steven  M.  Galbraith,  an  analyst  wii 
Sanford  C.  Bernstein  &  Co. 

That's  why  Galbraith  believes  Cam 
bell's  earnings  gi-owth  will  likely  slo 
fi-om  its  recent  tonid  pace;  from  1990 
1996,  profits  grew  at  a  17%  compound 
annual  rate.  Momson  has  already  a 
nounced  plans  to  spin  off  some  slo' 
gi'owing  businesses.  William  Leach, 
vice-president  with  Donaldson,  Lufk 
&  Jenrette,  figures  net  income  for  t 
remaining  businesses,  excluding  an  et 
lier  charge,  will  be  up  about  12%, 
$924  million,  for  the  fiscal  year  endii 
July,  1998.  Sales  of  the  newly  slimme 
down  company  should  gi'ow  about  4.(5 
to  $6.8  billion. 

"HEALTHY  PARANOIA."  That  kind  of  m 
dling  sales  growth,  however,  does 
satisfy  Morrison.  Indeed,  he  war 
nothing  less  than  for  Campbell  to  enj 
the  same  global  clout  in  soup  tl 
Coca-Cola  Co.  enjoys  in  the  cola  wa 
And  with  Campbell  holding  just  10% 
the  soup  mar-ket  outside  the  U.  S.,  M 
rison  sees  a  huge  opportunity.  To  k 
off  his  campaign,  he  has  been  rallyi 
the  tr-oops.  At  a  recent  meeting 
1,200  employees,  he  revved  up  t 
crowd  with  his  signature  exhortati 
to  set  "big,  hairy,  audacious  goals." 

It's  a  role  that  comes  natur-ally 
the  intensely  likable  and  exuber-ant 
ecutive,  who  has  been  l-aiowTi  to  go 
for  beers  with  factory  workers  to  a 
them  over  to  his  plans.  Morrison  wa 
to  get  Campbell's  annual  sales  grov 
rate  up  around  8%  to  10%,  larg 
through  increased  marketing  and  acc 
sitions.  "I  have  a  healthy  paranoia  ab 
pricing,"  he  says. 

The  challenge  seems  tailor-made 
Morrison.  Thr'ough  a  series  of  posts 
Gener-al  Foods,  PepsiCo,  and  most 
cently  at  Campbell's  Pepperidge  Fa 
unit,  he  has  r-evealed  a  knack  for  cle 
marketing.  When  Morrison  took  o' 
the  snack  and  bakery  unit  in  Ju 
1995,  Pepperidge  Farm  was  in  so 
shape.  Sales  and  earnings  over-  the  jP 
vious  three  years  had  been  growinji' 
an  anemic  annual  r-ate  of  just  3%  ;fl 
2%,  respectively.  And  though  manaf 
ment  had  been  pushing  prices  upw;" 
it  failed  to  support  its  products 
solid  advertising.  As  a  result,  mar 
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.GENT  NAME: 
UCKY  BREAKS 


i 


VAJCH  FOR 
)IL  SPILLS. 
EPORT 
/IMEDIATELY. 


1 


TRUE  STORY: 


A  GUY  OWNS  A  PIPELINE 
SERVICE  AND  HAS  AN  INQUISIT' 
AGENT  REPORTING  ON  LEAKS. 
IT  PICKS  UP  BREAKING  NEWS 
ON  A  BIG  LEAK  IN  INDIA,  AND  THE 
GUY  FIGURES  WHAT-THE-HECK 
AND  CALLS  THE  MINISTER  OF 
PETROLEUM.  THE  MINISTER  IS  SO 
STUNNED  WITH  THE  GUY'S  INFO, 
HE  GIVES  HIM  THE  CONTRACT. 
Opportunity  doesn't  knock.  If  emails. 


nQu 


■  SIT 


•NU  A  BLANK  EMAIL  TO:  siGNUP@fNQUiSIT.COA4 


nq.isi.  and  .he  Inquisit  I0903  o.a  un.egis,e.e<J  ...den,O.W  of  In 


People 


Morrison  is  aiming  for  annual  sales  growth  of  8%  to  10%, 
a  goal  that's  likely  to  test  his  vaunted  marketing  skills 


share  and   volumes  were  slipping. 

Mon-ison  impi'oved  manufacturing  ef- 
ficiency by  reducing  waste  and  focus- 
ing some  plants  on  fewer  products.  The 
money  saved  was  pumped  into  aggi'es- 
sive  marketing  targeted  toward  a  few 
promising  lines  such  as  Goldfish  crackers 
and  Milano  cookies.  Morrison  also  met 
with  hundreds  of  Pepperidge  Farm's 
2,500  independent  distributors,  even  tak- 
ing time  out  from  his  ski  vacation  in 
Colorado  to  meet  with  a  Steamboat 
Springs  distributor.  "I  don't  want  them 
to  think  of  themselves  as  tnick  drivers 
but  as  business  development  people," 
he  explains.  And  to  appeal 
to  the  lucrative  kid  market, 
Morrison  also  introduced 
new  kid-fiiendly  packaging. 


he  took  fii*st  place  in  a  cross-coimty  meet 
even  though  he  was  competing  against 
juniors  and  senior's.  "Dale  may  not  have 
been  the  premier  athlete,  but  he  had 
gi'eat  determination,"  recalls  Waind. 

Early  on,  though,  Monison  realized  it 
would  take  more  than  fast  legs  to  find 
his  way  beyond  Milton.  School  chums 
recall  more  than  anything  Morrison's 
ambition.  "I  remember  him  saying  to 
make  it  in  this  world  he'd  have  to  buck- 
le down,"  says  classmate  Linda  Sper- 
ling. "Most  kids  were  just  thinking 
about  making  it  through  high  school." 

Monison  headed  off  for  the  Universi- 


DALE  F.  MORRISON 


BORN  Jan.  29,  1949,  in  Milton,  N.D. 


played  a  key  role  merging  two  snac 
food  companies.  Walkers  Crisps  ar 
Smiths  Crisps,  that  Pepsi  then  ov/ne 
Morrison  also  brought  U.  S.  marketii 
smarts  to  the  combined  company,  u 
dating  packaging  and  displays  in  ston 
Now,  at  Campbell,  Morrison  h 
much  bigger  battles  on  his  agenda. 
September,  he  announced  plans  to  sp 
off  slower-gi'owth  businesses  accounti 
for  $1.4  billion  in  sales,  including  Via 
pickles  and  the  Swanson  frozen-fo 
line.  "We  are  driving  the  incredib 
shrinking  company,"  he  receni 
warned  employees. 
--— —  To  run  the  U.S.  fo 
unit,  Morrison  has  bi'ou 
in  Mark  M.  LecMe,  a  veti 
an  of  the  biaital  price  w; 


By  getting  input  from   ' —   in  the  cereal  business.  A 


distributors  as  well  as  big 
retailers,  Momson  was  also 
able  to  build  support  within 
Pepperidge  Farm  for  the 
changes  he  wanted  to  pull 


EDUCATION  BS  in  business  administration  from  University 
of  North  Dakota,  1971. 

CAREER 

1972-81  GENERAL  FOODS  Holds  marketing  jobs,  working  on  such 


Morrison  is  taking  a  pa 
out  of  the  recipe  book  tl 
worked  so  well  for  him 
Pepperidge  Fann.  He  pi; 
to  squeeze  costs  by  m( 


off.  The  result:  In  each  of    brands  as  Tang,  Post  cereals,_and  Koo^Aid._   th^n  $100  million  annua 


the  past  two  years,  Pep- 
peridge FaiTn  sales  growth 
has  averaged  10%,  and  earn- 
ings are  up  more  than  25%. 
"He's  demonstrated  the  abO- 
ity  to  drive  the  top  line 


1981-95  PEPSICO  Soft-drink  and  snacks  marketing  and  manage- 
ment guru.  Leads  merger  of  British  snack-food  companies. 

1995-97  CAMPBELL  SOUP  Turns  around  Pepperidge  Farm  unit  and 
heads  international  operations.  Named  CEO  in  July,  1997. 


over  the  next  several  yei 
wliile  launching  an  aggi- 
sive  marketing  bhtz. 
whet  consmner  appetites 
Campbell's  soups,  Morris 
ultimately  wants  to  dou 


•fi  favorite  rallying  cry  To  set  "big,  hairy,  audacious  goals."  -  - 

without  sacnficmg  the  bot-   —   °_   advertismg  outlays  fr 


om 


torn  line,"  says  Campbell  di- 
rector Philip  E.  Lippincott. 

Monison  attributes  much 
of  his  success  to  a  childhood 
in  which  life  dealt  him  some 
hard  blows.  When  he  was 
an  infant,  his  father,  Delbert,  was  strick- 
en with  a  debilitating,  and  ultimately 
fatal,  muscular  disease.  Although  his  dad 
lived  to  see  Morrison  gratuate  high 
school,  he  was  forced  to  sell  the  family 
wheat  farm.  His  father's  illness  rein- 
forced for  Monison  the  importance  of 
self-reliance  and  discipline.  Before  he 
was  even  old  enough  to  help  on  the 
farm,  he  earned  extra  money  cutting 
lawns  and  delivering  newspapers.  "He 
always  had  a  strong  inner  drive,"  says 
childhood  pal  Thomas  R.  Waind,  who 
still  s])eaks  often  to  Momson.  "And  he 
knew  nothing  came  easy." 
BUCKLING  DOWN.  Wliile  in  high  school, 
Morrisoi;  showed  some  of  the  persis- 
tence that  has  since  sei"ved  him  so  well. 
He  was  a  ferocious  competitor  who  ex- 
celled under  pressure  and  didn't  shy 
away  from  a  challenge.  As  a  freshman. 


PERSONAL  Married  college  sweetheart,  Barbara,  in  his 
senior  year.  Has  two  children. 

HOBBIES  Skiing,  golf.  Active  in  fund-raising  at  the  Universi 
ty  of  North  Dakota. 


ty  of  North  Dakota  in  1967.  While  a 
student,  he  met  his  wife,  Bai'bara,  on  a 
skiing  trip.  The  couple  married  during 
Morrison's  senior  yeai'  and  have  since 
raised  two  children.  Putting  off  his  plan 
to  attend  law  school,  Momson  decided  to 
tiy  a  sales  job  with  General  Foods.  Soon 
his  legal  ambitions  faded  as  he  became 
fascinated  with  the  power  of  big  brands. 
He  spent  nine  years  there  developing 
sales  and  mai-keting  strategies  for  a  host 
of  products  including  Kool-Aid,  Country 
Time  Lemonade,  and  Gaines  pet  food. 

His  success  at  General  Foods  caught 
the  eye  of  Roger  A.  Emnco,  then  a  vice- 
president  for  mai'keting  at  PepsiCo  Inc.'s 
Frito-Lay  unit  and  now  chairman  and 
CEO  at  PepsiCo.  There,  Morrison  really 
hit  his  stride.  After  stints  marketing 
Pepsi-Cola  and  Mountain  Dew,  he  made 
liis  mark  in  Britain  when,  in  1992,  he 


of  sales  to  8%,  includinj 
homey,  ail-American  imi 
campaign  planned  ea 
next  year. 

Overseas  markets 
also  attracting  Morrisc 
energies.  He  has  just  strack  a  $170  i 
lion  deal  to  buy  Danone's  Liebig 
business,  one  of  the  leadmg  brands 
France,  and  he  is  scouting  more  dej 
Within  two  weeks  of  taking  overl 
CampbeO,  Monison  sent  one  executivsT 
Europe  and  another  to  Asia  to  head! 
the  inteniati(3nal  push.  UntO  then,  seij 
managers  in  charge  of  international  [ 
erations  had  been  based  in  New  Jeraj 
Will  the  French  and  Japanese  re| 
run  out  and  buy  Campbell's  produc^i 
Morrison  hardly  seems  daunted  by 
challenge.  "I  feel  great  about  the  ti 
we  have  and  what  we  need  to  iln.' 
says.  Revitahzing  a  vintage  brand 
Campbell  Soup  may  be  tough,  but  ii' 
Morrison  is  just  an  older,  wiser  vert'' 
of  that  North  Dakota  kid  who  knewit 
could  do  anything  and  everything. 
By  Amy  Barrett  in  Camden,  hi- 
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latoratiMf  in  Los  Ar 


997  Edgerton  Foundation. 

)thing  moves  faster  than  light.  Which  is  why  Qwest  designed  its  Macro  Capacity  "  Fiber  Network  with 
)solute  Data  Integrity.  It's  the  first  long-distance  network  to  be  built  with  Nortel's  OC-192  high-speed 
oadband  technology,  so  it  can  maintain  the  integrity  of  light  as  it  carries  voice,  data  and  video  across 

e  country.  That  means  transmissions  with  no  hiccups,  no  blips,  no  data  corruption.  Because  one   

I^JRTEL     '■''^y  element  out  of  place  can  throw  everything  off.  We've  captured  light.  And  the 
'■'HERN  lEiECOM     world  is  about  to  become  a  very  different  place.  www.qwest.net 


ride  the 


Qwest 


Media 


MAGAZINES 


CAN  wmsD 

GET  WIRED  AGAIN? 

To  make  money,  the  new-media  company  may  have  to  get  less  hip 


When  Wii'ed  Ventiu-es  Inc.  pre- 
pared to  go  public  last  year, 
even  the  most  mundane  details 
of  the  deal  had  to  i-eflect  the 
distinctiveness  of  the  liip,  San  Francisco- 
based  media  company.  The  prospectus, 
usually  a  fomiulaic,  dry  document,  could 
not  be  the  ty])ical  black  tyi^e  on  chintzy 
white  paper.  No,  company  executives  de- 
manded, their  prospectus  had  to  be  .  . 
as  snazzy  as  Wired,  the  glitzy 
pubhcation  launched  in  1993. , 
that  chronicles  the  issues  «  / 

and  the  spuit  of  the  cy-  ' 
bergeneration.  Wii'ed's 
prospectus  featured 
bright  colors,  mod- 
em tyjje,  and  odd 
page  sizes. 

Such  gimmicks 
may  sell  maga- 
zines— but  not 
equity.  Wii-ed's  ipcj 
failed  not  once  but 
twice.  Prospective 
investors  were  leery 
of  the  red  ink  being 
generated  by  the  com 
pany's  fai-flung  operations. 
In  "the  first  half  of  1996 
alone,  the  company  lost  $;B5  mil- 
lion. "In  the  grand  scheme 
things,  it  didn't  matter 
[prospectus']    color  was, 
Wired's  48-year-old 
co-foimder  and  chief 
executive,  Louis 
Rossetto. 

FAR  CRY.  Indeed. 
By  the  time  the 
humbled  company 
found  $21.5  million 
in  badly  needed  pri- 
vate financing  this 
January,  it  was  val- 
ued at  just  $125 
million,  s;iy  sources 
familiar  Aith  the 
deal.  Thai's  a  far 
cry  from  the  .$450 
million  valuation 
sought  less  than  a 


year  earlier.  The  culprit  was,  Rossetto 
says,  a  slump,  which  has  since  recov- 
ered, in  the  market  for  new  tech  stocks. 
"Oui"  value  has  tracked  the  movement  of 
the  market  pretty  directly,"  he  says  in 

ROSSETTO  AND  METCALFE:  Their  new 
focus  is  on  profits  rather  than  growth 


of  • 

what  the' 
concedes 


1996  STRATEGY 

Invest  heavily  in  inter- 
national editions,  book 
publishing,  and  TV 

1997  STRATEGY 

Cut  staff,  killTVand 
book  divisions,  grow/ 
through  partnerships 

REVENUES 

$38  million 

$50  million* 

ENTERPRISE  VALUEt 

450  million 

125  million 

MONTHLY 
OPERATING  LOSS 

$3  million 

$1  million 

MAGAZINE 
CIRCULATION 

325,000 

400,000 

MONTHLY  ONLINE 
PAGE  VIEWS 

16  million 

90  million 

EMPLOYEES 

360 

285 

'Company's  yearend  estimate                                          DATA:  COMPANY  REPORTS 
tBased  on  mid-1995  prospectus  and  valuation  in  Jan.  1997  private  placement 

liis  fii'st  interview  in  more  than  a  > 
"You  accept  the  good  luck  when  you 
it  and  the  bad  luck  when  you  get  it 
But  Wired's  changed  fortunes  ai 
solely  the  result  of  bad  luck.  The 
pany  got  caught  in  an  all-too-fam 
quandary  faced  by  young,  cocky 
starts:  how  to  manage  gi'owth  wit 
overstretching  resources,  overestii 
ing  financial  returns,  or  overhy 
market  potential.  As  a  hot  p 
erty,  Wii'ed  was  expanding 
heady  pace.  It  had  a  b 
publishing  unit.  It 
duced  a  weekly  TV 
•  for  the  MSNBC  c 
network.  It  laim 
a  sepai-ate  Win 
'.  Britain.  And  i 
'  \  vested  heavil 
*.  \  online  prodi 
/,  •  "There  w 
times  when 
were  mo 
faster  than  I 
'c  0  m  f  0  r  t  a 
with,"  admits 
founder  and  p 
dent  Jane  Metca 
,*  •  The  company  c 
"not  sustain  all  that  o'ai 
•  •  eroding  capital  struc'i 
and  overtaxed  executives 
yearend,  1996,  Wired  employed^ 
people  and 
burning  thn 
some  $3  millii 
month.  Exp 
Morgan  Stank 
Co.  analyst 
Meeker:  "The 
pany  was  o\i; 
ambitious.  T : 
and  Jane  st;i 
with  a  good  it 


;a 


MlM 

m 


ly.  But  then  i' 
got  way  ahea 
themselves  a)i 
what  they  coul  ' 
with    the  bi 
Wired  behevedh 
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The    SAS®  Data  Warehouse 


LTV  Steel  Company 


Steel  Com^ny 
kOM6,995% 


Return  On  Investment 


Petroleum 


See  what  the  SAS  Data  Warehouse  — 

the  Data  Warehousing  Product  of  the  Year 
or  two  years  running  —  does  for  your 

bottom  line.  Visit  us  at  www.sas.com/dw 
or  give  us  a  call  for  your  free  CD  demo. 


Smart  business 
decisions. 

Even  smarter 
investment. 

A  recent  Inlernational  Data  Corporation  (IDC) 
study  of  organizations  ttiat  fiave  implemented  data 
waretiouses  reveals  an  average  three-year  Return  on 
Investment  of  401%! 

And  you'll  find  ttiere's  no  better  ctioice  for 
reaping  similar  rewards  tfian  ttie  SAS  Data  Waretiouse. 
Here's  what  two  companies  featured  in  the  IDC  study 
have  to  say: 

LTV  Steel  Company  R0I=16,995% 

As  the  third  largest  steel  operator  in  the  U.S., 
they've  been  using  SAS  software  for  data  warehousing 
since  long  before  the  term  was  coined.  According  to 
Senior  Statistician  Robert  Scharl,  "SAS  software  is 
THE  element  of  our  data  warehousing  solution.  It  beat 
everything  else  for  data  retrieval... and  it  would  have 
cost  us  maybe  a  half  million  dollars  to  bring  something 
else  in  for  a  data  warehousing  system." 

Phillips  Petroleum  Company  Norway  R0I=151% 

As  a  leader  in  the  high-stakes  oil  and  gas  industry, 
Phillips  Petroleum  relies  on  its  SAS  Data  Warehouse  for 
an  up-to-date  picture  of  company  health  and  safety  trends. 
"With  the  help  of  data  warehousing,  we  have  an  overview 
of  all  the  'criticality'  factors  involved  in  the  daily  operation 
of  oil  producing  platforms,"  says  Incident  Analyst  Pal 
Navestad.  "In  addition,  historical  data  makes  a  great 
contribution  to  cost-efficient  design  and  redesign  of 
our  facilities.  This  knowledge  tells  us  which  preventive 
measures  are  most  effective  for  increasing  revenue  and 
profitability.  Quite  simply,  our  SAS  Data  Warehouse  helps 
to  reduce  injuries  and  saves  money," 


M 


SAS  Institute  Inc. 


The  Business  of  Better  Decision  Making 


E-mail:  bw@sas.com  ,     www.sas.com/dw  919.677.8200, 


SAS  IS  a  registered  trademark  of  SAS  institute  Inc    Copyright  ©  1997  by  SAS  Institute  Inc. 


Media 


its  cash  burn  would  be  well-received  in 
the  market.  But  the  market  said  no." 

So  did  the  company's  investors,  which 
include  Advance  Publications,  Provi- 
dence Equity  Partners,  and  cue  Inter- 
national. Some  Wired  investors  have 
been  pressing  foi'  an  end  to  the  red  ink. 
"The  investors  have  been  much  more 
vocal,"  says  a  source  close  to  the  com- 
pany. And  Rossetto  and  Metcalfe,  who 
also  live  together  with 
their  new  son,  have  been 
listening.  They  are  slash- 
ing staff,  closing  ventures, 
and  aggi'essively  cutting 
costs.  No  longer  is  gi'owth 
the  company's  mantra.  To- 
day, it's  profit. 

That  new  agenda 
meant  the  end  of  the 
fledgling  British  version 
of  Wired,  which  folded  in 
January.  Hardwired,  the 
company's  book  division, 
is  now  just  a  marketing 
vehicle  for  ideas  devel- 
oped at  Wired.  Television 
production  has  been  put 
on  hold  indefinitely  since 
their  weekly  msnbc  pro- 
gi'am  was  canceled  after 
just  foiu'  episodes  because 
the  network  found  it  too 
esoteiic  for  a  mass  audi- 
ence. Wired's  online  busi- 
ness, which  still  employs 
about  150  people,  has 
been  streamlined.  It  now 
manages  four  brands,  in- 
cluding HotWired  and 
Wired  News,  instead  of 
the  11  brands  of  1996. 
NEW  TALENT.  The  re- 
trenchment, while  painful, 
seems  to  be  paying  off. 
The  company  says  Wired 
made  money  for  the  fii'st 
time  ever  in  the  fii-st  ciuai'- 
ter  of  1997  and  has  re- 
mained ])rofitablp.  The  No- 
vember issue  carries  a 
record  174  pages  of  adver- 
tising. Tlie  company's  digi- 
tal offerings,  which  still 
lose  money,  have  seen  rev- 
enues climb  so  far  this  year  to  $8.4  mil- 
lion, from  $4.o  millifin  in  aU  of  1996.  And 
with  total  i-evenues  expected  to  hit  al- 
most $50  million  by  the  end  of  the  year. 
Wired  Venture's  now  savs  it  will  be  in 
the  black  by  th  ■  end  of  1998. 

Cutting  costs,  however,  is  only  the 
beginning.  Wii-od  must  also  recniit  some 
savvy  managerial  talent  to  stand  any 
chance  of  becoming  a  major  media  play- 
er. To  make  way  for  chat  to  happen, 


Rossetto  is  giving  up  his  post  as  the 
company's  chief  executive.  Investors  and 
analysts  applaud  his  stepping  aside. 
"Louis  has  taken  this  company  from 
nothing  to  $50  million,"  says  boai'd  mem- 
ber Paul  Salem,  managing  director  at 
investor  Providence  Equity  Partners. 
"Now  the  question  is,  can  we  find  some- 
body to  take  it  from  $50  million  to  $300 
million?"  Rossetto  will  remain  the  com- 


WHERE  TO,  NOW? 


Wired's  dilemma: 
How  to  keep  the 
flash  and  sizzle  so 
dear  to  digerati, 
while  reaching  out 
to  the  mainstream 


pany's  chaiiman  and  editor-in- 
chief  of  Wired,  though  he  is 
bringing  in  a  top  editor  to 
oversee  day-to-day  operations. 

Some  insidei-s  say  these  key 
personnel  shifts  will  loosen  the 
tight  control  Rossetto  has 
wielded  at  the  company  fi-om 
its  earUest  days.  He  personal- 
ly writes  most  of  the  maga- 
zine's headlines.  "Louis  won't  let  go  and 
he  won't  engage,"  says  one  insider.  "He's 
got  to  do  one  or  the  other"  Rossetto 
dismisses  such  perceptions,  saying  flatly 
that  he  is  not  a  mici'omanager 

The  company  has  other  key  vacan- 
cies, after  the  departure  of  several  high- 
level  corporate  and  editorial  staffers. 
"Management  is  an  issue,"  admits 
Lawrence  Wilkinson,  a  Wired  board 
member  who  is  a  co-founder  of  Global 


Business  Network  Inc.,  a  consulting  fi 
in  Emeiyville,  Calif.  "If  we're  seric 
about  gi'owing,  then  we  need  to  incre; 
the  breadth  of  oui'  senior  managemer 
Wliomever  the  company  recruits 
buttress  its  management  ranks  wiU  f; 
a  thorny  issue  that  Rossetto  and  M 
calfe  already  struggle  with:  How 
keep  Wired's  hold  on  the  elite  digei 
while  broadening  its  appeal  to  gani 
more  readers,  advertise 
and    financial  stabih 
That  won't  be  easy  to 
without  alienating  Win 
core  readers.  "Wired 
be  kind  of  inaccessible 
the  general  public  to  n 
with  its  cryptic  text 
intricate  graphics," 
serves  Peter  Storck 
analyst  at  Jupiter  Cc 
munications.  "But  if 
wants  to  extend  its  rei 
it  will  have  to  get  a  h 
more  mainstream." 

But  to  do  so,  Wi 
may  need  to  tone  do 
some  of  the  edge  t 
makes  it  so  cherished 
its  core  readership.  T 
the  company's  arran 
ment  to  have  its  cont 
on  a  channel  of  PointC 
Inc.'s  World  Wide 
business  network.  On* 
the  first  Wired  stoi 
broadcast  on  the  Po 
Cast  site  contained  an 
scenity,  which  offeni 
some  PointCast 
tomers.  The  two  com 
nies  now  have  an  agi 
ment  that  all  profar 
will  be  edited  out 
Wired  stories.  Wired 
become  one  of  PointCast's  most  popi 
features,  and  the  arrangement  bri 
Wired  some  $1  million  a  year  in 
revenue. 

The  success  of  the  venture  un( 
scores  Wu'ed's  new  coinmitment  to 
ing  on  partners  rather  than  goinj 
alone.  "We  don't  have  to  invent  ev( 
thing  here  ourselves,"  says  Mete: 
Since  the  beginning  of  the  year,  Wi 
has  inked  deals  with  Reuters  New 
dia,  Merrill  Lynch,  and  Nippon  T 
graph  &  Telephone.  "There's  a  lo' 
room  for  this  brand  to  gTow,"  says 
Simon,  the  company's  chief  financiai 
ficer.  "We've  only  just  scratched  the 
face."  That  may  be,  but  Wn-ed  still 
to  prove  that  it  can  make  money  an( 
cool  at  the  same  time. 

By  Linda  Himelsfeivi 
San  Franc'' 
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Aow  we^re  ereii  more 


THE  NEW  ELECTRONIC  ORDER  BOOK 

Our  new  electronic  order  book 
provides  a  more  efficient 
and  open  way  of  trading.  It 
transforms  the  way  brokers  deal  on 
the  London  Stock  Exchange,  creating 
a  more  attractive  environment  in 
which  to  buy  and  sell  shares. 
FTSE  100  company  stocks  can 


For  further  information  contact  our  Information  service  on  +44  171  797  1372.  Fax  +44  171  410  6861.  www.londonstockex.co.uk. 
or  write  to  London  Stock  Exchange,  Old  Broad  Street,  London  EC2N  IHP,  United  Kingdom. 


now  be  traded  at  the  touch  of 
a  button  on  our  fully-automated 
system  -  reducing  costs  and 
improving  prices. 

The  order  book  will  make  our 
market  even  more  competitive  and 
transparent,  helping  keep  London  at 
the  heart  of  international  finance. 


London  stock  exchange 


jnst  the  unknown. 


SIGHT  IS  seeing  behind  corners  that  don't  exist  yet. 


>  what  they'll  remember  you  for. 




ffsiilso  the  reason  New  York  1 
movotive  life  insurance  produ 
ccumulate  cash  value  of  whol 

FO 


Sports  Business 


COMIVIENTARY 

By  William  Echikson 


MICHAEL,  THE  NBA.  AND  THE  SLAM-DUNKING  OF  PARIS 


Cedric  Didier  was  cheering.  The 
24-year-old  basketball  nut  from 
Grenoble  had  ti-aveled  four 
hours  to  see  the  McDonald's  Champi- 
onship in  Paris — but  hardly  to  root 
for  the  home  team.  "Michael, 
Michael,"  yelled  Didier,  decked  out  in 
a  Chicago  Bulls  jersey,  as  Michael 
Jordan  swished  another  two-pointer. 
Said  Didier:  "Jordan  is  the  best  play- 
er in  the  world,  and  the  Bulls  are 
the  best  team  in  the  world." 

On  Oct.  16-18  at  Pai-is'  13,000-seat 
Bercy  arena,  the  Bulls — sans  Scottie 
Pippen  and  Dennis  Rodman — proved 
that  again.  As  they  eased  by  two 
European  teams  to  win  the  tourna- 
ment, the  sold-out  games  underlined 
how  the  soaring  worldwide  appeal  of 
the  National  Basketball  Assn.  has  se- 
duced even  the  supposedly  anti- 
American  French.  The  Bulls  also 
made  another  point:  namely,  that 
when  it  comes  to  marketing  U.  S. 
products  abroad,  Jordan  and  the  NBA 
are  a  pretty  unbeatable  team.  In 
fact,  a  lot  of  marketers  would  do 
well  to  follow  the  bouncing  ball. 
MARKETING  LAYUP.  Since  the  Dream 
Team  captured  the  1992  Olympic  gold 
medal,  sales  outside  the  U.  S.  of 
NBA-licensed  basketballs,  back- 
boards, T-shirts,  and  caps  have 
soared  from  $10  million  to 
$500  million.  "We  saw  this 
huge  opportunity  abroad, 
and  we  jumped,"  says 
NBA  Commissioner 
David  Stern.  A  decade 
ago,  the  NBA  had  no  in- 
ternational staff  or  foreign 
offices.  Tiday,  it  has  80  worke)-s  in  11 
offices  a})road  and  plans  to  double 
both  numbers  this  year.  "We're 
spending  a  lot,  but  we're  ah-eady 
profitable,"  says  Paul  Zilk,  the  nba's 
international  director.  Compare  that 
with  the  National  Football  League's 
World  Leagi.ie:  It  has  lost  an  estimat- 
ed $100  million  since  its  1990  launch. 
Even  nonsports  ventures  such  as 
Disneyland  Fa)Ts  are  still  straggling. 

Admittedly,  the  NBA  enjoys  sever- 
al built-in  ;^•^vantages  over  Ijaseball 
or  America)  ''«  'ball.  Hardly  any 
baseball  fiek      >  !st  in  Europe.  And 
imagine  tryin.      explain  a  s(jijpeze 
play  to  a  Frei.i    i:an.  By  conti-ast. 


Yvan  Mainini,  the  French  Basketball 
Federation's  president,  says  basket- 
ball was  fii'st  played  in  Paris  in  1873, 
only  two  yeai's  after  the  game  was 
invented  in  Massachusetts.  "We  have 
450,000  players  in  France,"  Mainini 
says.  Pro  leagues  exist  throughout 
the  Continent  but  are  particularly 
strong  in  Southern  Eui'ope. 

The  NBA  has  shi'ewdly  trans- 
formed these  European  hoop  dreams 
into  a  marketing  layup.  When 

Europe's  state  broad- 
casting monopolies 
were  broken  up 
in  the  1980s, 
the  league 
nished  in 
with  at- 
tractive 


offers  to  newly  fonned  commercial 
and  cable  channels.  "Michael  Jordan 
came  along  at  the  same  time  that 
global  television  was  experiencing 
outstanding  growth,"  Stern  says. 
Some  191  countries  now  televise  nba 
games — in  40  languages.  Many  get 
broadcasts  free  of  charge  or  foi'  a 
minimal  fee.  "The  point  isn't  to  get 
r'evenues  as  much  as  exposure," 
Stem  explains. 

But  perhaps  the  nba's  biggest 
feat — and  its  most  important  lesson 
for  other  U.  S.  companies  going  glob- 
al— is  restraint.  It  refuses  to  start  its 
own  European  league.  "We  don't 
have  a  Manifest  Destiny,"  says  Stern. 


Even  though  Disney's  theme  park 
outside  Paris  is  recovering,  the 
Mouse  blundered  by  barging  into 
France  with  an  attitude.  It  has  been 
forced  to  write  off  much  of  its  huge 
investment  in  oversize  hotels  and 
parking  lots.  Unlike  Americans,  Eu- 
ropeans prefer  to  visit  the  park  just 
for  the  day  and  often  come  by  train. 
TENSIONS  SURFACE.  A  European  NBA 
could  provoke  a  similar  culture  clash. 
Many  big  European  cities  don't  have 
American-style  indoor  arenas,  and  a 
new  league  would  be  a  declaration  of 
war  against  local  basketball  groups. 

Ti-ansatlantic  basketball  tensions 
were  ah'eady  surfacing  at  the  champi- 
onships. After  the  Bulls  beat  his  team 
89-82,  Bozidar  Maljkovic,  coach  of  psg 
Racing,  derided  the  constant  TV  time- 
outs and  the  nba's  showbiz  approach — 
the  mascots,  vast  video 
screens,  and  cheerlead- 
ers. The  French  Feder- 
ation's Mainini  says 
the  NBA  thinks 
"about  selling  shirts. 
We  think  about  bas- 
ketball." And  the 
nba's  global  glow 
could  fade  after  Jordan 
hangs  up  his  sneakers,  "\\1ien 
he  retires,  there  is  going  to  be  a 
void  no  one  can  fill,"  concedes  Stem. 
But  the  McDonald's  Championship 
was  nothing  but  net  for  Jordan  and 
the  NBA.  When  European  teams 
played  each  other,  the  arena  was  al 
most  empty.  When  the  Bulls  took 
center  stage,  the  fans — and  more 
than  1,000  journaHsts — piled  in.  The 
crowd,  especially  teens  who,  polls 
show,  prefer  basketball  to  soccer, 
went  wild  over  Jordan's  acrobatics. 
"No  French  player  comes  close,"  said 
16-year-old  Solien  Mekki. 

Even  for  superstar  Jordan,  the 
adulation  this  far  from  home  seemed 
surprising.  "When  I  fii'st  came  into 
the  league,  I  could  sit  outside  [at  the 
cafes]  and  not  be  bothered,"  he  re- 
called. This  trip,  he  couldn't  leave  liis 
hotel  without  being  mobbed.  Michael 
may  long  for  those  peaceful  days,  bu 
David  Stern  isn't  complaining. 


Correspondent  Echikson  writes  abou 
the  business  of  sporis  from  Europe. 
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With  SAP,  the  Fujitsu  supply  chain  works  as  fast  as  its  semiconductors.  Order  cycle  times 
shortened  from  14  days  to  one.  Customer  pull  cycles  met  in  four  hours.  On-time  deliveiy  increased  to  87%. 
Financial  close  times  cut  in  half.  That's  how  SAP  1^3  "  software  has  helped  Fujitsu  Microelectronics 
streamline  its  supply  chain.  Because  customers  judge  Fujitsu's  supplier  performance  as  much  as 
its  semiconductor  performance,  results  like  these  are  mandatory.  Now,  the  company 
is  looking  toward  a  two-year  break-even  on  the  project  and  up  to  95%  on-time 
deliveries,  even  with  increased  growth  in  sales. Thanks  to  SAP,  Fujitsu's 
business  is  moving  as  fast  as  its  technology.  For  more  information, 
visit  us  at  http://www.sap.com  or  call  1- 800-283 -  ISAP. 


TeamSAP  is  a  new  initiative  of  people,  processes  and  products 
representing  SAP's  total  commitment  to  customer  success. 
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WHAT'S  COMING  IN  '9? 


Value. 


That  will  be  the  big  marketing  battle  cry  for  1998 
auto  makers  try  to  woo  consumers  into  their  showrooms  with  ih 
promise  of  a  more  enticing  balance  between  price  and  content.  Mo: 
of  the  bargains  will  be  in  cars,  rather  than  trucks,  this  yea 
Manufacturers  are  starting  by  freezing  or  lowering  prices  on  some 
their  most  popular  models. 


But  that's  not  all.  The  auto  industry  is 
rolling  out  a  host  of  fresh  ways  to  meet  cus- 
tomers expectations  that  encompass  every- 
thing from  design  and  quality  to  features  and 
marketing.  It's  all  part  of  a  global  effort  by 
auto  makers  to  reinvent  themselves  with 
quicker  product  development,  faster  manufac- 
turing, greater  "value  packaging"  of  features, 
and  streamlined  retailing  techniques. 

The  car  companies  aren't  doing  it  just  to 
keep  busy.  They're  being  driven  by  competi- 
tive necessity  borne  of  a  U.S.  vehicle  market 
where  overall  sales  volume  is  high  but  also 
flat.  Trucks  are  generally  strong  but  demand 
for  cars  is  down.  Manufacturers  know  they 
must  offer  more  Just  to  maintain  market  posi- 
tion against  their  rivals. 

What  does  it  mean  for  consumers?  Ford 
Motor  Co.  Chairman  Alex  Trotman,  an 
executive  not  prone  to  hyperbole,  calls  the 
new  model  year  "the  greatest  buyer's  mar- 
ket in  history." 


Trotman  doesn't  mean  auto  makers  plan 
give  away  their  new  cais  and  tnacks  in  1998.  B 
they  will  be  trying  harder  than  ever  to  win  ea 
sale  with  aggressive  pricing  and  a  bevy  of  ne 
models.  Among  the  manufacturers  with  all-ne 
or  heavily  reengineered  cars  due  over  the  ne 
12  months  are  Audi,  BMW,  Cadillac,  Chevrol 
Chrysler,  Dodge,  Ford.  Honda.  Lexus,  Linco! 
Mazda,  Mercedes-Benz,  Nissan,  Oldsmobi 
Toyota,  Volkswagen,  and  Volvo. 


BIG  SELECTION 
This  year  offers  buyers  the  biggest  selectl 
of  substantially  redesigned  models  sin 
1995.  There  are  new  entries  coming  from 
the  major  manufacturers  and  spanning  virt 
ally  every  segment  of  the  market,  includii 
trucks — pickups,  vans,  and  sport  utility  veh 
cles  (SUVs). 

Many  of  the  most  interesting  entries  for  19' 
will  be  built  right  here  in  the  United  States  t 
Detroit's  Big  Three  auto  makers  or  "transplan 
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ctories  owned  by  car  companies  with  head- 
uirters  overseas.  Even  these  "foreign"  models 
mtain  mostly  American-made  components 
id,  in  some  cases,  were  designed  here  as  well. 

It  there's  an  overall  styling  theme  tor  this 
■^ar's  new  models,  it's  one  of  tlowing  lines 
id  sculpted  contours.  Even  Volvo,  known  for 
;  boxy  cars,  is  switching  to  the  aerodynamic 
ok  in  1998.  Look  for  more  models  with 
rap-around  taillights  and  big  "cat's  eye" 
jadlarnps  that  incorporate  the  turn  signals 
id  side  marker  lamps. 

[EET  THE  NEW  CARS 

Most  of  the  General  Motors  Corp.  car  divi- 
ons  have  something  new.  Cadillac  Seville, 
hevrolet  Camaro,  and  Pontiac  Firebird  each 
;ts  a  new  front-end  treatment.  A  convertible 
irsion  of  the  new  Corvette  debuts.  The  Geo 
ne  (Metro,  Prizm,  and  Tracker)  are  now 
isorbed  by  Chevrolet,  and  the  Prizm  gets  a 
ibstantial  overhaul  for  1998.  Oldsmobile 


rolls  out  an  all-new  and  internationally-orient- 
ed Intrigue  midsize  sedan  this  fall  and  replaces 
its  Achieva  compact  with  the  Alero  next  year. 

Chrysler  Corp.  offers  the  first  big  redesign 
of  its  Chrysler  Concorde  and  Dodge  Intrepid 
twins  since  those  big  cars  introduced  the  com- 
pany's roomy  "cab  forward"  architecture  sev- 
eral years  ago.  The  new  models  feature  all- 
new  engines  that  provide  more  power  and  bet- 
ter fuel  economy. 

Ford  has  pruned  several  slow-selling  mod- 
els from  its  1998  lineup,  including  Aerostar, 
Aspire,  Cougar,  Probe,  and  Thunderbird.  The 
Lincoln  Town  Car  gets  a  curvaceous  redesign 
this  fall,  to  be  followed  later  in  the  model  year 
by  a  revamped  Ford  Crt)wn  Victoria  and 
Mercury  Grand  Marquis.  A  few  c^)smetic 
changes  are  due  for  Taurus,  Sable,  and 
Continental.  Escort,  Tracer,  Contour,  and 
Mystique — all  subject  to  substantial  exterior 
updates  earlier  this  year — go  into  the  new 
model  year  with  very  minor  changes. 


DLDSMOBILE 
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INTRIGUE 

The  newest  midsize 
entry  from  Oldsmobile 
features  a  roomy 
interior,  V-6  engine, 
and  a  European  blend 
of  responsive  steering 
and  supple  ride. 
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Introducing  Visteon.  With  94  years 
of  automotive  experience  behind  us. 
And  a  whole  new  system  for  doing 
business  ahead  of  us. 

The  fact  is,  we  already  have  68 
manufacturing  facilities  on  five 
continents.  2,000  patents  issued 
and  pending  the  world  over  And 
78,000  entrepreneurs  on  board. 

And  starting  today,  we  have  a  bt3nd 
new  vision  of  how  to  put  it  all  to  work 
for  you.  Just  think  of  the  possibilities. 

We  already  have. 

To  find  out  more,  in  the  U.S.  and 
Canada  call  1-888-2VISTEON. 
Elsewhere,  dial  your  U.S.  international 
access  code  plus  313-396-5145. 
And  visit  our  new  web  site  at 
www.visteonetcom. 


5  to  the  next  wave  of 
the  automotive  world. 


^  .        Visteon       See  the  possibilities: 

^^^^  %  *  «  % 
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M  A  L I B  U  LS 

The  1996  Motor  Trend 
Car  of  the  Year  adds 
optional  leather  seats. 

CAMARO  Z28 
The  top  Camaro  offers 
a  new,  305-hp.  version 

of  the  Corvette  V-8. 

CORVETTE 
CONVERTIBLE 

America's  sports  car, 
which  got  a  fifth- 
generation  body  last 
year,  goes  topless. 


Foreign  auto  makers,  meanwhile,  have  a  long 
line  ol'  new  products  to  show  oi'W  Honda  leads 
the  parade  with  a  bigger  and  completely 
redesigned  Accord  sedan  and  coupe.  The  two 
Ohio-built  models  offer  a  siiper-clean-running 
V-6  engine  option,  revised  suspensions  and  inte- 
rior roominess  akin  to  the  Ford  Taurus.  Nissan 
has  responded  by  overhauling  its  similarly-sized 
Altima  tour-door.  The  new  model  is  bigger, 
sleeker  and  about  $  1 ,500  less  expensive. 

Other  new  or  significantly  redesigned  cars 
from  Europe  and  Japan  include  sedans  from 


Audi  (A6),  Kia  (Sephia).  Lexus  (GS400) 
Mazda  (626),  Subaru  (Forester),  and  Toyot 
(Corolla).  Volkswagen  revamps  most  of  its  c£ 
lineup  over  the  next  12  months,  including  intrc 
duction  of  the  New  Beetle  as  a  1998  model,  j 
redesigned  Mazda  Miata  sports  car  debuts  ne^ 
spring  as  BMW  introduces  a  more  muscuk 
version  of  its  Z3  roadster.  Saab  replaces  it 
9000  series  sedans  next  year  with  the  9-5.  An 
Volvo  begins  a  one-year  switch  to  new  nomer 
clature  and  dramatically  more  rounded  bod 
styles,  starting  with  the  swoopy  C70  coupe. 


CHEVROLET 
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ADAPTIVE 
RESTRAINT 
TECHNOLOGIES 

Delphi  Automotive 
Systems  and 
Deico  Electronics  are 
developing  a  suite  of 
safety  features  for 
tomorrov^'s  cars. 


DELPHI  AUTOMOTIVE 


SMARTER  SAFETY 
The  biggest  safety  news  for  cars  and  trucks  in 
1998  concerns  airbags.  This  year  the  National 
Highway  Traffic  Safety  Administration 
(NHTSA)  is  permitting  gentler  airbags  that 
inflate  with  less  force  at  lower  speeds.  Many 
auto  makers  are  installing  the  revised  airbag 
systems,  intended  to  improve  protection  for 
occupants  sitting  close  to  the  steering  wheel  or 
dashboard,  starting  with  the  1998  model  year. 

But  that's  only  the  beginning.  Much 
smarter  restraint  systems  are  under  develop- 
ment. They  will  know  when  and  how  strongly 
to  operate  depending  upon  the  nature  of  the 
crash  as  well  as  the  weight,  position  and  pos- 
ture of  the  person  they  are  protecting. 

Perhaps  the  most  sophisticated  i)f  these  next- 
generation  safety  initiatives,  dubbed  Adaptive 
Restraint  Technologies,  is  a  joint  effort  under 
way  by  Delphi  Automotive  Systems,  the 
world's  largest  automotive  supplier,  and  Delco 
Electronics,  a  world  leader  in  the  development 
and  production  of  vehicle  electronics. 


Delphi  describes  Adaptive  Restrai 
Technologies  as  a  family  of  products  th 
includes  sophisticated  occupant  sensors,  hi^ 
speed  computers  and  variable  output  airbags 

The  sensors  check  on  such  things 
severity  of  a  crash,  occupant  weight  a 
position,  seat  position,  seat  belt  usage  a 
presence  or  absence  of  a  rear  facing  infc 
seat.  Their  readings  feed  into  an  on-boa 
computer  that  assesses  the  crash  situati 
and  tells  the  restraint  system  how 
respond.  Next-generation  airbags  have 
multiple  output  inflator  so  inflation  level 
be  more  closely  matched  to  the  needs  of 
collision  forces  involved. 

"Each  of  these  technologies  can  imprc 
safety,  but  the  real  value  comes  from  integi 
ing  these  components  into  systems," 
Delphi's  George  Moore,  project  manager 
the  joint  Adaptive  Restraint  Technologies  p 
gram.  "Our  team  is  working  on  a  'plug-ai 
play"  capability  so  new  features  can  be  eas 
added  as  they  become  available." 


aving  the  latest  occupant  safety 
technologies  at  your  fingertips. 


If  you  think  this  is  a  hard 
act  to  follow,  you  can  only 
imagine  how  the  competi- 
tion feels. 

The  new  WideTrack™ 
Poiu  iac®  Grand  Prix' 
an<i  »he  legendary  GMC" 


Suburban®  demonstrate 
a  unique  understanding 
of  our  owners'  passion  for 
the  driving  experience. 

But,  no  matter  what  we 
have  to  say  about  it,  the 
bottom  line  is  how  our 


I 


Pontiac  Grand  Prix:  ''Most  Appealins  Premium  Midsize  Car''* 


products  perform  every  day 
in  front  of  the  toughest  critics 
in  the  world:  our  owners. 

In  a  recent  study  of  new 
vehicle  owners  byJ.D. 
Power  and  Associates, 
Grand  Prix  was  ranked 
"Most  Appealing  Premium 


Midsize  Car"  and  the  Suburban 
was  ranked  "Most  Appealing 
Full-Size  Sport  Utility." 

If  you're  one  of  our  enthu- 
siastic owners,  we  thank  you. 

If  you're  not,  visit  one  of 
our  dealers  and  see  how 
easily  you  could  be. 

PONTIAC  •  (3MCZ 


GMC  Suburban:  ''Most  Appealing  Full-Size  Sport  Utility'" 


Cruise:  www.pontiac  com  or  www  gmc  com    Call:  i  800-aPONTIAC  or  i-Soo-GMCTRUCK 

©1997  GM  Corp  All  rights  reserved  Always  wear  safety  belts^  even  with  air  bags  "J  D  Power  and  Associates  1997  Automotive  Perlormance  Execution  and  Layout  (APEAL)  Study "  Study  based  on  a  total  ot  29,187  consumer  responses 
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S  E  B  R  I  N  G 
CONVERTIBLE 
JXi 

America's  best-selling 
convertible  sports 
gold-tone  badges  and 
wheel  accents  in  1998. 

CONCORD  LXi 
A  new  body,  revised 
suspension,  improved 
lighting,  and  all- 
aluminum  220-hp. 
engine  debut  this  fall. 
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HELP  ON  ALL  SIDES 
Airhags  are  designed  to  work  in  frontal 
impacts  which  the  NHTSA  says  account  for 
62'/r  of  all  crashes.  But  about  one-third  of  fatal 
accidents  involve  side  impacts  that  conven- 
tional airbags  aren't  designed  to  help. 

That's  why  some  manufacturers  are  begin- 
ning to  build  side  airbags  into  the  front  passen- 
ger areas  of  their  cars.  Side  airbags  are  small 
cushions  that  inflate  between  you  and  the  door 
during  a  side  impact  to  help  protect  your  head 
and/or  torso.  They  generally  have  their  own 
sensors,  so  they  don't  necessarily  go  off  in  a 
frontal  crash.  Some  side  airbags  pop  out  of  the 
edge  of  your  seat,  others  are  mounted  in  the 
door,  and  a  lew  tuck  into  the  trim  just  above 
the  door  opening.  Brands  ottering  side  airbag 
systems  in  1998  include  BMW.  Cadillac. 
Lexus.  Mercedes-Benz,  and  Volvo. 

More  manufacturers,  meanwhile,  are 
beginning  to  install  automatic  seat  belt  ten- 
sioners  to  help  hold  you  in  your  seat  during  a 


crash.  Triggered  by  the  same  sensors  that  oper 
ate  the  airbags.  these  devices  can  automatical 
ly  reel,  in  the  slack  in  your  safety  belts  during ; 
crash.  One  of  the  newest  cars  to  feature  preten 
sioners  is  the  1998  Cadillac  Seville. 

Even  headrests  are  getting  smarter.  Tb 
new  Saab  9-5  features  headrests  that  automati 
cally  move  up  and  forward  during  a  rea 
collision  to  reduce  the  chances  of  whiplasl 
Developed  by  Delphi  Automotive  Systems,  th 
all-mechanical  system  is  expected  to  show  u 
in  several  makes  of  future  vehicles. 
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INTREPID  ES 

Dodges'  redesigned 
sports  sedan  comes 
with  a  new  lool<, 
more  power,  and 
better  fuel  economy. 


'LYMOUTH  /  DODGE 


iUCKS  KEEP  ROLLIN" 
rs  aren't  the  only  vehicles  making  news  in 
)8.  Auto  makers  are  also  debuting  a  bevy  of 
V  pickups,  vans,  and  SUVs  to  reflect  the 
t  that  almost  45%  of  all  new  vehicle  sales 
he  United  States  are  trucks. 
The  long-running  boom  in  trucks  continues 
fuel  a  profound  shift  in  production  capacity 
ong  U.S.  auto  makers.  Manufacturers  are 
5py  to  oblige  consumer  demand  for  trucks 
:e  well-appointed  models  can  run  to  $30,000 
I  up — and  deliver  profit  margins  of  $6,000  or 
re.  Still,  you  can  expect  rebates  and  other 
entives  to  continue  to  pop  up  on  selected 


truck  models  throughout  ihc  model  year 

This  year's  new  trucks  continue  to  adopt 
more  carlike  ride  and  handling  characteristics. 
That  means  tweaking  an  existing  truck  chassis, 
developing  a  new  chassis  and  suspension  or.  in 
the  case  of  sport  utility  vehicles,  perhaps  mod- 
ifying a  car  chassis  to  carry  an  SUV  body. 

SUVs  are  the  most  likely  segment  to  under- 
go ride-softening  suspension  surgery.  That's 
because  95%  of  sport  utility  vehicle  owners 
don't  drive  off-road.  Manufacturers  are  getting 
very  good  at  delivering  a  luxurious  highway 
ride  in  a  vehicle  that  can  still  hold  its  own 
climbing  up  hills  and  over  boulders. 


D  U  R  A  N  G  O 
Dodge's  all-new  mid- 
size SUV  promises  a 
"biggest-in-class" 
interior,  carlike  ride, 
and  up  to  250  hp. 

PROWLER 
Plymouth's  hot-rod  era 
purple  coupe  may  not 
be  practical,  but  it 
does  guarantee  plenty 
of  looks.  Need  even 
more  attention?  This 
year  canary  yellow 
paint  is  optional. 


The  New  Chrysler  Town  &  Country 

Its  not  your  typical 
luxury  vehicle. 

Then  again, 
that's  the  point. 


Perhaps  you  should  think  of  it  as  a  luxury  vehicle  with  power  front  seats  with  driver  s  memory  feature,  a 

room  for  a  lot  more  luxury.  Presenting  the  new  1998  Chrysler  heated  front  seats,  10-speaker  200-watt  concert 

Town  8i  Country  LXi.  Rich,  leather-trimmed  interior.  Dual  Zone  CD  sound  system  and,  of  course,  room  for  seven.  Tl " 

Temperature  Controls  for  personalized  comfort,  eight-way  ChryslerTown&CountryLXi.  Regrettably,  the  only  thintti 
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GMC  YUKON 
D  E  N  ALI 

CMC's  new  luxury  SUV 
includes  Bose  audio, 
Zebrano  wood  accents, 
and  heated  seats. 

GRAND  PRIX 
GTP 

Owners  ranked 
Grand  Prix  the  "IVIost 
Appealing  Premium 
Midsize  Car"  in  the 
1997  APE AL  Study 
conducted  by  J.  D. 
Power  and  Associates. 


NEW  TRUCK  LINEUP 

Several  other  manufacturers  have  new  trucks 

[o  show  off  this  year.  Among  the  highlights: 

•  Mercedes-Benz  unveils  the  Alabama-built 
ML32()  "All-Activity  Vehicle"  with  a  fully 
independent  rear  suspension  and  a  price  tag  of 
about  $35,000 

•  GMC  introduces  Denali,  an  upscale  ver- 
sion of  its  big  Yukon  SUV 

•  Dodge  debuts  Durango.  a  midsize  SUV 
with  V-S  power  and  seating  for  eight 

•  Ford  gives  its  Ranger  compact  pickup, 
also  marketed  by  Mazda  as  the  B-Series,  a 
major  update  that  includes  revised  suspension, 
rack-and-pinion  steering,  and  a  stronger  frame 

•  Isuzu  reworks  its  Rodeo  sport  utility 
vehicle,  also  sold  by  Honda  as  the  Passport, 
for  more  power  and  a  new  front-end  design 

•  Lincoln  rolls  out  Navigator,  a  full-size 
SUV  based  on  the  Ford  Expedition 

•  Nissan  revamps  its  pickup,  renamed 
Frontier,  and  prepares  an  SUV  for  1998 


•  Subaru  debuts  Forester,  the  company' 
latest  combination  SUV  and  station  wagon 

•  Toyota  replaces  its  mid-engine  Previa  mini; 

van  with  the  more  conventionally  styled  Sienna  \ 

i 

Other  truck  updates  for  1998:  Chevrole 
Blazer,  GMC  Jimmy,  and  Oldsmobile  Bravad 
get  new  grilles  and  instrument  panels.  Ford' 
Windstar  minivan  receives  a  larger  driver's  sici 
door  and  a  tlip-down  wide-angle  mirror  insid 
to  help  you  keep  an  eye  on  the  kids  in  the  bac 
seat.  Chrysler  offers  a  racy  Jeep  Gran 
Cherokee  Limited  with  245-horsepower  engiiu 


PONTI  AC  -GMC 
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VICTORIOUS. 


Remember  how  you  used  to  beam  when  they  cheered?  You  felt  like  you  were 
on  top  of  the. world.  So  it  makes  perfect  sense  that  you'd  step  up  to  the  GMC  Yukon. 
Its  exhilarating  255  hp  V8  delivers  more  power  than  any  other  sport,  utihty* 
And  theAutotrac™  system  on  Yukon**  is  so  advanced,  it  actually  senses  changing 
road  conditions  and  adjusts  automatically  from  2WD  to  4WD.  With  more  power 
and  advanced  technology  Yukon  not  only  challenges  the  road,  it  wins. 

For  the  higpicture,  visit  www.yukon.gmc.com  or  call  l-SSS-'iA-YUKON. 

Or  discover  Suburban  at  WWW.Suhurhan.gmc.com.  'Excludes  other  GM  vehicles. "Standard  on  4WD.  models. 


Yukon, 


COMFORTABLY^ 
IN  COMMAND*^ 


THE  YEAR 
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O  N  STA  R 

General  Motors 
OnStar  uses  a  special 
cellular  phone,  Global 
Positioning  Satellites, 
and  24-hour  service 
center  to  lielp  guide 
travelers,  diagnose  car 
problems,  and 
summon  emergency 
aid  when  needed. 


HELP! 

You  need  to  find  a  gas  station  soon,  but  you're 
not  exactly  sure  where  you  are.  What  to  do?  If 
your  car  has  an  OnStar  system,  it's  easy:  You 
push  a  button  and  talk  to  an  expert  who  deter- 
mines your  location,  looks  up  the  nearest  open 
facility  and  tells  you  how  to  get  there. 

OnStar  is  a  comprehensive  mobile  commu- 
nications system  that  goes  well  beyond  on- 
board navigational  aids.  It  combines  a  cellular 
phone  with  satellite  global  positioning  system 
(GPS)  technology  and  a  24-hour  service  center 
whose  specialists  can  summon  aid  and  even 
diagnose  your  car's  ills  from  afar. 

"OnStar  offers  more  than  a  feeling  of 
safety  and  security."  says  Chet  Huber,  man- 
aging director.  "We  provide  knowledgeable 
advisors  on  the  other  end  of  the  line  who 
give  our  subscribers  personalized  and  imme- 
diate attention." 

The  unique  General  Motors  system  debuted 
last  year  as  an  exclusive  Cadillac  option.  In 
1998,  OnStar  will  be  available  on  some  two 
million  GM  vehicles,  including  all  Buick  and 
Cadillac  models,  plus  selected  cars,  trucks, 
minivans  and  sport  utility  vehicles  from 
Chevrolet.  Oldsmobile.  and  Pontiac-GMC. 


The  system  features  a  hands-free  cellula 
phone  that  works  with  analog  and  digital  net 
works-.  It  has  a  built-in  modem,  can  recon 
messages  up  to  two  minutes  long,  and  stores  a 
many  as  100  phone  numbers — 20  you  can  dia 
just  by  speaking  the  name  you're  calling, 
"power-down"  mode  enables  OnStar  service 
to  be  available  even  when  the  car  is  not  in  use. 

Pushing  a  special  button  on  the  phon 
handset  connects  you  with  an  OnStar  adviso 
who  uses  GPS  to  determine  where  you  are  an( 
taps  into  a  database  with  3.2  million  listings  t( 
answer  your  travel  questions.  The  fully  inte 
grated  system  can  track  your  car  if  it's  stolen 
remotely  unlock  the  driver's  door,  and  dispatc 
emergency  help  if  your  airbags  deploy.  OnSta 
advisors  can  order  concert  tickets  and  evei 
send  flowers  on  your  behalf. 

The  OnStar  system  costs  $895  plus  deale 
installation.  Owners  pay  a  flat  monthly  sub 
scription  fee  of  $22.50  to  access  all  OnSta 
services.  Air  time  for  conventional  cellula 
calls  is  billed  separately. 

OnStar,  which  combines  technologies  fror 
GM's  Hughes  Electronics  and  Electronic  Dat 
Systems  units,  will  extend  its  service  int 
Canada  and  Europe  in  1998. 


NOTE  OF  C  A'U'TION 

IF  YOU'RE  CONSIDERING  A  NEW 

G7W  CAR  OR  TRUCK: 

'  THIS  BABY'S  GONNA  LAST. 


General  Mole 


atinum-tipped  spark  plugs. 

ie  hundred  thousand  mile  tune-up  intervals* 

/0-sided  galvanized  steel  body  panels. 

Jtter  make  sure  you  like  it.  We're  using  materials 

at  last.  Systems  that  don't  need  maintenance. 

irts  that  fit  together  precisely. 

>  make  sure  you  like  the  color. 

le  shape  of  the  fender.  The  feel  of  the  seat. 

link  long-term.  You  can  count  on  every  GM  car 

id  truck,  wherever  life  takes  you. 

lis  period  may  vary  with  use  and  driving  conditions. 


Over  93% 


of  the 
GM  veJiicles 
built  in  the 
last  ten  years 
are  on 
the  road 
today. 
-R.L.  Polk 

"Vehicles  in 
Operation  " 
study 

www.gm.coin 


General  Motors. 

CHEVROLET    PONTIAC  OLDSMOBILE 
BUICK    CADILLAC  CMC 


I  People 
L  liv  Motion  ^ 


J  hings  weve  noti 

There's  a  safe  wa 


I  IU(i()  41  years  os  a  Iniman 
c  ciiinonliall.  0  indjoi"  injuries. 


•Ne\l  ( rcMUMdl  ion  cl  river  ti  )ul  f  roil  t  p<isseni;er  dir  hii^^s.     -AiUi  loc  k  brakes.  •! 
•C  hiki  se(  uri(y  rear  door  k)t  ks.    •  f.xeeeds  l  eckM  al  standards  f  or  f  ront  harrier  and  side  in  < 

I 

Malibu.  The  Car  You  Knew  Ama 


'Always  wear  safety  belts,  even  with  air  bags  1 1998  N/ISRP  includes  dealer  prep  and  destination  charge.  Tax.  Iicens 


doing  everything. 


ifcty  cage.     -Side  gucird  door  bccims      -Crush  zones  front  and  rear. 

time  Running  Lamps.     •  1  800  950  2438     •www.chevrolet.com/maIiliu  -816,195)^ 


d  Build.         Genuine  Chevrolet 


iional,  Malibu  is  a  registered  trademark  and  Chevy  is  a  trademark  of  the  GM  Corp  ©1997  GM  Corp  Buckle  up.  America!  W 
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RANGER 
SPLASH 

America's  best-selling 
compact  pickups  get 
fresh  styling,  a  longer 
cab,  and  new  shift-on- 
the-fly  four-wheel 
drive  system  for  '98. 

ESCORT  ZX2 

Escort's  coupe  receives 
unique  bodywork,  a 
130-hp.  engine,  and 
sporty  suspension. 
Options  include  ABS 

and  80-watt  CD  player 


FORD 


MINIVAN  CHIC 
Chrysler  defined  the  modern  minivan  back  in 
1983,  and  other  manufacturers  have  been 
scramblinii  to  match  the  company's  successful 
formula  ever  since.  U.S.  consumers — most  of 
them  with  young  children  to  haul  around — buy 
well  over  a  million  minivans  a  year.  About  half 
of  them  are  made  by  Chrysler,  whose  upscale 
Town  &  Country  tops  the  company's  minivan 
lineup  in  1998  with  a  more  powerful  V-6 
engine  option  and  improved  quad  headlights. 
Chrysler's  innovation  was  to  build  its  peo- 


ple haulers  atop  the  underpinnings  of  a  con 
pact,  front-wheel-drive  car.  The  result  was  a 
practical,  space-efficient  van  with  a  smoothe 
quieter  ride.  The  latest  manufacturer  to  take  tl 
same  tack  is  Toyota  Notes  Dave  Illingwortl 
senior  vice  president  and  general  manager  of  tl 
Toyota  Division  of  Toyota  Motor  Sales.  U.S. A 
Inc.,  "Today's  minivan  buyer  has  a  clear  and  de 
inite  image  of  what  a  minivan  is  supposed  to  be 
Sienna.  Toyota's  latest  effort  to  match  th 
expectation,  sits  on  a  stretched  version  of  tl 
same  platform  used  by  the  company's  bes 
selling  Camry  sedan.  Toyota  builds  the  car  ar 
van  on  the  same  line  in  Georgetown.  Ky. 

PRICE  BREAK? 
Are  the  usual  annual  price  hikes  for  new  ca 
and  trucks  on  their  way  out It  could  be.  Tl 
average  new  vehicle  now  costs  roughly  $20,00 
But  adjusted  average  wages  are  lower  now  th; 
they  were  nearly  25  years  ago.  according  to  tl 
U.S.  Commerce  Dept.  The  result  is  that 
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.  I  N  C  O  L  N  -  M  E  R  C  U  R  Y 

inking  proportion  of  buyers  account  for  a 
■wing  percentage  of  all  new-car  sales. 
Today  the  most  affluent  20%  of  the  U.S. 
julation  accounts  for  about  half  of  all 
licle  spending,  according  to  Paul  Ballew, 
ef  economist  at  J.  D.  Power  &  Associates 
Troy,  Mich.  It's  not  that  this  group  buys  a 
ater  number  of  vehicles,  but  it  does  buy 
re  highly-equipped  models.  Auto  makers 
reasingly  target  such  buyers  because 
fit  margins  are  much  better  on  the  vehi- 
s  they  buy.  Are  prices  just  too  high? 
Auto  marketers  have  heard  this  refrain 
ore.  Consumer  reaction  to  a  quick  run-up 
)rices  15  years  ago  coined  the  term  "sticker 
ick."  In  those  days,  newly  mandated  safety 
lipment  was  largely  responsible.  This  time 
und,  consumers  are  driving  the  price  spiral 
mselves  by  expecting  vehicles  to  come 
h  features  such  as  air  conditioning  or 
ver  windows  that  were  considered  luxury 
ns  not  long  ago.  The  quandary  for  manu- 
turers  is  to  address  such  demands  without 
troying  their  profitability. 

■INESS  WEEK/ NOVEMBER  .1.  1997 


REBALANCING  CONTENT 
How  can  auto  makers  deliver  more  for  less? 
Streamlining  design  and  production  techniques 
is  one  way.  Manufacturers  also  are  "recontent- 
ing"  their  cars  by  dropping  features  of  ques-' 
tionable  value  while  packaging  together  others 
that  consumers  deem  more  important. 

They're  also  taking  a  harder  look  at  the  hid- 
den components  that  most  vehicle  owners  never 
see  or  don't  care  much  about.  Maybe  suspension 
parts  don't  need  to  be  painted.  Perhaps  a  highly 
adjustable  seat  can  be  replaced  with  a  simpler 
design  that  is  more  comfortable.  Certainly  rear- 
wheel  disc  brakes  aren't  necessaiy  in  a  car  that 


LINCOLN 
NAVIGATOR 

The  luxurious  Lincoln 
Navigator  pampers  its 
owners  with  a  huge 
list  of  features  and 
options  that  includes 
automatic  climate 
control,  burled  walnut 
accents,  center  row 
bucket  seats,  a  290- 
watt  sound  system, 
and  load-leveling  air 
suspension. 


THESE  APPOINTMENTS  CAN  G 


•  New  stanclaicl  Icall ler-wrappcd  stecnny  wheel  with  intej^rated  audio/climate  controls 

•  Heated  exterior  mirrors  with  new  integrated  puddle  lamps  •  MACH™AiVl/FM  CD/casset 
audio  system  •  Standard  SOHC  V-6  or  optional  V-8  •  Standard  Second  Generation  dual 
airbags**  New  easy-open  liftgate  •  Securi Lock™  anti -theft  system 

H  FORD  EXPLORER  LIMITED 


"Always  wear  your  safety  belt  and  secure  ehildren  in  rear  seat 


-lERE  THERE  ARE  NO  SCHEDULES. 
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SUBARU 
FORESTER 

Subaru's  latest  hybrid 
combines  carlike 
handling  with  the 
look  and  four-wheel 
drive  of  a  SUV. 

MERCEDES 
M  L320 
The  U.S.-built  ML320 
includes  full-time  four- 
wheel  drive,  traction 
control,  independent 
rear  suspension,  and 
215-hp.  V-6  engine. 


will  never  be  driven  hard.  The  trick  is  to  balance 
what  is  technically  possible  with  what  is  price- 
appropriate  for  the  type  of  vehicle. 

"The  issue  is  to  design  a  vehicle  that  has  the 
best  quality  and  the  lowest  cost  in  its  field."  says 
James  E.  Harbour,  a  Detroit  area  manufacturing 
expert  whose  company.  Harbour  &  Associates, 
Inc.,  conducts  annual  assessments  of  the  effi- 
ciency of  major  Noi1h  American  auto  assembly 
plants.  Harbour  says  the  key  to  maximizing  a 
vehicle's  value  is  to  design  it  to  deliver  just  what 
its  buyer  expects,  but  no  more.  Harbour  figures 
90'/f  of  the  eventual  cost  of  a  car  is  determined 
by  early  design  decisions.  If  those  choices  aren't 
made  wisely,  he  warns,  a  company  with  world- 
class  efficiencies  can  still  end  up  with  a  car  that 
costs  more  to  make  than  a  better-designed 
model  from  a  lesser  manufacturer. 

MANAGING  THE  BRAND 

A  bigger  question  for  auto  makers  is  whether 
some  of  their  vehicles  should  even  be  built  and 


sold  at  all.  Some  experts  think  U.S.  auto  mal 
ers  in  particular  would  be  wise  to  prune  the 
lineups  of  slow-selling  models  and  more  clea 
ly  delineate  the  differences  among  what's  left 
"Why  offer  a  product  that  isn't  sellab 
unless  you  put  a  big  rebate  on  it?"  asks  Maryai 
Keller,  an  award-winning  automotive  anal\ 
and  frequent  critic  of  the  U.S.  auto  industry.  Sh 
thinks  auto  makers  have  lured  themselves  onto] 
rebate  treadmill  to  sustain  market  share — ai 
ballooned  their  cost  of  doing  business  in  tl 
process.  A  better  approach,  suggests  Keller, 


MERCEDES/SUBARU 
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HONDA 

ACCORD  EX  V6 

The  all-new  Accord  is 
now  a  midsize  car. 
Built  in  Ohio,  it  has  a 
cleaner-running  and 
more  powerful 
engine,  improved  ride 
and  handling,  and 
extended  features  list. 


inaging  director  of  Furrnan  Selz  LLC  in  New 

vk  City,  would  be  to  drop  the  sales  clunkers 
their  product  lines,  cut  back  production 

pacity  accordingly,  and  focus  on  building  cars 

id  trucks  with  greater  inherent  value  to  buyers. 
U.S.  auto  makers  are  trying  to  do  some- 
ng  like  that  with  brand  management,  the 

■'ilosophy  of  maintaining  the  integrity  and 
iue  of  a  brand  by  staying  clearly  focused  on 
intended  image.  Brand  management  is  why 

-idillac  doesn't  offer  a  pickup  truck  and 

■rrari  doesn't  sell  station  wagons. 
Effective  brand  management  makes  it  easi- 

!  for  would-be  buyers  to  determine  which 


vehicles  best  fit  their  needs.  Eventually,  it 
should  also  result  in  lower  vehicle  costs  by 
helping  to  eliminate  unnecessary  overlaps  in 
products — and  the  duplicated  expenses  associ- 
ated with  developing  and  marketing  them. 

BOTTOM  LINE 

Auto  makers  would  rather  not  rely  on 
rebates  to  sell  cars  and  trucks,  a  practice 
that  costs  the  industry  billions  of  dollars  a 
year.  This  year's  attempt  to  hold  prices 
steady  is  a  step  in  that  direction. 

No  one  expects  discounting  to  disappear 
anytime  soon,  especially  as  long  as  demand 
for  new  cars  remains  only  lukewarm.  At  the 
same  time,  competitive  pressures  are  pushing 
vehicle  producers  to  improve  the  value  quo- 
tient of  every  car  and  truck  they  offer. 

That  combination  is  good  news  for  con- 
sumers in  1998.  They  can  expect  improved 
products,  and  perhaps  a  bargain  or  two  as  well. 

Bill  HuiJiploi}  has  covered  the  automobile 
industry  for  national  publications  since  1971 . 


NISSAN 
ALTIMA  SE 
Nissan's  most  popular 
U.S.  model  debuts  in 
1998  with  a  body  that 
is  wider,  longer  and 
more  sophisticated  in 
style.  The  1998  base 
price  drops  by  about 
$1,500. 
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112  BUSINESS  WEEK  /  NOVEMBER  3.  1997 


URAL    RECORD  AWARDS 


smess 


Recognizing  architec- 
ture's ability  to  solve 
corporate  problems, 
increase  the  productivity 
of  workers,  and  boost 
the  bottom  line 


Want  to  save  $250  million  over  10  years?  Boost 
employee  creativity?  Reinvent  an  old  compa- 
ny? Conceptualize  a  new  one?  Recycle  a  fac- 
toiy  into  offices?  Rework  how  you  work?  Dis- 
cover your  true  corporate  soul? 

Call  an  architect.  Smart  managers  already  have  their 
number.  The  folks  who  used  to  build  monuments  to  exec- 
utive egos  are  now  in  the  business  of  redesigning  busi- 
nesses. If  you  want  to  work  in  a  dynamic,  creative  company 
trying  to  embrace  out-of-the-box  thinking — and  who 
doesn't? — then  you  want  your  culture  to  be  embodied  in 
your  architecture.  Ai'chitecture  can  be  a  powerful  trans- 
formative agent  that  helps  solve  two  key  problems  facing- 
today's  businesses:  cutting  costs  and  boosting  productivity 
and  innovation. 

The  new  business  week/ Architectural  Record  Awards, 
sponsored  by  the  American  Institute  of  Architects  (aia), 
celebrate  those  who  do  it  right.  They  highlight  architec- 
ture's new  problem-solving  ability  and  bottom-Une  prowess. 
While  most  architectural  contests  tend  to  reward  pretty 
facades,  business  week  and  Architectural  Record,  both 
of  which  ai-e  published  by  The  McGraw-Hill  Companies,  fo- 
cus on  the  successful  translation  of  specific  business  goals 
into  architectural  solutions.  (The  October  issue  of  Archi- 
tectural Record  contains  its  own  write-up  of  the  awards.) 
Each  entiy  includes  business  plans,  photogi-aphs,  as  well  as 
architectural  renderings.  Nine  teams  of  clients  and  archi- 
tects won  this  inaugui-al  contest  on  the  basis  of  developing 
innovative  solutions  to  the  vital  issues  in  today's  global  in- 
fonnation  economy:  gi'owth,  restnictming,  and  new  ways  of 
woi'king.  "The  key  is  using  architecture  to  keep  businesses 
and  people  on  the  leading  edge,"  says  juror  Terrance  R. 

Flynn,  senior  adviser  to  the 

ONTARIO  OFFieiS 

Architect  HOK  turned  an 
old  factory  into  flexible, 
low-cost  space  for 
Northern  Telecom 


at  MBNA 


vice-chairman 
America  Bank. 

To  ensure  impartiality 
and  fairness,  the  contest 
was  run  by  the  aia  based 
on  criteria  chosen  by  busi- 
ness week  and  Architec- 
tural Record:  Did  architecture  play  an  integi-al  role  in 
achieving  the  cUent's  goals?  Was  the  quality  of  measurable 
results  attributed  to  the  architectural  design  solution? 
How  well  did  the  client  and  architect  work  together  to 
meet  goals? 

The  aia  chose  the  judges,  and  this  nine-pereon  panel  was 
perhaps  the  first  architectural  jury  to  contain  business- 
people,  including  a  chief  executive  officer,  as  well  as  a 
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BIKE  PATHS.  TOO 

MithuH  Partners 
created  a  theme 
store  for  RE  I  in 
Seattle  complete 
with  an  indoor 
climbing  rock 


number  of  the  most  renowned  archi- 
tects in  the  country  (page  116). 

In  all,  there  were  153  entries.  The 
largest  category  of  submissions,  66, 
was  for  office/corporate  facilities. 
There  were  81  renovation  projects  and 
63  new-constiuction  projects.  Nearly 
half  the  entiies  had  budgets  in  the  $5 
million  to  $25  million  range,  and  40 
pi'ojects  wer-e  budgeted  at  more  than 
$25  million. 

What  trends  did  the  contest  pick 
up  on?  Stall  with  corpoi'ate  reinven- 
tion through  arcliitectm-e.  Recreation- 
al Equipment  Inc.,  for  example,  was 
until  recently  a  rather  dowdy  con- 
sumer co-operative.  Knovra  to  its  foiu- 
million  members  for  its  high-quality 
mountain-climbing  equipment  and  oth- 
er outdoor  gear,  rei  wanted  to  trans- 
form itself  into  a  hipper  retailer  in 
the  face  of  gi'owing  competition  from 
catalogs  and  malls.  Mithun  Partners 
Inc.  replaced  rei's  Seattle  flagship 
store  with  a  wildly  e.xciting  shopping 
arena.  The  architects  designed  a  huge 
65-foot-high,  freestanding  climbing 
rock,  mountain-bike  trails,  and  "rain 
rooms"  so  customers  could  test  all 
their  equipment  before  buying  it.  By 
choosing  such  materials  as  raw  wood, 
unpainted  steel,  and  concrete,  they  at- 
tempted to  reflect  rei's  core  values 
of  honesty,  authenticity,  and  straightforwardness.  Within  a 
year,  this  retail  entertainment  architecture,  reminiscent  of 
the  NikeTown  and  Disney  stores,  had  boosted  rei's  sales 
signicantly. 

The  contest  also  unearthed  the  trend  of  recyling — not 
cans,  but  buildings.  The  savings  tum  out  to  be  enormous. 
Northern  Telecom  Ltd. 
chose  to  reclaim  an  old  dig- 
ital-switching factory  for  its 
global  headquarters  outside 
Toronto.  It  spent  $50  mil- 
lion remaking  it  into  a  hori- 
zontal office  building — a 
cityscape  complete  with 
neighborhoods  and  streets. 
A  new  building  would  have 
cost  up  to  $150  million. 
FLEXIBLE  SPACES.  Integrat- 
ing factory  and  front  office 
was  the  third  award-win- 
ning trend.  This  idea,  which 
began  with  such  Silicon  Val- 
ley companies  as  3Coiii  and 
Sun  Microsystems  Inc., 
blurs  the  physical  lines  be- 
tween production  and  de- 
sign, management,  and 
.lies.  The  goal?  To  orate 
■  i  ;ible  space  and  bring  to- 
'  er  engineers,  software 
"s,  factory  and  ware- 
lu  '  -  'mployees,  salespeo- 
ple,      'arch  and  develop- 


New  Lexicon  of  Architecture 


ENTITLEMENT  SEATING  Having 
your  own  office. 

NONTERRITORIALITY  Not  having 
your  own  office.  Open  floor 
plans. 

NEW  WAVE  OFFICING  New  work 
spaces  for  new  kinds  of 
work  ("hoteling"). 

AGILITY  LEVEL  Measures  types 
of  work  (shiaring,  moveability, 
space)  for  furniture. 

FORTUITOUS  ENCOUNTERS  The 

Holy  Grail.  Creativity  is 
sparked  by  chance  meetings 
on  escalators,  interior  streets, 
or  piazzas. 

PROGRAMMING  Not  software, 
but  the  collaboration  between 
client  and  architect  that 
uncovers  the  true  corporate 
organization  and  culture. 


nient  staff,  and  designers  to  cut  cycle  time  and  spark 
novation.  The  idea  is  to  bring  about  "fortuitous  encounti 
between  disparate  groups  that  lead  to  new  ideas 
products. 

The  winners  of  the  business  week/ Architecti 
Record  awards  are  chock  full  of  the  devices  used  to  b 
in  this  serendipity:  wide  interior  "streets,"  piazzas,  :j 
dens,  coffee  stands,  escalators,  gyms,  stairs,  and 
thing  else  that  might  bring  people  together  to  social 
The  award-winning  Herman  Miller  sqa  Inc.  buildir| 
SQA  stands  for  simple,  quick,  and  affordable — highlijj 
the  trend.  Designed  by  architect  William  McDono'f 
the  building  employs  a  long,  skylighted  corridor  "sti' 
to  bridge  production  and  office  areas  and  draw  blue- 1. 
white-collar  workers  together.  There  are  few  wall  (j 
doors  and  lots  of  amenities  to  promote  interaction  " 

nurtui'e  employees — a  i 
teria,  a  basketball  am 
ness  center,  and  "haiiu  . 
areas  for  informal  brtk 
Offices  have  windows  ai 
open,  sporting  great  v;vi 
and  lots  of  sunshine,  r 
duction  areas  have  li 
skyhghts.  The  new  duj 
reduced  turnaround  tin 
which  is  critical  to  Heia< 
Miller,  since  its  officeSu 
nishings  business  is  di? 
ed  at  companies  undcj. 
ing  restructuring 
change. 

All  the  winning  teais 
the  BUSINESS  WEEK/^Cyi 

tectural   Record  Awr( 
successfully  rethough  ti 
work  process.  The  ac 
tects  spent  long  mont !  | 
each  project  examinimnoj 


DILBERTVILLES  Office  Taylorism 
with  employees  working  in 
tiny,  identical  cubicles. 

PUSH-BACK  Employee  rebellion 
against  Dilbertvilles 
(knowledge  workers  walk). 

CONCIERGE  SERVICES  Take-out 
dinners,  dry  cleaning,  tax 
help,  and  other  amenities 
that  nurture  employees. 

POLLUTION  The  visual  and 
noise  variety  that  infects 
open  floor  plans. 

COMPRESSION  Squeezing 
square  footage  of  space  per 
employee  (national  average 
is  100  square  feet  and 
shrinking). 

RECYCLING  Reclaiming  old 
factories,  warehouses,  or 
Kmarts  as  offices. 


people  do  their  jobs, 
in  the  Information  Ae 
complex  and  often  invb 
speaking  with  team  * 
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riffs' 


When  packages  don't  arrive  on  time 
things  can't  get  done, 
people  wait, 
clients  leave, 
customers  get  angry, 
reputations  get  ruined, 
credihility  goes  out  the  window, 
orders  get  backed  up. 

jobs  get  lost, 
people  get  demoted, 
bosses  get  angry, 
people  are  disappointed. 

stores  can't  open, 
assembly  lines  shut  down, 
tactories  shut  down, 
accounts  go  to  the  competition, 
money  gets  lost, 
meetings  are  missed, 
conlerences  are  cancelled, 
blood  pressure  goes  up. 
businesses  can't  open, 
people  can't  work, 
promises  are  broken, 
trust  is  lost, 
opportunities  are  missed. 

deals  aren't  made, 
transactions  never  happen. 

ideas  aren't  shared, 
products  don't  get  made, 
intormation  is  missed, 
and  the  person  who  used 
the  shipping  company 
that  messed  it  up 
looks  really,  really, 
really  bad. 


When  packages  do  arrive  on  time 
the  world  works  just  tine. 


The  Way  The  World  Works!" 


Federal  Express  Corporation.  For  sendee  commitments,  call  1-800-GO-FEDEX,  TDD:  1-800-238-4461  httpV/www.fedex  com 
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THE  JUDGE 

O'Neill  favors 
open  spaces  and 
is  presiding  over 
Alcoa's  redesign 


bers  inside  the  organization;  having  extensive  dialogues 
with  clients,  customers,  and  the  outside  world;  and  doing 
individual,  creative  work  in  private.  The  winning 
pi'ojects  contained  spaces  for  both  kinds  of  collaboration  as 
well  as  privacy. 

As  in  all  real  estate  decisions,  the  tax  code  often  played 
a  role  in  the  decisions  of  the  contest  winners.  Thanks  to 
the  tax  law,  there  is  good  reason  to  tear  down  office 
walls  and  add  furni- 
ture. Fixed  assets 
(ti-anslation:  walls)  de- 
preciate over  about  30 
years  and  are  a  capi- 
tal expense.  Movable 
furniture,  however,  is 
depreciated  over 
about  five  years  and  is  not  a  capital  ex- 
pense. Indeed,  furniture  can  even  be 
leased.  Financially,  open  plans  with  few 
walls  allow  companies  to  reallocate  their 
capital  to  other  business  needs. 

The  BUSINESS  weekJ  Architectural 
Record  contest  shows  that  those  who  bal- 
ance cost  savings  with  boosting  productiv- 
ity and  innovation  get  the  best  results. 
Take  the  example  of  Gemini  Consulting 
Inc.,  which  won  an  awai'd  together  with  ai-- 
chitects  Thompson  and  Rose  Ai'chitects 
and  Reiter  &  Reiter.  Gemini  wanted  to 
consolidate  two  gToups  in  two  locations  to 
better  serve  its  clients.  But  it  wanted 
more — to  have  the  office  represent  how 
the  finn  works  and  what  it  stands  for  in 
relation  to  its  corjioi'ate  clients.  "They  had 
cultiu'al  ideas  we  tiied  to  captiu'e  in  arclii- 
tectui'e  and  reinforce,"  says  Charles  Rose, 
principal  of  Thompson  and  Rose.  "Freely 
exchanging  infoiination  was  one  of  them,  so 
we  broke  down  office  walls."  In  fact,  they 
actually  designed  and  manufactiu'ed  task- 
specific  ftmiitm'e  and  rooms.  Three  wei'e 
spaces  for  "hoteling" — j^oils  where  consul- 
tants could  come  in  fi-om  the  cold.  Rooms 
to  accommodate  clients.  Walls  to  handle 
huge  data  charts.  "They  wanted  the  office 
architecture  to  be  a  powerful  narrative 
that  explained  the  principles  of  then-  busi- 
ness," says  Rose  (page  120). 
DISCOVERY  PROCESS.  In  architecture- 
si)eak,  what  Ro.se  did  with  Gemini  is  "pro- 
gi'amming"  or  "writing  the  program."  It's  a  discovery 
process  in  which  the  architect  analyzes  the  business  orga- 
nization and  culture,  breaking  down  work  into  its  compo- 
nent parts,  where  the  relationships  really  are.  The  imme- 
diate goal  is  to  simply  woi-k  out  the  space  requii-ements. 
But  it  is  much  more  analogous  to  management  consulting 
than  constiiiction.  "Progi'amming  is  where  business  finds 
out  how  it  actually  does  its  work,"  says  Frances  Hals- 
band,  principal  at  Kliment  &  Halsband  in  New  York.  "This 
is  where  you  get  to  the  soul  of  a  company." 

Some  architecture  firms  even  have  their  own  propri- 
etary programming  methodologies.  In  Houston,  Hellmuth, 
Obata  &  Kassabaum  (hok),  which  designed  the  award- 


For  information  on  reprints  of  ttiis  Special  Report,  call  Business  Week  Reprints  at  609 
426-5494,  or  write  Business  Week  Reprints,  P.O.  Box  457,  Hightstov;n.  N.J.  08520. 


winning  Brampton  Center  for  Northern  Telecom  in  Toi 
to,  architects  use  "problem-seeking"  progi-amming  to  pr 
into  the  goals,  assumptions,  relationships,  and  overall 
ganization  of  their  business  cUents  (page  124).  Sound 
McKinsey  &  Co.?  You  bet.  With  all  of  the  busin 
week/ Architectural  Record  winners,  architects  and  elk 
spent  major  time  collaborating. 

Of  coiu'se,  not  aU  of  the  players  made  it  intu  the  winn 


The  1997  Awards  Jury 


Stanley  Boles 

Principal,  BOORA  Architects 
Portland,  Ore. 

Terrance  Flynn 

Senior  adviser  to  the  Vice-Chairman, 
MBNA  America  Bank 
Wilmington,  Dela. 

Robert  Frasca 

Principal,  Zimmer  Gunsul  Frasca 
Architects 
Portland,  Ore. 

Frances  Halsband 

Principal,  Kliment  &  Halsband 
New  York 


Robert  Hillier 

Pnncipal,  The  Hillier  Group 
Princeton,  N.J. 

Craig  Hodgetts 

Principal,  Hodgetts  &  Fung 
Santa  Monica,  Calif. 

Richard  Koshaiek 

Director,  Museum  of 
Contemporary  Art,  Los  Angeles 

Paul  O'Neill 

Chief  executive  officer,  Alcoa 
Pittsburgh 

Mack  Scogin 

Principal,  Scogin  Elam  &  Bray 
Architects,  Atlanta 


I 


circle.  "There  were  some  dreadful  entries  that  were  ) 
pletely  dehumanizing,"  says  jm'or  Paul  M.  O'Neill,  chiet 
ecutive  officer  of  Alcoa.  "Some  of  the  semi-open  floor  y 
looked  like  old  insiu'ance  offices  where  desks  were  ; 
up  in  militaiT  precision  or  old  factories  with  cords  hai  i 
dowi  from  the  ceilings,"  says  O'Neill,  who  works  in  a  i 
designed  open  office  wliile  presiding  over  Alcoa's  swit'i 
an  open  plan.  j 

What  kind  of  ai'chitectm-e  fuTns  tumed  up  winnerj 
number  of  them  were  small — husband-and-wdfe  shops,  "  ti 
really  listened,"  and  their  efibrts  were  "imiovative  arvi 
ferent,"  according  to  their  clients.  But  not  all  the  winnei-s  '« 
so  small.  HOK,  foi-  e.xample,  is  a  lai-ge  finn.  Tlie  key  to  wi  a 
was  cutting  costs  wliile  deliveiing  on  creative  envii'orar  it 

For  a  more  detailed  look  at  who  did  it  right,  read 

By  Bruce  Nussbaum  in  New^r 
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jr  IT  challenges  are  expanding  faster  than  your  staff,  you 
d  be  looking  at  Tivoli's  TM  E  10™  enterprise  management 
are.  It  controls  all  your  systems,  networks  and  applications 
the  data  center  to  the  desktop.  So  you  can  increase 
ictivity  by  automating  routine  tasks  and  giving  a  leaner  IT 
the  power  to  manage  anything,  anywhere.  You  can  enhance 
ability  by  proactively  managing  distributed  systems.  You 
epioy  software  like  SAP  R/3  or  Lotus  Notes  to  thousands  of 


users  from  a  single  console,  and  manage  applications  and 
events  on  an  enterprise  scale.  And  because  so  many  vendors  work 
with  our  uniquely  open,  scalable,  cross-platform  framework,  you 
can  count  on  choosing  best-in-class  products.  Something  else  to 
count  on:  As  an  IBM  company,  we  can  support  your  enterprise 
wherever  you  do  business -no  matter  which  vendors  you  choose. 
To  see  how  we  can  help  you  better  leverage  IT  assets,  visit 
Tivoli  Systems  Inc.  at  www.tivoli.coni  or  call  1  800  2TIV0LI. 


HEN  YOUR  "TO-DO"  LIST  GETS  BIGGER  THAN 
YOUR  IT  BUDGET,  IT'S  TIME  FOR  TIVOLI. 


i 


li  Systems  Inc.  www.tivoli.com 

fME  10  ait  Irademarks  ol  Iivoli  Syslems  Inc  in  llie  U  S  and/oi  oltei  counlnes  IBM  is  a  liademark  ol  Inlemalional  Business  Machines  Cocporalion 
art/or  oilier  counliies  Lolus  Notes  is  a  legisleied  liademark  ol  Lotus  Developmenl  Coipoialion  Oltiec  company,  pioducl  and  service  names  may  be 
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THE  POWER  TO  MANAGE  ANYTHING.  ANyWHERE 


Oh,  Go  r  i  inb  a  Rock 


BUSINESS    WEEK  /  ARC 


There  ar      '         ;iy  stores  with  moimtaineeiing  pick- 
axes the  fi'ont  doors.  Or  rock-strewn 
p?' .              ig  out  boots,  much  less  gigantic  indoor 
climbi-             ..ecreational  Equipment  Inc.'s 
(RE'             ship  stoi-e  in  Seattle  is  the  latest 
ir           A  towai'd  using  architectui'e  to  cre- 
exciting  thenied  retail  environment. 
vVith  amiual  sales  of  $500  million  from  46 
stores  and  a  strong  catalog  business,  rei 
turned  to  Mithun  Partners  Inc.  to  give  it 
more  pizzazz  against  the  discounters  and  I'etail  giants 
ci-owding  its  tuif.  Several  of  Mithun 's  arcliitects,  them- 
selves old  REi  members,  encoui'aged  the  co-op  to  build  on 


its  cultui'e  of  educating  customers  and  made  a  "tiy  as  yc 
buy"  philosophy  central  to  the  store's  design.  Hence,  a 
"rain  room"  to  try  on  wet-weather  gear.  People  love  to 
hang  out  in  the  cafe,  sit  by  the  huge  ftre- 
l)lace,  tiy  out  gear — and  buy  stuff. 

The  building  di'aws  people  off  the  freewa 
with  the  glass-enclosed  climbing  rock,  lit  up 
at  night,  acting  as  a  beacon  for  customere. 
Sales  and  profits  ai'e  up  strongly,  thanks  to 
the  new  flagship  store,  rei  is  applying  the  , 
concept  to  a  new  store  in  Bloomington,  Minn.,  where  it 
recychng  an  old  Kmart  building.  Since  it's  Minnesota, 
don't  be  surprised  to  find  a  cross-countiy  ski  course. 


Award  Category 

Private  sector,  over  $25  million 

The  big  rock  (right)  is 
KEi's  centerpiece — and 
a  bea  con  for  shoppers. 
Elsewhere  in  the  store, 
customers  can  test  outdoor 
gear  in  the  "rain  room. " 
(above)  or  hang  out  by  the 
massive  fireplace  ( right) 
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Breaking 
Down 
The  Walls 

Gemini  Consulting  Inc. 
wanted  to  be  what  it 
told  its  clients  to  be — 
open,  flexible,  mobile,  innova- 
tive. It  tmTied  to  two  fii-ms, 
Thompson  and  RoseArchitects 
and  Reiter  &  Reiter  to  re- 
design its  Cambridge  (Mass.) 
offices.  "They  wanted  the  office 
arcliitecture  to  be  a  poweifiil 
nairative  that  explained  the 
principles  of  theii-  business," 
says  Chai'les  Rose,  a  principal 
at  Thompson  and  Rose.  Gemini 
wanted  more  infomiation  to  be 
exchanged  freely,  so  the  office 
walls  were  broken  down.  The 
architects  also  designed  specific 
ftuTiitm'e  and  I'ooms  for  specific 
tasks.  Thei'e  were  spaces  for 
"hoteling"  and  there  were  con- 
ference rooms  to  accommodate 
clients.  There  were  even  spe- 
cial walls  put  up  to  handle 
huge  12-foot-by- 16-foot  charts 
that  showed  clients  how  their 
businesses  really  ran — oi- 
didn't. 

Before  the  architects 
showed  up,  Gemini's  employ- 
ees spent  a  lot  of  time  at  the 
nearby  Charles  Hotel.  They 
rented  rooms  to  talk  to 
chents,  recruit  mbas,  and  even 
have  staff  meetings. 

No  more.  Thompson  and 
Rose  also  saved  Gemini  money. 
Two  leases  were  consolidated 
intf)  one,  movable  furniture 
v\  as  used  to  take  advantage  of 
the  tax  code,  and  the  square 
i'l.i  '  a     per  person  came  down. 
No  natter.  The  Gemini  consul- 
tant.>  ii';-. '  their  new  space  so 
much  they  held  their  Christ- 
mas party  there  rather  than  at 
the  ritzy  Charles. 


Gemini  Consulting  Office 

Cambridge,  Mass. 

Client 

Gemini  Consulting 
Architect 

Thompson  and  Rose  Architects; 
Reiter  &  Reiter 

Building  Type 

Headquarters  Office 

Award  Category 

Private  sector,  under  $5  million 

Gemini  got  open  spaces 
that  promote  communica- 
tion, hoteling  stations,  and 
empio yee-friendly  areas 
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Sample  our 
assortment  of 
group  benefits. 


le  Principal®  and  Principal  Health  Care'"^  provide  an 
stible  variety  of  group  benefits,  including  traditional 
h,  life,  disability  and  dental  insurance.  Even  PPO 
orks  and  HMOs. 

ur  flexible  package  provides  employees  with  benefit 
:es.  Expect  excellent  reporting  capabihties,  timely 
is  examination  and  payment,  as  well 
cellent  customer  service.  Plus,  our 
p  products  leave  out  one  common 
;dient — administrative  headaches, 
ere's  something  more  to  savor — 


the; 


savings.  Through  superior  medical  claims  management, 
The  Principal  saved  employers  and  employees  $2.27 
billion  in  1996  alone.  That's  38.7%  of  the  $6  billion 
submitted  to  us.* 

Start  with  one  product  and,  before  you  know  it,  you  start  craving 
our  total  line  of  group  products  and  support  services,  backed 
by  over  a  century  of  financial  expertise. 

For  more  information,  visit 
The  Principal  Financial  Group®  on  the 
Internet  at  www.principal.com  or 
call  1-800-986-EDGE. 


Financial 
Group 


Life,  Health,  Dental  and  Disability  Insurance  •  Annuities  •  Mutual  Funds 
401(k)  and  Pension  •  Securities  •  HMO/PPO  •  Home  Mortgages 

©1997  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392.  *Figures  represent  all  1996  medical  claims  paid  by  Principal  Mutual  Life  Insurance  Company, 
els  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries'.  Mutual  funds  distributed  through  Pnncor  Financial  Services  Corporation 
(member  SIPC).  Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  stales. 
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Here's 

The 

Beef 


The  mission  given  to  ar- 
chitect Randy  Brown  by 
Henry  A.  Davis,  owner 
and  president  of  Greater 
Omaha  Packing  Co.,  was  to 
build  an  inviting,  clean  place 
for  customers  while  creating  a 
more  collaborative  environ- 
ment for  the  sales  staff. 
Stainless  steel,  ceramic  tile, 
and  glass  gave  the  office  a 
very  clean  look.  A  6-foot-by- 
50-foot  table  that  accommodat- 
ed computers  and  phones 
fulfilled  the  second  goal. 


Greater  Omaha 
Packing  Co.  Office 

Omaha 

Client 

Greater  Omaha 
Packing  Co. 

Architect 

Randy  Brown 
Architect 

Building  type 

Corporate  Office 

Award  Category 

Private  sector, 
under  $1  million 


Architect  Broun 
made  customen 
comfortable  wh 
feeding  the  staff 
need  to  collabot 


Joseph  J.  Bulmer 
Telecommunications 
&  Computations 
Center 

Troy,  N  Y 

Client 

Hudson  Valley 
Community  College 

Architect 

Einhorn  Yaffee 
Prescott,  Architecture 
&  Engineering 

Building  type 

Academic 

Award  Category 

Public  sector, 
under  $25  million 

The  old  '  (illege  try: 
Light-filled  lobby  at 
Hudson  Valley 
Community  College 


Class  Act 
For  the 
Info  Age 

Community  colleges  ar 
fast  becoming  the  tra 
ing  centers  of  the  Ne 
Economy.  Hudson  Valley  C 
munity  College  President 
Joseph  J.  Bulmer  wanted  a 
cility  that  would  offer  train 
and  production  in  electronic 
media.  He  brought  in  Einh^ 
Yaffee  Prescott,  Ai'cliitectu 
Engineenng,  and  worked  v, 
the  local  business  communi 
to  create  something  that  w 
train  students  for-  jobs  and 
vide  teleconferencing,  videc 
production,  broadcast  areas 
and  other  facilities  compan; 
could  use — providing  reverPI 
to  the  college.  Smart. 
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company.  One  contract.  Giving  you  complete  control  over  your  ; 
munication  expenses.  ;  Working  with  what  seems  like  hundreds  of 
ent  local  phone  companies  is  not  only  confusing,  it's  costly.  So  work  with  MCI. 
verything.  Including  Data,  Conferencing,  Internet  and  Local  service.  Giving 
omplete  control  over  what  you're  spending  and  what  you're  saving  (one 
act  means  volume  discounts).  So  you'll  always  know  just  where  you're  going. 

Jular  services  aie  only  dvailable  in  cerlain  areas  This  otier  is  only  available  for  medium-targe  businesses  wilh  local  service  over  MCI  lacililies  No!  available  in  all  areas.  Call  tor  availability 


Is  this  a  great  time,  or  what?  :-) 


MCI 
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Plaza  ivith  chess  sculpture 


Northern  Exposure 

It  would  have  been  so  easy  for  Nortliem  Telecom  Ltd. 
to  simply  stop  at  saving  money  by  moving  3,000 
workers  ft'om  offices  to  a  cavemous,  retrofitted  facto- 
ry. In  1993,  after  20  years  of  growth,  the  telecom  company 
had  to  write  off  $1  billion.  Tlii'ee  leases  in  downtown 
Toronto  towers  wei'e  up,  and  Nortel  asked  its  real  estate 
gi'oup  to  cut  costs.  "At  first,  it  was  only  a  financial  cjues- 
tion,"  says  David  Dunn,  Nortel  Real  Estate's  dii'ector  of 
global  pl:u   i'     ■  'id  design.  "But  then  we  went  further  to 

help  facihtate  the  re- 
invention of  Nortel." 

Fu-st  came  the  cost 
cutting.  By  opting  for 
a  1963  factory  in- 
stead of  a  new  build- 
ing (saving  $100  mil- 
lion in  capital  costs), 
switching  to  leased, 
movable  fimiiture, 
and  compressing  the 
amount  of  space  used 
by  employees,  Nortel 
squeezed  out  savings  of  $22.6  milHon  a  year.  The  new  fac- 
tory site  averages  about  $29  per  square  foot,  vs.  $30  to 
nearly  $50  per  square  foot  in  the  previous  leases. 

Then  came  the  creative  architecture.  Nortel  turned  to 
Houston's  Hellmuth,  Obata  &  Kassabaum  to  transform 
the  interior  of  the  1  million-square-foot  factory  into  what 
is,  in  effect,  a  horizontal  50-story  office  building.  HOK  an- 
alyzed Nortel's  oi-ganization  and  culture  and  probed  the 
relationships  of  its  85  discrete  units.  It  studied  how  work 
was  actually  done — the  levels  and  kinds  of  interaction, 
the  mobility  of  the  people,  the  time  spent  in  the  office 
and  traveling,  and  the  tools  employees  used. 

HOK  then  designed  the  gigantic  factoiy  space  using 
city  planning  concepts.  There  are  "neighborhoods"  for 
different  operations  connected  by  boulevards,  streets, 
and  alleys,  all  marked  by  color-coded  signs  and  banners. 
Skylights  were  punched  in  the  23-foot-high  ceilings.  Piaz- 
zas, coffee  sho))s,  gyms,  and  retail  stores  were  built  to 
encourage  "fortuitous  encounters." 

Most  important,  teams  were  allowed  to  choose  theii' 
own  way  of  woi-king.  They  could  model  their  spaces  on  a 
magnetized  game  board  and  reconfigure  them.  The  entire 
space  is  open,  but  thei-e  ar-e  zones  where  trellised  walls 
can  be  set  up.  hok  j)lanne<i  for  a  70  to  30  ratio  of  open  to 
closed  offices  but  Cjuickly  added  more  enclosed  spaces. 
Initially,  top  execs  wanted  l  o  move  into  open  spaces.  But 
HOK  studied  what  they  actual'y  did — selling  to  Japanese 
and  other  foreign  customers — -and  said  it  wouldn't  work. 
P'oreigners  are  put  off  seeing  chief  executives  without 
the  prestige  of  traditional  offices.  The  execs  got  them. 


Colonnade 
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Nortel  Brampton  Center 

Brampton,  Ont. 

Client 

Northern  Telecom  Ltd, 
Architect 

Hellmuth,  Obata  &  Kassabaum 
and  Bregman  &  Hamann 
Architects 

Building  Type 

Corporate  headquarters 

Award  Category 

Private  sector,  over  $25  million 


Nortel  saved  millions  by 
retrofitting  an  old  factory 
rather  than  putting  up  a 
new  building.  Inside, 
teams  configured  their 
work  spaces  (left) 
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Recipe 
For 

Success 

Elliot  Feiner,  one  of  the 
original  founders  of 
Boston  Chicken  Inc., 
wanted  to  take  the  tired 
microbrewery  concept  to  a 
higher  level.  He  put  together 
a  design  team,  including  Dar- 
low  Christ  Ai'chitects  Inc.,  to 
come  up  with  a  detailed  retail- 
ing concept  for  Brew  Moon 
Enterprises  Inc.,  right  down 
to  the  kind  of  beer  to  be 
served. 

Instead  of  focusing  on  the 
process  of  making  beer,  with 
all  the  tanks  and  pipes,  they 
decided  to  emphasize  the  high 
quality  of  the  beverage  itself. 
And  not  just  the  beer  but  the 
food  being  served,  the  sur- 
roundings, and  the  building. 
The  winning  design  transports 
the  microbreweiy  to  a  higher 
niche — a  restaurant  for  profes- 
sionals who  enjoy  good  food 
and  drink. 

All  team  members  took  10% 
of  their  fee  in  stock  options  in 
the  startup  company.  Good 
thing  for  them.  There  are  now 
four  Bi-ew  Moons  in  Massachu- 
setts, with  plans  to  roll  them 
out  across  the  country. 


Brew  Moon  Restaurant  am 
Microbrewery 

Boston 

Client 

Brew  Moon  Enterprises 
Architect 

Darlow  Christ  Architects 

Building  type 

Restaurant 

Award  Category 

Private  sector, 
under  $5  million 


Brew  Moons  in  Saugu 
Mass.  (left),  and  Bosto 
(below)  replace  beer-m 
ing  paraphernalia  wit) 
upscale  chic 


Hiyli-cuiicepl  (Ihii)i.g  Sjjacc 
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Miller  SQA  Building 

Holland,  Mich. 

Client 

Miller  SQA  (subsidiary  of 
Herman  Miller) 

Architect 

William  McDonough  & 
Partners  and  VerBurg  & 
Associates 

Building  type 

Office/Manufacturing 

Award  Category 

Private  sector, 
under  $25  million 

Miller  SQAs  building  is 
pa  rt  mamifactiiring, 
part  office  facility,  with 
a  wide,  stmny  ''street" 
(left)  bridging  the  two 


The  Speed  of  Natural  Light 


No  witmer  better  embodies  two  major  themes  of  the 
^.i■.^|N|■;ss  WKEK/ArchitectHml  Record  contest — the 
use  of  natural  light  and  creating  arenas  for  commu- 
nication—than the  Hei-man  Miller  SQA  Inc.  building.  The 
jui7  was  nnanirnr)us  in  agTeeing  that  William  McDonough 
&  Partners  dirl  a  superb  job  in  desig-ning  a  building  that 
was  part  ol'fice  and  part  manufacturing  facility,  especially 
in  light  of  an  K-^  month  start-to-completion  schedule. 

This  division  of  conti'act-funiiture  maker  Herman 
Miller  was  out      cut  its  order-to-shipping  time  fi-om 
several  months  i  .  iwo  weeks.  To  do  that,  there  had  to 
be  much  more  colLihoi-ation  among  the  (iOO  manufactur- 
ing workers  and  120  iVonl-oftice  staff.  Production,  sales, 


design,  and  management  had  to  be  in  close  proximity 
for  quick  thinking  and  decision-making. 

The  architects  designed  a  wide  "street"  to  bridge  of- 
fice and  manufacturing  operations.  Everyone  enters  the 
building  through  this  street,  and  the  entire  area  is  sky- 
lighted to  encourage  people  to  hang  out  there.  Indeed, 
natural  light  permeates  both  the  office  and  industrial 
area,  boosting  morale  and  saving  on  lighting  and  cooling 
costs.  "Peoj^le  look  for  shady  spots,"  says  architect  Mc- 
Donough. He  and  Herman  Miller  even  decided  to  pump 
up  the  fresh-air  volume  higher  than  code.  "There  is  a 
business  sense  to  this  rhetoric  of  gi-een  design,"  says 
McDonough.  This  winner  proves  him  right. 
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Leadership  is  more  than  numbers. 


With  $450  biilion  in  assets  under  management 
AXA  is  a  world  leader  in  insurance  and 
investment.  With  100,000  men  and  women 
sharing  the  same  vision  in  more  than  50 
countries,  we  strike  a  unique  balance  between 
global  experience  and  local  expertise  that  allows 
us  to  develop  solutions  tailored  to  your  goals. 
Here  in  the  US,  where  we  manage  $230  billion 
In  assets,  we've  been  serving  clients  for  over 
137  years.  You  know  us  as  Equitable,  Alliance 
Capital  and  Donaldson,  Luf kin  &  Jenrette, 
companies  whose  outstanding  track  record 
allows  us  to  say: 


Go  ahead 


I 


can  rely  on  us 


INSURANCE  &  INVESTMENT 


WITH  OUR  US  MEMBER, 

Please  visit  our  Web  site :  http://www.axa.com 


mm 
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Knowledge 
Is  Also 
Sweet 

Recycling  an  old  Tobler 
chocolate  factory  as  a 
librai-y  allowed  Bern, 
Switzerland,  to  keep  its  lai'ge 
city  university  an  urban  institu- 
tion rather  than  relocate  it  to 
the  subiu'bs. 

But  the  process  was  difficult. 
It  took  a  local  referendum  on 
the  pi-oject,  plus  many  months 
of  discussion  between  the  city, 
the  university,  and  the  tln-ee 
architects  hired  to  do  the  job. 
Alternative  plans  for  public 
housing  and  commercial  devel- 
opment were  competing  for  the 
choice  site. 

To  open  up  space  for  a  coiut- 
yard,  the  ai'chitects  removed 
most  of  the  20  stnictiu'es  on 
the  site.  They  retrofitted  the 
largest  factory  building,  taking 
advantage  of  the  best  light  and 
cool  breezes,  thus  avoiding  the 
need  for  ah-  conditioning. 

One  of  the  gi-eat  benefits  of 
I'ecycling  old  buildings  is  the 
availability  of  nooks  and  cran- 
nies. Then  there  ai"e  all  those 
old,  winding  staircases  that  can 
foster  casual  encounters. 


Unitobler 

Bern,  Switzerland 

Client 

Canton  of  Bern 

Architect 

Pierre  Clemengon, 

Daniel  Herren,  Andrea  Roost 

Building  type 

University 

Award  Category 

Public  sector,  over  $25  million 

The  winding  staircases  at 
Bern's  Unitobler  library, 
once  a  chocolate  factory, 
foster  casual  encounters 
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%u  wont  regret  a 
bad  window  decision  every  day. 
Only  when  its  raining,  snowing, 
freezing,  windy,  breezy  or  hot. 


In  lUhn  \\  oi\k  vou'll  ivf'irl  it  i-voiA'  ilu'.  \\  liic  ii.  is  w'^V  Voii  sht mk\ 'dtoofff  'Aiudersen"'' Windows^; 
,  \\  c  co.iuluci  nioic  1  lyonnis  wcaihcr  k'slinj-^  in  one  t'laS'  thail  most  companies  do  in  <i  vbnr.  I  Hal's  ■ 
wHat  makes  ns  the  best  all -around  vveatlKMH-esislanl  i:h()iee.  So.,  no  matter  what's  outsrde,- 
vou  ll  ai\\  a\  s  J>e  perlet  tl\  c  oniloriatile  insitle.  Wtirry proof.  Timt'prot)!:  Andersen  Windows. 


For  a  guide  to  building,  rmtodding,  and  our  20/ioymr  warranty,  call  1-800-426-4261,  Oii. 
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'A  Hotbed  for  Human  Connections' 


Phillips  Plastics  Corp.'s  new  building  in  Menomonie, 
Wis.,  has  a  sparse  elegance  that  befits  the  rural 
landscape  surrounding  it.  Thanks  to  its  architect, 
Julie  Snow,  the  company  was  able  to  build  a  facility  that 
incubates  new  i)roducts  and  manufacturing  processes 
and  spins  them  off  as  new  businesses.  It  combined  a 
prototype  manufacturing  plant,  new  product  develop- 
ment operations,  and  a  training  facility  under  one  roof, 
with  elegance  and  gi-ace.  The  business  goal  is  to  hasten 
innovation  and  product  development  by  bringing  all  the 
participants  into  close  j^roximity. 

Glass  walls  everywhere  encourage  curiosity  and  com- 
munication. One  35-foot-high  glass  wall,  between  the 


production  and  office  areas,  highlights  management's 
philosophy  of  breaking  down  barriers.  Eating  areas, 
"breakout"  spaces,  and  an  outdoor  terrace  were  inten- 
tionally designed  to  be  centrally  located  to  encourage 
casual  encounters. 

A  granite  base,  wood  cladding,  and  a  steel  ft-ame  sig- 
nify a  no-nonsense,  results  orientation.  Yet  there  are 
windows  everywhere,  bathing  Phillips'  employees  in  nat- 
ural light.  "There  is  a  new  understanding  that  people 
don't  just  work  for  money,"  says  Snow.  "The  workplace 
is  a  hotbed  for  human  connections,  and  making  that 
space  comfortable,  usable,  and  productive  is  what  archi- 
tecture is  challenged  to  do." 
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\^  DNSIDER  THIS  A  TRIPLE  SHOT  OF  IRON 
AND  ADRENALINE,  HEADED  RIGHT  FDR  THE 
HEART  OF  YOUR  COMPANY'S  INFORMATION 
SYSTEMS.    It's    CALLED    THE  ADAPTIVE 

Component  Architecture,"  from  Sybase? 
It's  a  complete,  integrated,  end-to-end 
architecture  for  handling  all  your 
information  needs,  from  high  perfor- 
mance database  servers  to  leading 

EDGE  middleware  AND  ENTERPRISE 
development  TOOLS. 

^this  architecture 
is  designed  to  work 
with  everything  in  your 

enterprise   no  matter   

what  platform  or  vendor  you  use. 
You'll  be  able  to  create  new  Customer- 
Centric  Computing  applications  that 
USE   standard  components  deployed 

THE  way  you  want  ON  ANY  TIER,  ACCESS- 
ING ANY  DATA.  AND  YOU'LL  BE  OPEN 
TO  THE  ADVANTAGES  OF  THE  INTERNET 
AND  FUTURE  TECHNOLOGY.  ►TO  LEARN 
MORE,  CALL  TODAY  FOR  OUR  WHITE  PAPER 
AT  1  -SOD-BSYBASE  (  R  E  F.  #  AC  B  U  ) .  AN  D  VISIT 
US    AT  WWW.SYBASE.CDM/SUCCESS. 


INTRODUCING 

ADAPTIVE 

COMPONENT 
ARCHITECTURE 


i  Sybase 


THE 


FUTURE      IS      WIDE  OPEN, 


Profiles  of  Leading  Architectural,  Engineering  and  Construction  Management  Firms 


•fof 


Stevens  &  Wilkinson 


Atlanta,  GA  (404)  522-8888  www.sw-ga.com 
Columbia,  SC  (803)  765-0320 

Since  1919,  Stevens  &  Wilkinson  has  been 
a  leading  designer  of  corporate,  high  tech 
industrial,  retail,  governmental,  education, 
aviation  and  healthcare  facilities.  Its  140+ 
staff  integrates  architectural  design,  struc- 
tural, civil,  and  m/e/p  engineenng,  interior 
design,  space  planning  and  historic  preser-      Georgia  Paciiic  -  Denver,  co 
vation.  Clients  include  Coca-Cola,  Georgia-Pacific,  Shimizu  America,  GSA, 
Federated  Stores,  Wachovia  and  First  Union.  In  1990,  the  firm  received 
AlA's  highest  recognition  for  its  "70-year  pursuit  of  distinction  in  design. " 


Daniel,  Mann,  Johnson,  &  Mendenhall 


Los  Angeles,  CA  (213)  381-3663 

As  development  in  the  Pacific  Rim  expands, 
DMJfVI  is  a  major  contributor  to  architecture  in 
Jakarta,  Sidney,  ivlanila  and  Seoul.  The  new 
headquarters  building  tor  the  Korea  Develop- 
ment Bank  on  Seoul's  Jeouido  Square  is  an 
example  of  DtVIJM's  design  talent.  The  site 
has  a  unique  civic  position  in  close  proximity  to  the  National  Assembly 
building  and  the  Han  River,  and  borders  an  open  space  reminiscent  of 
Central  Park  in  New  York,  The  design  expresses  a  sense  of  stability  and 
permanence  appropriate  for  the  bank,  as  well  as  a  progressive  spint 
representative  of  the  bank's  role  in  the  growth  of  the  Korean  economy. 


The  Hillier  Group 


(609)  452-8888  www.hillier.com 

Profiled  in  Arctiitectural  Record  as  one  of  the  industry's  best 
managed  firms.  The  Hillier  Group  has  earned  a  reputation  as  a 
premier  provider  of  architectural  sen/ices  to  leading  corporations 
and  institutions.  For  more  than  thirty  years,  it  has  honed  its  professional 
standards  in  response  to  increasingly  diverse  constituencies.  Clients  look 
to  Hillier  for  both  distinctive  architecture  and  creative  problem  solving. 

•  Offices  in  Phncton,  NJ;  New  York,  NY;  Philadelphia,  PA;  Washington,  DC; 
Dallas,  TX;  Kansas  City,  MO;  Clarks  Summit,  PA;  and  Sydney,  Australia 

•  fVlore  than  3,000  completed  projects  in  41  states  and  18  countries 

•  Pnmary  markets:  corporate,  education, 
healthcare,  research  and  development  - 
Emerging  markets;  healthcare,  hospi- 
tality, historic  preservation 

•  Pnmary  services;  architecture,  interior 
design  &  site  planning  ■  Related  services; 
strategic  facilities  planning,  program 
management,  urban  planning,  graphic 
design,  landscape  architecture 

•  Partial  clieni  list;  American  Home 
Products,  SmithKline  Beecham,  Bene- 
ficial Corporation,  Nynex,  Spnnt,  tVlerck, 
Cigna,  Hoechst  IVIarion  Rossel,  Hoff- 
mann LaRoche,  Okidata,  J&J,  Vanguard 

n.^  „  n„i„  ..„oT    u    n      n  w  i  American  Home  Products 

Group,  Deloitte  &  Touche,  Cornell,  Yale,        „       ,  , ,  ^ 
_  ,    , .  ,    ,,  .  Corporate  Headquarters 

Columbia,  and  Pnnceton  Universities  p  J„  Goidbe,g/ESTo 


3D/lnternational 


Houston,  TX  (713)  871-7100  www.3di.com 

3D/lnternational  is  a  growing  family  of  architects,  construction  managers, 
engineers  and  environmental  specialists  that  designs,  builds  and  managf  !^ 
projects  worldwide.  Dedicated  to  improving  the  built  and  natural  environ 
ments,  it  is  staffed  by  people  of  integnty  who 
are  determined  to  develop  new  and  better 
ways  to  serve  clients.  They  believe  that  good 
design,  engineenng  and  science  make  good 
business;  that  collaboration  between  experts 
produces  the  best  results;  that  advanced 

information  technology  improves  their  work;  ^^^^^^^^^^^HmkIjI 
and  that  effective  management  is  essential,  ^^^^^^^^^^^"p 

Cockrell  Butterfly  Cente 


Turner  Construction  Company 


New  York,  NY  (212)  229-6000  www.turnerconstruction.co 

"preservation 


In  1902,  Henry  Turner  established  his  company's  mandate 
of  our  reputation  demands  a  commitment  to  quality 
service,  and  operating  within  approved  budgets  and 
schedules.  This  commitment  is  the  foundation  of  our 
company,"  Projects  include  office  buildings,  housing, 
healthcare,  educational,  cultural,  hotel,  retail,  aviation, 
pharmaceutical,  manufacturing,  industnal,  sports,  cor- 
rectional, and  public  buildings.  Nearly  60%  of  contracts 
are  from  repeat  clients,  more  than  80%  are  awarded 
on  a  negotiated  basis.  Annual  volume  exceeds  $3.5 
billion  with  2,800+  employees  in  50  offices  worldwide.    Mutual  of  Americ, 


Shepley  Bulfinch  Richardspn  and  Abbott 


Boston,  MA  (617)  423-1700 


Architecture 
which  supports 
and  illuminates 
people's  lives. 


William  D.  Walsh  Family  Library 
Fordham  University 
New  York,  NY 


Dartmouth  Hitchcoct 
Medical  Cente 
Lebanon,  NF 


Shepley  Bulfinch  Richardson  and  Abbott 

Master  Planning  •  Architecture  •  Interior  Design 
Academic  •  Healthcare  •  Corporate  Structures 
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Hayes  Large  Architects 


'ittsburgh  -  Altoona  -  Harrisburg,  PA 
JOO)  732-3421  www.hayeslarge.com 

iading,  national,  educational,  health  care  and  cor- 
ate  architecture  firm,  Hayes  Large  Architects  has 
t/ed  the  northeastern  U.S.  for  more  than  75  years, 
'uli  spectrum  of  services  Includes  programming, 
hitecture,  interior  design,  landscape  architecture, 
ictural  engineenng  and  construction  administra- 
.  The  firm's  collaborative  approach  to  innovative, 
ally  responsible  solutions  has  earned  numerous 
ards  and  recognition,  but  above  all,  Hayes  Large 
jes  its  history  of  long-term  client  relationships. 


Altoona  Hospital 
National  Award  Winner 
Photo:  J,  Schafer 


Carlisle  Associates  Inc. 


Columbia,  SC  (803)  252-3232  carlisle@netside.com 

Carlisle  Associates  is  a 
general  practice  A/E  firm 
providing  a  broad  range 
of  personal,  integrated 
design  solutions.  Since 
1977,  core  markets  have 
included  bottling,  food  pro- 
cessing, machine/vehicle       Planning  •  Site  Selection  •  Architecture 
assembly,  metal  working,     Civil  Engineering  •  Structural  Engineering 
plastics  and  manufactur-  Mechanical  Engineenng  •  Electrical  Engineering 
ing/distnbution  facilities,  industrial  •  Corporate  •  Commercial  •  Government 


Albert  Kahn  Associates 


Detroit,  IVIl  (313)  871-8500  www.albertkahn.com 

From  planning  and  design 
through  construction  and 
beyond...  Strategic  Solutions 
for  the  Built  Environment 

00  years  of  experience,  combined  with 

1  worldwide  network  of  alliances 

'nparalleled  quality:  first  A/E  in  the  world 
0  receive  coveted  Ford  Q1  quality  award 

larkets:  automotive/industrial,  health  care, 
iducational,  r&d,  commercial 


Hammel  Green  and  Abrahamson,  Inc. 


BMW  manufacturing  facility 
Spartanburg,  SC 


IVIinneapolis,  IVIN  (612)  337-4100 

HGA  specializes  in  the  design  of  corporate, 
industhal,  high-tech,  medical,  educational  (K-12 
and  university),  cultural  (museums,  theaters  and 
churches)  and  retail  facilities.  A  national  leader 
in  innovative  design,  HGA  offers  architectural, 
engineenng,  intenor  design  and  landscape 
architectural  sen/ices  with  a  staff  of  more  than 
350.  HGA  has  additional  offices  in  Rochester, 
MN  and  Milwaukee  Wl.  Since  its  founding  in 
1953,  it  has  received  more  than  175  local  and 
national  awards  for  design  excellence. 


www.hga.com 


Minnesota  History  Center 


URS  Greiner 


;an  Francisco,  CA  (415)  774-2700  www.ursgreiner.com 

Uf^GfBinet  Architects  -  Engineers  -  Planners 

Putting  the  architects  and  engineers  right 
where  they  belong  ...  TOGETHER. 


Renovating  the  Pentagon  is  not  an  easy  assignment ...  it  is  a  mission 
to  salvage  one  of  the  engineenng  marvels  of  the  20th  century. 

URS  Greiner  combined  the  talents  of  its  in-house  architects  and 
engineers  to  provide  professional  planning,  architectural  design, 
engineering,  and  interior  design  services  for  the  renovation/addition 
of  the  Basement  and  Mezzanine.  Our  full-service  capabilities 
assure  the  highest  quality  for  a  wide  variety  of  new  and  rehabilitated 
facilities. 


Flad  &  Associates 


Madison,  Wl  (608)  238-2661  www.flad.com 

Flad  Works  With  Corporate  Leaders  to  Enhance  Competitive  Position 
Through  Strategic  Planning  And  Design 

Flad  &  Associates  offers  design 
and  planning  services  from  five 
offices  nationwide.  Clients  include 
Bayer  Corporation,  Genentech  Inc.; 
Chiron  Corporation;  Deere  & 
Company;  Monsanto;  SC  Johnson; 
Immunex  Corporation  and  other 
multinational  corporations. 


CUH2A,  Inc. 


Princeton,  N J  (609)452-1212  www.cuh2a.com 

CUH2A  has  established  a  reputation  for  excellence  in  the  planning  and 
design  of  diverse  building  types,  nationwide. 


Client  Base:  corporations,  educational  institutions, 
health  care  providers,  and  government  agencies; 
particularly  technologically-sophisticated  projects 

Sen/ices;  architecture;  HVAC,  electrical,  structural, 
plumbing/fire  protection,  and  civil  engineering; 
site  master  planning;  facility  planning;  lab  planning, 
space  planning,  intenor  and  graphic  design. 


Architecture 
Engineering 
Planning 
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DES  Architects  +  Engineers 


Redwood  City,  CA  (650)  364-6453  www.des-ae.com 


International  design  expertise 

•  Corporate  campus 

•  Commercial 

•  Healthcare 

•  Hospitality 

Visit  our  web  site 


Pnoio  Gregg  Vogt 


Rosser  International,  Inc. 


Atlanta,  GA  (404)  876-3800  www.rosser.com 

Rosser  International  is  a  35  year  old  architect- 
ural and  engineering  firm  providing  planning, 
programming,  architecture,  interior  design, 
program  management  and  engineenng  ser- 
vices for  the  built  environment.  Rosser  serves 
clients  throughout  the  world  in  criminal  justice, 
sports/exhibition,  aviation  and  military  markets. 
Award-winning  designs  include  Delta  Air  Lines'     Delata  Air  Lines  Hangar 
Strip  &  Paint  Hangar,  for  which  Rosser  provided  complete  architectural  and 
engineenng  services.  This  $68  million  project  was  mandated  by  new  envi- 
ronmental regulations,  a  concern  for  employee  health,  requirements  for  staff 
efficiency,  operational  economies,  and  a  desire  for  improved  quality  control. 


Callison  Architecture 


Seattle,  WA  (206)  623-4646  www.callison.com 
Hong  Kong  (852)  2530-8848 

Callison  develops  innovative  design  solutions  that  respond  to  its  clients' 
strategic,  operational  and  management  goals.  As  one  of  the  world's  larg- 
est architecture  firms,  Callison  is  consistently  recognized  for  providing  the 
most  effective  designs  for  international  leaders  in  the  retail,  corporate 
hotel,  residential  and  healthcare  industries. 


Services  include  architecture, 
interior  design,  master  planning, 
theming  and  graphic  design. 

Clients  include  Nordstrom,  Boeing 
Nike,  Microsoft,  Eddie  Bauer, 
Samsung,  and  Hewlett-Packard, 


(If 


r 


Payette  Associates  Inc. 


Boston,  MA  (617)  342-8200  marketing  @  payette.com 

Payette  Associates,  founded  in  1932,  specializes 
in  the  programming,  planning,  and  design  of  highly 
technical  buildings  for  universities,  hospitals  and 
corporations.  With  a  current  staff  of  130,  the  firm 
offers  significant  experience  in  a  variety  of  project 
types  including  hospital  and  medical  research 
facilities,  corporate  and  academic  research  build- 
ings, graduate  science  teaching  facilities,  libraries, 
dormitones  and  residences.  In-house  services 
include  lab  programming,  landscape  architecture, 
interior  and  graphic  design,  and  master  planning. 


Ewing  Cole  Cherry  Brott 


Philadelphia,  PA  (215)  923-2020 

The  integration  of  architeture  and  engineenng  within  Ewing  Cole  Cherry 
Brett's  staff  of  more  than  250  architects,  engineers,  interior  designers,  and 
planners,  results  in  a  union  of  technical  expertise  and  aesthetic  insights. 
Specializing  in  health  care,  research, 
sports  and  entertainment,  academic 
institutions,  and  senior  living,  the  firm 
balances  creativity  with  workable  solu- 
tions, expectations  with  deadlines,  and 
beauty  with  function.  CoreStates  Bank, 
a  275,000  sf  facility,  was  designed  and 
built  in  18  months  on  a  controlled  budget, 

CoreStates  Bank 


McClier  Corporation 


Chicago,  IL  (312)  836-770  www.mcclier.com 

McClier,  as  a  leader  in  Design/Build 
sen/ices,  provides  clients  an  integrat 
ed,  design,  engineenng  and  construe 
tion  process  on  a  one  stop  basis.  Its 
markets  include  Advanced  Manufac- 
tunng/Distribution,  Aviation/Aero- 
space, Information  Technology/Com- 
munications, Newspaper/Printing, 


Winston-Salem  Journal  Newspaper 


Food/Beverage,  Pharmaceutical/R&D,  and  Commercial/Institutional  projects|se!it 
As  an  AECOM  company  with  97  offices  in  24  countries,  McClier  offers  the 
best  combination  of  technical  niche  market  expertise  and  global  exposure. 


Fletcher  Thompson  Inc. 


Bridgeport,  CT  (203)  366-5441 

Founded  in  1910,  Fletcher  Thompson  is  a 
multi-disciplined  building  design  firm  offenng  a 
complete  array  of  architecture,  engineering  and 
intenor  design  services.  As  a  full-service  firm, 
Fletcher  Thompson  offers  single-source  design 
responsibility  providing  superior  design  and 
document  integration,  resulting  in  lower  bids  and  shorter  construction  cycles 
The  firm's  90+  staff  provides  a  unique  balance  of  experience  and  skills,  with 
specialized  expertise  in  the  educational,  corporate/industnal  and  federal/ 
public  sectors.  Clients  include  People's  Bank,  Clairol,  Inc.,  Chesebrough 
Ponds,  Timex  Corporation,  RFS  Cablewave  Systems,  and  Sikorsky  Aircraft. 
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Carter  and  Burgess,  Inc. 


Fort  Worth,  TX  (817)735-6000  www.c-b.com 

tier  and  Burgess,  Inc.  is  a  58-year-old 
:ional  design  and  construction  management 
1  serving  the  high-tech,  commercial,  retail, 
tifutional,  transportation,  public  works,  and 
d  development  industries.  With  1,200-f 
iployees  in  22  offices,  the  firm  is  ranked 
D  among  Engineering  News  Record's  top 
D  U.S.  firms.  Projects  include  Wal-Mart 
jtribution  Centers,  MCI  Telecom  Facilities, 
cus-Circus  Hotel  Addition,  and  numerous 
ihway,  airport,  transit  and  rail  projects. 


MEP  Restoration 
Texas  Capitol  Building 


DLR  Group 

Phoenix,  AZ  (602)381-8580  www.dlrgroup.com 

An  award-winning,  employee-owned  architectural, 
engineenng  and  planning  firm 

  Extraordinary  Design 

Effective  Problem-Solving 
Exceptional  Sen/ice 

Appleton  •  Colorado  Springs 
Denver  •  Des  Moines  •  Farmington 
Kansas  City  •  Minneapolis 
Omaha  •  Overland  Park 
Philadelphia  •  Phoenix  •  Pierre 
Portland  •  Seattle  •  Tampa 

Boeing  ///"  Olhce  Bide 

Burt  Hiil  Kosar  Rittelmann  Associates 


Butler,  PA  (412)285-4761  www.burthill.com 

rt  Hill  is  a  60  year  old  firm  employing 
re  than  300  employees  in  four  offices  in 
tier,  Pittsburgh  and  Philadelphia  PA;  and 
ishington,  D.C.  Markets  include  leading 
■porations,  institutions,  developers,  gov- 
iment  agencies  and  retailers.  Services 
lude  architecture,  engineering,  interior 
sign,  site  design,  sustainable  design,  energy  management  and 
iservation,  forensic  engineering,  telecommunications  system  design, 
nmissioning  and  construction  management.  The  firm  is  known  for 
iponsiveness,  thoroughness,  and  its  close-working  client  relationships. 


Elkus  /  Manfredi  Architects  Ltd 


Boston,  MA  (617)  426-1300  www.architectsonline.com 

Elkus  /  Manfredi  has  been  personally 
selected  by  CEOs  and  decision  makers 
nationwide  to  make  their  goals  physically 
tangible.  The  firm's  design  of  Andersen 
Consulting's  premier  "office  of  the  future 
is  the  alternative  workplace  in  every  re- 
gard. Operated  like  a  full-service  hotel, 
the  design  supports  a  specific  business 
function,  reflecting  the  creativity  and 

dynamics  of  this  international  consulting  Anciei  t.en  oui  ibuitmg 

firm  as  it  creates  strategies  outside  the  box.  Wellesley  MA 


Lockwood  Greene 


Spartanburg,  SO  (888)  LOCKWOOD  www.lg.com 

ckwood  Greene  is  a  global 
siness  partner  for  consulting, 
sign  and  construction.  With  2,800 
)fessionals  in  33  offices  through- 
t  the  Americas,  Europe  and  Asia, 
3y  serve  manufacturing,  process 
d  institutional  clients  worldwide, 
rough  their  trademarked  TOM- 
sed  business  process.  Outcomes 
Design  ®,  they  focus  core  com- 
'tencies  on  fulfilling  their  clients' 
oduct,  operations,  globalization, 
;hnology  and  regulatory  agenda. 
;lping  clients  solve  problems  and 
.hieve  competitive  advantage  is 
e  business  of  Lockwood  Greene. 


LiOCKWOOD  GREENE 

Consuii  Dign  •  Construction 


Elnhorn  Yaffee  Prescott 


Albany,  NY  (518)  431-3300 
National  Focus:  Distance  Learning,  Telecommunications,  and  Data 
Center  Design  for  corporate,  educational,  and  government  facilities. 

Elnhorn  Yaffee  Prescott  Architecture  &  Engineenng, 
PC.  is  a  400-person  architecture,  engineering,  and 
intenor  design  firm  with  offices  in  New  York,  White 
Plains,  and  Albany,  New  York;  Washington,  DC: 
Boston,  MA;  and  Los  Angeles,  CA.  The  24  year  old 
firm  IS  ranked  as  the  13th  largest  A/E  firm  in  the  U.S. 
Clients  include  AT&T  Smith  Barney,  Fidelity,  Bell 
Atlantic,  Bloomberg,  MIT  Princeton,  Yale  and  Col- 
umbia Universities,  and  U.S.  Embassies  worldwide. 


Dames  &  Moore  Group 


Los  Angeles,  OA  (213)  683-1560  exo@dames.com 

6 With  190-f  offices  in  28  countnes,  Dames  &  Moore  Group  provides 
-  integrated  design,  engineering,  project  management  and  con- 
struction-phase services.  The  firm's  global 
resources  can  be  optimized  for  both  small  and  large 
projects.  Typical  of  many  construction  management 
projects  is  the  U.S.  General  Sen/ices  Administration 
federal  building  in  Oakland,  California  (architect: 
Kaplan  McLaughlin  Diaz,  San  Francisco).  For  this 
$197  million  facility.  The  Dames  &  Moore  Group  com- 
pany O'Bnen  Kreitzberg  provided  a  range  of  sen/ices 
geared  toward  controlling  cost,  schedule  and  quality. 


Valuable  Information  on 
America's  Leading  Architectural,  Engineering 
AND  Construction  Management  Firms 
IS  Available  to  BusinessWeek  Readers 


Request  Additional  Information  by  Phone  or  Fax  ... 


Firm  Name  Request  No. 

3D/lnternational  1 

Albert  Kahn  Associates  2 

Burt  Hill  Kosar  Rittelmann  Assoc  3 

Callison  Architecture  4 

Carlisle  Associates  Inc  5 

Carter  and  Burgess  inc  6 

CUH2A,  Inc  7 

Dames  &  Moore  Group  8 

DES  Architects  +  Engineers  9 

DLR  Group  10 
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Einhorn  Yaffee  Prescott  12 

Elkus  /  Mantredi  Architects  Ltd  13 

Ewing  Cole  Cherry  Brott  14 

Flad&  Associates  15 

Fletcher  Thompson  Inc  16 

Hammel  Green  and 

Abrahamson,  Inc  17 

Hayes  Large  Architects  18 

Lockwood  Greene  1 9 

McClier  Corporation  20 

Payette  Associates  21 

Rosser  International,  Inc  22 

Shepley  Bulfinch  Richardson 

and  Abbott  23 

Stevens  &  Wilkinson  24 

The  Hillier  Group  25 

Turner  Construction  Company  26 

URS  Greiner  27 


BusinessWeek 


Beyond  news,  httelligence. 

Order  Code  #  971104 


PHONE 

1-800-345-4331 

Have  your  numbered 
selections  ready. 


FAX 


1-609-786-4415 

Circle  your  selections 
and  this  complete  form. 


Please  Complete  Reader  Information 


Requests  honored  through  1/5/98 


Name: 


Business: 


Address:     Business  Q  Home|  | 


City: 


State: 


Zip: 


Ptione: 


Business 


Home  1371 


Ext. 


Company  Type  (Circle  response)     Your  Title 


1.  Agnculture 

2.  Mining,  Construction 

3.  IVIanufactunng/Processing 

4.  Wholesale,  Retail 

5.  Finance/Insurance/Real  Estate 

6.  Government 

7.  Transportation/Public  Utilities 

8.  Service  Industnes 

9.  Other 


1.  Chairman  of  the  Board 

2.  President 

3.  Vice  President 

4.  Treasurer/Secretary 

5.  General  Manager 

6.  Division  Manager 

7.  Department  Manager 

8.  Other  Manager 

9.  Other 


Company  Employees  Worldwide 

1.  Under  100 

2.  100-999 

3.  1,000-2,499 
4.2,500-4,999 

5.  5,000-9,999 

6.  10,000  or  more 


Fhe  1998  Business  Week  Planner. 

[  It  does  everything  but  ask  for  a  raise.  ] 


There  is  nothing  more  valuable  to  the  business- 
•erson  than  a  dependable  personal  assistant.  The  1998 
business  Week  Planners  are  just  that.  In  addition  to 

spacious  13-month  calendar, 
iiese  elegant  desk  &  pocket 
'lanners  contain  vital  informa- 
lon  like  international  dialing 
odes,  time  conversion  charts, 
/orld  holidays,  important  toll 
"ee  numbers  and  more. 

The  desk  planner  even  comes 
nth  a  32-page,  four-color 
/orld  atlas,  detailed  informa- 


tion about  39  U.S.  and  foreign  cities,  a  wine  vintage 
guide,  plus  many  other  valuable  features. 
The  1998  Business  Week  Planners  are  excellent 
examples  of  fine  bookbinding 
craftmanship  and  are  available 
in  classic  black  or  deep,  rich 
burgundy,  separately  or  in 
matching  skived  leather  sets. 
Call  today  and  take  advantage 
of  this  special  rate:  25%  off  the 
regular  price.  Order  your  1998 
Business  Week  Planners  now. 


USA  Credit  card  holders  may  call 

TOLL-FREE  800-553-3575 

Ask  for  Dept  BC48 

We  honor  AmEx/DinersA'isa/MasterCard 


Materials  and  workmanship  fully 
guaranteed  or  your  money  baek. 


For  customization  options  and  special  discounts  on  larger  quantities  call  Amanda  Kane  at  201-461-0040,  or  fax  to  201-461-9808. 


Name  (Mr/Mrs/Ms) 

Item 

QDds 

Regular 

Your  Pnce 

Qjantity 

Total  US$ 

Company 

Black  Desk  &  Pocket  Planner  Set 

BW210 

UB$4a95 

l£$3675 

Black  Desk  Planner 

IE$3495  ^ 

~IS2625 

Address 

Black  Pocket  Planner 

mm 

lB$179  5  " 

LSI  350 

Burgundy  Desk  &  Pocket  Planner  Set 

9NZ2B 

LS$4a95 

LE$3675 

Burgundy  Desk  Planner 

BA/216 

LSJ3495 

LB$2625 

Citv  State/Countrv 

Burgundy  Pocket  Planner 

B/V218 

LE$1795 

US$1350 

Personalization  US$4.75  per  item 

Zip/Postcode  Tel 

Handing/Packmg  (USA)  US$2.50  per  item 

lob  Title 
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Crude-oil  prices 
have  been  ca- 
reening like  steel 
balls  in  a  pinball 
machine  this  autumn  in 
response  to  news  and 
rumors  from  the  Mid- 


With  technology  dragging  down 
the  cost  of  finding  and  producing 
the  precious  stuff,  prices  won't  rise- 
even  as  demand  soars 


die  East.  In  the  fii-st  few  days  of  October,  the 
thi'eat  of  armed  conflict  between  Iran  and  Iraq 
sent  crude  prices  soaring  from  $20  a  barrel  to  al- 
most $23,  before  sinking  back  down  again. 

Even  as  the  world  is  reminded  of  the  vulnera- 
bility of  its  oil  supply,  consumption  is  soaring.  Amei- 
icans  have  fallen  in  love  with  gas  guzzlers  such  as 
the  Ford  Expedition.  In  newly  prosperous  devel- 
oping countries,  ordinaiy  people  can  afford  cars  for 


the  first  time.  A  receni 
survey  in  the  Chino 
Youth  Daily  foimd  thai 
75%  of  Beijing  familie 
planned  to  buy  a  cai 
within  the  next  five 
years. 

Yikes.  Are  we  in  for  another  oil  crisis?  You 
might  think  so.  Fort  Worth  investor  Richard  E 
Rainwater  has  30%  of  his  $1.5  billion  net  worth 
sunk  in  oil  and  gas  investments  because  he  ex 
pects  prices  to  rise  50%  to  75%  in  the  next  5  to  IC 
yeai"s.  With  free  markets  fueling  economic  growth 
says  Rainwater,  "we  should  see  a  tremendous 
amount  of  pressure  on  prices." 

Perhaps.  But  there's  another,  quite  different 
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In  1980,  the  top  forecasters  were  predicting  $98-a-barrel  oil 
by  1997.  At  $21  a  barrel,  oil  is  cheaper  than  bottled  water 
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scenario — namely,  that  oil  prices,  adjusted  for  inflation,  won't 
rise  at  all  over  the  long  term.  They  may  even  fall.  Why? 
First,  because  producers  in  the  Mideast  and  elsewhere  need 
the  cash  from  oil  too  much  to  let  their  supply  be  interrupted 
for  long,  despite  political  and  militaiy  sldnnishing.  Second,  and 
more  important,  because  demand  growth  can't  push  prices  up- 
wai-d  as  long  as  it  is  balanced  by  supply  gi-owth.  And  the  sup- 
ply curve  for  oil — the  amount  offered  at  any  given  price — is 
being  pushed  steadily  outward,  thanks  to  technology. 
PETRO-TREASURE.  Technological  advances  are  slashing  the 
costs  of  finding,  jjroducing,  and  refining  oil,  creating  a  new 
economic  calculus  for  the  oil  industry.  The  new  alchemy 
runs  from  three-dimensional  seismology  to  exotic  wells  that 
sit  on  the  ocean  floor,  in  some  cases  eliminating  the  need  for 
billion-dollar  offshore  production  platforms.  Says  Shell  Oil 
Chief  Executive  Philip  J.  Carroll:  "Technology  always  drives 
down  cost.  I  don't  think  its  effect  in  this  industiy  vrill  be  any 
different." 

Never  mind  the  latest  discord  in  the  Middle  East.  Short 
of  destroying  another  country's  oil  wells,  as  Iraci  did  to 
Kuwait  in  1991,  no  nation  can  curtail  the  world  supply  of  oil 
and  force  up  its  price  for  very  long.  Members  of  the  Orga- 
nization of  Petroleum  Exporting  Countries  still  sit  on  the 
world's  biggest  and  best  oil  reservoirs.  But  they  can't  I'aise 
prices — because  if  they  do,  non-OPEC  sources  will  gi-ab  mar- 
ket share  by  developing  fields  where  technology  has  made 
production  affordable. 

Rainwater's  high-]irice  theory  notwithstanding,  the  end  of 

the  cold  war  and  the 
spread  of  global  capi- 
talism aren't  just 
adding  to  the  demand 
for  oil — they're  adding  to  its  supply  as  well.  That's  because 
more  and  more  countries,  from  Venezuela  to  Kazakhstan, 
are  welcoming  the  investment  that's  needed  to  exploit  their 
petro-treasui'es. 

The  progress  ah-eady  achieved  thi-ough  technology  is  mind- 
boggling.  The  average  cost  per  ban-el  of  finding  and  producing 
oil  has  dropped  about  60%  in  real  terms  over  the  past  10 
years,  while  proven  reserves  are  about  60%  higher  than  in 
1985  (charts,  page  140).  And  these  official  figwes  far  under- 
state the  amount  of  accessible  oil  in  the  ground.  Smith  Rea 
Energy  Associates  Ltd.,  a  London-based  researcher,  figiu'es 
that  the  world's  oil  producers  could  add  ;}50  billion  barrels  to 
then-  proven  i-eserves  if  they  counted  all  the  oil  that  has  be- 
come affordable  to  recover  because  of  the  latest  break- 
throughs. That  sum  is  equal  to 
neai-ly  14  years'  worth  of  world- 
wide consumption. 

Experts  have  been  underes- 
timating oil  resei-ves  since  1874, 
when  Pennsylvania's  state  ge- 
ologist direly  warned  that  "the 
U.S.  [has I  enough  peti-oleum  to 
keep  its  kerosene  lamps  burn- 
ing for  only  four  years."  Later 
experts  put  the  date  of  exhaus- 
tion in  the  1920s,  then  the 
1940s.  In  1972,  the  Club  of 
Rome  said  the  world  had  only 
20  to  ol  years  of  known  oil  re- 
scT-i-e^  Yet  today,  measured  re- 
serve? ar.'>  iMgher  than  ever. 


Indeed,  the  very  notion  of  what  oil  reserves  are  is  chanj 
ing.  Rather  than  being  a  fixed  number  of  bairels,  the  reser 
is  seen  as  something  that  grows  and  gi'ows  as  technolo^ 
finds  new  sources  of  oil  and  extracts  more  from  existiij 
fields.  Take  the  giant  Forties  field  in  the  British  sector  of  til 
North  Sea.  In  1970,  British  Petroleum  Co.  rated  it  at  1.8  bl 
lion  barrels  of  proven  I'eserves.  Yet  by  1995,  it  had  pr| 
duced  3.6  billion  baiTels,  and  bp  said  2.8  billion  baiTels 
proven  reserves  remained. 

The  impact  of  such  progi'ess  on  crude  oil  prices  has  be^ 
di'amatic.  In  1980,  Stanford  University  brought  together  10 
the  top  oil  forecasters  to  run  theu-  computer  models.  The  a| 
erage  forecast  for  this  year,  among  the  six  that  made  pr| 
dictions  for  1997,  was  .$98  a  bairel.  Even  as  recently  as  199 
experts  were  predicting  the  price  per  baiTel  in  1997  would 
about  $45. 

Instead,  the  inflation-adjusted  price  of  oil  has  fallen 
two-thirds  ft-om  its  1980-81  peak.  Oil  is  cheaper  than  bottld 
water.  "Oil-price  forecasters  make  sheep  seem  like  indepe| 
dent  thinkers,"  gibes  Massachusetts  Institute  of  Technolog 
energy  researcher  Michael  C.  Lynch.  "There's  no  evidend 
that  mineral  prices  rise  over  time.  Technology  always  ovej 
whelms  depletion." 

BARRELING  DOWN.  Opinion  is  slowly  shifting  away  from  tl, 
doomsayers.  Consider  the  new  outlook  of  the  Center  fJ 
Global  Energy  Studies  (('<5es)  in  London,  a  reseai'ch  gi-oup  sJ 
up  by  former  Saudi  Oil  Minister  Ahmed  Zaki  Yamani.  Sajf 
CGES  senior  economist  Julian  Lee:  "We  just  don't  see  any  liki 
lihood  for  oil  price  rises  for  other  than  political  reasonsj 
McKinsey  &  Co.  has  warned  oil  clients  that  "a  downsid 
price  scenario"  is  increasingly  likely. 

Cheap  oil  greases  the  gears  of  the  world  economy, 
the  U.S.,  it's  supporting  today's  fast  growth  and  low  inflisl. .N' 
tion.  If  crude  oil  fell  by  $5  a  barrel  and  stayed  there  for  tl  tats 
next  five  years,  the  annual  consumer  inflation  rate  would  ft  setha 
by  an  average  of  0.3  percentage  points  and  economic  outpi  !ii,aji 
would  rise  an  extra  0.2%  annually  on  average,  estimate  il 
Standard  &  Poor's  dri,  a  unit  of  The  McGraw-Hill  Comp:  aito 
nies.  After  a  decade,  the  cumulative  gain  in  gross  domest  Nmu 
product  from  the  price  drop  would  be  nearly  $400  billio  iice* 
(charts).  sap 

Oil  industry  profits  still  rise  and  fall  with  changes  in  th 
price  of  crude,  but  technology  lets  the  companies  maintai  eluiti 
healthy  earnings  at  steadily  lower  oil  prices.  Today,  moi  sin  e 
majors  have  cut  their  costs  so  much  that  their  newes  kii) 
projects  can  make  money  even  with  oil  as  low  as  $15  festi; 
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GREEN  LINES 

represent  wells 
that  produce  oil. 
They  pierce 
through  natural 
gas  (red)  to  the 
oil  layer  (green) 
below. 


■v\.  Norway's  Norsk  Hydro  uses  $12  as  a  benchmark, 
hat's  not  to  say  all  companies  will  fare  equally  well. 
s(-  that  master  technology  and  efficiency,  such  as  Shell, 
(in,  and  British  Petroleum,  are  leaping  ahead  of  those  that 
t.  What's  more,  many  independent  oil  companies  have 
f(l  to  the  cutting  edge  (page  146). 

PWATER  DRILLING.  The  new  economics  of  oil  are  built  on 
ii;ces  in  every  corner  of  the  vast  oil  industry.  In  refining, 
xample,  more  gasoline  and  diesel  are  being  squeezed  out 
very  barrel  of  oil  because  of  more  efficient  catalysts  and 
elimination  of  processing  bottlenecks.  In  the  U.  S.,  the  oil 
istiy  closed  29  refineries  since  1990  and  still  increased  out- 
by  105,000  ban-els  a  day. 

Wen  bigger  strides  have  come  in  finding  and  producing  oil. 
exploration,  there  are  now  "geosteering"  drill  bits  that 
•;e  down,  across,  even  up  again  to  follow  the  trail  of  oil 
's  undergroimd.  Sensors  that  do  magnetic  resonance  imag- 
— like  the  mri  machines  in  hospitals — peer  ahead  of  a 
1  bit  to  find  the  least  expensive  route  to  black  gold, 
con  Corp.  says  such  technologies  have  helped  it  cut  ex- 
■ation  costs  by  85%  in  10  years. 

»eep  waters  that  were  once  off  limits  to  oil  explorers  are 
lenly  accessible,  partly  because  of  advances  in  floating 
.  Computer-controlled  thi-usters  keep  drilling  ships  and 
ting  rigs  in  place  even  in  stormy  seas.  The  thrusters 
i)w"  which  way  to  nudge  the  floating  craft  because  of  co- 
inate  readings  ft'om  global-positioning  satellites. 
)ne  deepwater  newcomer,  British-Borneo  Petroleum  Syn- 
ite  PLC,  next  year  plans  to  launch  off  the  Louisiana  coast 
first  ultra-low-cost  production  platfonn  for  deep  watere.  A 
ed-down  version  of  a  tension-leg  platform — that  is,  a 


ED  SHADING 

natural  gas 


floating  platform  tethered  to  the  ocean  floor — it  will  cost 
just  $85  million  and  produce  35,000  ban-els  of  oil  a  day.  By 
contrast.  Shell's  first  deepwater  floating  platform  in  the  Gulf 
of  Mexico  cost  $1.2  billion  in  1994  yet  was  designed  to  pro- 
duce scarcely  more:  46,000  barrels  a  day.  "We've  wholly 
changed  the  cost  stnictiu'es  of  doing  business  in  deep  water," 
says  British-Borneo  Chief  Executive  Alan  J.  Gaynon 

The  lower  costs  open  the  door  to  tapping  smaller  fields,  too. 
To  be  worth  exploiting,  a  field  once  had  to  hold  80  million  bar- 
rels. The  British-Borneo  platform  can  profitably  drain  fields 
with  as  Little  as  30  million  ban-els,  "and  we'll  probably  push  it 
lower,"  says  Gaynor. 

Everywhere,  the  quest  is  for  speed  and  lightness.  The 
last  hun-ah  for  the  old  guard  may  be  the  $4.2  billion  Hibei-nia 
oil  project  on  Canada's  Grand  Banks,  which  will  begin  pro- 
ducing oil  in  November.  To  withstand  giant  icebergs,  the 
fixed  platform  was  constructed  with  550,000  tons  of  steel 
and  concrete.  It  took  seven  years  to  design  and  build.  Its  sis- 
ter, the  Terra  Nova,  will  float — and  be  pulled  away  from  ap- 
proaching icebergs  by  tugboats.  It  will  cost  $2.2  billion  and 
take  three  years  to  design  and  build. 

Meanwhile,  the  amount  of  oil  that  can  be  extracted  from 
a  given  field  is  on  the  rise.  The  average  field  gives  up  just 
35%  of  its  contents  as  the  pressure  naturally  lifting  the  oil 
dissipates.  Yet  Amoco  Corp.'s  test  wells  retrieve  70%  of  a 
reservoir  using  an  air-injection  technique  the  company  has 
been  evaluating  for  the  past  2/^  years.  Under  the  right  con- 
ditions, the  oxygen  in  the  air  ignites,  forcing  the  oil  out  of 
the  well. 

Actively  managing  a  reservoir  will  be  the  next  big  trick. 
Instead  of  producing  bhndly  until  the  wells  run  dry,  produc- 
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Average  production  taps  35%  of  a  field's  contents.  But  Amoco's 
test  wells  retrieve  twice  as  much  using  air  injection 


ers  take  periodic  seismic  snapshots  of  an  oil  field.  Then, 
arnied  with  better  infoiTnation,  they  can  use  "smart"  wells  to 
boost  production — possibly  using  high  pressure  from  one 
field  to  drive  out  oil  from  a  nearby  low-pressure  field. 
FOREIGN  CAPITAL.  Just  emerging  from  laboratories  at  Amoco, 
Exxon,  Syntroleum,  and  South  Afi-ica's  Sasol  are  ideas  for 
producing  synthetic  oil  from  its  undergi'ound  partner^ — natui-al 
gas.  The  concept  is  to  reassemble  plentiful  and  cheap  natur- 
al gas  into  petroleum  liquids  such  as  methanol  or  refined 
products  such  as  diesel  or  gasoline. 

Now,  oil-nch  countries  that  once  spui'ned  Western  oil  com- 
panies as  imperialists 
realize  that  they're 
missing  out  on  a  good 
thing.  So  they're  wel- 
coming the  companies  and  their  technology.  Venezuela  is 
working  with  Conoco,  Arco,  and  Texaco.  Algeria,  the  first 
Ai'ab  member  of  opec  to  invite  in  foreign  capital,  has  landed 
deals  with  companies  such  as  Louisiana  Land  &  Exploration 
Co.  Iran  is  working  with  France's  total  and  Elf  Aquitaine. 
Indonesia,  Malaysia,  and  Qatar  have  partnered  with  Exxon. 
Russia  is  ambivalent  toward  joint  ventiu'es.  But,  says  Richaixl 
A.  D.  Freeman,  head  of  Texaco  Inc.'s  Moscow  office:  "It's 
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Western  technology  that  has  allowed  us  to  be  considered 

Add  all  that  up  and  you  have  the  recipe  for  a  possible  e 
plosion  in  oil  production.  The  only  way  Saudi  Arabia  c 
discipline  OPEC  quota  violators  is  to  step  up  its  own  produ 
tion  dramatically,  which  would  cause  oil  prices  to  plumme 
That's  what  happened  in  the  mid-1980s,  when  the  wor' 
price  of  cmde  briefly  dipped  below  $10  a  baiTel.  Says  Yam 
the  former  Saudi  Oil  Minister:  "Wliat  happened  in  1985- 
might  be  repeated." 

Of  coiu'se,  it's  possible  that  prices  could  spike  up  for  awhil 
because  the  buffers  are  thinner  today.  Cost-conscious  oil  pr 
ducers  don't  build  rigs  imtO  they  need  them,  and  refiners  ha 
cut  crude  inventories  to  a  minimum.  Meanwhile,  Weste" 
governments,  feeling  safer,  have  shrank  their  strategic  r 
serves.  For  example,  on  Oct.  6,  the  U.  S.  Energy  Dept.  a 
nounced  it  was  selling  its  78%  interest  in  the  Elk  Hills  r 
serve  to  Occidental  Petroleum  Corp.  for  $3.65  biUion. 

But  war  and  pohtics  aside,  technology  is  the  driving  for 
in  the  oil  industiy  today.  And  although  natiu'e  gave  us  only 
much  oil,  technology  will  pull  more  from  the  ground  than  pe 
pie  ever  dreamed  possible. 

By  Peter  Coy  in  New  York  and  Gary  McWilliams  i 
Houston,  with  John  Rossant  in  Rome  and  bureau  reports 
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By  Peter  Coy 

CLEAN  AIR  IN  AN  ERA  OF  CHEAP  OIL 


The  expensive  oil  of  the 
1970s  and  early  1980s  had 
one  virtue:  By  discourag- 
ing consumption,  it  lessened 
the  pollution  caused  by  the 
burning  of  gasoline,  diesel, 
and  other  petroleum  products. 
Enxnronmentalists  hoped  ris- 
ing oil  prices  would  pr'omote  a 
switch  to  cleaner  energy 
sources,  such  as  solar  power. 

If  oil  instead  remains  cheap 
foj-  decades  to  come,  the  harm 
to  the  environment  from  sul- 
fur dioxide,  cai'bon  monoxide, 
particulates,  and  other  poisons 
could  be  enormous.  Combus- 
tion of  oil,  coal,  and  othei-  car- 
bon-based fuels  may  also  ovei-heat  the 
planet  by  ci-eating  an  insulating  layer 
of  carbon  dioxide.  Indeed,  cheap  oil  is 
bound  t(j  complicate  efforts  to  achieve 
a  treaty  on  glcjbal  war-ming  in  Kyoto, 
Japan,  this  Decembe)-  (page  158). 
PRICE  TAGS.  Luckily,  there's  growing 
support  for  a  new  pollution-fighting 
approach  that  harnesses  market 
forces  instead  of  fighting  thein.  The 
concept — embraced  by  economists  and 
market-savvy  environmentalists — is  to 
chai'ge  polluters  for  each  unit  of  pollu- 


L.A.  HAZE:  Market  forces  may  keep  pollution  in  check 


tion  they  emit.  A  few  polluters  that 
can't  easily  cut  emissions  will  pay  a 
hefty  cost,  but  many  others  that  have 
the  technology  to  cheaply  cut  emis- 
sions wall  be  motivated  to  reduce 
them  far  more  than  they  would  have 
under  traditional  regulation.  The  re- 
sult: Profit-seeking  behavior  leads  to 
bigger  reductions  at  lower  costs  than 
might  have  seemed  possible. 

Putting  a  price  tag  on  pollution  can 
be  done  either  by  taxing  emissions  oi- 
by  issuing  (or  auctioning  off)  tradable 


emission  peiTnits.  Already,  the 
U.  S.  has  taxed  chlorofluoro- 
carbons  (CFCs)  to  protect  the 
ozone  layer  and  has  used  per- 
mits for  sulfur  dioxide  to  re- 
duce acid  rain. 

Heading  into  the  Kyoto 
summit,  the  Clinton  Adminis- 
tration is  advocating  a  world- 
wide system  of  tradable  per- 
mits for  cai'bon  dioxide  emis- 
sions. LInder  such  a  system,  a 
U.  S.  electric  utility  with  good 
environmental  technology 
could  earn  permits  by  cleaning 
up  inefficient  generating 
plants  in  developing  countries. 
The  world  may  not  be 
ready  for  strong  action  against  global 
wanning,  especially  since  people  are 
still  debating"  how  serious  a  problem  it 
is.  Meanwhile,  though,  taxes  or  per- 
mits could  ceitainly  be  effective 
against  other  pollutants  from  oil  com- 
bustion. Technologj^  creates  pollution 
by  making  oil  cheap.  In  turn,  market- 
based  envii'onmentalism  can  stimulate 
the  development  of  technology  that 
could  make  the  pollution  go  away. 

Coy  is  associate  economics  editor. 


14^  r.ir  iMESS  WEEK  /  NOVEMBER  3,  1997 


Cover  Story 


1' 


TECHNOLOGY  IS  WHAT'S 
DRIVING  THIS  BUSINESS' 


It's  allowing  independents  to  muscle  their  way  in-and  forcing  Big  Oil  to  change  tactics 


II 


Call  it  "drilling  by  the  data  bit."  Before 
Jack  L.  Messman  launched  a  hostile 
takeover  of  Pennzoil  Co.  on  June  23,  he 
compiled  every  piece  of  available  data  on 
Pennzoil's  fields  around  the  world.  Using  com- 
puter programs  that  help  pinpoint  hidden  oil 
and  natural  gas,  the  ceo  of  Union  Pacific  Re- 
sources Group  Inc.,  the  largest  independent  oil 
and  gas  company  in  the  U.  S.,  concluded  that 
Pennzoil  was  sitting  on  far  more  reserves  than 
even  it  realized.  The  result:  a  $6.4  billion  bid 
that  was  changed  to  an  all-cash  offer  on  Oct.  6. 
"Technology  is  what's  driving  this  business  to- 
day," says  Messman,  a  former  computer  compa- 
ny executive  turned  oilman. 

Indeed,  the  oil  industry  is  closer  to  a  high 
tech  industry  than  the  commodity  business  r 
once  was.  The  majors  no  longer  dominate  simply 
on  the  basis  of  their  extensive  reserves,  re- 
fineries, and  distribution  networks.  The  new 
winners  are  the  independents  and  oil-service 
companies  that  lead  in  the  key  technologies  dri- 
ving down  the  costs  of  exploration  and  produc- 
tion (table). 

To  compete,  the  big  oil  companies  are  being 
forced  to  change  the  way  they  do  business.  Some, 
such  as  British  Petroleum  Co.,  have  been  able  to 
make  the  jump  into  the  new  era  by  embracing 
advanced  technology.  Other  companies  are  shift- 
ing mure  of  their  resources  away  from  refining 
and  into  more  p)-ofitable  exploration  and  produc- 
tion. And  .struggling  oil  giants  are  attempting 
to  use  alliances  and  mergers  to  accjuire  the  skills 
and  technology  they  need  to  flourish. 
SPECIAL  SERVICES.  To  be  sure,  the  new  economics  of  oil  has 
brought  gi-eat  benefits  to  the  entire  industry  as  a  combina- 
tion of  new  technology,  cost  control,  and  a  spurt  in  oil 
prices  enables  many  companies  to  report  lush  profits.  Exxon 
Corp.,  for  example,  earned  an  astounding  .$6  billion  in  the 
first  nine  months  of  1!)!)7  alone,  up  IU%  from  the  comparable 
period  a  year  earlier.  M(jbil  Oil  C,orp.  reported  a  12%  gain, 
on  top  of  a  25%  profits  increase  for  1996. 

But  the  short-run  pn)fitability  of  the  big  companies  belies 
the  challengi--  thev-  t'uc.  Many  of  the  cnicial  technologies  for 


SHELL  CEO  CARROLL:  Forging  alliances  that  lead  to  better  technology 


finding  and  extracting  oil  now  come  from  service  companie 
or  boutique  suppliers.  The  two  largest  service  companies 
Halliburton  and  Schlumberger,  with  their  giip  on  deliverinj 
seismic,  sensing,  and  well-management  technologies,  an 
becoming  as  integi-al  to  oil  as  Intel  and  Microsoft  are  to  tb 
computer  industry.  Since  the  end  of  1991,  Halliburton  ha; 
delivered  a  total  return  twice  that  of  the  Standard  &  Poor'i 
500-stock  index.  Schlumberger,  while  not  doing  quite  si 
well,  beat  the  s&p  by  about  40%  over  that  stretch. 

Moreover,  the  service  companies  are  looking  to  extern 


Th^  viajors  are  starting  to  understand  that  the  big  profits  will 
corn  '  froin  exploration  and  production  rather  than  refining 
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rr  WASNT  JUST  SAVIN'S  TECHNOLOGY  THAT  WON  OVER 
THE  ASSOCIAnON  OF  INFORMAHON  TECHNOLOGY  PROFESSIONALS. 


When  the  Association  of  hiformation  Technolog)'  Professionals  informed  us  that  they  had  named 
Savin  the  Official  Copier  Company  of  the  AITP,  we  were  pretty  excited.  Because  when  it  comes  to 
managing  information  and  having  a  thorough  knowledge  of  technology,  these  folks  are  the  experts. 

So  to  hear  they  considered  us  "the  premiere  marketer  of  imaging  systems"  was  really  heart-warming. 
Especially  when  we  learned  that  the  AITP  admired  us  not  only  for  our  advanced  technology  but  for 
our  dedicated  people  as  well. 

For  information  about  smart  document  handling  solutions  that  will  win  you  over,  contact  Savin  at 
1-800-234-1900  or  www.savin.com.  Tell  them  the  experts  sent  you. 

sai/in. 

m'RE  GOING  TO  WIN  YOU  OVER 


SAVIN  CORPORATION,  333  LUDLOW  ST.. STAMFORD. CT  O6904 
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DRILLING  OFF  AZERBAIJAN:  Noiv,  lots  of  feisty  iieivconiers  compete  for  offshore  oil 

their  high-tech  lead.  In  just  the  past  year,  Halliburton  has 
spent  nearly  $1  billion  to  acquire  or  buy  stakes  in  the  lead- 
ing provider  of  seismic-interpretation  software;  a  sensor 
company  that  uses  nuclear  magnetic  resonance  to  sniff  for 

oil,  gas,  or  water;  and 
the  developer  of  re- 
mote-controlled valves 
allowing  multiple  fields 
to  produce  simultaneously  from  a  single  well. 

For  the  fu'st  time,  small  independents  and  state-owned  oil 
companies  have  access  to  much  of  the  same  technology  as 
the  majors.  "If  you  go  back  10  to  20  years  ago,  the  Seven 
Sisters  were  the  developers  and  controllers  of  all  technolo- 
gy. Improving  access  to  that  technology  has  changed  the 
playing  field,"  says  Robert  P.  Feebler,  chief  executive  of 
seismic  software  developer  Landmark  Graphics  Corp. 
INTO  THE  DEEP.  The  result  has  been  the  rise  of  feisty  new- 
comers such  as  Union  Pacific  Re-  — — — — — 
sources,  British-Borneo  Petroleum 
Syndicate,  and  Newfield  Explo- 
ration. Newfield,  for  example,  a 
1989  startup  that  specializes  in  us- 
ing 8-D  seismic  technology  to  ex- 
plore for  oil,  is  a  significant  pro- 
ducer in  the  Gulf  of  Mexico  and  is 
now  drilling  off  the  China  coast. 
Just  three  years  ago,  independents 
weren't  even  a  factor  in  the  indus- 
try's hottest  sector — deepwater  oil 
exploration.  Ihit  earlier  this  year, 
independent  oil  mniijanies  grabbed 
39%   of  the   available  offshore 
drilling  rights  in  the  Gulf  of  Mexico 
being  auctioned  off  hy  the  U.  S. 
government.  The  indepfiKients  also 
have  been  adept  at  exploiting  finds 
that  the  majors  overlooked  lii-  con- 
sidered depleted. 

The  more  nimble  of  the  hig  oil 
companies  are  shifting  to  take  ad- 
vantage of  the  new  technolegy,  con- 
cluding that  their  ful  -  lies  in  oil 
and  gas  production  ratii.  ;-  ijian  re- 
fining. Companies  such  i.'.jyal 


THE  SHAPE  OF 
THE  NEW  OIL  INDUSTRY 

►  BRITISH  PETROLEUM,  EXXON,  ROYAL  DUTCH/SHELL 
GROUP  Technologically  savvy  companies  that 
are  leaders  in  implementing  advanced 
technology  such  as  subsea  wells  and  catalysts 

►  APACHE.  BURLINGTON  RESOURCES.  NEWFIELD 
EXPLORATION.  UNION  PACIFIC  RESOURCES  Fast- 
expanding  independents  that  are  taking  a 
bigger  role  in  offshore  and  international 
exploration  and  drilling 

►  COASTAL.  MOBIL.  PENNZOIL  Middle-tier  majors 
and  integrated  domestics  that  need  to  add 


Dutch/Shell  Group  and  bp  are  redu 
ing  assets  in  low-profit  refining  wh 
pouring  billions  into  lucrative  exp] 
ration  and  production  projects.  Te 
aeo  Inc.  wants  to  raise  its  prodi 
tion  by  9%  a  year — to  1.7  millii 
barrels  a  day  by  2001.  And  Cono 
Inc.  now  plans  to  derive  75%  of  f 
ture  revenues  from  increased  pr 
duction  of  oil  and  gas,  up  from  63 
historically. 

"THIRD  WAVE."  Other  companies  a 
seeking  a  jump-start  by  making  a 
quisitions  and  alliances  designed 
give  them  access  to  new  resei-ves  ai 
technologies.  Consultants  McKins* 
&  Co.  says  the  industiy  is  now  stai 
ing  "a  third  wave  of  mergers,  acqi 
sitions,  and  alliances"  that  could  le; 
to  supermajors  with  revenues  in  tl 
$50  bilhon-and-up  i-ange.  Mobil,  whi( 
has  had  a  dismal  exploration  recor 
last  year  acquired  fields  and  expl 
ration  skills  by  buying  Australia 
Ampolex  Ltd.  Amoco  and  Texai 
have  tapped  low-cost  independents  for  joint  explorati( 
ventiu'es,  opening  access  to  fields  the  majors  couldn't  hope 
exploit  profitably,  while  Shell  is  setting  up  dozens  of  busine 
alliances  with  a  wide  range  of  partners.  "We  think  the  cc 
laboration  results  in  having  better  technology,"  says  Shell  C 
Co.  CEO  Philip  J.  Carroll. 

And  Big  Oil  companies  are  focusing  on  the  largest,  moi 
complex  projects — ones  that  are  out  of  reach  of  the  indi 
pendents.  Exxon,  for  instance,  has  pi'oposed  spending  $1 
billion  to  develop  Russian  offshore  fields.  Shell  and  Mobil  ai 
spending  $3  billion  in  Peru  alone.  "A  lot  of  what  the  smal 
er,  focused  companies  do  is  something  we've  chosen  not  t 
do,"  says  Amoco  ceo  H.  Laurance  Fuller. 

The  stock  market  is  starting  to  recognize  the  industry 
high-tech  transformation.  The  price-earnings  ratios  of  mar 
oil  companies,  while  still  lower  than  the  s&p's,  have  been  c 
the  rise.  Many  of  the  majors  are  putting  a  gi*eater  emphas 
—————————    on  boosting  retm-n  to  capital  rath( 

than  maximizing  cash  flow  as  the 
did  in  the  past.  Ti-aditional  mei 
sures  of  success,  such  as  the  size  i 
proven  resei'ves,  are  becoming  les 
meaningful  as  companies  move  t( 
ward  the  same  type  of  just-in-tira . 
strategies  that  other  Industrie  * 
have  adopted.  "People  would  crit ' 
cize  Ford  if  it  had  10  years'  wort 
of  inventory.  Our  inventory  is  r(  | 
serves.  The  new  way  is  not  t 
build  i-eserves  but  to  get  them  oijl 
right  away,"  says  Messman 

If  he's  right,  the  winners  in  oilH 
high-tech  era  won't  be  the  big,  vei 
tically  integi-ated  GoUaths  that  hav 
dominated  the  scene  for  the  pas 
four  decades.  Rather,  it  will  b 


the  expertise  or  scale  to  invigorate  their 

businesses  as  the  industry  consolidates  — "c....w,  " 
 1                                those  companies  best  able  to  us 

►  AMOCO.  CONOCO.  PHILLIPS  PETROLEUM.  UNION 

TEXAS  PETROLEUM.  UNOCAL  Companies  that  are 

exploiting  strong  niches  in  areas  such  as 

chemicals,  natural  gas,  exploration  and 

production,  and  refining 


DATA  BUSINESSWEEK 


new  technologies  to  stay  nimbi 
and  profitable  in  the  face  of  a  long^ 
term  trend  of  falling  real  pricey' 
And  that  seems  to  fit  oil's  ne\ 
breed  just  fine. 

By  Gary  McWilliam 
in  Houstov 
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Finance 


MARKETS 


TOUGH  LOVE 
AT  NASDAQ 

Frank  Zarb's  reforms  are  stirring  up  controversy 


Things  looked  pretty  bleak  for  the 
NASDAQ  stock  market  a  year  or  so 
ago.  A  price-fixing  investigation 
ended  in  a  humiliating  settlement 
with  the  Securities  &  Exchange  Com- 
mission that  in  effect  had  put  NASDAQ  on 
probation  for  three  years.  The  scandal 
made  it  possible  for  its  archrival,  the 
New  York  Stock  Exchange,  to  pick  off 
some  of  NASDAQ's  star  listings.  As 
morale  sank  among  the  570  employees 
at  NASDAQ's  parent,  the  National  Asso- 
ciation of  Securities  Dealers,  talented 
staff  began  jumping  ship.  A  slew  of  al- 
ternative trading  systems,  meanwhile, 
was  eating  into  market  share. 

Then  Frank  G.  Zarb  showed  up,  a 
veteran  Wall  Street  hand,  foiTner  Smith 
Bai-ney  Inc.  chairman,  Lazard  Freres 
&  Co.  partner,  and  Wliite  House  energy 
czar  during  the  turbulent  IDTOs  oil  em- 
bargo. Zarb  concluded  that  NASDAQ  was 
like  Icanis — a  high-flying  exchange  that 
flew  too  close  to  the  sun  and  got 
bui'ned.  His  solution:  rebuild  the  oi-ga- 
nization  with  stronger  wings  so  it  can 
soar  even  highei'. 

"CHANGE  AGENT."  After  just  eight 
months  as  NASD  chairman,  president, 
and  CEO,  Zarb  is  wasting  little  time  tiy- 
ing  to  fulfill  his  gi-and  vision.  He's  push- 
ing an  ambitious  plan  to  turn  nasdaq 
into  a  futuristic  trading  system  that 
would  collect  |)ricing  infoi-mation  now 
held  in  dozens  of  competing  dealers'  sys- 
tems, and  allow  traders  to  airange  deals 
at  the  push  of  a  button,  instead  of  by 
telephone.  He  hopes  to  have  the  new 
system,  called  Next  nasdacj  inter-nally, 
limning  by  mi(l-19!)8.  He's  aggi'essively 
comting  foreign  companies  to  list  on  the 
exchange.  He  has  conv  inced  SKC  Chair- 
man Arthur  Levitt  -Ir.  that  a  nysk  i-ule 
making  it  impossible  for  companies  to 
decamp  to  another  exchange  is  anti- 
competitive, meaning  he  may  soon  court 
Big  Board  companies.  And  he  struck  a 
deal  with  the  SEC  to  rcvanip  nasd's  cor- 
porate governance,  effect i\  e  Jan.  1. 

For  someone  who  wa.  n't  even  sure 
he  wanted  the  top  nasd  j.  b  when  fii-st 


approached  late  last  year,  Zarb,  62,  cer- 
tainly has  moved  with  lightning  speed. 
"Maybe  at  tliis  stage  I  have  a  better  op- 
portunity to  be  a  change  agent,"  he 
says.  At  the  same  time,  Zarb  seems  re- 
signed to  the  idea  that  this  will  be  his 
swan  song  in  private  and  public  life. 
"I'm  here  to  make  a  difference,  and  not 
to  feather  my  nest.  This  isn't  a  step- 
ping stone  to  higher  office." 

Zarb  certainly  gets  high  marks  for 
restoring  the  luster  to  a  tarnished  mar- 
ketplace. Yet  some  of  his  ideas  are  nm- 
ning  into  serious  flack,  especially  among 
NASDAQ's  market  makers,  the  500  or  so 
dealers  who  quote  firm  bid  and  ask 
prices  and  ai'e  on  at  least  one  end  of 
nearly  every  nasdaq  trade.  For  exam- 
ple, at  an  Oct.  15  meeting  in  his  Wash- 
ington office,  some  of  the  most  poweiful 
market  makers  strongly  objected  to  por- 
tions of  Zarb's  resti'ucturing  proposal. 
Their  main  criticism:  The  new  NASDAQ 
market  w^ould  compete  with  them. 

One  reason  Zarb  is  free  to  plan 
NASDAQ's  next-generation  trading  sys- 
tem is  that  the  i-egulatoiy  side  is  i"un- 
ning  smoothly  under  nasd  Regulation 
President  Mary  L.  Schapiro,  who  ar- 
rived in  Febiuary,  1996,  a  year  before 
Zarb.  nasd's  almost  complete  failure  to 
enforce  its  own  niles  and  police  the  nas- 
DA(.i  market  was  cited  by  the  sec  in  a 
scathing  August,  1996,  report.  Regiila- 
toiy  fioictions  now  ai'e  sepai-ately  housed 
at  nasd  Regulation  Inc.,  wliich  oversees 
500,000  individual  brokers,  5,400  fij-ms, 
and  the  nasdaq  market  itself. 


44  I'm  here  to  mak 
a  difference,  and  n 
to  feather  my  own 
nest.  This  isn't  a 
stepping  stone  to 
higher  office 

—  FRANK  G.  ZARB,  . 
CEO,  National  Associa,tion  of 
Securities  Dealers 


TALE  OF  THE  TAPE:  NASDAQ  VS.  NYSE 


Ifnd 


NASDAQ 


NYSE 


AVERAGE  DAILY  SHARE  VOLUME 
HIGHEST  DAILY  VOLUME 
MARKET  CAPITALIZATION 
NUMBER  OF  COMPANIES  LISTED 
NUMBER  OF  FOREIGN  LISTINGS 
NUMBER  OF  IPOs  (JAN.-SEPT.) 


596  million  513  million 

970  million  (10/1/97)  684  million  (1/23/97) 

$1.95  trillion  $8.7  trillion 

5^499 3,006 

479 329 

465 91 


DATA  NASD,  NYSE 
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iiik'i'  Schapiro,  a  former  sec  com- 
luiier  and  Commodity  Futures  Trad- 

'(immission  chairwoman,  the  regu- 
■y  budget  has  jumped  45%,  to  $222 
on,  while  disciplinaiy  actions  sui'ged 

in  1996,  to  1,200.  *And  as  part  of 
SEC  settlement,  nasd  is  spending 
milhon  to  develop  audit-trail  soft- 
?  that  will  track  buy  and  sell  or- 
.  The  new  Chinese  wall  separating 
^  ilation  from  the  nasdaq  market 
5  Schapiro  from  worrying  whether 
actions  will  affect  such  competitive 


issues  as  Nasdaq's  ability  to  attract  new 
listings.  "I  don't  think  nasd  will  ever 
again  let  regulation  take  a  backseat," 
Schapiro  says. 

TOO  LITTLE?  At  the  same  time,  new 
SEC  loiles  have  helped  make  trading  on 
NASDAQ  more  transparent,  or  under- 
standable to  investors,  and  lowered 
trading  costs.  In  January,  the  sec  began 
phasing  in  a  requu'ement  to  display  cus- 
tomer limit  orders — investors'  requests 
to  buy  or  sell  at  a  specified  price— on 
NASDAQ  screens. 

Since  January,  according  to  one  study, 
there  has  been  a  30%  decline  in  spreads, 
or  the  difference  between  buy  and  sell 
quotes.  That's  saved  investors  about 
$1.3  billion.  "There  is  far  more  competi- 
tion and  transparency  in  the  market  to- 
day than  a  year  ago,"  says  Richard  R. 
Lindsey,  director  of  the  SEC's  Division  of 
Market  Regulation. 

But  critics  say  nasd 
isn't  going  far  enough. 
Some  academicians  and 
NASDAQ  users  believe  the 
market  should  spin  off 
the  regulatory  body  al- 
together. Mai'ket  makers, 
on  the  other  hand,  hop« 
to  stop  portions  of  th^ 
new  NASDAQ  system  be- 
fore they  leave  the 
drawing  board.  And 
Zarb  is  in  the  middle. 

The  most  contentious 
part  of  Next  nasdaq 
would  have  the  exchange 
act  as  a  central  facility 
for  investors'  limit  or- 
ders. Currently,  each 
market  maker  has  its 
own  limit  order  book,  in 
which  customers  specify 
the  price  at  which  they 
would  buy  or  sell  stocks, 
but  those  prices  aren't 
always  posted.  "We  want 
to  force  all  this  valuable 
information  into  the  sys- 
tem before  the  fact  in- 
stead of  after  the  fact," 
says  NASDAQ  President 
Alfred  R.  Berkeley  III.  "We  want  to 
be  the  market  of  choice  for  investors." 

Another  featm-e  would  allow  institu- 
tional investors  to  trade  with  each  other, 
as  long  as  they  act  through  a  nasdaq 
dealer  account.  Unlike  now,  all  trading 
would  be  anonymous,  nasdaq  essentially 
would  become  a  hybrid  of  its  present 
quote-driven  system  and  the  NYSE's  or- 
der-driven exchange,  but  without  the  ex- 
pense of  a  trading  floor.  The  London 
Stock  Exchange  and  many  othere  around 
the  world  are  moving  to  this  hybrid. 


CRACKING  DOWN 


One  reason  behind  the  Next  nasdaq 
proposal  is  that  the  exchange  is  feeUng 
competitive  pressure.  "It's  the  market- 
place saying  nasdaq  hasn't  provided 
what  the  market  needs,"  says  Zarb.  "I 
don't  think  we  did  our  jobs  very  well  for 
the  past  five  years."  In  addition  to  In- 
stinet,  an  independent,  automated  trad- 
ing system,  and  a  limit-order  facility  de- 
veloped by  Bloomberg  Financial 
Mai'kets,  several  major  Wall  Street  firms 
have  decided  to  develop  then-  own  elec- 
tronic systems.  "We'i'e  operating  in  a 
world  where  if  you're  not  moving,  you're 
falling  behind,"  says  Lindsey,  whose  of- 
fice oversees  exchanges. 

To  investor's,  it  aU  sounds  good:  Tr-ad- 
ing  is  easier,  spr'eads  ar-e  narTower,  and 
transaction  costs  are  down.  But  Next 
NASDAQ  is  thr-eatening  if  you're  a  mar-ket 
maker,  which  includes  giant,  full-service 
brokerages  such  as  Mer- 
rill Lynch  &  Co.  "The 
concern,"  says  Bernard 
L.  Madoff,  whose 
Bernard  L.  Madoff  In- 
vestment Securities  is 
one  of  NASDAQ's  largest 
market  makers,  "is  that 
NASDAQ  would  be  com- 
peting with  us.  We  think 
it  makes  more  sense  to 
let  industry  build  these 
mousetraps." 

The  road  ahead  could 
be  rocky  for  Zar-b.  Not 
only  does  he  have  to  con- 
vince r-eluctant  mar*ket 
makers  that  Next 
NASDAQ  is  good  for  them 
in  the  long  run,  but  he 
also  has  to  convince  com- 
panies overseas,  where 
most  of  the  growth  in 
listings  is,  that  nasdaq 
has  corrected  its  pr*ob- 
lems.  At  the  same  time, 
he  is  about  to  go  head- 
to-head  with  the  NYSE  for 
company  listings.  In  the 
last  10  months,  NASDAQ 
has  lost  more  listings 
than  it  has  gained. 
Under  sec  pressui-e,  according  to  a 
commission  source,  the  nyse's  board 
soon  will  vote  on  whether  to  lift  Rule 
500,  which  pr-events  companies  fi'om  list- 
ing elsewher-e.  The  smart  bet  is  that 
dir'ector-s  will  scuttle  the  r'ule,  giving 
Zarb  a  gr-een  light  to  woo  Big  Board 
companies  for  the  fii'st  time.  But  even 
he  concedes  it  will  be  a  hard  slog  per- 
suading companies  to  defect  to  nasdaq 
unless  he  can  prove  that  Icar-us  has  an 
improved  set  of  wings. 

By  Paula  Dwyer  in  Washington 
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THE  WORLD'S  BUSIEST  LITTLE 
INVESTMENT  BANK 

With  M&A  booming,  privately  lielcl  Lazard  is  tliriving 


o; 


I nee  or  twice  a  month  for  the  past 
eight  years,  Nicholas  Jones,  a  part- 
ner at  Lazard  Brothers  &  Co.  in 
London,  has  sat  down  with  Martin 
Broiighton,  ceo  of  b.a.t  Industries  plc, 
to  review  and  critique  the  tobacco  and 
financial-services  giant's  strategy.  "It  is 
veiy  helpful  to  have  an  adviser  like 
Nicholas,"  says  Broughton.  "He  takes 
the  emotion  and  heat  out  of  the  chase." 

This  close  relationship  between 
Lazard  and  b.a.t  predates  Jones  by 
decades.  So  it  was  not  surprising  that 
when  Broughton  agreed  last  April  to 
merge  b.a.t's  $17  billion  financial-ser- 
vices arm  with  Zurich  Insurance  Co., 
lie  turned  to  Lazai'd,  along  with  Gold- 
man, Sachs  &  Co.,  for  help. 

The  European  takeover  business  is 
booming,  and  Lazard,  a  trio  of  private- 
ly held  firms  in  Paris,  London,  and 
New  York,  is  dealing  up  a  storm.  So 
far  this  year,  Europe  has  seen  $260 
billion  in  mergers  and  takeovers,  com- 
pared with  $258  billion  in  all  of  1996, 
according  to  Acquisitions  Monthly.  Of 
this  year's  total,  Lazard  ranks  second 
in  Europe,  behind  Morgan  Stanley, 
Dean  Witter,  Discover  &  Co.,  with 
$72.6  billion  in  announced  deals,  a 
19.5%  share  says  Securities  Data  Co. 
Woiidwide,  Lazard  is  No.  4,  with  $202 
billion.  It's  even  thriving  in  the  U.  S., 
ranking  fourth  with  $181  bil- 
lion in  announced  transactions. 
CONFIDANTE.  CUuTently,  Lazai-d 
is  involved  in  some  of  tlie  world's 
biggest  deals  (table).  While  its 
London  bankers  hammered  out 
the  H.A.T/Zurich  combination, 
Lazai'd  Freres  in  Paris  master- 
minded a  $9.4  billion  hostile  bid 
for  Assurances  (Jenerales  de 
France  (agf)  by  Italy's  Assicu- 
razioni  Generali.  Meanwhile  in 
New  York.  Lazard  Fivres  &  Co. 
is  heljiing  long-dist^inco  earlier 
MCI  Commiuiications  get  the  best 
deal  from  a  flock  of  suitors,  in- 
cluding CTE,  British  Telecommu- 
nications, and  WorldCom. 

How  does  Lazard  stay  com- 
petitive with  better-ca})italized 
American  rivals?  Certainly  not 


VEREY:  Building  "stable  relationships" 

by  flooding  the  work!  with  teams  of 
bankers  pushing  derivatives  and  other 
financial  instruments.  Nor  does  it  use 
its  capital  to  help  with  refinancings  and 
other  deals.  In  fact,  it  has  very  little 
capital  of  its  own — about  $160  million 
in  London,  the  only  branch  that  pub- 

One  Hot  Dealmaker 


LAZARD  CLIENT 


DEAL 


:  BILLIDNS 

GUINNESS 

Merger  with  Grand  Metropolitan 

:  $39 

B.A.T 

Merged  financial  services  arm  with 
Zurich  Insurance 

36 

MCI 

Helping  sort  through  takeover  bids 
from  British  Telecommunications, 
WorldCom,  and  GTE 

i  35 

MERITA 

Merger  of  Finland's  largest 
bank  with  Sweden's  Nordbanken 

;  10.5 

ASSICURAZfONI 
GENERALI 

Hostile  bid  for  Assurances 
Generales  de  France 

9.4 
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lishes  figures.  The  London  unit  tin 
$175  million  in  fees  last  year. 

Lazard  distinguishes  itself  by  pr^ 
ing  discreet,  unvarnished  advice.  I 
most  always  prevails  in  hostfle  t 
overs  such  as  Granada  Group  Pi,i  '-  : 
bilhon  conquest  of  Forte  hotels  iii 
"We  seek  to  have  stable  relation^ii 
with  powerful  people,"  says  Davi 
Verey,    London-based  chairman 
Lazai'd  Brothers.  "If  there  is  tiiist,  , 
v/ill  want  to  open  up  and  share  sec 
and  decisions  with  us." 

Verey  argues  that  Lazard's  per- 
approach  to  investment  banking  has 
vindicated  by  the  firm's  successes, 
deed,  one  of  the  finn's  strengths  is  it 
dependence.  Verey  explains  that  La 
isn't  interested  in  gi'easing  deals  wit 
owTi  capital  because,  he  says,  it  couk 
suit  in  poor  advice.  He  believes  that 
quest  for  more  capital  will  either  le 
film  to  go  public  or  lose  its  independ 
in  some  other  way — actions  Lazard 
consistently  managed  to  avoid. 
HEADING  WEST.  Lazai'd  is  also  movin 
fix  long-standing  shortcomings.  A 
years  of  dominating  local  markets, 
London  and  Paiis  units  ai"e  now  jum 
into  merger  deals  in  Scandinavia 
the  Netherlands.  And  lately,  the  tl 
Lazard  houses  have  set  up  a  profit-s 
ing  arrangement  to  ease  internati 
jealousies  and  encourage  global  cod 
ation.  Steven  Rattner,  whom  Mi 
David-Weill,  the  shi-ewd  Frenchman 
controls  the  group,  recently  appon 
deputy  CEO  in  New  York,  is  trjing  ti 
tablish  a  stronger  U.  S.  presence.  L;i; 
recently  opened  an  office  in  San  F 
Cisco  to  chase  high-tech  deals. 

There  ai-e  some  clouds  hanging  i 
Lazard's  futiu-e.  First,  there  is  stilli 
clear  successor  to  the  65-yeai'-old  Da 
Wefll.  And  British  media  congiomei 
Pearson  plc  might  sell  its  1; 
minority  position  in  Lazard. 
the  firm's  partners,  who  li 
the  right  of  fii'st  refusal,  fii 
Pearson  is  unlikely  to  unlo;i 
stake  that  yielded  $65  milhoi 
profits  in  1996. 

As  he  curls  up  on  the  en 
in  his  London  office,  Vei 
who  made  $3.5  million  ft 
Lazard  Brothers  in  1996,  - 
the  money  is  insignificant  ( ' 
pared  to  the  tluill  of  counse 
corporate  chieftains.  Lazai 
London  bankers  may  earn  1 
than  some  Wall  Street  hea\ 
But  wiien  the  job  is  this  nn 
fun,  says  one  top  partner,  v 
really  cares? 

By  Stanley  Reed  in  Lontt 
with  Gail  Edmondson  in  P" 
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COMIVIENTARY 

By  Dean  Foust  and  Debra  Sparks 

BANKRUPTCY  REFORM:  EVERYBODY'S  MAD-AND  THAT'S  FINE 


After  two  years  of  research,  thou- 
sands of  interviews,  and  hun- 
dreds of  witnesses  testifying  at 
21  hearings,  the  National  Bankrupt- 
cy Review  Commission  on  Oct.  20 
unveiled  a  1,300-page  report  to  Con- 
gress on  how  to  fix  the  nation's 


LENDERS  ARE  LIVID... 

"  The  recommendations  would  lead  to 
an  increase  in  the  already  record-high 
number  of  bankruptcy  filings.  " 

PAUL  A.  SCHOSBERG 

Preddent,  America's  CommimUy  Bankers 


bankruptcy  laws.  And  its  172  pro- 
posals managed  to  please  . . .  almost 
nobody.  The  recommendations 
"would  shift  the  delicate  balance 
between  debtor  and  creditor  inter- 
est clearly  in  favor  of  creditors," 
protested  the  National  Association 
of  Consumer  Bankruptcy  Attorneys. 
"Seriously  flawed  and  too  one-sided" 
for  debtors,  fumed  Paul  A.  Schos- 
berg,  president  of  America's  Com- 
munity Bankers,  representing  more 
than  2,000  savings  and  loans  and 
banks.  "The  recommendations  would 
lead  to  an  increase  in  the  already 
record-high  number  of  bankruptcy 
filing;.-." 

E'\;.  within  the  commission,  deep 
divisions  led  four  of  the  nine  mem- 
bei's — mostly  private  lawyers  and 
federal  jiulges — to  issue  a  scathing 
disM  !  i  .  Edith  H.  Jones,  a  conserva- 
tive :  ipral  judge  from  Houston, 
blasi'd  the  majority  for  advocating 
proposals  "that  are  not  only  ura-eahs- 
tic,  [()Ut]  are  simply  deaf  to  the  pub- 
lic debate  o\  er  frustration  with  the 
nation';  Vjai:!- j-uptcy  system." 
MIDDLE  C-KOUND.  Does  this  brawl 
suggest  i:  :•  the  commission  was  a 
dud?  Har.i!  ■  Given  the  heated  emo- 
tions swii : , : ;   around  the  bankrupt- 
cy debatf .      -/Is  of  protest  were  in- 
evitable. I       the  panel's 
suggestit";.      .uld  fix  a  system  that 
is  clearly  ii;     -n.  Despite  the  cur- 
rent econo'  iii-  )oom,  bankruptcy  fil- 
ings by  in(i      lals  have  soared  by 
roughly  h; ;      ble).  The  commission 


found  a  reasonable  middle  ground 
that  cracks  down  on  abuses  by  the 
wealthy  while  protecting  financially 
distressed  borrowers  from  the 
clutches  of  lenders  who  have  tried 
unfairly  to  portray  all  delinquents  as 
the  new  welfare  queens. 

Admittedly, 
bankruptcy  once 
carried  more  of  a 
social  stigma.  But 
since  the  1970s, 
when  Congi'ess 
made  it  easier  to 
declare  insolvency, 
it  has  become  fash- 
ionable for  millions 
of  individuals — 
from  the  working 
poor  to  the  super-rich — to  duck  their 
financial  obligations.  "The  word  has 
gotten  around  that  bankruptcy  pro- 
vides a  very  attractive  financial  plan- 
ning tool  for  individuals  tired  of  pay- 
ing their  bills,"  says 
Phihp  S.  Corwin,  an 
outside  lobbyist  for 
the  American 
Bankers  Assn. 
There's  a  cost:  Re- 
tailers and  other 
creditors  claim  they 
wall  lose  $40  biUion 
this  year. 

Consumer  advo- 
cates are  upset  be- 
cause the  commission,  to  its  credit, 
proposed  reining  in  some  of  the  most 
abusive  practices  that  helped  con- 
sumers but  were  also  widely  abused 
by  the  rich.  But  the  commission  also 


DEEPER  IN  DEBT 


1,4 


CONSUMER 
'2  BANKRUPTCIES 
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A  MILLIONS  EST. 
DATA;  NATIONAL  BANKRUPTCY  REVIEW  COMMISSION, 
AMERICAN  BANKRUPTCY  INSTITUTE 


infuriated  lenders  by  preserving  the 
right  of  individuals  to  pursue  a 
Chapter  7  liquidation — which  often 
leaves  little  for  creditors,  because 
courts  will  wipe  a  debtor's  slate 
clean.  Banks  had  wanted  the  commis 
sion  to  press  for  more  "means  test- 
ing," which  would  force  many  deUn- 
quents  to  continue  paying  off  then- 
old  obligations.  The  truth  is  that  for 
all  the  publicity  suri'ounding  spurioui 
bankruptcy  filings  of  the  rich  and  fa- 
mous, most  filers  are  working  stiffs 
victimized  by  a  corporate  dowmsizing 
divorce,  or  other  calamity — folks  wh( 
need  a  clean  break  from  the  past.  "A 
very  tiny  percentage  [of  filers]  are 
wise  guys  trying  to  take  advantage 
of  the  system,"  says  Albert  Togut,  a 
New  York  bankruptcy  attorney. 

If  bankers  and  retailers  really 
want  to  reverse  the  bankruptcy  spi- 
ral, they  should  spend  less  time  lob- 
bying Congress  and  more  time  re- 


...AND  BORROWERS  ARE  FUMING.  TOO 

The  recommendations  "would  shift 
the  delicate  balance  between  debtors 
and  creditor  interest  clearly  in  favor 
of  creditors. " 

National  Association  of  Consrumer  Bankruptcy  Attorneys 


forming  their  promiscuous  marketing 
practices.  Despite  their  repeated 
vows  to  tighten  lending  standards, 
creditors  will  Ukely  mail  out  as  manj 
as  3  billion  credit-card  sohcitations 
this  year — some,  ii-onically,  to  indi- 
viduals who  used  banki-uptcy  to  clea' 
old  credit-card  debts. 

The  commission  is  tr-ying  to  encour 
age  gi'eater  responsibility  by  borrow- 
ers so  they  can't  simply  walk  away 
from  their  debts.  But  lenders  have  to 
be  responsible,  too,  by  keeping  credit 
cards  out  of  the  hands  of  known  dead 
beats.  The  commission's  proposals 
would  help  foster  accountability  on 
both  sides,  which  is  what's  necessary 
to  cure  the  bankruptcy  epidemic. 


Foust  urrites  aboiit  finance  from 
Washington.  Sparks  covers  money 
and  hanking  in  New  York. 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

HILTON  MAY  BET 
ON  MGM  GRAND 

Suddenly,  there's  a  buzz  about  mgm 
Grand  (M(jG),  the  Las  Vegas  opera- 
tor of  the  world's  lai'gest  hotel-casino 
and  theme-park  complex.  Some  money 
managers  are  loading  up  on  mgm 
shares — and  not  just  for  the  improving 
fundamentals.  What's  the  scoop? 

These  pi'os  are  convinced  that  Hilton 
Hotels  CEO  Stephen  Bollenbach  has 
switched  his  sights 
ON  A  ROLL  SINCE     to  mgm,  after  being 
in  GOT  SNAGGED    outbid  by  Stai-wood 
Lodging  Trust  in 
his  quest  for  ITT. 
Stamood  agi'eed  to 
buy  ITT  for  $9.8  bil- 
lion in  cash  and 
stock,   or   $82  a 
share,  and  assume 
its  debt  of  $3.5  bil- 
lion. Hilton  had  bid 
$70  a  share. 

Hilton's  Bollen- 
bach, whose  close 
friends  say  was 
"shocked"  by  the 
Starwood-ITT  pact 
and  "hopping  mad"  about  losing  out, 
says  he  isn't  making  a  counteroffer  for 
ITT.  One  senior  Hilton  executive  says: 
"We  must  do  something  quick — and 
big — and  good  for  shareholdei's,  or  lose 
face."  The  next  deal  "must  be  a  fiiend- 
ly  deal.  We'll  be  prepared  to  pay  top 
dollar  and  not  make  the  same  mistake 
[of  underbidding]." 

Enter  mgm  Grand.  Bollenbach  has 
been  in  touch  with  mgm  ceo  Kirk 
Kerkorian,  says  this  insider,  and  more 
talks  are  expected.  Kerkorian  holds 
close  to  62%  of  mgm's  stock  through 
Tracinda,  which  he  owns.  The  stock  is 
trading  at  43. 

One  investment  banker  puts  the 
buyout  value  of  mgm,  with  a  market 
cap  of  $2.4  billion,  at  $4  bilUon  to  $4.6 
billion — or  70  to  80  a  share.  He  ex- 
pects Hilton's  offer  to  top  70. 

Would  Kerkonan  be  willing  to  sell  at 
Ihai  point?  "He  has  always  been  a 
s.r- v_ /  trader — and  he  isn't  likely  to  re- 
jecL  •;  .$70  bid,"  says  the  banker 

A  its  current  price,  "mgm  has  the 
lowes  valuation  of  the  large-cap  casino 
companies."  says  Harry  Curtis,  an  an- 
alyst at  Smith  Barney.  The  stock's  cur- 
rent price,  says  Curtis,  does  not  credit 


MGM  GRAND 
STOCK  PRICE 
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the  company  for  "its  strong  balance 
sheet,  which  could  be  used  to  engineer 
growth."  On  Oct.  22,  mgm  posted 
record  earnings  of  63(2  a  share  for  the 
third  quarter,  vs.  46(2  a  year  ago.  For 
all  of  1997,  Curtis  expects  $2.19 — and 
$2.40  for  1998,  vs.  last  year's  $2.04. 

"The  strategic  fit  between  Hilton 
Hotels  and  mgm  Grand  is  a  natural," 
says  one  big  investor,  mgm's  plans  in- 
clude building  resorts  in  Atlantic  City 
and  Detroit.  In  Australia,  mgm  oper- 
ates a  hotel-casino  in  Dai'win.  It  also 
has  started  operations  in  South  Africa. 
mgm's  flagship  property  in  Las  Vegas 
includes  a  hotel  with  more  than  5,000 
rooms,  a  large  casino,  and  a  movie-re- 
lated theme  park.  MGM  also  owns  50% 
of  the  popular  New  York-New  York 
Hotel  &  Casino  in  Las  Vegas. 

mgm  spokesman  Jack  Leone  declined 
comment.  Hilton's  Marc  Grossman  says 
Hilton  "continues  to  keep  its  eyes  open 
for  great  oppoilunities." 


BIG  BOON 

FOR  DIABETICS? 


H 


edge-fund  manager  Jeny  Ballan  is 


Technical  Chemicals  &  Products  (tcpi). 
It's  a  small  company  that  has  yet  to 
make  money,  but  between  Sept.  5  and 
Oct.  21  the  stock  zoomed  from  8  to  15. 
Ballan,  who  co-manages  C-B  Partners, 
says  TCPI  may  double  again  in  a  year. 
Powering  the  stock's  rise  is  excite- 
ment over  TCPi's 


A  NEW  LEASE 
ON  LIFE 


noninvasive  glu- 
cose-monitoring 
system,  aimed  at 
diabetics.  Some  di- 
abetics must  prick 
their  fingers  four 
times  a  day  for 
blood  to  test  their 
sugar  level.  With 
TCPl's  monitoring 
product,  they  don't 
have  to  do  that. 

The  Tf;pi  moni- 
tor uses  a  dispos- 
able patch,  placed 
on  the  skin  for 
five  minutes.  It 
draws  interstitial  fluid  fi"om  under  the 
skin  by  a  sort  of  osmosis.  A  handheld 
meter  reads  the  color  change  in  the 
patch  and  displays  the  i-esults. 

TCPi,  which  is  scheduled  to  demon- 
strate its  system  at  a  meeting  with 
fund  managers  and  investors  in  New 
York  on  Oct.  28,  says  it's  in  talks  with 
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SmithKline  Beecham  to  become  tm 
worldwide  marketer  for  the  produffl 
TCPI  expects  to  file  for  fda  appro"^ 
by  early  1998.  Cathy  Reese,  an  ar- 
lyst  at  Avalon  Research  Group  m  Be  • 
Raton,  Fla.,  expects  an  agreement  \\. 
be  signed  either  with  SmithKline 
with  another  major  player.  She  expec- 
TCPI  to  earn  $1.34  a  share  next  ye; 
and  .$2.99  in  1999.  Other  big  players  | 
glucose  monitoring  include  Johnson! 
Johnson,  Abbott  Labs,  and  CygnusJ 
and  its  partner,  Becton  Dickinson. 

FOOD  PROCESSING 
NOURISHES  GENCOl 

Gencor  Industries  (gx)  used  to  bel 
gTay  little  company  making  aspha 
plants  for  road  building.  Then  it  a 
quired  another 

seemingly  nonde-  FRESH  ENERGY  I 
script  company    COULD  LIE  AHEAD! 

from  Ingersoll- 
Rand  a  year  ago. 
That  business 
vaulted  Gencor 
into  yet  another 
mai'ket:  food  pro- 
cessing, a  lucra- 
tive and  gi'owing 
industry. 

Already,  the 
acquisition  has 
"worked  mira- 
cles" for  the  com- 
pany's top  and 
bottom  fines, 
notes  investment  manager  Jeiry  Le\Ti| 
of  BlueStone  Capital.  Gencor  hasn't  y\ 
reported  results  for  the  fiscal  fourt 
quarter  ended  Sept.  30,  but  Levine  fi; 
lu-es  sales  for  fiscal  1997  will  jump  f 
$178  million  and  earnings  to  $1.10' 
share,  up  fi'om  78(2  in  fiscal  1996. 

Gencor's  newly  acquii'ed  business  d' 
signs  and  makes  equipment  for  fe( 
mills  and  processing  plants  that  pt 
letize,  giind,  and  flake  foodstuffs.  I 
customers  include  Ai'cher  Daniels  Mi( 
land,  lyson  Foods,  and  Cargill. 

Levine  believes  the  company 
working  on  two  more  acquisitions- 
also  related  to  food  processing — whit 
he  figures  will  bolster  sales  and  eari 
ings.  Should  these  acquisitions  con 
to  pass,  he  says,  sales  in  1998  wi 
chmb  to  $250  million  and  earnings  t 
$2  a  share. 

At  the  stock's  current  price  of  1: 
there  is  very  little  downside  risk,  ai 
gues  Levine,  who  sees  the  stock  hittin 
the  mid-20s  in  9  to  12  months. 
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The  new  AS/4()()P  .SClieS. 
Rigorously  tested 
for  round-the-clock 
availability. 
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CLIMATE 


GLOBAL  WARMING:  IS  THERE 
STILL  ROOM  FOR  DOUBT? 

Sorry,  skeptics.  Scientists  say  they  have  the  smoking  gun 
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On  Oct.  13,  the  CEO  of  Exxon  Corp., 
Lee  R.  Raymond,  told  the  15th 
World  Petroleiun  CongTess  in  Beijing 
tlii'ee  tilings:  Fii"st.  the  world  isn't  warm- 
ing. Second,  even  if  it  were,  oil  and  gas 
wouldn't  be  the  cause.  Tliii-d,  no  one  can 
predict  the  likely  ftitiu'e  temperatiu'e  rise. 

Many  others  in  industiy  and  govern- 
ment are  skeptical  of  the  thi-eats  posed  by 
global  warming,  and  they  would  likely 
agree  with  Raymond's  conclusion:  "Before 
we  make  choices  about  global  climate  poli- 
cies, we  need  an  open  debate  on  the  sci- 
ence, an  analysis  of  the  lisks,  md  a  cai'eliil 
considei-ation  of  the  costs  and  benefits." 

Tlie  caO  for  scientific  debate  is  10  yeai-s 
too  late.  The  costs  of  dealing  with  global 
wanning  ai'e  uncertain,  but  in  the  past 
decade  global  wanning  itself  has  become 
one  of  the  most  exhaustively  debated  sub- 
jects in  science.  Tlie  result  is  a  solid  con- 
sensus on  the  scientific  facts.  According  to 
the  consensus,  Raymond's  tlu'ee  asser- 
tions ai*e  WTong. 

In  December,  160  nations  will  meet 
in  Kyoto,  .Japan,  to  consider  a  treaty  de- 
signed to  ciu'b  gi'eenhouse  gas  emissions. 
On  Oct.  22,  President  Clinton  said  he 
will  propose  reducing  greenhouse  gas 
emissions  to  1990  levels  sometime  be- 
tween 2008  and  2012,  with  fiuther  re- 
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ductions  after  that.  To  meet  that  goalji  t 
called  for  an  emissions  trading  plan 
$.5  billion  in  tax  credits  and  r&d  to  sfcei 
adoption  of  more  energy-efficient  t 
nologies.  Japan  and  Europe  are  pus! 
for  even  steeper  cuts.  The  task  w 
be  easy.  U.  S.  emissions  in  1996  wen  se 
ready  8.3%  above  1990  levels,  aceon 
to  a  new  Energy  Dept.  report. 
ASSESSING  THE  CHANGE.  The  scienfti 
consensus  on  global  warming  co: 
from  the  Intergovernmental  Pane!  i 
Chmate  Change  (ipcc).  It  was  es  f, 
lished  in  1988  by  the  World  Mete 
logical  Organization  and  the  United 
tions  Environment  Progi-am  to  as; 
the  science  of  climate  change,  de  e; 
mine  its  impacts  on  the  environn 
and  society,  and  formulate  strategie 
respond.  More  than  900  scientists  f 
40  countries  have  participated  as 
thors  or  expert  reviewers  in  the  IF 
latest  report,  published  in  1995. 

"It's  absolutely  the  best  assessn  Id 
body  we  have,"  says  Rosina  Bierbf 
acting  associate  director  for  environr  " 
in  the  White  House  science  adviser's  o:  ^ 

"It's  a  look  at  the  state  of  the  ai  K' 
what  we  know  about  the  climate  ins 
tem,"  says  Gerald  Meehl  of  the  Nal  i 
al  Center  for  Atmospheric  Researc 
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der,  Colo.,  a  lead  author  for  one  of 
report's  chapters.  "Literally  thou- 
s  of  people  wind  up  reading  these 
rs....  It's  the  consensus  view  of  just 
t  everyone  who's  chosen  to  become 
Ived."  In  June,  some  2,400  scien- 
signed  a  letter  saying  they  en- 
ed  the  findings. 

le  basics  of  global  warming  are  sim- 
So-called  greenhouse  gases — in- 
ng  carbon  dioxide  and  methane — 
i  up  in  the  atmosphere.  Carbon 
ide  is  the  most  important  of  the 
nhouse  gases  generated  by  human 
ity.  The  gases  trap  the  sun's  heat, 
a  car  parked  in  the  sun  with  the 
lows  closed.  Couple  that  vwth  a  ba- 
ict:  The  amount  of  cai'bon  dioxide  in 
itmosphere  has  risen  by  30%  since 
ndustrial  times  (about  1750).  The 
ication  is  that  temperatui'es  are  ris- 
and  that's  what  the  IPCC  was 
ged  with  studying. 
tM  CULPRITS.  In  his  speech,  Ray- 
i  acknowledged  that  some  measure- 
ts  show  warming  but  added  that 
illite  measurements  have  shown  no 
ning  trend  since  the  late  1970s.  In 
'  he  concluded,  "the  earth  is  cooler 
than  it  was  20  years  ago."  In  its 
report,  the  ipcc  disagreed.  It  said 
temperature  at  the  earth's  surface, 
•e  it  matters,  has  increased  from 
lalf  to  1  degree  F  since  the  late 
centuiy.  The  20th  century  has  been 
ast  as  waiTn  as  any  other  century 
1400  A.  D.,  and  recent  years  have 
among  the  wannest  on  record, 
'n  the  causes  of  global  warming, 
;ics  make  the  ai'gument  that  most  of 
rreenhouse  effect  comes  from  wa- 


ter vapor  and  only  4%  of  the  carbon 
dioxide  entering  the  atmosphere  is  due 
to  human  activity.  "Leaping  to  cut  this 
tiny  sliver  of  the  greenhouse  pie . . .  defies 
common  sense,"  as  Raymond  put  it. 

Not  so,  said  the  ipcc — the  30%  rise  in 
atmospheric  cai'bon  dioxide  during  the  in- 
dustrial era  is  due  to  hiunan  activity  and 
is  responsible  for  the  wanning  so  far  In 
cautious  language  generated  by  extensive 
discussion,  the  ipcc  produced  what  sci- 
entists say  is  the  smoking  gun:  "The  bal- 
ance of  evidence  suggests  a  discernible 
human  influence  on  global  climate." 

Last,  skeptics  say  that  predictions  of 
future  warming  are  notoriously  inaccu- 
rate. Raymond  agreed,  but  the  ipcc 
doesn't.  Continuing  improvement  of 
computer  projections  "has  increased  oiu- 
confidence  in  theii"  use  for  projection  of 
future  climate  change,"  it  said.  Tlie  ipcc 
concluded  that  by  2100,  temperatures 
could  rise  2  to  6  degi'ees  F,  depending 
partly  upon  how  fast  cai'bon  dioxide  lev- 
els rise.  That  could  lead  to  a  sea-level 
rise  of  6  to  38  inches  and  changes  in  the 
frequency  of  drought  and  flooding. 

The  IPCC  admits  there  are  uncertain- 
ties in  the  science.  But  that  doesn't  un- 
dercut the  ipcx;"'s  conclusions.  "This  is  an 
ongoing  research  problem,"  says  Meehl. 

As  the  Kyoto  meeting  draws  near, 
many  in  the  business  community  are 
campaigning  vigorously  against  limits  on 
fossil  fuel  use,  saying  such  ciu'bs  could 
stifle  the  economy.  En\Ti'onmentalists  are 
lobbying  just  as  hard  for  binding  limits 
on  gi'eenhouse  gas  emissions.  That's  a 
political  issue,  not  a  scientific  one.  And 
there  the  ipcc  has  no  answers. 

By  Paul  Roebuni  in  New  York 


The  Climate  Consensus 

?se  are  the  conclusions  reached  by  the  United  Nations  Intergovernmental 
Panel  on  Climate  Change  (IPCC),  the  authority  on  global  warming: 

W  WARM  WILL  THE  EARTH  GET? 

I  IPCC  estimates  that  global  surface  temperatures  could  rise  2  to  5 
rees  F  by  2100.  Temperatures  have  risen  about  half  a  degree  to  1 
ree  F  since  the  late  19th  century. 

E  HUMANS  RESPONSIBLE? 

e  balance  of  evidence  suggests  a  discernible  human  influence  on  global 
late,"  according  to  the  IPCC's  1995  report. 

lAT  ARE  GLOBAL  WARMING'S  CONSEQUENCES? 

p  yields  will  fluctuate,  improving  in  some  areas  and  plummeting  in 
3rs.  Overall  global  agricultural  production  probably  won't  change, 
level  is  projected  to  rise  6  to  38  inches.  A  possible  increase  in 
eme  weather  could  batter  coastlines  and  cost  lives.  The  warming 
lid  cause  "significant  loss  of  life." 

W  COSTLY  WOULD  IMPROVEMENTS  BE? 

irovements  in  energy  efficiency  of  10%  to  30%  are  feasible  at  little  or 
:ost.  Gains  of  50%  to  60%  are  possible  in  some  areas.  There  are  many 
ons  for  reducing  emissions  of  greenhouse  gases,  but  some  depend  on 
sring  the  cost  of  alternative  technologies. 
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The  new   \S/ 1  ( •  OC  SCl  ics. 
Packs  up  to  4.6  times 
more  power. 
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Developments  to  Watch 
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TUNING  IN  THE 
BRAIN'S  SIGNALS 

RUBBING  YOUK  FIN(iER  OVER 

a  textured  surface  is  akin  to 
tuning  in  an  km  radio  broad- 
cast. How  so?  It  seems  the 
brain  interprets  signals  from 
touch  sensors  in  our  fingers 
using  principles  remarkably 
like  FM,  according  to  Israeli 
researchers  at  the  Weizmann 
Institute  of  Science  and  the 
Technion-Israel  Institute  of 
Technology. 

In  frequency  modula 
tion    (FM)  systems, 
sounds  are  encoded  as 
variations  in  the  fre- 
quency of  a  broad- 
cast, and  then 
receivers  in 
the  home 
translate 
those  fluc- 
tuations 
into  familiar 
sounds.  Simi- 
larly, the  brain 
may  have  its  own 
"fm  stations."  Scientists  have 
long  known  that  certain  bi-ain 
cells  oscillate  at  particular 
frequencies.  But  now  they 


ai'e  finding  that  these  oscilla- 
tions are  modulated  by  in- 
coming sensory  signals,  ac- 
cording to  a  report  in  the 
Oct.  14  issue  of  Proceedings 
of  the  National  Academy  of 
Scioicc.  The  Israeh  scientists 
speculate  that  an  FM-based 
technique  could  be  the  way 
the  brain  translates  touch 
signals  into  perceptions  of 
texture  and  temperature. 

The  discovery  may  enable 
scientists  to  crack  the  code 
used  by  the  brain  to  decipher 
the  streams  of  signals  from 
touch  sensors — 
and  perhaps 
the  other  sen- 
soiy  organs 
as  well.  The 
researchers 
are  now 
looking  for 
signs  of  FM 
processing  be- 
ing used  for  visual 
signals,  says  team 
leader  Ehud  Ahissar  of 
Weizmann's  Neurobiology 
Dept.  If  the  brain's  inner 
workings  can  be  fathomed 
and  simulated,  it  would  mark 
a  breakthrough  in  areas  such 
as  artificial  intelligence  and 
robotics.  □ 


THE  l-WAY  GETS  AN  EHRA  LANE  

TO  RELIEVE  CYBER.JAMS  ON  THE  INTERNET,  TELECOM  CAR- 

riers  and  service  providers  lay  more  optic  fiber,  beef  up 
banks  of  modems,  and  install  faster  network  switches. 
Yet  delays  continue.  That's  partly  because  most  organi- 
zations store  their  Web  sites  and  databases  on  just  one 
computer  "sei-ver."  But  Inktomi  Corp.  in  San  Mateo, 
Calif.,  creator  of  the  HotBot  search  engine,  has  a  fix 
that  has  nothing  to  do  with  fatter  pipes  or  faster 
switciies.  Its  Ti-affic  Server  will  collect  popular  Web 
sites  in  huge  repositories  known  as  network  caches. 

What  distinguishes  these  cache  sites  ft'om  the  "mirror 
sites"  already  used  by  companies  to  alleviate  home-page 
congestion?  Each  cache  will  contain  broad  swathes  of 
the  Internet,  including  information  from  many  compa- 
nies and  Web  sites.  This  massive  amount  of  data — up- 
wards of  a  ir 'lion  bytes — will  be  stored  "intelligently," 
on  the  basis     how  frequently  it  is  requested.  The 
caches  will  sav>  money,  asserts  Inktomi  Marketing  Vice- 
Pre  'ident  Dii  V  Pierce,  "because  it's  always  cheaper  to 
store  a  bit  o''  lata  than  to  transport  it."        Neil  Gross 


FASTER  SATELLITES  THAT  TRAVEL  LIGH 


IN  EARLY  OCTOBER,  HUGHES 

Electronics  Corp.  opened 
a  new  door  to  space  by 
filing  the  fii"st  commercial 
xenon-ion  propulsion  sys- 
tem, dubbed  xip.s,  to  cor- 
rect the  orbit  of 
PanAmSat  Corp.'s  PAS- 
5  communications 
satellite,  pas-5  was 
launched  in  late  Au- 
gust from  Kazakhstan 
and  now  hovers  over 
Brazil. 

The  xenon  system 
will  keep  the  satellite 
in  position  for  decades 
by  pei-iodically  squirt- 
ing  out  charged  particles, 
or  ions.  Before,  this  "sta- 
tionkeeping"  was  done 
with  small  chemical 
thrusters.  But  xenon  gas 
is  inert,  hence  nonexplo- 
sive — yet  produces  highly 
energetic  ions.  They  gush 
out  at  62,900  mph,  provid- 
ing 10  times  more  thrust 
than  current  chemical  re- 
actions. As  a  result,  the 
1,400  pounds  of  fuel  need- 
ed to  keep  a  satellite  in 
orbit  is  slashed  by  as 
much  as  90%.  That  means 
more  communications  gear 
can  be  packed  into  a  satel- 


lite, or  that  lighter  "bii'd 
can  be  launched  with 
cheaper  rockets. 

For  deep-space  probes 
ion  engines  could  push 
spacecraft  to  speeds  not 
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possible  with  chemical 
thrusters — and  trim 
months  off  interplanetai*; 
missions.  The  proof  will 
come  next  summei;  whei 
NASA's  Deep  Space  1  pro 
will  blast  off.  It  will  use 
XIPS  thiTister  and  100 
pounds  of  xenon  to  gi'ad 
ally  accelerate  to  22,000 
mph  in  space — fast  enou, 
to  catch  the  comet  West 
Kohoutek-Ikemui-a  and 
rendezvous  with  an  astei 
oid  named  after  Chiista 
McAuliffe,  the  teacher  w 
died  in  the  1986  Chal 
lenger  explosion. 


CHIPMAKERS 
MAY  SOON 
GROW  THEIR  OWN 

FOR  CHIPMAKERS  WEARY  OF 
spending  billions  on  factories, 
Yale  University  researchers 
are  working  on  an  alterna- 
tive: growing  chips  in  test 
tubes.  The  idea  is  to  coerce 
conductive  organic  molecules 
to  assemble  themselves  into 
wii'es  and  transistors,  creat- 
ing chips  with  many  billions 
of  transistors. 

In  the  Oct.  10  issue  of  Sci- 
ence, Mark  A.  Reed,  an  elec- 
trical engineer  at  Yale,  re- 


ports an  advance  that  b: 
such  superchips  a  little  c 
to  reality.  His  team  is 
first  to  measure  an  elec 
current  passing  throuiff 
single  organic  molecule,  ?t 
the  researchers  coaxed  ai 
zene  molecule  to  positii 
self  between  two  electri 
Running  such  tests  is  a' 
requisite     to  contir: 
progress,  since  molecuU- 
transistors  and  wires  ar 
too  small  to  be  check(^(l 
existing  equipment,  in 
Reed   figures   one  In 
could  hold  more  tr;iii,-.i 
than  the  chip  industi  >i 
produced  over  the  i;as 
odd  years.      Susan  Jacs< 
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The  new  \S/l()()r  mtIcs. 
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SOFTWARE 


SILICON 

VALLEY 

ON  THE  RHINE 


How  Germany's  SAP  soared 
to  global  dominance  with 
its  software  for  managing 
vital  business  operations 

A warm  Mediterranean  sun  beat 
down  on  a  fleet  of  the  world's 
fastest  sailboats  as  the  Maxi 
World  Cup  championship  began 
off  the  coast  of  Sardinia  on  Sept.  8. 
There,  two  of  software's  most  poweiful 
titans,  Hasso  Plattner,  co-chairman  of 
GeiTnan  software  giant  s.-vp,  and  Oracle 
ChaiiTnan  LawTence  J.  ElUson,  w'ere  at 
it  again.  Fierce  rivals  in  the  software 
market,  the  two  men  square  off  regu- 
larly on  the  high  seas.  Elhson's  80-foot 
Sayonara  is  lean,  stripped  even  of  paint 
inside  the  cabin  to  save  precious  weight. 
Plattner's  Morning  Glory  is  outfitted 
with  a  personal  computer  and  software 
the  captain  wTote  himself  to  find  the 
optimal  course  for  sailing. 

Three  days  into  the  weeklong  com- 
petition, Plattner  was  reveling  in  a  30- 
second  lead  over  Ellison,  when  the  rope 
securing  Morning  Glory's  mainsail 
snapped  and  the  sail  collapsed.  Platt- 
ner's crew  rerigged  the  sail  in  20  min- 
utes flat — making  up  enough  time  to 
nab  fii'st  place  in  the  handicapped  over- 
all competition.  But  the  snafu  cost  Platt- 
ner a  win  in  his  division,  where  he  fin- 
ished second  to  Elhson. 
RUNNING  THE  OFFICE.  On  land,  however, 
Ellison  is  a  distant  second  in  Plattner's 
domain — the  market  for  enterprise-ap- 
plication software.  These  are  the  pro- 
grams that  manage  a  company's  \ital 
operations,  from  order-taking  to  manu- 
facturing to  accounting,  .s.-vp's  tightly  in- 
terwoven programs,  called  R/3,  act  as  a 
powerful  network  that  can  speed  deci- 
sion-making, slash  costs,  and  give  man- 
agers control  over  global  empires  at  the 
cHck  of  a  m.ouse. 


On  this  turf,  sap, 
based  in  the  Gerinan 
towTi  of  Walldorf,  is 
a  giant.  With  one- 
third  of  the  SIO  bil- 
lion entei-prise-appH- 
cations  market,  it  not 
only  dwarfs  Oracle'- 
$1  billion  applicatifj! 
business  but  al- 
outstrips  the  next 
competitors  com- 
bined. Today,  sap's 
R/3  mns  the  back  of- 
fices of  nearly  half  of 
the  world's  500 
largest  companies — 
scheduling  the  manu- 
facture of  washing 
machines  at  General 
Electric  Co.  and 
shipping  soda  pop  on 
time  at  Coca-Cola 
Co.  "sap  is  as  much 
a  part  of  the  fabric 
of  global  business  to- 
day as  IBM  was  in 
the  1980s,"  says  mai-- 
ket  researcher  Tony 
Friscia,  president  of 
Boston's  Advanced 
Manufacturing  Re- 
search Inc. 

No  question,  s  ■ 
has  joined  the  ran! 
of  the  softwai'e  eht 
It    is   the  fourth 
largest  software 
maker — behind  Mi- 
crosoft, Oracle,  and 
Computer  Associates 
International.  The 

company's  market  HOPP  AND  PLATTNER:  Worth  $3.8  billion  each  in  SAP  s 
capitalization  is  some 
S30  billion,  making  Plattner  and 
Co-Chairman  Dietmar  Hopp  w^orth 
$3.8  billion  each.  It  has  been  the 
best-performing  stock  for  five  years 
on  Germany's  dax  index,  and  the  com- 


illti 


pany  plans  to  list  next  year  in  the 
Never  before  has  a  software  com; 
outside  the  U.  S.  had  such  success^ 
deed,  powerhouses  such  as  Micrf  ^, 
Corp.  and  Intel  Corp.  are  not  just 


162  BUSINESS  WEEK  /  NOVEMBER  3.  1997 


The  Juggernaut 


SAP  dominates  the  market  for  enterprise  applications 

TOTAL  1996  MARKET:  $7.2  BilMon 


SSA 


ORACLE^ 


BAAN 

PEOPLESOFT    J.D.  EDWARDS 

DATA  ADVANCED  MFG  RESOURCES  INC  '  APPLICATIONS  BUSINESS  ONLY 


Never  before  has 
a  software  maker 
outside  the  U.S. 
had  such  success. 
Indeed,  Microsoft 
and  Intel  are  not 
just  customers: 
They  are  SAP's 
closest  allies 


rs:  They  are  its  closest  allies, 
team  of  sap  programmers  is 
spot  at  Microsoft's  Redmond 
headquarters  to  collaborate  on 
i  development.  And  Intel  and 
e  formed  Pandesic,  an  electron- 
lerce  joint  venture  (page  166). 


"The  world,"  says  In- 
tel Chairman  An- 
drew S.  Grove,  "is 
their  market." 

Now,  Plattner  and 
Hopp  want  to  solidi- 
fy their  lead  and 
make  sap's  software 
the  standard  for  en- 
terprise applications, 
the  way  Microsoft's 
operating  systems 
and  Intel's  chips  are 
for  PCs.  If  successful, 
SAP  could  ride  a  tidal 
wave  of  growth  into 
the  next  centiuy  and 
control  one  of  soft- 
ware's most  strategic 
markets. 

Who  are  the  mas- 
terminds behind  this 
unlikely  powerhouse? 
And  can  they  keep 
SAP  ahead  of  rivals 
such  as  Oracle,  Baan, 
and  PeopleSoft?  sap 
has  come  a  long  way 
fi'om  its  humble  be- 
ginnings two  decades 
ago  in  a  cornfield 
outside  Heidelberg. 
Plattner,  Hopp,  and 
three  colleagues  left 
their  progi'amming 
jobs  at  IBM's  GeiTnan 
development  labs  and 
founded  SAP.  When 
most  software  was 
still  custom-devel- 
oped, their  idea  was 
to  create  off-the-shelf  packages  for  big 
industrial  jobs. 

Hopp  and  Plattner  soon  emerged  as 
the  two  who  called  the  shots.  The  .54- 
year-old  Plattner,  who  spends  much  of 
his  time  at  sap's  Sihcon  Valley  offices,  is 
the  visionary.  "He's  totally  driven.  He'll 


announce  wild  dreams  at  the  user  con- 
ference, and  then  the  company  has  to 
scramble  like  hell  to  make  it  a  reahty," 
says  one  developer.  When  he's  not  set- 
ting strategy,  Plattner  rolls  up  his 
sleeves  in  the  development  labs. 

Hopp  is  the  cool,  unflappable  co-com- 
mander. A  math  whiz,  he  breezed 
through  his  university  entrance  exam 
at  age  16  in  30  ininutes — 3'A  hours  ahead 
of  his  classmates.  In  sap's  eai'ly  days,  he 
dealt  with  eveiything  from  finance  to 
parking  spaces — earning  him  the  nick- 
name "Vater"  or  father  Today,  Hopp, 
57,  remains  a  steadying  influence  with  a 
sharp  eye  on  operations. 
LAID  BACK.  From  the  start,  the  co- 
founders  shunned  the  buttoned-down 
atmosphere  of  IBM.  Instead,  they  cre- 
ated an  organization  where  the  only 
things  that  matter  are  smart  ideas  and 
hard  work — building  a  Silicon  Valley- 
style  company  years  before  most  people 
had  heard  of  the  tech  capital.  Long- 
haired employees  arrive  at  work  in  T- 
shirts  and  blue  jeans  and  are  fueled 
with  fi"ee  meals  and  an  endless  supply 
of  sti-ong  coffee.  Those  who  bike  in  can 
shower  at  the  office.  After  three  years, 
employees  get  a  company  car. 

But  SAP  has  a  distinctly  European 
flair.  Instead  of  Frisbee  games  and  piz- 
za bashes,  employees  blow  off  steam 
with  soccer  skinnishes  and  the  compa- 
ny's symphony  orchestra.  (Plattner, 
though,  has  been  known  to  pick  up  an 
electric  guitar.)  "It's  almost  like  speaking 
to  a  Microsoft  gi'ouj) — young,  enthusi- 
astic, and  hardworking,"  says  Microsoft 
ChaiiTnan  William  H.  Gates  III  of  a  vis- 
it to  sap's  Walldorf  headquarters. 

Unlike  many  Sihcon  Valley  startups, 
SAP  didn't  soar  overnight.  Its  fii'st  pro- 
gi*ams  were  for  mainframes  and  had  a 
mostly  European  following.  But  Platt- 
ner and  Hopp  had  vision:  While  other 
software  makers  focused  on  a  single 
area,  such  as  manufactming  or  person- 
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nel,  they  designed  software  to  link 
every  part  of  a  company's  operations. 
They  also  made  sure  it  could  handle 
different  cuiTencies,  languages,  and  reg- 
ulations— a  big  draw  for  multinationals. 
LIGHTBULB.  But  it  was  the  "client-serv- 
er" revolution  of  the  early  1990s  that 
catapulted  sap  into  the  big  leagues.  The 
new  computing  approach — which  relies 
on  networks  of  pes  linked  to  servers — 
freed  up  corporate  data,  letting  it  be 
sliced  and  diced  in  new  ways.  SAP  adapt- 
ed its  software  to  work  in  client-server 
setups.  And  R/3,  introduced  in  1992, 
was  an  instant  hit.  Sales  shot  from  less 
than  $500  miUion  that  year  to  $1.5  bil- 
lion by  1995.  This  year,  analysts  expect 
SAP  sales  to  top  $3  billion. 

For  coi'porate  managers,  sap's  soft- 


How  SAP's 
R/3  Works 

An  order  triggers  a 
chain  reaction  of  events 
ttirougliout  tlie  enterprise 


ware  was  like  a  lightbulb  illuminating 
the  dark  recesses  of  their  business  op- 
erations. Suddenly  they  could  scrutinize 
a  global  business,  identifying  where  in- 
ventories had  piled  up  and  which  plants 
were  running  most  efficiently.  "If  yoii 
can't  see  your  worldwide  inventory  and 
you  can't  see  what  was  produced  today 
in  any  given  plant,  it's  ludicrous  to  say 
you  manage  globally,"  says  Bob  Bar- 
rett, vice-president  at  Monsanto  Co., 
which  finished  installing  R/3's  accounting 
module  in  July,  1996.  The  software  al- 
lowed Monsanto  to  slash  production 
planning  fi"om  six  weeks  to  three,  trim 
inventories,  reduce  working  capital,  and 
increase  its  bargaining  power  with  sup- 
pliers. Barrett  figures  R/3  saves  the 
company  $200  million  a  year. 


Monsanto  is  just  one  of  scores  of 
behevers.  But  although  it  may  be 
Mercedes-Benz  of  business  software, 
has  its  drawbacks.  R/3  is  a  complex 
of  progi'ams  that  can  take  several  ye 
and  millions  of  dollars  to  roll  out.  It 
quires  far-flung  outposts  of  a  comp; 
to  adhere  to  the  same,  precise  busin 
processes — forcing    a  companyw 
reengineering.  "Implementing  this  t; 
of  software  is  not  a  technological  ej 
cise,  it's  an  organizational  revoluti( 
says  managemient  guru  Michael  H;  ^ 
mer,  president  of  Hammer  &  Co. 

Instalhng  R/3  often  involves  an  ai 
of  consultants  that  can  cost  three  to 
times  the  softwai'e's  price  tag.  A  $20 
lion  industiy  has  grown  up  around  ! 
comprising  consultants,  trainers,  spe*!"- 


AVAILABILITY  Simultaneously,  R/3's  inventory 
software  checks  the  stock  situation  and  notifies  the 
sales  rep  that  half  the  order  can  be  filled  immediately 
from  a  Brazilian  warehouse.  The  other  sneakers  will  be 
delivered  in  five  days  direct  from  ISC's  factory  in  Taiwan. 


i 


c$\  <Sk  <^ 

WAReHOUSej 


n ORDERING  A  sales  rep  from 
International  Sneaker  Co. 
takes  an  order  for  1,000  shoes 
from  a  Brazilian  retailer.  From 
her  portable  PC,  the  rep  taps 
into  the  R/3  sales  module  back 
at  headquan.ers,  which  checks 
the  price,  including  any 
discounts  the  retailer  is  eligible 
for,  and  looks  up  the  retailer's 
credit  history. 


MANPOWER 

That's  when  R/3's 
human  resources 
module  identifies  a 
shortage  of  workers  to 
handle  the  order  and 
alerts  the  personnel 
manager  of  the  need 
for  temporary  workers. 


I 
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i  hundreds  of  software  makers 
add-on  progi'ams.  Combine  that 
;  $7  billion  to  $10  billion  in  corn- 
id  networking  gear  that  compa- 
'  each  year  to  run  their  sap  sys- 
id  you  have  a  $30  billion  solar 
"sap's  not  a  company.  It's  an  in- 
says  Katrina  Garnett,  ceo  of 
ads  Software  Inc. 
\YERS.  Companies  ill-prepared 
change  can  wind  up  with  a  dis- 
When  Westinghouse  Electric 
egan  installing  R/3  in  1994,  it 
d  total  costs  of  $65  milhon,  with 
ck  in  2/^  years.  But  some  of  the 
/'s  divisions  resisted  the  change, 
thout  strong  support  ft'om  top 
ment,  the  project  slowed  to  a 
We  purchased  all  the  sap  mod- 
ays  Donald  Janson,  vice-presi- 
r  business  process  analysis  at 
;house/CBS.  "In  some  cases,  we 


PRODUCTION  R/3  s 

manufacturing  software 
;dules  the  production  of  the 
ikers  at  the  Taiwan  factory, 
nwhile  alerting  ISC's 

warehouse  manager 
in  Brazil  to  ship  the 
500  purple  tennis 
shoes  to  the 
retailer.  An  invoice 
gets  printed  up — in 
Portuguese. 


PURCHASING 

R/3's  materials- 
planning  module 
notifies  the 
purchasing  manager 
that  it's  time  to 
reorder  purple  dye, 
rubber,  and 
shoelaces. 


ended  up  not  installing  many 
of  them." 

As  stories  like  Westing- 
house's  surfaced  in  the  mid- 
'90s,  critics  pounced. 
An  April,  1996, 
report  by  For- 
rester Re- 
search Inc.  in 
Cambridge, 
Mass.,  declared 
that  the  rigid  R/3 
software  would 
soon    be  obsolete. 
sap's  stock  plummet- 
ed 9%  in  two  days, 
only  to  come  roaring 
back  when  the  pro- 
jected slide  in  sales 
didn't  materialize. 
sap's    stock   is  up 
140%  this  year,  and 
Forrester  analyst 
Bobby  Cameron  says 
SAP  has  addressed 
many  of  its  problems 
and  is  "heading  in 
the  right  direction." 

The  German  giant 
has  weathered  those  attacks  and 
emerged  even  stronger.  For  the  first 
nine  months  of  1997,  sales  surged  61%, 
to  $2.15  biUion,  with  profits  of  $471  mil- 
lion, up  64%  fi'om  the  year-ago  period. 
That's  a  faster  chp  than"  the  35%-to-40%. 
gi'owth  of  the  overall  enterprise-appli- 
cations market. 

Behind  the  momentum  is  a  realization 
among  corporations  that  they  need  the 
type  of  software  sap  sells  just  to  stay 
competitive.  Many  companies  still  loin  a 
tangle  of  incompatible  software  systems, 
which  cost  industry  some  $100  billion  a 
year  to  create,  update,  and  maintain. 
And  looming  problems  caused  by  the 
yeai'  2000  make  it  even  more  imperative 
to  modernize  aging  systems. 
STRONG  LEAD.  Indeed,  enterprise  ap- 
plications are  emerging  as  a  corpora- 
tion's most  strategic  asset.  "Mi- 
crosoft's applications  are  trivial 
compared  to  sap's,"  says  Hammer. 
Tliat  logic  is  not  lost  on  Plattner  and 
Hopp,  who  are  doing  theii-  best  to  cap- 
italize on  their  lead  and  make  R/3  the 
standard  foundation  for  corporate  en- 
terprise systems.  "It's  their  market  to 
lose,"  says  Eric  Keller,  an  analyst  at 
Gartner  Group  Inc. 

For  the  ultracompetitive  Hopp  and 
Plattner,  ceding  ground  doesn't  come 
easy.  Hopp  will  stop  at  nothing  to  win 
on  the  tennis  comt,  the  golf  coiu-se,  or  in 
the  software  arena.  Even  more  so,  Plat- 
tner revels  in  the  race.  When  the  wind 
blows  outside  sap's  Foster  City  (Calif.) 
offices,  he  gi'abs  his  windsurfing  gear 
and  heads  out  to  do  battle  against  the 
forces  of  San  Francisco  Bay. 


ORDER  TRACKING  The 

customer  logs  on  to  the 
sneaker  company's  R/3  system 
through  the  Internet  and  sees 
that  250  of  the  500  shoes 
coming  from  Taiwan  have  been 
made  and  dyed.  The  customer 
also  sees  there  are  500  orange 
tennis  shoes  in  stock  and 
places  a  follow-up  order  on 
the  Net. 


This  take-no-prisoners  style 
will  be  more  critical  than  ever  in 
the  coming  yeai'.  Although 
smaller  by  leagues,  rivals 
such  as  Baan,  People- 
Soft,  and  J.D.  Ed- 
wards are  on  the 
move.  They  have 
been  buying  up 
niche  players, 
filling  gaps  in 
their  product  lines, 
and  moving  into  cut- 
ting-edge areas  such 
as  supply-chain  man- 
agement. Fresh  off 
its  Sept.  24  initial 
public  offering,  wliich 
raised  $363  million, 
Denver's  J.  D.  Ed- 
wards is  bent  on 
global  exj)ansion.  And 
in  August,  Baan 
jumped  into  the  hot 
customer-manage- 
ment software  mar- 
ket with  its  $275  mil- 
lion acquisition  of 
Amum  Software  Inc. 
For  now,  though,  Oracle  remains  the 
cleai'  No.  2.  The  company  is  developing  a 
new  generation  of  software  applications 
to  work  with  network  computers 
(Nt's) — stripped-down,  low-cost  machines 
that  rely  on  the  server  to  do  the  heavy 
Ming.  Ellison  figiu-es  that  Nfs  will  make 
his  applications  easier  and  cheaper  to 
install — especially  in  factories,  where 
full-blown  PCS  aren't  needed.  The  pro- 
gi'anis  will  work  vrith  a  simple  browser 
and  Sun  Microsystems  Inc.'s  Java  soft- 


InTERNaTIONaL 
SNEAKeR  GOMPANy 


PLANNING  Based  on  data  from 
R/3's  forecasting  and  financial 
modules,  the  CEO  sees  that  colored 
sneakers  are  not  only  in  hot  demand 
but  are  also  highly  profitable.  He 
decides  to  add  a  line  of  fluorescent 
footwear. 
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ware.  "It  gives  us  a  huge 
advantage  over  SAP," 
boasts  Ellison. 

Not  likely,  says  Platt- 
ner.  In  the  past  year,  sap 
has  made  its  R/3  software 
easier  to  set  up — cutting 
installation  time  from  a 
few  years  to  as  little  as  a 
few  months,  "sap  has  so 
many  options,  it  took  a 
high  priest  to  figiu'e  out 
which  ones  to  use,"  says 
analyst  Byron  Miller  at 
Giga  Information  Group. 
Now,  "it  takes  less  of  a  genius."  For 
smaller  companies,  SAP  in  August 
launched  "Ready  to  Run,"  a  scaled-down 
suite  of  R/8  programs  pi-eloaded  on  a 
computer  server. 

SAP  also  is  ))ushing  into  cyberspace.  It 
has  adapted  R/3  to  work  with  the  Net, 
so  companies  can  share  data  with  cus- 


SAP's  Fast  Growth  Spurs  Its  Stock  Price 
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tomei's  and  supplier's.  Applesauce  maker 
Mott's  Inc.  is  using  R/3  to  give  distrib- 
utors access  to  its  network,  so  they  can 
check  the  status  of  orders,  and  eventu- 
ally place  them,  over  the  Net. 

For  a  Goliath,  sap  has  been  quick  on 
its  feet.  "The  challenge  is  to  perma- 
nently question  ourselves,  to  be  awake, 


to  be  agile,  to  learn,"  s'yg 
Plattner.  "When  you  ee 
you  have  to  do  someth  r 
you  have  to  react  quit 
and  not  fight  it." 

Like  the  time  in  1?-? 
when,  in  a  race  from  C 
Town  to  Rio  de  Jant 
the  winds  died  and  Pi 
ner  lost  momentum  in 
final  48-hour  stretch, 
pick  up  speed,  Piatt 
pointed  Morning  Gl 
straight  into  a  stomi— 
rode  the  high-speed  wi 
to  victory,  coming  in  12  hours  aheai 
rivals,  "sap's  abihty  to  correct  coi 
is  a  real  strength,"  says  Giga  Gro 
Miller.  "Wlienever  sap  has  stumblec 
hasn't  fallen."  Just  ask  Ellison. 

By  Gail  Edmoudson  in  Walld 
Germany,  with  Stephen  Baker  in  P 
burgh  and  Amy  Cortese  in  New  Yo 


FOR  $25,000.  PANDESIC  CAN  PUT  A  STARTUP  ON  THE  NET 


When  Intel 
Corjj.'s  mi- 
croproces- 
sor orders  surged 
last  year,  the  chip 
giant  groaned. 
The  problem: 
These  weren't 
big-ticket  orders 
but  lots  of  little 
ones  ft"om  tiny 
clonemakers — in 
India,  China,  and 
elsewhere.  Intel's 
customer  base 
shot  from  1,000 
companies  to 
50,000,  taxing  its 
support  opera- 
tions. The  solu- 
tion, figiu-ed 
Harold  E.  Hughes 
Jr.,  Intel's  director  of  planning  and 
logistics,  was  to  use  the  Internet. 
"We  needed  a  Web  connection  to 
take  orders,"  he  says. 

Then  an  even  bigger  idea  emerged. 
Intel  was  a  customer  of  sap,  which 
was  r-eleasing  a  Net-ready  version  of 
its  R/3  software  for  running  back-of- 
fice operations.  Why  not  bundle  sap's 
software  v\ith  Intel-based  Pc:  servers 
and  sell  tiie  combo  to  companies  that 
wanted  to  do  business  on  the  Web? 
Hughes  broached  the  idea  to  sap  co- 
chairman  Hasso  Plattner,  and  on  Aug. 


PLAHHER:  Quick  to 
approve  a  50-50 
venture 


5,  they  launched  Pandesic, 
a  50-50  joint  ventui-e,  of 
which  Hughes  is  now 
chairman. 

Pandesic's  offer:  For 
.$25,000,  small  and  midsize 
firms  get  everything  they 
need  to  put  their  busi- 
nesses on  the  Net  in  six 
weeks — from  computer 
hardwai'e  to  software  pro- 
grams that  handle  finance, 
shipping,  and  inventory. 
One  reason  Pandesic's 
pr'oduct,  which  shipped  on 
Sept.  30,  is  a  standout  in 
the  crowded  E -commerce 
market  is  its  unusual 
twist  on  pricing.  To  keep 
it  affordable,  Pandesic 
charges  a  small  up-fr-ont 
price  but  takes  a  fee  of 
1%  to  6%  of  a  customer-'s  monthly 
sales.  In  exchange,  the  online  mer- 
chant gets  installation,  training,  up- 
gr-ades,  and  maintenance.  The  tr-ans- 
action  fee  is  a  low-risk  way  for  small 
fry  to  foot  the  expense  of  setting  up 
and  maintaining  their  online  stores. 
SMOOTH  RIDE.  Take  Thin  Blue  Line 
Inc.  The  Canadian  mountain-bike 
maker  intends  to  use  the  Pandesic 
product  to  storm  the  U.  S.  mar"ket. 
"It's  the  lowest-risk  method  of  mar- 
keting I've  seen,"  says  Dan  Rivers, 
vice-pr-esident  at  Thin  Blue  Line.  He 


GROVE 

gives 


figures  that  the 
Net  may  be  able 
to  double  his 
company's  $4  mi! 
lion  in  sales — 
with  the  help  of 
Pandesic.  The 
system,  he  says, 
"solves  all  the 
problems  of  deal 
ing  with  cus- 
tomer's and  ship- 
ments." That 
includes  checking 
availability, 
tracking  orders- 
even  handling 
the  cross-border 
taxes. 

Will  Pandesic 
ever  reach  the 
megasize  of  its 
parents?  Maybe  not.  But  the  Sunny- 
vale (Calif)  outfit  dreams  of  becom- 
ing a  multibillion-dollar  baby.  For 
starters,  it  wants  to  grow  from  five 
customers  today  to  60  by  yearend. 
Internet  sales  are  expected  to  soar 
to  $26  biUion  by  2001,  according  to 
Inter-national  Data  Cor-p.  If  Pandesic 
gets  a  sliver  of  that,  Intel  will  be 
glad  of  the  or'der'  pr'oblems  it  had 
last  year 

By  Gail  Edmondson  in  Paris, 
with  Andy  Reinhardt  in  San  Mateo, 
Calif. 


;  Thr  I iitcniii 
small  companies 
■muscle 


166  BUSINESS  WEEK  /  NOVEMBER  3,  1997 


I 


e  Corporation 


AROUNDS 


)SSING  OUT 
IE  TRASH  AT  BFI 

Tiing-Ferris  is  selling  assets  and  cutting  costs 


uce  E.  Ranck  is  a  reluctant  di- 
ter — grapefruit    and  low-cal 
hakes  make  him  cringe.  But 
t  5  feet  9  inches  and  210 
,  "I'm  always  on  a  diet," 
e  chief  executive  of  Brown- 
ris  Industries  Inc.  (bfi),  the 

second-largest  waste  hauler. 
Fi  is  slimming  down,  too.  After 
lan  a  decade  of  acquisitions-led 
,  the  bloated  $5.8  billion  company 
crash  diet.  Ranck,  a  27-year  bfi 
I,  is  consolidating  operations  to 
osts,  buying  back  shares,  and 

the  brakes  on  further  buys.  Al- 
BFi  today  has  the  worst  retiuTis 
535  billion  trash  industiy,  Ranck 
3S  an  overhaul  that  will  put  it 
top  of  the  heap.  "Our  longer- 
)al  is  the  best  return  on  assets  in 
iness,"  he  says. 

fai'  cry  from  the  bfi  of  old. 

former  CEO  William  D. 
shaus,  the  onetime  head  of 
nvironmental  Protection 
■  who  remains  chairman  of 
ipany,  bfi  was  one  of  the  indus- 
•eat  consolidators.  Much  like  its 
rival.  Waste  Management  Inc., 
w  rapidly  by  snapping  up  local 
ites,  collection  routes,  and  recy- 
isinesses  across  the  coimtiy  and 

From  1991  to  1995,  bfi  lavished 
on  on  acquisitions — buying  as 
3  114  companies  a  yeai".  But  prob- 
?esting  those  deals  have  left  both 
)n  the  sidelines  as  a  new  crop  of 
lators  gobbles  up 
ds  of  companies 
I  Waste  Manage- 
ice  eyed. 
:k  is  an  unusual 
to  reverse  bfi's 
He  was  the  com- 

president  and 
perating  officer 

the  years  that 
illy  acquisitions 
sts  spiraling  out 
rol.  Even  as  bfi 
lying  top  dollar 
ection  routes,  it 


cl 
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AS  BFrS  EARNINGS 
STUMBLE... 


...RANCK  SHUTS 
THE  ACQUISITIONS  FAUCET 


NET  INCOME 


93  '94  '95 
▲  MILLIONS  OF  DOLLARS 


■93  '94  '95 
▲  MILLIONS  OF  DOLLARS 
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failed  to  link  many  to  company-owned 
landfills.  That  left  bfi  paying  ever-high- 
er prices  to  outsiders  to  dispose  of  its 
trash.  At  the  same  time,  bfi  was  charg- 
ing headlong  into  recycUng,  a  Ruck- 
elshaus  favorite.  In  all,  the  company 
spent  some  $300  million  to  build  150 
handling  centers  and  become  the  na- 
tion's largest  recycler. 

But  by  1996,  that  strategy  fell  apart. 
bfi  started  losing  customers  to  lower- 
cost  trash  haulers,  and  recycling  prices 
collapsed.  When  profits  on  recycled  pa- 
per and  glass — which  had  ballooned 
during  the  prior  two  years — disap- 
peared, earnings  went  into  a  tail- 
spin.  After  taking  a  $447  million 
chai-ge,  bfi  finished  the  fiscal  year 
that  ended  in  September,  1996, 
with  a  $101  million  loss  on  sales 
of  $5.8  billion.  By  October, 
Ruckelshaus  was  bumped  up  to 
chairman  and  Ranck  became  ceo. 
"NO  DOUBT."  Now,  the  unlikely  re- 
former is  proceeding  with  the  fei-vor 
of  a  convert.  For  the  year  ended  on 
Sept.  30,  Ranck  shed  $800  million  in  as- 
sets, lopped  off  $400  million  in  capital 
spending,  and  cut  $100  milUon  in  annual 
operating  costs.  Some  1,800  workers 
have  also  been  laid  off.  "Spend  any  time 
with  Bruce  Ranck,  and  there  is  no 
doubt  he  desperately  wants  to  get  this 
right,"  says  Alan  Wilson,  a  vice-presi- 
dent at  Capital  Guardian  Research  Co., 
which  holds  4.1  million  bfi  shares. 

Beyond  cost-cutting,  Ranck  has 
tried  to  rationalize  bfi's  scattered 
assets.  Gone  are  a  big  California 
landfill  that  didn't  align  with 
collection  routes,  as  well  as 
hauling  operations  in  Ohio  and 
Pennsylvania  that  weren't  near  a 
BFI  landfill.  An  LmderperfoiTning  trash 
business  in  Italy  that  bfi  had  taken 
control  of  in  1995  is  also  history.  Al- 
though the  sell-offs  will  lower  1997  rev- 
enues by  about  $400  million,  Ranck 
has  halted  the  slide  in  operating  mar- 
gins. From  9.7%  a  year  earlier,  they 
hit  12.3%  for  the  quarter  ended 
Jime  30.  Salomon  Broth- 
ers Inc.  analyst  P.  J.  Ju- 
vekar  expects  earnings 
to  rebound  to  $331  mil- 
lion this  year  and  rise 
16%  more"  in  fiscal  1998. 

So  far,  Wall  Street 
likes  what  it  sees.  Al- 
though bfi's  laggard 
shares  still  trade  below 
their  June,  1990,  high, 
so  far  this  year  they've 
gained  39%,  to  around 
35.  "The  question  we 
had  was:   Could  this 
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NEC  multimedia  links  the  world. 

A  12-year-olcl  in  New  Zealand  answers  a  question 
asked  by  a  teacher  in  Florida.  IVIeanwIiile,  a  scientist 
studying  tornadoes  in  Ol<lahoma  rapidly  calculates  data 
as  a  funnel  cloud  approaches.   

Whether  you're  right  next  doot 
or  halfway  around  the  world,  NEC  pro- 
vides the  multimedia  tools  you  need  to 
stay  connected. 


Tools  like  wireless 
technologies,  and  powerful 
memory  chips  that  allow  you 
to  process  information  faster. 
As  well  as  imaging  products 
and  international  satellite  systems  that  enable  people 
on  opposite  ends  of  the  earth  to  work  face-to-face. 

You  see,  NEC  has  a  simple  philosophy  about 
multimedia.  We  believe  that  by  bringing  different 
technologies  together,  we  do  something  even  more 
important.  Bring  people  together. 

For  more  information,  call  1-800-338-9549  or 
visit  us  at  www.nec.com.  And  see  what  kind  of  bridges 
we  can  build  for  you. 


just  imagine 
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management  team  with  that  asset  base 
get  those  returns  up?  They've  proven 
it,"  says  Wilson. 

Some  of  the  changes  are  so  simple, 
it's  amazing  they  weren't  done  earlier 
In  the  past,  local  collection  managers 
didn't  have  a  stake  in  increasing  landfill 
revenues,  so  they  didn't  care  if  trash 
went  elsewhere.  In  bfi's  Charlotte 
(N.  C.)  unit,  some  collection  operations 
"may  have  been  putting  50%  or  60%  of 
the  disposal  into  non-BFi  landfills  be- 
cause it  was  convenient,"  says  Tony 
Davies,  the  vice-president  who  overseas 
that  market.  Moreover,  bfi's  fragmented 
approach  encouraged  customers  who 
wanted  one  bid  for  all  trash,  recycUng, 
and  medical  waste  to  go  elsewhere. 
HUB-AND-SPOKE.  Now,  Ranck  wants 
bfi's  110  landfills  and  14,400  collection 
trucks  to  run  hke  a  hub-and-spoke  sys- 
tem. He  views  collection  routes,  cus- 
tomer pricing,  and  landfilhng  as  an  in- 
tegi'ated  system  rather  than  separate 
units.  "The  more  you  feed  into  internal 
landfills,  the  more  profitable  the  system 
becomes,"  says  Gregory  D.  Brenneman, 
a  key  architect  of  the  turnaround  at 


Continental  Airlines  Inc.  and 
a  new  bfi  board  member. 

Still,  the  old  itch  to  buy 
hasn't  entirely  disappeared. 
Ranck  calls  the  current 
streamlining  temporary. 
"This  is  an  opportunity  to 
get  our  house  in  order  be- 
fore the  next  gi'owth  phase," 
he  insists.  For  now,  Ranck 
says  he'll  tread  lightly  with 
acquisitions,  preferring  small  "tuck-in" 
purchases  that  add  to  mai'ket  share  in 
existing  markets — not  the  Pac  Man 
style  of  bfi's  past.  "Internal  growth  will 
have  to  play  a  larger  role,"  he  says. 

Yet  even  if  the  changes  dehver  rev- 
enue gi'owth,  Ranck  concedes  that  "we 
should  be  gi'owing  the  bottom  line  at  a 
rate  faster  than  the  top  line."  And  else- 
where, he  still  has  plenty  of  work.  Op- 
erating margins  remain  just  one-third 
those  of  rival  usA  Waste  Services  Inc. 
and  about  half  those  of  Waste  Manage- 
ment, owing  largely  to  bfi's  big  bet  on 
I'ecycling.  It  overbuilt  recycling  center's 
and  loaded  up  on  long-tenn  contracts. 
The  idea  was  to  price  recycling  low 


enough  to  capture  p; 
glass,  and  plastics;  bf 
ured  it  would  profit  h\ 
seUing  the  materials. 

That  strategy  woi 
when  paper  went  for 
a  ton,  not  the  current 
Ranck  hopes  to  pers^ 
customers  to  rewrite  i 
contracts — even  thi 
many  don't  expire 
1999.  In  the  meantime,  he's  closiii 
recychng  centers. 

A  bigger  challenge  will  be  globa 
erations.  Although  bfi  sold  off  its  Itis 
business,  its  German  and  Spanish  ir 
remain  in  the  dumps.  Now,  Ranck  i 
show  that  he  can  export  his  cost-cui. 
and  return-on-assets  strategy  to  }^ 
rope.  "I  think  North  America  has  fe 
gion  [but]  it  has  to  go  across  theK 
lantic,"  says  James  Miles,  a  portsi 
manager  at  Hotchkis  &  Wiley,  a  Ma- 
Lynch  &  Co.  unit  that  holds  2.8  mSi 
BFI  shares.  So  look  for  Ranck  to  1^ 
hawking  his  diet  plan  to  the  pilsneru 
Wiener  schnitzel  crowd. 

By  Gary  McWilliams  in  Hon 


OVERLOOKED 
Some  recent  fixes 
are  so  simple,  it's 
amazing  they 
weren't.done  earlier 
— such  as  routing 
collections  to  end  at 
BFI-owned  landfills 


WHY  USA  WASTE  IS  BEATING  THE  BIG  BOYS 


John  E.  Drury  is  spending  big  to 
turn  USA  Waste  Sei-vices  Inc. 
fi'om  a  regional  player  into  the 
nation's  thiitl-largest  trash  company. 
Already  this  year,  he  has  gobbled  up 
enough  deals  to  add  nearly  $1  billion 
in  revenues.  The  biggest:  a  $2.5  bil- 
lion stock  swap  with  United  Waste 
Systems  Inc.,  which  will  propel  the 
Houston  company's  revenues  to  $2.4 
billion  this  year  from  just  $10  million 
six  years  ago. 

But  don't  expect  Drary  to  suffer 
the  moiTiing-after  hangover  that's 
dogging  rivals  Waste  Management 
Inc.  and  Browning-Ferris  Industries 
Inc.  (BFI)  after  their  buying  binges. 
A  former  bfi  president  who  quit  in 
1991  in  a  dispute  over  strategy  with 
then  CEO  William  D.  Ruckelshaus, 
Drury  has  the  advantage  of  being 
able  to  avoid  his  own — and  others' — 
past  mistakes.  The  industry  giants 
acquir-ed  ever-ything  they  could  get 
their  hands  on  through  the  mid- 
1990s,  paying  too  little  attention  to 
turning  them  into  coherent  and  prof- 
itable businesses. 

Drury  and  his  team  "lear-ned  the 
business  elsewhere  and  are  taking  it 
to  the  next  level,"  says  Williams 
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MacKay  Jordan  &  Co.  analyst  Mel- 
ville Cody. 

In  the  two  years  since  he  joined 
USA  as  chief  executive,  Drury  has  re- 


CLEANING  UP 
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built  it  ar-ound  the  industry's  new 
golden  nile:  Adding  collection  r'outes 
that  feed  your  own  landfills  is  the 
route  to  sure  profits.  So,  while  bfi's 
hodgepodge  of  acquisitions  means 
that  it  must  pay  others  to  bury  70% 
of  its  trash,  .55%  of  USA's  collection 
r-outes — an  industry  high — end  at  a 
company-owned  landfill.  And  Dr-ury 
expects  that  per-centage  to  hit  60% 
by  yearend. 


USA's  concentration  is  paying  off. 
Analyst  Cody  expects  ear-nings,  dri- 
ven by  continued  acquisitions,  to 
sur-ge  89%,  to  $.538  million  next  yea 
fi'om  a  projected  $385  million  this 
year.  Investors  have  rewar'ded  Druj 
with  best-in-the-industry  share  ap- 
preciation. The  stock  is  up  33%  this 
year,  to  around  41,  after  soaring  70' 
last  year-. 

WINDOW.  Of  course,  USA  has  had  on 

big  advantage:  It's  meticulously  as- 
sembhng  assets  while  the  industry'^, 
two  leading  consolidators  are  side- 
lined sorting  out  the  problems  creai 
ed  by  earlier  buying  sprees.  But 
Michael  E.  Hoffman,  environmental 
ser'vices  analyst  at  Credit  Suisse 
Fir'st  Boston,  war-ns  that  Waste  Ma- 
agement  and  Bi'owning-FerTis  won' 
stay  out  of  the  game  for-ever-.  "Both 
will  gener-ate  the  fi-ee  cash  that  wil 
put  them  back  to  making  acquisi- 
tions," Hoffman  says — perhaps  as 
early  as  next  year-.  That's  likely  to 
push  up  the  pr-ice  of  acquisitions.  B: 
even  if  Hoffman  is  right  and  the  hi; 
boys  get  back  in  the  game,  count  o 
Drur-y  to  keep  playing  by  the  new  , 
golden  rule.  | 
By  Gary  McWilliams  in  Houstom 
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ingratulations  to  the  winning  teams  of  the 
'97  Chase  Corporate  Challenge®  Series, 
10  come  from  a  field  of  more  than 


iO,000  mnners 
2,  nearly  6,000 


represent- 
companies. 


ur  competitive  spirit  continues  to  show 
at  a  company's  success  can  be  measured 
the  finish  hue  as  well  as  the  bottom  hne. 

lASE.  The  right  relationship  is  everything. 


1997  Chase  Corporate  Challenge®  Championship 
First  Place  Qualifying  Teams 
Men's,  Women's  and  Coed  Divisions 


Advocate  Healthcare 
American  Home  Products 
Andersen  Worldwide 
Arthur  Andersen 
AT&T 

Beniamm  Rush  Center 
Brookhaven  National 

Laboratories 
Bundeskrimmalamt 
Comcast 
Corning,  Inc. 
Crouse  Health 
Deutsche  Bank  AG 
Digital  Equipment 
Eastman  Kodak  Co, 
ENSR 

General  Electric 
HBO  &  Co 


Hewlett  Packard 
Hyde  Athletic  Industries 
IBM  Corporation 
J,  Brown/LWlC  Group 
Lockheed  Martin 
Lucent  Technologies 
Marine  Midland  Bank 
Mercy  Hospital  System 
Midland  Bank  HSBC 
National  Westminster  Bank 
National  Fuel  Gas 
NationsBank 
New  York  City  Fire  Dept 
New  York  Road 

Runners  Club 
New  York  Hospital- 
Cornell  Medical  Center 


New  York  City  Board 
of  Education 

Oracle  Corporation 

Pfizer  Inc,/ 

Central  Research 

The  Prudential 
Insurance  Co, 

Rodale  Press 

Royal  Mail  Letters 

RPI 

Suffolk  County 

District  Attorney 
U  S  Postal  Service 
UC  San  Francisco 
United  Parcel  Service 
The  Vanguard  Group 
Winston  &  Strawn 
Wyeth-Ayerst 


Chase  Sponsored  Events  at  Madison  Square  Garden  MM 

Chase  Championships  of  the  Corel  WTATour 

November  17-23 

Chase  NIT 

November  26  and  28 

Chase  ECAC  Holiday  Festival 

December  26-27 

Chase  IVIillrose  Games 

February  13 

For  ticket  information;  212-465-(VISG1 

Check  local  TV  listing  for  time  and  station. 
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Don't  worry. 
The  stares  will  stop. 
Someday. 


When  everyone, 
or  most,  anyway,  has  one. 

And  the  roads  are  once  again 
flooded  by  a  sea  of  sameness. 

But  for  now,  it's  just  you  and  it. 

Enjoy  the  '■ide.  In  the  electric  car. 


EVl.  From  General  Motors. 
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BOND  PROS:  WHERE  TO  RIDE  OUT 
A  JIHERY  MARKET 


Bond  pros  are  jittery. 
The  bull  market  cul- 
minated in  late  1993 
with  the  30-year  Ti'easury 
bond  yielding  5.75%.  Since 
then,  bonds  have  been  re- 
latively flat,  trading  between 
6.25% "to  7.25%  for  the  past 

two  years.   

But  within 
that  range, 
you  can  still  get  some  stom- 
ach-churning volatility.  In 
fact,  with  the  U.  S.  economy 
deep  into  one  of  the  longest 
economic  expansions  on 
record,  any  news  even  slight- 
ly hinting  at  rising  inflation 
can  send  the  market  into  a 
tizzy.  On  Oct.  8,  when  Feder- 
al Reserve  Board  Chairman 
Alan  Greenspan  said  the 
economy  "has  been  on  an  un- 
sustainable track,"  bond 
prices  plunged,  pushing  the 
long-bond  yield  up  15  basis 
points,  to  6.37%,  in  one  day. 
Days  before,  tensions  be- 
tween Iran  and  Ii'aq  sparked 
fear  of  rising  oil  prices  and 
another  yield  upsurge. 

In  these  turbulent  times, 
what's  a  fixed-income  investor 
to  do?  Bonds  belong  in  near- 
ly everyone's  portfolio  to  add 
current  income  and  offset  the 
risk  in  the  equity  portion  of 
the  holdings.  Because  it's  dif- 
ficult to  buy  small  lots  of 
bonds  to  build  a  diversified 
portfoho  in  the  $21.5  trillion 
market,  most  individuals  pre- 
fer to  stick  with  bond  funds. 
NEAR-TERM  BEARS.  And  what 
are  the  top  fund  managers 
doing  now?  A  BUSINESS  week 
survey  of  25  of  the  nation's 
best-performing  bond  fund 
managers  finds  that  the  ma- 
jority were  bearish  in  the 
short  term  Imt  bullish  in  the 
long  term.  Many  say  they 
could  see  higher  bond  prices 
and  the  yield  on  30-year 
Treasuries  falling  to  the  5%- 


INVESTING 


to-5.75%  range  in  the  next 
three  to  five  years.  Most  ex- 
pect the  Fed  to  raise  rates 
moderately,  by  a  quarter 
point,  from  the  current  5.5%, 
in  the  next  six  to  nine 
months.  This  would  be  in  re- 
sponse to  an  expected  slight 

  rise   in  the 

inflation  rate, 
now  2.2%. 
Their  buying  strategy  now 
is  to  stick  with  the  highest- 
quality  corporate  issues  and 
U.  S.  government  and  agency 
bonds.  That  should  tide  them 
over  until  the  economy  slows 
a  bit  and  the  market  rallies, 
perhaps  in  late  1998.  If  this 
consensus  is  correct,  and  you 
can  stand  some  volatility 
while  the  market  sorts  things 
out,  it  may  not  be  a  bad  time 
to  buy  bonds  or  funds  now 
for  the  long  term. 

To  find  the  top  bond  fund 
managers,  we  asked  Morn- 
ingstar  to  search  for  the 
highest  five-year  total 
annualized  returns  in 
three  classes  of  bond 
funds:  corporate,  gov- 
ernment, and  municipal. 
We  looked  at  two  time 
ft'ames  for  each  group: 
long  term  (maturities  of 
10  years  or  more)  and 
intermediate  term  (4  to 
10  years). 

After  culling  the  best 
performers  in  the  six 
categories,  we  picked 
those  funds  with  man- 
agers who  have  been  on 
the  job  four  years  or 
more  and  earned  Morn- 
ingstar  ratings  of  three 
stars  or  better  (table, 
page  178).  While  most 
funds  earned  four  or  five 
stars  for  their  perfor- 
mance after  adjusting 
for  risk,  the  highest-rat- 
ed long-term  govern- 
ment funds  had  only 


three.  That's  because  these 
funds  are  highly  volatile  rela- 
tive to  the  rest  of  the  bond 
fimd  universe,  since  they  inii-- 
ror  interest-rate  swings.  We 
interviewed  thi'ee  to  five  of 
the  top-performing  10  man- 
agers in  each  category  and 
asked  them  to  forecast  the 
30-year  Ti'easury  yield  and 
federal  funds  rate  through 
1998,  as  well  as  the  inflation 
rate  and  estimated  low  yield 
on  the  long  bond  over  the 
next  five  years. 

For  our  best  buy  list,  we 
eliminated  funds  that  were 
closed  to  new  investors, 
chai'ged  loads,  had  12b-l  mai"- 
keting  fees  and  annual  ex- 
penses a  lot  higher  than  the 
average  for  each  group,  or 
required  an  initial  investment 
of  more  than  $5,000  (table). 

Some  bond  bulls  think 
Greenspan's  micromanage- 
ment  of  inflation   will  be 


enough  to  cool  the  econ 
"There  is  the  potential  t( 
inflation  around  zero  t( 
long  enough  to  drive  1 
teiTii  bond  rates  down  ti 
in  the  next  two  to  t 
years,"  says  Fredrick  Q 
feld,  manager  of  the  Ai 
can  Express/iDS  Bond  F 
"But  first,  we  need  an 
nomic  slowdown  to  take 
tie  fi'oth  out  of  the  systt 
Other  bond  bulls  sug 
the  market  can  rally  wit 
an  economic  downdi-aft.  ' 
contend  the  U.  S.  can  co 
ue  to  see  strong  growth 
low  inflation.  "The  infl; 
rate  today  is  the  same 
was  in  the  1960s,  but 
long-bond  yields  then  \ 
100  basis  points  lower,'' 
bond  bull  Tom  Kenny,  d 
tor  of  the  Franklin  muni 
bond  department,  adding 
we  can  return  to  that  ] 
with  no  trouble.  He  ai- 
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;reased  compe- 
in  the  global 
ly  makes  com- 

reluctant  to 
irices,  because 
16  else  could 
leir  products 
heaply. 

competitive 
r-all  will  re- 
inflationary 
res  and  pro- 
isinflation  and 
ome  deflation, 
avid  Baldt,  di- 
jf  fixed  income 
irgan  Grenfell 

Management, 
'ould  result  in 
d  rally  with 
ields.  "Periods 

deflation  indi- 
stronger  bond 
,"  agrees  An- 
Engel,  a  re- 
analyst  at  the 
>ld  Group,  an 
ident  economic 
:h  Arm  in  Min- 
s.  He  studied 
lelds  and  defla- 

periods  going 
)4  years. 

;  also  note  that  Trea- 
are  in  demand  in  the 
nd  overseas  at  a  time 
upply  is  dwindling  be- 
f  the  shiinking  federal 


Fund  Buys 


These  bond  funds  have  no  loads  and  low  expenses  and  are  rated  three 
stars  or  better  by  Momingstar  Inc.  They  all  have  initial  investment 
requirements  of  $5,000  or  under 


FUNDS 

■  LONG-TERM     ■  INTERMEDIATE 

TOTAL  RETURN* 
5-YEAR 

EXPENSE 
RATIO 

BUYING 
STRATEGY 

■  LOOMIS  SAYLES  BOND 

14.02% 

0.75 

U.S.  Treasuries,  New  Zealand  debt 

■  CGM  FIXED  INCOME 

11.82 

0.85 

Less  than  50%  In  bonds 

■  STRONG  CORPORATE 

10.61 

1.00 

Media  and  cable  credits 

■  MAS  SPECIAL  PURPOSE** 

8.89 

0.49 

Yankees***,  commercial  mortgages 

■  VANGUARD  FIXED  INCOME  LTTREAS 

8.68 

0.25 

15-  to  30-year  Treasuries 

■  DREYFUS  100%  USTREAS.lt 

6.98 

0.80 

Older  30-year  Treasuries 

■  SMITH  BREEDEN  INTERM  DUR.  GOV. 

7.44 

0.88 

U.S.  government  issues 

■  VANGUARD  FIXED  INCOME  GNMA 

6.86 

0.27 

GNMAs,  11-year  average  life 

■  EXCELSIOR  LONG-TERM  TAX  EXEMPT 

8.98 

0.77  Very  high-quality  credits 

■  T.ROWE  PRICE  TAX-FR  HI-YLD 

7.64 

0.79 

Potential  upgrade  candidates 

■  USAA  TAX-EXEMPT  INTERM-TERM 

6.90 

0.37 

Investment  grade,  5%  high-yield 

■  VANGUARD  MUNI  INTERM-TERM 

6.78 

0.20 

High-quality  10-  to  17-year  issues 

But  bond  bears 
such  as  Robert  Rod- 
riguez, manager  of 
FPA  New  Income, 
thinks  inflation,  inter- 
est rates,  and  yields 
are  on  the  way  up. 
"For  the  long  bond  to 
move  below  6%,  we 
would  need  to  have  a 
major  structural 
change,"  such  as  rein- 
ing in  entitlement 
outlays  and  continued 
low  inflation.  He  re- 
cently put  10%  of  his 
$500  million  fimd  into 
Ti'easury's  Inflation 
Protection  Securities 
(TIPS),  the  Tr-easury 
Dept.'s  "inflation-in- 


dexed 

duced 

"It's 

move, 

riguez. 


bonds  intro- 
last  January, 
a  defensive 
says  Rod- 
who  expects 


*As  of  Sept,  30 

**An  institutional  fund  sold  to  retail  investors  through  Jack  White  &  Co.  and  Charles  Schwab  at  minimal  transaction  fees 
***Dollar  debt  of  foreign  companies  data  morningstar  inc 


deficit  and  lower  financing 
needs.  U.  S.  Ti'easuries  look 
attractive  from  a  global  per- 
spective. Yields  for  long 
bonds  in  Germany  and  Japan 
are  5.5%  and  l.fi%,  respec- 


tively, compared  with  6.4%- 
for  the  U.  S.  long  bond.  "In- 
creased demand  could  drive 
long-bond  yields  lower,"  says 
Daniel  Fuss,  manager  of 
Loomis  Sayles  bond  fund. 
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7%  long-bond  yields 
and  3%'  inflation  in 
the  next  18  months. 
PALTRY.  Indeed,  near- 
ly all  the  pros  polled 
agreed  it's  extremely 
difficult  to  find  value  in  bonds 
right  now.  They  are  especial- 
ly concerned  that  yields  on 
junk  and  other  lower-quality 
bonds  are  no  longer  high 
enough  to  compensate  for 
their  risk.  Take  two  recent 
issues.  One  was  a  below-in- 
vestment-gi'ade,  unrated  se- 
curity brought  to  market  by 
the  New  Jersey  Economic 
Development  Authority  for  a 
retu'ement  community.  It  was 
priced  to  yield  6.08%.  The 
other  was  an  AAA-rated 
Alaska  State  Housing  Fi- 
nance Corp.  bond  priced  to 
yield  5.8%-.  That's  a  jmltry  28 
basis  points  between  the  junk 
and  the  high-grade  credit. 
The  spread  differential  a  year 
ago  was  100  basis  points. 
"When  spreads  are  this  nar- 
row, there  isn't  much  advan- 
tage to  buying  anything  but 
Ti-easuries,"  says  William 
Gross,  manager  of  the  Pacific 
Investment  Management  To- 
tal Return  fimds. 

Other  bond  fimd  managers, 
however,  are  more  sanguine 
than  Gross  about  finding  val- 
ue. Jeffrey  Koch,  manager  of 
the  Strong  Corporate  Bond 
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The  digital  age 
liasn't  created  a 
paperless  society. 
Just  a  revolution 
in  paper. 


It's  been  suggested  since  the  flawn  of  t 
computer  age.  A  future  in  wliich  everyt 
worlli  Ivnovving  is  accessible  on  screen 
But  as  it  turns  out,  people  don't  just  w 
information  at  tlieir  fingertips.  They  w( 
on  their  Imgertips.  They  want  to  be  abl 
touch,  fold  and  dog-ear;  to  fax,  copy  and 
to:  scribble  in  the  margins  or  post  proi 
on  the  refrigerator  door.  And,  above  all, 
want  to  print  out  -  (luickly,  flawlessly  . 
in  vibrant  color. 

So  today,  as  people  require  more  (an( 
more  t>pes  of)  paper  than  ever,  our  resf 
centers  are  responding  with  new  papt 
for  home  and  business. 
Printing  papers  such  as  our  llanimermi 
brand  Jet  Print  Ultra®  are  one  example, 
enable  anyone  with  an  ink  jet  printer  to 
with  the  sort  of  brightness  and  smoolhn 
you'd  expect  from  fine  magazines. 
The  intiDduction  of  a  lightweight  paper 
Accolade®  is  another  example.  It  resul 
superior  printing  quality  for  catalogs, 
magazines,  brochures  and  the  like,  at 
cost  for  paper  and  i)ostage. 
From  printing  paper  to  fine  art  paper  I 
digital  photography  paper,  we're  comn 
to  providing  the  "Paperless  Society"  wi 
all  the  |)aper  it  needs. 

INTERNATIONAL^^  PARI 

We  answer  to  the  world,  i 


\\A\\\.i|iap('r.(^(im 
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Personal  Business 


The  Mavens  Scope  Out  Bonds 


To  get  an  idea  of  where  interest  rates  and  inflation  may  be  headed,  BUSINESS  tt'EEK  interviewed  25  managers  of\ 
bond  mutual  funds  rated  three  stars  or  better  by  Morningstar  Inc.  Here  is  a  sampling  of  their  forecasts 


NAME/FUND 


LONG  BOND  YIELD 


FEDERAL  FUNDS  RATE 


5-YR.  EST.  LOW  5-YRI 


0EC.'97 

JUN.  '98 

DEC.  '98 

.  DEC,'97 

JUN.  '98 

DEC.  '98 

ON  L0N6  BOND 

INFLM 

ROBERT  RODRIGUEZ 

FPA  New  Income 

6.60% 

6.80% 

7.00% 

5.50% 

5.75% 

5.50% 

6.00% 

m 

FRED  QUIRSFELD 

Amex/IDS  Bond 

6.50 

7.00 

7.25 

5.50 

6.25 

6.50 

5.00 

2.(1 

DANIEL  FUSS 

Loomis  Sayles  Bond 

6.50 

5.90 

5.30 

5.75 

4.50 

4.75 

5.00 

2.(1 



PAUL  KAPLAN 

Vanguard  GNMA 

6.25 

6.00 

6.00 

5.50 

5.00 

5.00 

5.00 

2.(' 

KENT  NEWMARK 

Loomis  Sayles  US  Govt 

6.50 

6.25 

6.25 

5.50 

5.25 

5.25 

6.00 

ROBERT  AUWAERTER 

Vanguard  LT  US  Treas. 

6.75 

7.00 

NA 

5.50 

6.00 

NA 

6.00 

WAYNE  GODLIN 

Van  Kampen  Am  Cap  Hi  Yld 

6.50 

6.25 

6.00 

5.50 

5.75 

5.75 

5.50 

CLARK  WAGNER 

Executive  Investors  Tax  Exempt 

6.50 

6.25 

6.00 

5.50 

5.75 

5.75 

5.50 

NA  =  Not  available 
fund,  is  buying  higher-gi'ade 
junk  bonds  that  he  expects 
will  be  upgraded  to  invest- 
ment quality.  Among  those 
are  Teekay  Sliipping  and  Fre- 
senius  Medical  Care.  "There 
is  significant  price  apprecia- 
tion when  bonds  cross  over," 


says  Koch.  Loomis  Sayles's 
Fuss,  meanwhile,  recently  in- 
vested in  Canadian  provincial 
and  New  Zealand  govern- 
ment debt.  "The  currencies 
are  cheap,  and  the  yields  are 
higher,"  says  Fuss.  He's  also 
looking    for    higher  yield 


among  stronger  companies 
that  are  surviving  the  cur- 
rency crash  in  Southeast 
Asia.  "But  you  have  to  be 
careful,"  he  says. 

Of  coiu'se,  what  these  bond 
managers  do  as  portfolio  di- 
rectors may  be  difficult  for 


DATA:  BUSINESS  WEEK  Si 

you  to  emulate.  But  wh' 
you're  interested  in  bui 
your  own  bond  fund  poii 
or  choosing  a  mutual  : 
you  should  invest  for  th< 
term.  Pros  don't  expec 
market's  whiplash  volai 
to  last  forever.  Toddi  G, 


SMART  MONEY 


TEMPTING 
TEMP 
STOCKS 

Remember  the  Kelly 
Girl,  that  young, 
smiling  temp  who 
graced  reception 

desks  in  ads  for  Kelly  Ser- 
vices? That  outdated  image 
is  long  gone,  but  temps  are 
all  over  the  office  these 
days.  The  temporary-help 
industry  is  booming  as  com- 
panies worldwide  tiy  to  cut 
labor  costs  by  keeping  their 
staffs  lean.  With  annual  in- 
dustry revenues  rising  about 
20%  since  1992,  temp' stocks 
are  a  tempting  investment. 

While  many  of  these 
stocks  are  trading  near  12- 
month  highs  (table),  some 
pros  think  it's  not  too  late  to 
buy.  But  you  have  to  choose 
outfit,^  with  room  to  grow. 
The  best  strategy  is  to  steer 
clear  of  old-line  companies, 
such  as  Kelly,  that  offer 
mostly  clerical  or  industrial 


temps.  These  workers  are 
generally  the  first  sacked 
when  the  economy  slows. 
Rather,  opt  for  concerns  pro- 
viding essential  services — 
such  as  tech  experts  who 
can  help  companies  upgrade 
computer  systems  to  over- 
come year-2000  problems. 
MILLENNIUM  HELP.  One  such 
provider  is  Tampa-based  Ro- 
mac  International,  a  $95  mil- 
lion company.  In  addition  to 
crafting  millemiium  so- 
lutions, Romac  temps 
design  databases  and 
develop  software.  In  the 
past  six  months,  Ro- 
mac's  stock  has  about 
doubled  to  19M.  But  an- 
alyst Brian  Keanis  at 
Smith  Barney  thinks 
Romac's  gi'owth  rate 
and  high-end  services 
will  fuel  further  share- 
price  appreciation. 
Wall  Street  has  re- 


warded some  fast-growth 
staffing  companies  for  their 
aggressive  acquisitions.  Take 
AccuStaff,  a  five-year-old 
Jacksonville  (Fla.)  company 
that  has  bought  73  rivals. 
Since  its  first  public  offei'ing 
in  1994,  at  10k;,  AccuStaff 
stock  has  split  tvdce,  and 
management  has  floated  an 
additional  15  million  shares. 
It  stock  now  trades  at 
around  29. 

Pui'chasing  high-flying 
specialty  temp  firms  can  be 
risky,  says  John  Wakeman, 
manager  of  the  T.  Rowe 
Price  Capital  Opportunity 
Fund.  Many  big  temp  users, 
such  as  Coca-Cola  and  ibm, 
prefer  agencies  that  can 
provide  one-stop  shopping. 


Hot  Times  for  Temps 

STOCK 

P-E 

COMPANY 

PRICE* 

52-WEEK  HIGH 

RATIO** 

ACCUSTAFF 

28)< 

32 

29 

CORESTAFF 

3114 

35K 

33 

MANPOWER 

WA 

20 

NORRELL 

'.m 

36%; 

25 

ROMAC 

23';^ 

24 

INTERNATIONAL 

Oct.  20 


**Estimated  1997  earnings 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


So  if  you're  worried  that; 
specialty  fii'm  might  fizzL; 
look  instead  at  one  of  th« 
big  providers  such  as  Nr 
rell  Services,  whose  temf- 
do  everything  from  accoi 
ing  to  filing.  Norrell  evei 
operates  phone  centers  f 
UPS,  saving  the  shipper  tt 
expense  of  hiring  full-tin 
people  with  benefits.  Su' 
relationships  have  booste 
Norrell's  earnings  per  sh 
an  average  of  45%  annus 
in  the  past  thi'ee  years 

Temp  providers  are  al 
busy  overseas.  Manpowe 
generates  two-thirds  of  i 
revenues  abroad,  mostly 
Britain  and  France.  Thai 
poses  it — and  investors- 
currency  risks.  In  Octobi 
Manpower  linked  ai 
announcement  of  fls 
earnings  to  currenc 
fluctuations.  Its  sto( 
price  had  already  ti 
bled  more  than  20'% 
since  early  August, 
no  one  doubts  that 
over  the  long  haul, 
companies  abroad  vJ 
be  every  bit  as  will  g 
to  take  on  temps  as 
their  Ameiican  cou; 
terparts.  Lisa  Sana 
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The  world's  biggest  name  in 
wireless  technology  announces  the 
world's  smallest  business  merger 


ntroducing 
AT&T  PocketNet™  Service 


Merging  just  the  information  you  need  from  your  office-your  e-mail,  calendar,  address 
book  and  more-into  one  wireless  phone,  with  the  convenience  of  easy  dialing. 

magine  the  key  information  you  really  need  from  your  office,  right  there  in  your  pocket.That's  AT&T  PocketNet^'^ 
service-the  world's  first  wireless  voice  and  information  service  in  one.  Now  you  can  have  real-time  access  to 
/our  e-mail,  your  calendar  and  your  address  book  directly  from  a  wireless  phone.  Stay  on  top  of  your  time- 
sensitive  e-mail.  Manage  your  calendar  with  up-to-the-minute  accuracy  Access  useful  information  from  sources 
ike  ABCNEWS.com,  Bloomberg,  ESPN  SportsZone^'^ and  lnfoSpace.com.  All  while  you're  on  the  road. 
AT&T  PocketNet  service.  For  such  a  small  business  merger  it's  quite  a  big  deal.  Stop  by  an  AT&T  Wireless  Services  store 
for  details  or  visit  our  web  site  for  an  on-line  demo. 

AT&T  Wireless  Services 
I  888  DATA  ATT  ext.  207 

I  888  328-2288  ext.  207 


www.att.com/pocketnet/ 


all  within 


your 


reach 


AT&T 


©I  997  AT&T  AT&T  and  PocketNet  are  trademarks  of  AT&T  Corporation  All  other  trademarks  mentioned  herein  are  the  property  of  their  respective  owners. 


CPAs  know  a  lot  aLout  success. 


Yc 


ours. 

In  business,  insight,  perception,  and  l<nowledge 
can  be  powerful  tools. 

But  only  if  you  know  how  to  harness  them. 

Across  California,  business  owners  and  managers 
are  recognizing  that  their  CPAs  have  tremendous  - 
sometimes  untapped  --  reservoirs  of  understanding 
about  the  clients  they  serve. 

In  fact,  your  CPA  is  ready  and  able  to  contribute  to  your 
company's  success  in  more  ways  than  you  might  imagine. 


A  lot 


more. 


Consider  the  Santa  Ana  manufacturer,  installing  a  new 
computer  system  to  handle  financial  management.  He  asked 
his  accountant  to  look  into  how  best  to  set  up  the  software  to 
manage  tax  reporting  --  and  ended  up  learning  how  vulnerable 
the  company  was  to  unauthorized  online  access  through  the 
Internet.  The  CPA,  it  turned  out,  had  another  expertise  to  offer, 
this  one  in  systems  security. 

Or  ask  the  Oakland  real  estate  firm  that  brought  a  lawsuit 
against  a  contractor.  To  support  its  damage  claims,  the 
realtor's  CPA  prepared  a  thorough  study  of  the  issues  involved. 
In  court,  the  detailed  work  proved  persuasive,  and  the  real 
estate  firm  won  its  full  damage  claim. 

Or  put  yourself  in  the  place  of  the  small,  independent  film 
production  company  based  in  Burbank.  Lacking  knowledge 
and  experience  in  cash  management,  accounting  systems, 
and  payroll  matters,  the  company  relies  on  its  CPA  as  its 
outside  controller.  Her  consulting  experience  with  other 
clients  makes  her  a  valuable  source  for  solving  a  range 
of  other  management  problems. 


California  Certified  Public 
Society  Accounlants 


visit  us  at  www.calcpa.org  or  call  1  -800-9G\LCPA 


Computer  data  protection? 
Litigation  support? 
Strategic  advice? 


F 


rom  a 


CPA? 


YOU  BET. 

Today's  CPAs  are  proficient  in  a  diversity  of  business 
and  management  fields.  From  long-range  planning  to 
making  sense  of  the  Internet  to  managing  a  company's 
day-to-day  financial  health. 

California  CPAs  have  branched  out  into  new  areas  of 
expertise,  but  with  the  same  objectivity,  independence, 
and  principle-based  decision-making  for  which  they  ha\ 
long  been  admired. 

So  when  you  need  advice  on  any  number  of  business 
issues,  look  to  the  professional  who  already  knows  you 
Your  California  CPA. 

Because  these  days,  your  CPA  knows  a  lot  about  succe 

Yours. 


You  see  numters. 

We  see  opportunities.  cM 


L  Rocking  Chair  Is  A  Piece  Of  Furniture. 

i  IS  I 

Not  a  State  Of  Mind. 


We  know  people  whose  lust  ior  life  has  not  and  will  not  (hniinish  hecause  it's  the  mo^tHIlt^  altn  tlieir 
65th  birthday.  They're  too  busy  putting  the  hnisliing  touches  on  a  book  ot  poems.  Tutonng  underpriv  ile<;ed 
kids  with  their  math.  Learning  the  tango.  Or  taking  acting  classes.  It's  an  outlook  that  works  ratlier 
well  with  ours.  Whether  it's  annuities.  401(k)s,  IRAs.  mutual  funds  or  life  insurance  for  your  familv, 
we've  packaged  a  unique  set  of  tools  to  help  you  realize  your  life's  next  great  exploit.  Which  com<"s 
naturally  when  retirement  isn't  viewed  as  merely  an  end.  But  rathei'  the  way  you've  been  living  all 
along:  passionately.  For  a  free  brochure,  call  1-800 -AETNA-6()  or  visit  us  at  http://vvw\v.aetna.c()m. 


METROPOLI  TAN     TRANSPORTATION     AUTHO  R  I  T  Y 

 '  ^  ■  ■ — — '  — -^i- 

We  Care  ' 
About  Cars,  Too 


While  MTA  is  best  known  for  the 
Metro  Bus  and  Metro  Rail  system, 
our  mission  statement  is  specitically 
directed  toward  the  transportation  needs 
of  "all  Los  Angeles  County  residents." 

And  quite  frankly,  the  majority  of  LA  County  residents  aren't 
users  of  our  public  transit  services.  But  almost  everyone 
uses  the  freeway.  And  though  you  may  not  know  it,  MTA 
has  always  played  a  major  role  in  keeping  this  vital 
component  of  LAs  transportation  network  running 
smoothly. 

For  example,  Metro  Freeway  Service  Patrol,  funded  by  MTA 
&  Caltrans,  has  more  than  140  tow  trucks  patrolling  400 
miles  of  freeway  during  rush  hour  every  day.  They  help 
stranded  motorists,  clear  congestion  and  keep  traffic 
moving.  Last  year,  the  patrol  performed  about  250,000 
assists  ranging  from  changing  flat  tires  to  towing  disabled 
cars  out  of  traffic  lanes  and  off  the  freeway. 


Along  those  same  roadways  Service  Authority  for  Freeway 
Emergencies  (S.A.FE.),  administered  by  MTA,  maintains 
some  4,100  Freeway  Emergency  Call  Boxes  offering  t 
troubled  motorists  a  direct  link  to  the  California  Highway  I 
Patrol.  The  number  of  calls  made  averages  40,000  per  i 
month  or  about  a  call  every  minute  from  someone  stuck  o  I 
the  freeway. 

MTA  is  also  in  partnership  with  Caltrans  to  build  HOV  (Hi( 
Occupancy  Vehicle)  lanes  -  better  known  as  carpool  lane  ■ 
-  throughout  the  county.  The  Harbor  Expressway  on  the 
1-110  Freeway  is  a  notable  example.  By  the  year  2000,  MT  ^ 
and  Caltrans  will  have  constructed  some  200  miles  of 
carpool  lanes  along  the  LA  freeway  system  to  ease  conges 
tion  and  increase  mobility  for  vehicles  carrying  more  than 
one  passenger. 

In  short,  transportation  is  our  business.  And  whether  it's 
cars,  trains,  buses  or  other  modes,  MTA  is  working  hard  fi 
serve  you. 


M  g  T  B  O 


if  you'd  like  to  know  more,  please  call  us  at  1-800-464-21 1 1 , 


8408J^ 


IE  RIGHT 


CAN  MAKE 


YOUR  JOB  EASIER. 


You've  got  a  business  to  run,  a  payroll  to  meet 
and  a  bottom  line  to  think  about.  So  you 
don't  want  to  spend  time  worrying  about  your 
health  plan. 

At  Health  Net,  we  offer  a  Hexibie  range  of 
plan  designs  and  prices  —  HMO,  PPO, 
Point-of-Service,  Multiple-Option  and 
Retiree/Medicare,  in  short,  we've  got  your 
plan  design  covered. 

We  also  work  closely  with  you  and  your 
broker.  So  administrative  headaches  won't  be 
part  of  your  plan. 

And  our  innovative  health  care  has  received 
high  satisfaction  marks  in  a  range  of  categories, 
from  one  independent  assessment  group  after 
another.  Health  Net  Members  enjoy  quality 
preventive  care,  wellness  programs,  life,  vision, 
dental  and  mental  health  benefits.  And  they 
have  access  to  one  of  the  largest  networks  of 
physicians  and  specialists  in  California. 

Health  Net.  When  the  choice  is  easy,  so  is  your 
job.  Visit  our  wellsite  at  www.healthnet.com. 
Call  us  at  1-800-448-4411,  or  call  your  broker. 


Life  with 

E  Health  Net 

178CA3 


Change  goes  in. 
Change  comes  out. 

Year-round,  The  Salvation  Army  takes  the  money  you  give  and  uses  it  to  make 
vvondertul  c  hanges  all  over  the  country.  Last  year  alone,  we  assisted  over  26  million  individuals 

in  a  variety  of  ways.  We  supplied  food  to  the  hungry,  clothing  and  shelter  for  the  homeless, 
sent  (  hildren  to  summer  camp,  provided  relief  for  disaster  victims  across  the  country,  and  much 
more.  Of  course,  we  can't  make  our  contribution  without  yours.  So  give  to  The  Salvation 
Army  now  and  throughout  the  year.  We  promise,  you'll  get  change  back. 


NEED  KNOWS  NO  SEASON. 

www.  Sci  I  v< )  tionc}rniyusci .  org 


178CA4 


Could  some  of  your 
profits  be  hiding  here? 


iiiii^rtir 


When  it  comes  to  solid  waste,  more  may  actually  mean  less  to  your 
hottc^m  line.  Your  company  spends  millions  ot  dollars  each  year  on 
materials,  packaging  and  supplies  that  c]uickly  become  a  mountain  ot 
trash.  Trash  that  can  cut  into  your  company's  profits. 

Some  of  America's  leading  businesses  are  saving  millions  of  dollars  by  reducing, 
reusing,  and  recycling  materials  that  would  otherwise  become  trash.  They're  doing  it 
through  Waste Wi$e,  an  innovative  program  of  the  U.S.  Environmental 
Protection  Agency.  In  one  year  alone.  Waste Wi$e  companies  reduced  VWVSTE 
and  recycleci  enough  material  to  fill  the  Houston  AstrodcMiie  five  times, 
representing  a  big  win  for  cost  savings  and  efficiency. 

Become  a  Waste Wi$e  company.  You  will  receive  assistance  and 
recognition  from  EPA  while  improving  the  environment.  To  find  out 
more  about  this  money-saving  program  please  call: 


oEPA 


1-800-EPA-WlSE 


Work  L.y  P  1  c  a  s  s  o  1  n  o  li  r  les. 
Data  ports  for  t  Ii e  work  on  your  laptop. 

TRULY  STATE  OF  THE  ART. 


Choose  ii  hotel  that  devotes  hiisiiiess  tnnvl 
to  mi  art.  W'eleome  to  I  lyatt,  where  the  satisltietioii 
of         prodiietive  is  eiiriehed  hy  e.xperieiiees  like 
wokiiiy^  up  to  a  great  eiip  oj  eoffee.  l  iiuliiiy, 
reK^ioiial  speeialties  ami  innovative  einsiiie.  or 
enioyiiii^  an  iin'i^ioiiitin^i  workout,  right  iii  the  hotel. 

iiy  ehoosiiig  Hvalt  lousiness  Plan,  voii  get  an 
ample  desk,  eoiitinental  hreaklasl.  Iree  loeal  ealls, 
and  wtiiwtl  aeeess  eharges  lor  eredit  earil  ealls.  ()/ 
eonrse,  you'll  also  find  a  data  port  for 


H  Y  AT  T 


vour  laptop.  So  yon  ean  stay  in  your  network 
e\'eu  when  you're  out  of  the  offiee. 

When  staving  at  Hyatt,  you  ean  earn  free  travel 
on  any  one  of  our  12  glohal  airline  partners, 
or  ill  (lold  Passport,  our  worldwide  Ireqnent 
traveler  program. 

Se.\t  time  you  trawl  on  hiisiness,  ehoose  die  hotel 
that  hriiigs  out  everyone's  hest  work.  Tor  reser\'atious 
eall  Hyatt  at  hS()(>-233-l234.  eontaet  your  travel 
planner,  or  visit  us  at  www.liyalt.eoni. 


 I  ^.^  l  IIH'  I  ly,lll  llUlJl  

liiivcl  Willi  llw  .XmcriL'ilii  ixprcsf  ( .c\rd  diuI  cnioy  Ciintiiiciiihcr  prnilcgcf  like  .\ssiiiC(l  Kcscrvnlioiif  to  giiariiiilcc  vour  room,  even  if  you  arrive  liile."  V 
more  llhiii  1.71)11  irovel  Servn  e  loC(Uioih  m  o]'er  I  Ml  eoiiiilnes. ' '  the  :\nienean  I  xprefS  worliiwiile  nel\v<v'k  eon  olso  tissisl  voii  willi 
Irovel  orriiiiyemeiib,  lellei  pu  k  iiik  iind  Aiiiei  leoii  I  xpref--  Irowlers  (  /;f(/;/c',v  //'s  ^nuirl  I'lifine^f  lo  nifike  llie  . \nierieoii  I  xpress  (  out 
vour  li(n'el  eoiiipiiuion  lo  oppiv  lot  llie  (  unl.  loU  I  SOO- H il  -(  ,\RI >.  or  run  uf  al  ww'w.imieneoiiexpiesf.eonr'  .\sk  vour  Be3<eress 

Iruwl  phiiinei  lor  tiehuh.'  *       till  .m  /  t/ccs  tivnihd'le  lU  nil  liiivel  Serviee  loeniiom  nnd  ore  iuhjeel  lo  loeal  laws  and  eash  avnilabilily.      ^^^^B  Cs 

Hytill  ihilvh  iiihl  Ratlin  imiiiupih^i-^  lialch  iriuiiti\;t-il  Iniiuln^al.  tii  I'pfiiitot  hv  ln'i>  ,t  jHiiuU'  s^mitj)^  fl  icinj'iiuif^  -  I lyatl  (  tirfHiiulioil  and  ih  atfiiltltt'y  iltul  ilflilitiks  of  Hyiltt  InUrllntioiull  t-orpontluin.  i'.i/yy7  Hytltt  Jj 


SE  SPORT  UTES 
STANDOUTS 


le  world  really 
nother  sport- 
vehicle?  More 
0  models  are 

ad  today,  from  the 
Honda  CR-v  to  the 
e  Chevy  Suburban, 
ewest  entrants,  the 

-Benz  mi,m:20  and 


of  most  suvs.  While  the 
squared-off  rear  makes  it  ap- 
pear small,  the  ML320  is 
wider  and  taller  than  its  chief 
rivals,  the  Jeep  Grand  Chero- 
kee and  Ford 
Explorer.  Interi- 
or space  is  comparable  to  the 
competition,  but  the  ML.320 
has  a  bit  more  cargo  capacity. 

Performance  is  what  you 
would  expect  from  a  Mer- 
cedes. The  3.2-liter  V-6  en- 
gine   pushes    out  215 
horsepower,  and  the 
ride   at  highway 
speeds  is  serene. 
It  handles  su- 
perbly in  cor- 
ners, but  the 


AUTOS 


are  on  a  steering-column 
stalk  instead  of  the  dash  is 
beyond  me.  Yet,  all  in  all,  this 
is  one  fine  package — and 
beautifully  priced  at  just  un- 
der $34,000. 

The  Durango,  by  contrast, 
wears  its  blue  collar  like  a 
badge  of  honor.  More  than 
70%  of  its  components  are 
carried  over  from  the  Dodge 
Dakota  pickup  tmck,  and  Du- 
rango sports  the 
same  brawny 
front  end  as  Dakota  and  its 
big  brother,  the  Ram. 

What  makes  Durango  a 
welcome  addition  to  the  suv 
segment  is  its  size.  It  fills 
a  vacant  space — bigger  than 
the  ML820,  Ford  Explor 
er,  and  Chevy  Blazer 
yet  smaller  than 
the  Ford 
Expedition 
and  Chevy 
Tahoe.  Du- 


Durango  is  equipped  vdth 
either  a  5.2-liter  or  a  5.9-Hter 
V-8.  A  3.9-liter  V-6  is  set  to 
come  next  year  The  suspen- 
sion has  been  tuned  to  give 
Durango  a  smoother  ride 
than  Dakota.  It  steers  nim- 
bly and  brakes  sharply,  al- 
though only  the  rear  brakes 
are  antilock.  You  can  easily 
shift  on  the  fly  from  two- 
wheel  to  four-wheel  drive, 
and  during  a  drive  through 
a  rocky  stretch  of  Texas  hill 
coimtry,  the  Diu-ango  handled 
the  steep  trail  with  ease. 

The  interior  has  all  the 
right  stuff.  The  seats  in  the 


New  Kids 
on  the  Block 


0:  NOT  AT  ALL 


MERCEDES  ML320     DODGE  DURANGO 


BASE  PRICE 


$33,950 


$28,025 


THE  DURANGO:  ROOMY 
AND  USER-FRIENDLY 


Dodge  Duran- 
mong  the  most 
uvs  in  the  mar- 
ifferent  as  filet 
md  a  double- 
cheeseburger, 
I  should  satisfy 
s  hungry  for  a 
that  stands  out 

pack.  The  only 
Both  vehicles  are  in 
iply.  The  ML320  in 
is  just  about  sold 
gh  the  end  of  the 
ming  most  buyers 
t  of  several  months. 
,320  looks  and  feels 
other  light  truck 
'he  German  luxury 
stretched  itself  by 
g  its  first  SUV  from 
ither  than  basing  it 
isting  platform.  It 
'  to  build  the  ML320 
factory  in  Alabama. 
(Sign  is  worthy  of 
pointed  star  on  the 
i  ML.320's  rounded 
1  oversized  head- 
!  a  dramatic  depar- 
the  truck-like  looks 


MODEL-YEAR  AVAILABILITY ;  35,000 


115,000 


ENGINE 


SEATING 


NEAT  FEATURE 


3.2-liter  V-6 


5.2-liter  V-8  or  5.9-liter  V-8* 


5  passengers 


8  passengers** 


Full-time 
four-wheel  drive 


Brawny  front  end  borrowed 
from  Ram  and  Dakota 
pickup  trucks 


*3. 9-liter  V-6  available  in  January  **With  optional  $550  third  row 


DATA-  BUSINESS  WEEK 


brakes  on  my  test-drive  ve- 
hicle did  squeal  in  sudden 
stops.  Despite  its  genteel 
road  manners,  the  ML320  is 
no  lightweight  on  ingged  ter- 
rain. It  features  full-time,  all- 
wheel  drive  that  directs  pow- 
er to  the  wheels  requiring 
the  most  traction. 
ELEGANT  TOUCH.  The  interior 
is  both  functional  and  fancy. 
Gauges  are  easy  to  read,  the 
six-way  leather  seats  are  finn 
but  comfortable,  and  wood 
trim  lends  an  elegant  touch 
to  the  dashboard  and  door 
panels.  But  it's  not  perfect. 
Window  and  exterior  muTor 
buttons  are  clustered  in  a 
center  console  rather  than 
conveniently  on  the  door. 
Why  the  headlight  controls 


rango,  vdth  a  $550  option  for 
a  third  row  of  seats,  can  ac- 
commodate eight  passengers. 
And  because  Chrysler  raised 
the  roof  slightly  in  Durango's 
rear,  there  is  more  headroom 
in  the  back  row. 


second  row  fold  neatly  to 
allow  access  to  the  third 
row.  Heat  and  air-condi- 
tioning vents  are  well- 
placed  to  keep  every  rid- 
er comfortable.  Storage  is 
good,  and  gauges  and  con- 
trols are  user-friendly.  At 
a  base  price  of  about 
$28,000,  Durango  offers  a  lot 
for  the  money.  It  and  the 
ML320  prove  that  even  in  the 
most  crowded  segments  of 
the  market,  there's  always 
room  for  well-designed  new 
vehicles.  Bill  Vlasic 


WORTH  NOTING 


■  A  WAY  OUT.  If  you've  been  going  round  and  round 
with  the  tax  man,  set  aside  Saturday,  Nov.  15.  That's 
the  first  of  the  Internal  Revenue  Service's  new  prob- 
lem-solving days  to  resolve  disputes  over  such  issues  as 
whether  you  paid  enough  in  withholding  or  estimated 
taxes.  Each  of  the  agency's  33  district  offices  will  be 
open  from  9  a.m.  to  5  p.m.;  call  ahead  to  see  if  you  need 
an  appointment.  You  can  bring  along  your  tax  preparer, 
plus  papers  supporting  your  case.  Just  don't  expect 
leniency.  Says  iRS  spokesman  Don  Roberts:  "We're  not 
going  to  give  you  a  break." 
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Digital  Economy  Conference 
December  2-3,  1997 
San  Francisco 


In  the  new  digital  age,  a  company's  success  depends  on  its  ability  to  cpntinuousl) 


strategize  and  plan  in  the  face  of  rapid  technological  advances. 


Business  Weeks  1997  Digital  Economy  Conference  will  gather  senior 


executives  from  major  companies  across  America  to  explore  the  dynamic  interaction 


between  information  technology,  business  strategy  and  real-world  results. 


Building  on  the  ideas  and  energy  generated  by  last  year's  highly  successful 


symposium,  the  Conference  is  an  interactive  forum  focused  on  finding,  the 


right  answers  to  the  strategic  questions  raised  by  today's  technology-driven 

*  :  CQtppedng 
m    digital  era 


Tistration  information, 

?call  800.821.1329 

ut  our  web  site  at  www.  husinessweek.  comlexecprogi digital 

ured  speakers 


CRAIG  R.  BARRETT 

President  and  COO 
Intel 


JAMES  F.  MOORE 

Chairmmu  GeoPartners 
Research,  Inc.  CAROL  BAHTZ 

Author,  The  Death  of  CEO  and  Chairman 
Competition  Autodesk,  Inc. 


JOHN  T.  CHAMBERS 

President  and  CEO 
Cisco  Systems,  Inc. 


ANN  WINBLAD 

Managing  Director 
Hummer  Winblad 
Venture  Partners 


DAN  EITINGON 

President 
Global  Support 
Services  Group 
Visa  International 


KIM  POLESE 

President  and  CEO 
Marimba  Inc. 


DANIEL  H.  CASE  III 

President  &  CEO 
Hambrecht  &  Quist 
LLC 


JOHN  NAISBITT 

Author 

Megatrends  Asia 


SCOTT  SHUSTER 

Conferoice  Moderator 
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AT  DO  YOU  GET  ' 
MBHIE  A  GREA 


CO 

.\iOr-S0-GRrA.r  MEDIA 


N 


0  reaction.  No  response.  Nothing.  Because  without  the  right 
media  plan,  no  one-at  least  no  one  who  matters-will  ever  see 
that  wildly  effective  business-to-business  ad.  Business 
Marketing's  Business-to-Business  Media  Strategist  Awards, 
sponsored  by  Business  Weel<,  celebrate  media  planning  that  is 
every  bit  as  creative  as  the  advertising  it  is  meant  to  showcase. 

The  third  annual  gala  awards,  hosted  by  The  Second  City,  will  be 
held  on  November  12  at  Green  Dolphin  Street  in  Chicago. 
Be  sure  to  join  us  for  the  festivities  as  we  honor  some  of  the 
brightest  people  in  the  business.  Call  Farin  Henderson  at 
312-649-5309  to  reserve  your  spot  today! 


BusinessWeek 


Beyond  news.  Intelligence. 


jiness  Week  Index 


JCTION  INDEX 


je  from  last  week:  0.2% 
je  from  last  year:  6.3% 


PRODUCTION  INDEX 

Oct.  U  =127.0 
1992=100 


Feb,  June  Oct 

6  1997  1997  1997 

ex  IS  a  4-week  moving  average 

:tion  index  continued  to  move  up  in  the  week  ended  Oct.  11.  The 
I  index  also  increased  0.8%  to  128.1,  from  127.1.  After  seasonal 
,  steel,  oil.  and  electric  povKer  posted  strong  increases,  while  coal  and 
traffic  made  only  fractional  gams.  Lumber  output  declined.  Auto 
rose  only  0.1%,  and  truck  output  fell,  as  Ward  Communications  reported 
uxury  cars  gained  market  share  in  the  just-ended  1997  model  year. 
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NG  INDICATORS! 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

IICES  (10/17)  S&P  500 

944.16 

966.98 

32.8 

TE  BOND  YIELD.  Aaa  (10/17) 

7.05%  7.00% 

-4.7 

AL  MATERIALS  PRICES  (10/17) 

104.8 

105.1 

-1.9 

S  FAILURES  (10/10) 

NA 

NA 

NA 

ATE  LOANS  (10/8)  billions 

NA 

NA 

NA 

UPPLY,  M2  (10/6)  billions  $ 

4,005.8 

$3,996.3r 

6.0 

LAIMS.  UNEMPLOYMENT  (lO/l  l)  thous 

306 

304 

-10.5 

Standard  &  Poor's.  Moody's,  Journal  of  Commerce  (index;  1990=100), 
serve.  Labor  Dept. 

EST  RATES  1 

LATEST 
WEEK 

FUNDS  (10/21)  5.53% 

WEEK 
AGO 

5.61% 

YEAR 
AGO 

5.19% 

EIAL  PAPER  (10/21)  3-month 

5.59 

5.53 

5.42 

ATES  OF  DEPOSIT  (10/22)  3-month 

5.69 

5.65 

5.41 

RTGAGE  (10/17)  30-year 

7.48 

7.46 

8.09 

BLE  MORTGAGE  (10/17)  one-year 

5.67 

5.73 

5.88 

0/17) 

8.50 

8.50 

8.25 

Federal  Reserve,  HSH  Associates.  Bloomberg 

Financial 

Markets 

PRODUCTION  INDICATORS 

STEEL  (10/18)  thous.  of  net  tons 

LATEST 
WEEK 

2,164 

WEEK 
AGO 

2,1 78# 

YEARLY 
%  CHG 

12. 1 

AUTOS  (10/18)  units 

128,819 

124,150r# 

2.5 

TRUCKS  (10/18)  units 

145,169 

134,033r# 

17.3 

ELECTRIC  POWER  (10/18)  millions  of  kilowatt-hrs.  60,550 

64,585fl 

2.8 

CRUDE-OIL  REFINING  (10/18)  thous.  of  bbl./day  14,855 

15,180# 

5.0 

COAL  (10/11)  thous.  of  net  tons 

21,344# 

21,253 

2.7 

LUMBER  (10/11)  millions  of  ft. 

470.8# 

476,6 

0.1 

RAIL  FREIGHT  (lO/ll)  billions  of  ton-miles 

28. 1» 

28.0 

1.1 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPAl,  SFPA?,  Association  of 

AmiTir.in  R.iilroad' 

PRICES 

GOLD  (10/22)  $/troy  oz. 

LATEST 
WEEK 

322.450 

WEEK 
AGO 

326.500 

YEARLY 
%CHG 

-15.9 

STEEL  SCRAP  (10/21)  #1  heavy,  $/ton 

139.50 

139.50 

10.3 

COPPER  (10/17)  e/ib. 

97.9 

96.8 

2.5 

ALUMINUM  (10/17)  e/lb. 

78.0 

78.5 

21.9 

COTTON  (10/18)  strict  low  middling  1-1/16  in. 

e/lb.  69.42 

69.32 

-2.9 

OIL  (10/21)  $/bbl. 

20.57 

20.63 

-20.3 

CRB  FOODSTUFFS  (10/21)  1967=100 

247.63 

242.73 

0.9 

CRB  RAW  INDUSTRIALS  (10/21)  1967=100 

333.13 

334.79 

0.8 

Sources:  loiulon  Wednesday  final  setting,  Chicago 
markel,  NYMtX,  Commodity  Research  Bureau 

market,  Metals 

Wee*,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (10/22) 

LATEST 
WEEK 

120.72 

WEEK  YEAR 
AGO  AGO 

121.22  112.70 

GERMAN  MARK  (10/22) 

1.78 

1.75 

1.52 

BRITISH  POUND  (10/22) 

1.63 

1.62 

1.60 

FRENCH  FRANC  (10/22) 

5.98 

5.86 

5.14 

ITALIAN  LIRA  (10/22) 

1740.5 

1709.0  1524.9 

CANADIAN  DOLLAR  10/22) 

1.39 

1.39 

1.34 

MEXICAN  PESO  )< 

7.716 

7.732 

7.840 

TRADE-WEIGHTED  DOLLAR  INDEX  (10/22) 

106.3 

105.7 

98.1 

Sources:  Major  New  York  banks    Currencies  expressed  in  units 
except  for  British  pound  in  dollars   Trade-weighted  dollar  via  J  P 

wr  U  S  dollar, 
Morgan 

in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l^Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn  .3=Free  market  value       NA  Not  available       r- revised       NM=:Nol  meaningful 


E  WEEK  AHEAD 


lENT  COST  INDEX 

Oct.  28,  8:30  a.m.rsT^  The  third- 
I  for  civilian  workers  is  expected  to 
e  of  0.8%,  based  on  the  median 
f  economists  surveyed  by  mms  Inter- 
a  unit  of  The  McGraw-Hill  Compa- 
Eci  also  rose  0.8%  in  the  second 

ER  CONFIDENCE 

Oct.  28,  10:00  a.m.EST>-  The  Con- 
oard's  index  of  consumer  confi- 
ixpected  to  have  dipped  to  128.0  in 
)ased  on  the  mms  survey,  down  from 
September.  However,  the  Septem- 
ig  was  only  a  shade  below  the  28- 
of  129.9  hit  in  June. 


DJJRABLE  GOODS  ORDERS 

Wednesday.  Oct.  29,  8:30  a.m. est>- 
Orders  taken  by  manufacturers  of  durable 
goods  in  September  are  projected  to  have 
declined  0.5%,  says  the  mms  poll,  after  soar- 
ing 2.7%  in  August.  Based  on  a  three-month 
moving  average,  the  trend  on  new  bookings 
would  still  be  firmly  upward. 

SINGLE-FAMILY  HOME  SALES 

Thursday,  Oct.  30,  10:00  a.m. est*-  Sales  of 
new  single-family  homes  in  September  are 
expected  to  have  risen  to  an  annual  rate  of 
810,000,  based  on  the  mms  survey,  up  from 
800,000  in  August.  Mortgage  rates  are  lower 
than  they  were  in  April,  and  mortgage  appli- 
cations continue  to  rise. 


GROSS  DOMESTIC  PRODUCT 

Friday,  Oct.  31,  8:30  a.m. lst^  The  Commerce 
Dept.  will  release  its  initial  estimate  for  third- 
quarter  real  gross  domestic  product.  The  mms 
survey  expects  real  gdp  to  have  risen  3.2%,  after 
increasing  3.3%  in  the  second  quarter,  4.9%  in 
the  first,  and  4.3%  in  the  fourth  quarter  of  last 
year.  Rapid  growth  in  consumer  and  capital 
spending  are  expected  to  lead  the  advance. 
Slower  growth  in  inventories  and  a  widening  of 
the  trade  gap  provided  the  biggest  drags.  The 
GDP  price  index  is  expected  to  have  risen  at  an 
annual  rate  of  2%,  after  increasing  1.8%  in  the 
second  quarter.  Looking  ahead,  the  mms  poll 
sees  fourth-quarter  real  gdp  rising  a  solid  3%. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


Sunday 


< — 


iicrosoft  power!  Is  the 
Justice  Dept.  right?  Is  the 
I  software  giant  going  too  far 
I  to  control  the  market^"  Or  is 
I  it  all  fair  play7  Ask  the 
I  experts— and  share  your 

(opinions.  Oct.  26 
9  p.m.  EOT— check 
online  for  location 

Monday 

What's  the  best  way  to 
incorporate?  In  this  week's 
Enterprise  chat,  talk  to 
California  attorney  Tony 
Mancuso,  author  of  How  to 
Form  Your  Own  Corporation. 
He's  an  authority  on  limited 
liability  corporations,  among 
other  things.  Oct.  27 
8  p.m.  EOT  in  the 
BW  Enterprise  Chat  Room 


AOL  keyword;  BW 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eacti  event. 


For  a  free  trial  diskette 
including  50  tree  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abbott  Laboratories  (ABTl  156 
AccuStaff  (ASI)  178 
Adam  Opel  (GM)  60 
Adobe  Systems  (ADBE)  22 
Advanced  Manufacturing 

Research  162 
Advance  Publications  74 

A.E.  Staley  Manufacturing  8 

AGF  152 

Alcoa  (AA)  112 

Amazon.com  (AMZN)  14.50 

American  Express  IDS  Bond  Fund 
(AXP)  174 

Amoco  (AN)  140,146 
Ampolex  146 
Andersen  Worldwide  37 
Andrea  Electronics  (AND)  22 
Apple  Computer  (AAPL)  22, 34 
Apply  Technology  22 
Archer  Daniels  Midland  (ADM)  6, 
156 

Arco(ARC)  140 
Assicurazioni  Generali  152 
AT&TfT)  38,40,50,186 
Aurum  Software  (BAANF)  162 
Avalon  Research  Group  156 

B 


Danone  70 

Darlow  Chnst  Architects  126 
Deloitte  &  Touche  37 
Deutsche  Telekom  40 
Donaldson  Lufkin  &  Jenrette 
(DU)  70 

Donnelley  (R.R-XDNY)  38,50 
Dragon  Systems  22 


Kelly  Sen/ices(KELY)  178 

Kimberly-Clark  (KMB)  50 

Kliment&Halsbandll2 

Kmart  (KM)  118 

KPMG  Peat  Marwick  36, 37 

Kurzweil  Artificial  Intelligence  22 


Prudential  becumies  su  j 
PSG  Racing  82 


Edwards  U-D.)  162 
Einhom  Yaffee  Prescott  122 
Ernst  &  Young  36, 37 
EwonlXON)  140,146,158 


Ladenburg  Ttialmann  48 
Landmark  Graphics  146 
LazardFreres  8,150,152 
Lehman  Brothers  (LEH)  8, 37 
Lernout  &  Hauspie  Speech 

Products  22 
Leuthold  Group  174 
LIN  Television  50 
LoomisSayles(LSMDX)  174 
Louisiana  Land  &  Exploration 

(LLX)  140 
M 


Recreational  Equipment 
Reiter  &  Reiter  112,120 
Reuters  NewMedia  74 
Romac  International  {ROlJ 
Royal  Dutch/Shell  (RD)  l| 

S 


Federal  Express  (FDX)  22, 66 
Fidelity  Investments  50 
First  Commerce  (FCOM)  50 
First  Union  (FTU)  50 
First  USA  (FUS)  50 
Ford  (F)  179 

Forrester  Research  (FORR)  34,162 
FPA  New  Income  Fund  (FPNIX)  174 
France  Telecom  40 
Fresenius  Medical  Care  174 


Baan(BAANF)  162 

Banc  One  (ONE)  50 

Bankers  Trust  (BT)  15 

Barnes  &  Noble  (BKS)  14,50 

Bass (BASS)  66 

B.AT  Industries  152 

Becton  Dickinson  (BOX)  156 
Ben  &  leny's  (BJIC)  50 
Bernstein  (Santord  C.)  70 
Bloomberg  Financial  Markets  150 
Boeing  (BA)  31,50 
Booz  Allen  8.  Hamilton  40 
Borders  (BGP)  14 
Boston  Chicken  (BOST)  126 
Brew  Moon  Enterpnses  126 
British  Borneo  Petroleum  140,146 
British  Petroleum  (BP)  140, 146 
British  Telecommunications 
(BTY)  36,40,152 
Browning-Ferris  Industries 
(BFl)  167,170 
Brown  (Randy)  122 


Gartner  Group  (GART)  162 
Gemim  Consulting  112,120 
Gencor Industnes (GY)  156 
General  Electric  (GE)  38, 162 
General  Motors  (GM)  60 
Giga  Informabon  Group  162 
;lobal  Business  Nebwork  74 
Goldman  Sachs  8,152 
Granada  Group  152 
Grant  Thornton  37 
Greater  Omaha  Packing  122 
GTE  (GTE)  36,40,152 


Madotf  (Bernard  L)  15U 
Mamott  International  (MAR)  66 
Mattell(MAT)  50 
MBNA  America  Bank  112 
McDonalds  (MCD)  82 
McDonough  (William)  112,128 
McGraw  Hill  (MHP)  112,140,183 
MCI  Communications  (MClC)  14, 
36,40,152,186 
McKinsey  112,140,146 
Mercedes-Benz  (DAI)  162 
Memll  Lynch  (MER)  50,74,150 
MGM  Grand  (MGG)  156 
MGM/UA  56 

Micron  Technology  (MU)  50 
Microsoft  (MSFT)  22,34,146,162, 
186 

Mighty  Ducks  of  Anaheim  48 
Milberg  Weiss  Bershad  Hynes  & 
Lerach  37 
Minnesota  Twins  48 
Mithun  Partners  112,118 
MMS  International  (MHP)  183 
Mobil  (MOB)  146 
Monsanto  (MTC)  162 
Morgan  Grenfell  174 
Morgan  Stanley  Dean  Witter 
(MWD)  15,74,152 


Sabre  Group  34 
Salomon  Brothers  (SB)  l| 
SAP(CSAPHY)  162,166  1 
Seagram  (VO)  36. 37 
Securities  Data  152 
Shell  Oil  (RD)  140 
Smith  Barney  140,150,' 
SmithKline  Beecham  15| 
Sony(SNE)  6.15,56 
Sprint  (FON)  40 
Starbucks  (SBUX)  18,  < 
Stanwood  Lodging  Trust  I 
Stream  International  (DNfS, 
Strong  Corporate  Bond  F}| 

(STCBX)  174 
Sun  Microsystems  (SUN 

112,162 


;uNvk. 


Cable  &  Wireless  (CWP)  40 
Campbell  Soup  (CPB)  70 
Capital  Guardian  Trust  167 
Cargill  156 
Catalyst  50 
C-B  Partners  156 
Cerulli  Associates  44 
Chicago  Bulls  82 
Chrysler  (C)  179 
Citicorp  (CCl)  50 

Coca-Cola  (KO)  6,38,70,162,178 
Columbia/HCA  (COL)  6 
Computer  Associates  (CA)  162, 

186 

Conoco  140,146 
Continental  Airlines  (CAl  l)  167 
Coopers  &  Lybrand  6, 37, 66 
Credit  Suisse  First  Boston  34.170 
Crossroads  Software  162 
cue  International  (CU)  74 
Cygnus(CYGN)  156 


Hammer  162 
Hartey-Davidson  (HD)  40 
Hellmuth  Obata  & 
Kassabaum  112, 124 
Herman  Miller  SQA  112,128 
Hewlett-Packard  (HWP)  22 
Hicks  Muse  Tate  &  Furst  50 
Hilton  Hotels  (HLT)  8,36,156 
Holiday  Hospitality  66 
Honda  (HMO  179 
Hotchkis  &  Wiley  167 
HSN  37 

Hughes  Electronics  (GM)  38, 40, 
160 


NBA  82 

Netscape  Communications 
(NSCP)  34 

Newfield  Exploration  (NFX)  146 
NFL  82 

Nippon  Telegraph  &  Telephone 
;NTD  40,74 
Nissan  8 

Norrell  Services  (NRL)  178 
Northern  Telecom  (NT)  112,124 


Tate  &  Lyie  8 

Fechnical  Chemicals  &  Ffm 
fTCPl)  156  I 
Teekay  Shipping  174  j) 
Telecom  Italia  40  ^ 
leleport  Communication; 
aCGI)  40 

Texaco  (TX)  140,146  ' 
Thin  Blue  Line  166 
Thompson  &  Rose  112,[ 
3Com(C0MS)  112 
Toyota  (TOYOY)  8 
Tracinda  156 
TriStar  56 
I  Rowe  Capital  Opportui 
Fund  178 

Tyson  Foods  (TYSNA)  i! 


IBM  (IBM)  15,22,40,162 
IIGiornale  18 

INC  Barings  Securities  (JAPAN)  58 
IngersolLRand  OR)  156 
Inktomi  160 
Instinet  150 

Intel  (INTO  6, 146, 162, 166 
Internahonal  Data  166 
Isuzu  60 

ITTdTD  8,36,156 


Occidental  Petroleum  (OXY)  140 
Oracle  (ORCL)  162 


James/Snow  Architects  132 
Johnson  4  Johnson  UNJ)  156 
J  P  Morgan  Securities  Asia 
(JPM)  58 

Jupiter  Communications  74 


Pacific  Investment  174 
PaineWebber  (PWJ)  6 
PanAmSat  160 
Pandesic  162,166 
Pennzoil  (PZL)  146 
PeopleSoft  (PSFD  162 
PepsiCo  (PEP)  70 
Pershing  (DU)  50 
Perstop  18 
Phillips  Plastics  132 
Pittsburgh  Pirates  48 
PKF  Consulting  66 
PointCast  74 
Pnce  Watertiouse  37 
Procter  &  Gamble  (PC)  15 
Providence  Equity  Partners  74 


Union  Carbide  (UK)  14 
Union  Pacific  Resource' 
United  Waste  Systemsd 
Universal  Studios  36,3 
US  Aim/ays  (U)  6 
USA  Waste  Services  (UV 
U  S.  Franchising  66 


Volkswagen  60 

W  

Walt  Disney  (DIS)  48,5 
Waste  Management  (W3 
170 

Westinghouse  (WX)  16 
Williams  MacKay  Jordan 
Wilmington  Trust  40 
Wired  Ventures  74 
WorldCom  (WCOM)  14  . 


Yankelovich  Partners 


Zurich  Insurance  152  } 


„ve,  Ed,.o„al,  CrculaUon,  and  Advertising 0«,ces:  1221  7""^^°  ''^^^^  ^.^ge  paid  at  Montreal,  P.Q.  Canada  Post  lnte,n,,i 


estment  Figures  of  the  Week 


00 

pr.    Oct.  Oct.  16-22 


U.S.  MARKETS 


Latest 


%  change 
Week  Year 


hange  1-weeK  change 
,  +0.3% 


WTARY 

:k  market  passed  the 
miversary  of  the  crash 
ully.  Stocks  were  little 
for  the  week,  as  were 
ates.  Third-quarter  eam- 
lorts  set  the  pace  for 
I's  trading.  On  Oct.  21, 
jrted  stronger-than-ex- 
rofits,  and  that  triggered 
lint  gain  in  the  Dow  in- 
.  The  next  day,  disap- 
ts  from  AlliedSignal  and 
lipped  26  points  off  the 
5  real  disaster  was  in 
g  Kong  stock  market, 
e  Hang  Seng  Index  slid 
13%  atop  the  previous 
0%  fall. 


Dow  Jon6S  Inuustri3ls 

-0.3 

32.5 

NAoUAU  LomDineu  uomposiie 

1  ir\Q  1 

-0.9 

40.0 

S&P  MidCap  400 

338.0 

-0.2 

39.2 

S&P  SmallCap  600 

189.3 

-1.1 

37.6 

S&P  SuperComposlte  1500 

209.1 

0.2 

37.3 

%  change 

SECTORS 

Latest 

Week 

Year 

Bloomberg  Information  Age 

301.7 

-0.8 

42.5 

S&P  Financials 

116.1 

0.8 

54.3 

S&P  Utilities 

211.1 

2.0 

8.6 

PSE  Technology 

332.7 

-3.0 

51.4 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

Year 

London  (FT-SE  100) 

5148.8 

-2.2 

26.9 

Frankfurt  (DAX) 

4171.5 

-0.5 

53.4 

Tokyo  (NIKKEI  225) 

17,887.6 

2.1 

-16.3 

Hong  Kong  (Hang  Seng) 

11,637.8 

-13.0 

-6.5 

Toronto  (TSE  300) 

7163.8 

0.5 

29.5 

Mexico  City  (IPC) 

5299.2 

-0.9 

62.5 

FUNDAMENTALS 


Week 
ago 


Year 
ago 


S&P  500  Dividend  Yield  1.56% 

S&P  500  P/E  Ratio  (Last  1 2  mos.)  24.3 

S&P  500  P/E  Ratio  (Nextl  2  mos.)*  19.2 

First  Call  Earnings  Surprise*  2.42  % 

TECHNICAL  INDICATORS  Latest 


1.56% 
24.5 
19.2 
3.41  % 

Week 
ago 


2.04% 
19.9 

NA 

NA 

Reading 


S&P  500  200-day  average 
Stocks  above  200-day  average 
Options:  Put/call  ratio 
Insiders:  Vickers  Sell/buy  ratio 


857.9  852.6  Positive 

82.0%  84.0%  Negative 

0.60  0.49  Neutral 

3.39       3.36  Negative 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp 


BEST-PERFORMING 
GROUPS 

Last                               Last  12 
month  %                           months  % 

Broadcasting 

17.0 

Trucking 

218.8 

Trucking 

15.8 

Invest.  Banking/Brkrge 

99.4 

Gold  Mining 

13.1 

Savings  &  Loans 

92.0 

Toys 

12.8 

Computer  Systems 

77.9 

Oil  &  Gas  Drilling 

12.8 

Homebuilding 

73.5 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

%                         months  % 

Shoes 

-12.7 

Photography/Imaging 

-20.4 

Semiconductors 

-11.1 

Shoes 

-15.0 

Pollution  Control 

-10.6 

Engineering  &  Constr. 

-11.7 

Genl.  Merchandise  Chains 

-10.1 

Gold  Mining 

-9.8 

Department  Stores 

-7.8 

Manufactured  Housing 

-6.3 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Slocks  with  most 
signiticant  buying  on  price  weakness 

Price 

1-month 
change 

Texas  Instruments 

127^'4 

-1  1  '/8 

Merck 

97  Vs 

-5^'4 

HFS 

71 'A 

-2V2 

Micron  Technology 

33  V4 

-7V4 

Lockheed  Martin 

1033/4 

-6V4 

Apple  Computer 

19Vl6 

-3^4 

Dechne  ahead?  Stocks  with  most 
signihcant  selling  on  price  strength 

Price 

1-month 
change 

Dell  Computer 

100 

Cisco  Systems 

84^16 

9'/8 

Boeing 

54 

l^'ie 

Ciena 

59  Vs 

11% 

Travelers  Group 
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week%  ago%  ago% 
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5.13 

5.14 

5.03 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 
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4.79 

5.49 

5.45 

LONG-TERM  BBB  INDUSTRIALS  7.26 

7.23 

7.76 

PERCENT  OF  TREASURIES 

78.88 

78.50 

85.51 

85.20 

LONG-TERM  AA  TELEPHONES 

7.22 

7.19 

7.58 

TAXABLE  EQUIVALENT 

7.00 

6.94 
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Four-week  total  return 


% 


Laggards 
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ningstar,  Inc. 
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Fidelity  Sel.  Energy  Service  10.5 

Fidelity  Sel.  Prec.  Metals  10.2 
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Blanchard  Precious  Metals  9.7 

Leaders 
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Lexington  Troika  Russia  1 5 1 .6 
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Laggards 
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37.2  International  Hybrid  12.4 
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Editorials 


MICROSOFT:  SWIFT 
RESOLUTION,  PLEASE 


As  a  general  itde,  the  best  policy  for  a  government  in  the 
face  of  a  powei-ful  new  technology  is  to  stay  out  of  the 
way.  Even  in  such  momentous  actions  as  breaking  up  the 
AT&T  monopoly  on  phone  service,  for  example,  the  government 
was  merely  ratifying  the  forces  that  mci  Communications 
Corp.  and  others  had  set  in  motion.  So  when  the  government 
does  intervene,  it  should  first  be  sui'e  that  the  issue  is  worth 
fighting  over.  The  attempt  to  rein  in  Microsoft  Corp.  in  the 
browser  wars  seems  just  such  a  case  (page  34).  And,  bless- 
edly, the  government  should  be  able  to  get  a  quick  resolution. 

For  years,  Microsoft's  market  power  has  been  the  subject 
of  considerable  hand  wiinging.  It's  important  to  recognize  that 
market  powei"  has  its  benefits,  such  as  the  rapid  proliferation 
of  what  amounts  to  standard,  basic  software.  But  to  the  ex- 
tent that  mai-ket  power  squelches  competition,  the  chilling  ef- 
fect on  software  developers  may  be  more  damaging  than 
higher  costs.  The  evolution  of  powerful  browsers,  the  softwai-e 
popularized  by  Netscape  Communications  Corp.  that  lets  us 
peruse  the  Internet,  has  progi'essed  more  swiftly  in  the  hot- 
house of  competition  than  has  the  Windows  operating  system, 
which  has  been  virtually  the  exclusive  province  of  Microsoft. 
And  integrating  browsers  with  the  operating  system  to  let  us 
treat  our  computer,  a  company  network,  and  the  Internet  as 
one  vast  file  cabinet  of  information  at  our  fingertips  is  likely 
to  be  a  monumental  enhancement  of  computing  power. 

History  suggests  the  government  can  play  a  constructive 
role  at  this  juncture.  When  the  U.  S.  filed  an  antitrust  suit 
against  ibm  in  1969,  Big  Blue  moved  on  its  owti  to  unbundle 
its  hardware  and  software  businesses.  With  that  opening,  a 
slew  of  software  companies  sprang  up,  and  many  survive  as 
part  of  Computer  Associates  International  Inc.,  a  major  force 
in  coqiorate  computing.  Nobody  expects  Microsoft  to  change 
its  plans  to  tightly  integi'ate  its  own  browser  with  the  Win- 
dows 98  operating  system  due  out  next  year.  The  Justice  chal- 
lenge raises  the  larger  issue  of  what  constitutes  a  computer 
operating  system.  All  we  ask  is  that  the  government  disclose 
its  evidence  soon  and  make  its  case  swiftly.  The  next  stage  in 
the  Information  Age  beckons. 

THE  DOWNSIDE  TO 
MORE  ABUNDANT  OIL 


For  years,  "expe-rts"  have  predicted  a  global  energy  short- 
age, yet  time  ai  1  again  technology  has  proven  them  wrong. 
Today,  the  physical  I'lnil-  to  gi-owth  ai'e  nowhere  in  sight  as  the 
new  economics  of  oii  ii:n))ly  demonstrates.  In  the  past  decade, 
the  average  cost  per  ;rr  el  of  finding  and  producing  oil  ha.s  fall- 
en 60%  in  real  term.  '.\'!iile  proven  reserves  are  about  60% 
higher  than  in  1985.         technology  continues  to  push  the 


production  frontier  for  oil  ever  higher,  making  it  more  abunj 
The  average  field  gives  up  just  35%  of  its  contents.  It 
new  air-injection  technique  would  raise  that  figure  to  > 
New  software  for  interpreting  seismic  data,  meanwhi^ 
slashing  exploration  costs,  as  new  deep-water  rigs  are  ml 
more  and  more  tracts  accessible  (page  140). 

Still,  despite  the  good  news,  there's  a  downside.  ThJ 
price  and  ready  availability  of  oil  will  certainly  boost  ecoil 
output,  but  pollution  is  likely  to  increase  as  well.  That! 
not  mean  scarcity  is  desirable.  But  it  does  suggest  tj 
"negative  externality,"  as  economists  hke  to  call  bad 
quires  the  aggressive  application  of  intelhgent  solutior 

Emissions  should  be  curbed,  preferably  through  the  is 
of  tradable  emission  permits  to  corporations.  And  dJ 
auto  makers  should  make  vehicles  that  are  far  more  ful 
flcient.  If  they  don't,  they  may  find  the  government! 
again  mandating  improvements. 

WHAT  CHINA 
MUST  UNDERSTAND 


At  the  dawn  of  the  21st  century,  Chinese  President 
Zemin's  state  visit  with  President  Bill  Clinton  i| 
an  opportunity  to  estabhsh  a  long-teiTn  strategic  relati( 
between  the  fastest  rising  global  power  and  the  w| 
undisputed  superpower  There  is  nothing  more  import; 
either  Washington  or  Beijing  than  managing  this  relati(| 
to  a  peaceful  and  prosperous  end  (page  54). 

For  most  of  its  tenure,  the  Chnton  Administration's 
poUcy  has  been  inarticulate  at  best.  A  coherent  policy 
try  to  achieve  political  and  economic  security — both  f(| 
U.  S.  and  the  world.  Thanks  to  some  ad  hoc  moves,  th( 
ton  Administration  has  done  a  reasonable  job  in  promotij 
litical  security.  Under  strong  U.  S.  pressure,  China  has 
treaties  banning  chemical  weapons  and  nuclear-weaponil 
ing.  Beijing  is  playing  a  big  role  in  the  four-party  taf 
North  Korea,  and  it  seems  ready  to  agree  to  cut 
sales  to  Iran.  China  is  shifting  from  being  an  outsidei 
lenging  the  international  system  to  a  responsible  parti( 
No  such  responsibility  is  evident  on  the  economic 
China  wants  "in" — but  only  on  its  terms.  Its  political  arj 
itaiy  ehtes  see  growth  as  a  means  towai'd  global  powej 
jing  has  deliberately  iim  up  nearly  $200  biUion  in  forei 
serves  by  exporting  madly  while  controlling  acc(J 
domestic  markets.  This  cannot  continue.  China  is  sim] 
gigantic  to  dupUcate  the  Japanese  or  Korean  export  mi 
gi'owth.  It  will  totally  unsettle  the  world  economic  owr 
The  U.  S.  must  strive  to  get  China  to  play  by  intenit 
al  rules.  Balanced  growth  with  strong  domestic  deim 
critical,  and  China's  entry  into  the  World  Tt-ade  Organj* 
is  the  process  through  which  this  balance  can  be  fi?J 
The  Administration  should  not  back  away  fi-om  thflri 
kind  of  deal  permitting  China's  entry.  Nor  should  it  shit 
hard  work  of  explaining  to  Congress  and  the  Americg|| 
pie  the  need  for  long-term  strategic  relations  with  C. 
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f  you're  trying  to  chart  the  future  of  information  storage, 
s  one  sure  company  by  which  to  navigate. 
3r  nearly  two  decades,  Symbios  Logic  has  been  a  fixture 
rage  technologies.  We're  a  technological  leader  in 
hing  from  chips  to  complete  storage  systems.  And  we 
nore  than  500  worldwide  patents  to  prove  it. 
[ot  only  do  we  influence  industry-wide  storage 
irds,  but  our  vision  extends  to  just  about 
corner  of  the  computer  industry  where 
s  moved,  stored  or  retrieved, 
nd  while  the  average  consumer 
;ver  heard  of  us,  our  customers 
up  like  the  dream  team  of  Fortune  100 

■— — — —  "     companies.  So  we  quietly  impact 

the  lives  of  ordinary  people  the 
over — in  global  banking  systems,  in  high-traffic  internet 
rs,  in  retail  inventory  management,  in  removable  storage 
es,  and  on  and  on. 

lall  1-800-856-3093  or  visit  our  web  site  for  more  information. 
?ven  if  you  don't  seek  us  out,  remember,  when  it  comes  to  storage 
ologies,  we're  up  there. 

mbios  Logic  Inc.  Symbios  Logic  and  The  Stordge  Cjinneclmii  arc  trademarks  of  Symbios  Logic  Inc. 
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SMILE,  YOU'RE  ON  INTEL  CAMERA 


THE  NEXT  CAMERA  YOU  BUY 

may  bear  an  "Intel  Inside" 
logo.  Not  content  with  its 
near-monopoly  on  central 
processors  for  personal  com- 
puters, Intel  wants  to  be  a 
big  player  in  the  digital  cam- 
era market  as  well.  The 
semiconductor  giant 
in  early  No- 
vember 


will  begin 
selling  a  set  of  ~ 
four  chips  that  camera  com- 
panies can  use  to  make  digi- 
tal cameras  for  less  than 
$250  retail,  says  Intel. 

With  digital  cameras,  there 
are  no  developing  costs,  since 
you  can  j^rint  photos  at  home 
using  your  FC  printer.  And 
you  can  edit  the  images  on 
your  computer  and  E-mail 
them. 


Intel  is  betting  that  its 
chip  set  will  help  spur  Pen- 
tium PC  sales.  It  also  will  ad- 
dress the  difficulty  of  linking 
digital  cameras  with  personal 
computers.  Its  chips  pi'ovide 
a  simple  and  fast  link,  but 
they  only  work  with  comput- 
ers ecjuipped  with  Intel's 
highest-priced  Pentium  pro- 
cessors. Peter  Green,  gen- 
eral manager  of  Intel's 
digital  peripherals  divi- 
sion, says  digital  imag- 
ing "is  potentially  an 
explosive  opportunity 
for  us"  but  won't  com- 
ment on  Intel's  fu- 
ture camera  plans. 

Thus  far,  Intel's 
only  customers  for 
the  cliip  set  are  new 
to  the  digital  camera  busi- 
ness: Samsung,  Aztech  Sys- 
tems, and  Lite-On  Technolo- 
gy. Whether  any  major 
camera  outfits  will  use  Intel's 
chips  is  unclear.  Now,  East- 
man Kodak,  Olympus,  and 
other  top  digital  camera  com- 
panies use  chips  made  by 
Toshiba,  Texas  Instruments, 
and  others.  Geoff  raj  Sniith 


CLICK: 

Target  for 
chip  giant 


,  NAME  THAT  SERVER 

SCIENCE  FICTION 

KIRK,  BONES,  YODA 

13% 

;  -  ij 

CELESTIAL  OBJECTS 

VENUS,  MARS,  HUBBLE 

13 

V 

FUNCTIONAL* 

DATA  CENTER,  WEBSER 

11 

CARTOONS/COMIC  BOOKS 

9 

Corporate  info-tech  folks 
aren't  noted  for  whimsy. 
But  their  network  servers 
often  have  colorful  names. 
For  cybernetic  matters, 
science  fiction  and  space 
names  rule,  says  a  new 
survey.  Americans  prefer 
Star  Trek  and  Star  Wars 
names.  The  Japanese  like 
monsters  such  as  Godzilla. 


SUPERMAN,  BULLWINKLE 


BUSINESS-RELATED 

7 

STOCKPILE,  CONVEYOR 

MYTHICAL  GODS/CREATURES 

7 

APOLLO,  PEGASUS 

ANIMALS 

5 

ZEBRA,  BULL,  TIGER 

•Related  to  what  servers  actually  do 

Survey  of  560  network  professionals  worldwide 

DATA  CONCORD  COMMUNICATIONS  INC 


TALK  SHOW  iil'm  not  saying  there's  another  Depression 
coming,  but  today  I  saw  the  head  of  IBM  selling  Apples. 5' 

— Bill  Maker,  host  of  TVs  Politically  Incorrect,  on  the  stock 
market  dive 


HONCHOS 

FLORIDA  HONORS 
A  TOBACCO  TRAITOR 

BENNETT  LEBOW  HAS  BEEN 
called  a  corporate  raider,  a 
traitor  to  the  tobacco  indus- 
tiy,  and  now ...  a  hero?  Flori- 
da Governor  Law- 
ton  Chiles  and 
state  Attorney 
General  Robert 
Butterworth  hon- 
ored LeBow  on 
Oct.  21  with  a 
proclamation  citing 
his  "invaluable  as- 
sistance" in  the 
state's  $11.3  billion 
settlement  with 
the  large  tobacco  companies. 
Chiles  lauded  LeBow  as  "a 
valuable  ally  in  the  war 
against  Big  Tobacco." 

The  Miami  financier  heads 
Brooke  Group,  which  owns 


tiny  cigarette  maker  Ligg( 
Group.  He  broke  ranks  w 
the  industry  in  March 
settled    lawsuits  with 
states.  Then,  Liggett  turn 
over  internal  industry  do 
ments  to  aid  the  states, 
eluding  Florida,  in  their  si 
against  the  other  toba< 
companies.  PI 
LeBow  has  tes 
fied  against 
industry  befc 
Congress  and 
private  lawsuits 
But  LeBov 
award  draws 
applause  ft-om 
tismoking  wat' 
dogs.  Most  of 
actions,  says  Jc 
Banzhaf,  executive  direc 
of  Action  on  Smoking 
Health,  are  "motivated 
more  by  business  conside 
tions  than  humanitarian 
pulses."         Gail  DeGeo 


Local  hero 


l-WAY  PATROL 


TAKING  A  BYTE  OUT  OF  GLOBAL  CYBERCRIMI 


ELECTRONIC      CRIME  THAT 

crosses  borders  is  a  lai'ge  and 
growing  problem.  But  the 
major  industrial  powers  are 
trying  to  come  up  with  ways 
to  cooperate  in  bagging  com- 
puter crooks.  Growing  out  of 
a  mandate  from  last  sum- 
mer's Denver  summit,  offi- 
cials will  discuss  possible  so- 
lutions at  a  Washington 
conclave  for  justice  and 
interior  ministers  of  the 
G-7  nations  and  Pais- 
sia,  hosted  by  Attorney 
Genei'al  Janet  Reno  on 
Dec.  9-10. 

Officials  are  target- 
ing crimes  that  range 
from  electronic  looting 
of  bank  accounts  to 
breaking  into  national 
security  data  banks.  To 
date,  the  paradigm  of  in- 
ternational cyber-sleuthing  is 
the  arrest  of  a  Russian  hack- 
er who  allegedly  stole  $10 
million  from  Citibank  in  1994. 
He  awaits  trial  in  the  U.  S. 

The  eight  nations  ai'e  cook- 


ing up  intemational  legal  j  i 
cedm-es  and  technical  tools 
track  dowm  a  hacker  throi 
the  global  maze  of  local 
temet  sei'vice  providers,  ti 
phone  networks,  and  wii'el 
systems.  The  officials  w. 
to  set  up  rules  to  collect  ; 
share  electronic  evidei 
when  foreign  law  enforce 


ask  that  it  be  seized.  C 
rently,  evidence  sometin;- 
can  be  altered  or  deleted  >' 
the  time  all  the  diplom; 
obstacles   have   been  s 
mounted.      Steven  Solonii 
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How  can  you  keep  up  with 

the  competition  if  your  modem 

can't  keep  up  with  the  Internet? 


When  you're  downloading  a  Web  site  as  nch  and  interactive  as  Pathfinder.com,  you'll 
want  a  fast  U.S.  Robotics'"  56K'  modem  with  x2'"  technology  just  to  keep  up  with  it  all. 

The  fastest  modem  we've  ever  created  for  use  over  regular  phone  lines.  x2  technology 
lets  you  get  the  most  out  of  the  Internet  -  quickly  More  than  1,000  Internet  providers 
worldwide,  including  IBM  Global  Services  and  NETCOM,  offer  live  x2  service  right  now,  so 
you  can  start  using  it  today'  We'll  even  guarantee  a  free  upgrade  to  ensure  your  modem 
meets  the  international  56K  standard  when  it's  established  (expected  in  1998).' 

For  more  information,  call  1-800-525-USR1  or  visit  www.3com.com/x2power  to  find 
a  provider  near  you  that  offers  live  x2  service  today  Even  better  if  you  buy  a  U.S.  Robotics 
56K  modem  right  now,  you'll  get  $50  cash  back  by  mail.^ 

Unlock  the  true  power  of  the  Internet  with  the  #1  selling  56K  modem  in  the  world. 
And  stay  ahead  of  the  game. 


Up  Front 


PLASTIC  FANTASTIC 


A  FULL  HOUSE  OF  UPSCALE  CARDS 


CARD  ISSUERS  ARE  INVADING 

one  another's  turf,  fighting 
for  upscale  customers.  Mas- 
terCard just  launched  an 
American  Express-like  card, 
called  World  MasterCard, 
that  features  no  spending 
limit  and  comes  with  such 
high-end  perks  as  free  air- 
travel  reservations.  Visa  is 
planning  its  own  pi'emium 
card  with  many  of  the 
same  features. 

Meanwhile,  AmEx 
has  a  new  option  that 
lets  gi"een  cardholders 
carry  a  balance  from 
one  month  to  the  next, 
with  interest.  AmEx 
has  long  required  its 
clientele,  except  for  se- 
lect overseas  travelere,  to  pay 
the  entire  tab  monthly.  The 
hitch  with  the  new  option  is 
it  applies  only  to  individual 
purchases  of  $350  or  more. 
The  company  last  year  qui- 
etly launched  this  option. 


called  the  Special  Purchase 
Account,  but  is  pushing  it 
now  with  mass  maihngs. 

Not  eveiyone  can  get  one 
of  these  big-shot  caixls.  Ana- 
lysts say  the  pui-veyors  want 
only  higher-income  people  who 
are  dependable  payers.  Is- 
suers all  covet  the  $30  billion 
upscale  segment,  even  though 
it's  a  mere  4%  of  U.  S.  card 


R  JEFFERSON 


chai-ges.  Eveiy  little  bit  helps 
cai'd  companies,  wliich  ai-e  suf- 
feiing  fi"om  slipping  profitabil- 
ity (down  24%  in  1996,  with 
no  relief  expected  this  year) 
partly  because  of  increased 
defaults.       Thomas  Bartlett 


CHARITY  CASES 

PUBLIC  MONUMENTS, 
PRIVATE  SALVATION 

FACING    FEDERAL  BUDGET 

cuts,  Washington's  museums 
and  monuments  are  turning 
to  Corporate  America  to  help 
pay  repair  bills.  Case  in 
point:  the  113-year-old  Wash- 
ington Monument's  $8  miUion 
renovation — $5  million  of  it 
from  coiiiorate  coffers.  The 
feds  pay  the  rest. 
Such  private- 
sector  rehab  ef- 
forts hark  back 
to  the  mid-'80s, 
when  Lee  lacoc- 
ca  raised  $277 
million  for  the 
Statue  of  Liber- 
ty and  Ellis  Is- 
land. Individuals, 
foundations,  and 
companies  (Xe- 
rox, Sears,  IBM) 
chipped  in  then. 
Spearheading 

FOOTNOTES  U.S.  50-year-i  Is  with  at  least  one  living  parent:  in  1940,  52%;  in  1960,  67%;  in  1997,  80% 


the  Washington  Monument's 
corporate  effort  is  the  Tar- 
get Stores  chain,  which  is 
ponying  up  $1  million  and 
gathering  donations  from  the 
hkes  of  3M,  Procter  &  Gam- 
ble, and  Coca-Cola.  Repairs 
are  slated  to  nin  from  next 
June  until  2000. 

The  Smithsonian  Institu- 
tion's gem  exhibit  reopened 
on  Sept.  20  after  a  $13  million 
face-lift  courtesy  of,  among 
others,  Apple  Computer 
and  Chase  Man- 
hattan. The 
Smithsonian's 
renovated  insect 
exhibition  was  re- 
named in  honor 
of  benefactor 
Orkin  Extermi- 
nating. At  least 
Orkin    got  its 
name  beside  the 
door.  Target  isn't 
even  getting  a 
plaque   by  the 
monument.  Rich- 
ard S.  Dunham 


DRAWN  &  QUARTERED 


n  15  UNPLUaOtP... " 


UNION  DUES 

FED  COPS'  MAY 
WANT  A  RATE  HIKE 

WILL   THE   FED   BECOME  A 

union  shop?  That's  the  ques- 
tion before  the  113  imifomied 
officers    who    guard  the 
Federal  Reserve 
Bank    of  New 
York,  including  its 
huge  gold  cache. 
The  Fraternal  Or- 
der of  Police  is 
starting  fii'st  with 
a  resistant  New- 
York    Fed  and 
hopes    later  to 
unionize  all  1,200 
Fed  officers  na- 
tionwide.     The  N.Y.  FED 
New  York  vote 
was  set  for  Oct.  30. 

The  FOP  says  the  officers, 
earning  an  average  of 
$33,700,  are  underpaid  and 


don't  get  enough  respect.  T 
union  argues  that  the  o 
cers,    v/ho    usually  cai 
sidearms,  deserve  a  rai 
since  they  have  police  ; 
thority,  including  the  right 
use  deadly  force.  Union  ba 
ers  object  to  managemei 
caUing  them  mere  "guard: 
Fed  mana 
ment  says  the 
fleers  don't  h; 
full  police  pi 
ers — namely,  i 
ability  to  an- 
people — and  d< 
deserve  higb 
pay.  The  legal  ^- 
sues  are  muiA 
Of  nonmilit; 
federal  workts. 
iiioi/  target  39%  are  unil- 
ized.  But  the  \ 
says  it's  not  covered  by 
bor  laws,  so  the  fop  can't 
gage  in  collective  bargain 
with  it.        Thomas  Baii 


THE  BIG  PICTURE 


DOWNSIZINGS  GET  DOWNSIZED 

For  many  employees,  this  decade  has  been  a  corporate  i 
reign  of  terror.  But  job  eliminations,  the  brutal  hall- 
mark of  1990s  personnel  policy,  are  at  the  lowest  level  i 
in  10  years,        rv  i 

'^^^  _     COMPANIES  REPORTING  A  NET 

40  ■      DECREASE  IN  WORKFORCE 
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WHAT  KODAK 
SHOULD  FOCUS  ON 


Only  time  can  tell  what  the  future 
holds  for  Eastman  Kodak  Co.,  but  the 
glib  suggestions  of  the  "experts"  leav^ 
me  cold  ("Can  George  Fisher  fix  Ko- 
dak?" Cover  Story,  Oct.  20).  The  litany 
never  gets  past  discussion  of  the  su- 
pei-ficial  slash-and-buiTi  downsizing  and 
the  mergers-and-acquisitions  deals  that 
are  so  faddish. 

These  fads— although  dramatic  and 
popular  with  Wall  Street  and  the  mega- 
consulting  fii-ms — often  damage  an  or- 
ganization's ability  to  innovate.  What 
Kodak  needs  are  compelling  products 
that  can't  be  copied  by  Pacific  Rim  com- 
petitors. Yes,  Kodak  is  challenged.  Sure, 
tuiTiing  around  a  machine-age  behemoth 
is  different  from  running  a  seasoned 
Information  Age  company.  Of  course. 


FISHER'S  FATE 

"Will  Wall  Street  learn 
to  look  beyond 
misleading  accounting 
or  will  Fisher  buckle 
under  the  pressure?  I 
hope  the  first-but  fear 
the  second" 


CORRECTIONS  &  CLARIFICATIONS  f 

A  table  accompanying  "Corporate  Ameriii 
goes  to  school"  (Special  Report,  Oct.  2 
should  have  said  London  Business  Schoo; 
latest  available  revenue  figure  was  $15 
million,  not  $9.4  million. 

"Silicon  Alley  struts  its  stuff"  (Up  Froi 
Nov.  3)  should  have  opened  with  "Poor  S 
icon  Alley,"  not  "Poor  Silicon  Valley." 


against  Fuji  that  Fuji  had  only  70'^. 
the  Japanese  market  whereas  Koii 
had  more  than  70%  of  the  U.  S.  marl'- 
or  am  I  missing  the  point?  Also,  i 
possible  that  Fuji's  aggressiveness 
the  U.  S.  market — which  Kodak  se* 
unable  to  cope  with — is  a  response 
Fisher's  bringing  from  Motorola  Inc. 
"^^■^^  reliance  on  litigation  to 
in  court  what  he  can 
win  in  the  market? 

Adrian  E.  T^chcj; 
Management  Di> 
Wharton  Scl 
Philadel] 


Kodak  must  go  beyond  its  internal  tal- 
ent pool  to  get  constmctive  change  fast 
enough. 

To  prosper,  Kodak  must  move  to- 
ward adding  value,  like  Microsoft,  Intel, 
Motorola,  Hewlett-Packard,  Sony,  and 
others. 

John  D.  Ti-udel 
Scappoose,  Ore. 

Your  story  cites  Kodak's  "meager" 
10%  share  of  the  market  in  Japan,  vs. 
Fuji's  70%.  You  also  mention  that  Fuji 
has  raised  its  share  of  the  U.  S.  market 
from  11%.  to  16%,  while  Kodak's  share 
fell  to  the  high  60s.  By  my  math,  that 
suggests  that  Fuji  Photo  Film  Co.  had  a 
meager  11%<  of  the  U.S.  while  Kodak 
had  more  than  70%.  Is  the  complaint 


The  stoi-y  about  Gea 
Fisher  and  Kodak  is  a 
tale  of  how  a  great  cnii 
ny  and  a  fu"st-rate  i  ko 
probably  both  be  mined 
a  profoimdiy  mistaken  and  pei-verse  : 
tem  for  scoring  the  game. 

Wall  Street  and  the  pi'ess  are  beat 
on  Fisher  to  take  stronger  actioi : 
"fix"  the  profit  drain  at  Kodak.  Bu 
there  really  a  profit  drain?  And  if  st 
it  really  as  serious  as  the  account!^ 
makes  it  look?  Does  it  really  reqirt 
the  kind  of  bloodletting  that  might  ifel 
kill  the  patient? 

Yom-  stoiy  mentions  that  $500  mibr 
has  so  far  been  expended  on  Advn 
tix.  The  story  suggests  that  even  irri 
has  gone  into  digital  imaging,  partiU 
larly  this  yeai'.  While  it  is  too  earl.^ti 
be  confident  that  these  two  moves  T( 
the  right  ones  to  build  the  compaV^ 
future,  it  surely  is  also  too  earl.\' 
write  them  off.  To  do  so  make,-^  < 
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ONTBRILLANT 

calling  Breitling's  pioneering  days, 
;  name  Montbrillant  refers  to  its  first 
ge  chronograph  factory,  in  the  hills 
ove  the  city  of  La  Chaux-de-Fonds. 
e  Montbrillant  spirit  lives  on  today 
a  line  of  outstanding  mechanical 
ronographs,  all  featuring  the  circular 
Je  rule  Breitling  invented  in  the  early 
40s. 


AUTHORIZED  BREITLING  AGENT: 


iYii^xoii'«; 


iamond  Merchants  6i  Estate  Jewelers 

522  S.  Glenstonc,  Springfield,  Missouri,  65804 

(417)887-1800 

)R  A  CATALOG  PLEASE  CALL  800/641  73  43 


Mechanical  chronograph 

Fitted  with  a  heavy-duty,  high- 
performance  Breitling  30  move- 
ment, the  remarkably  compact 
Montbrillant  chronograph 
records  short  times  along  with 
providing  the  time  of  day 
Its  glareproofed  crystal  protects 
a  dial  silvered  in  the  traditional 
manner.  Water-resistant  to 
30  m  (100  feet),  this  distinctive 
Navitimer  comes  with  the  new 
Navitimer  bracelet  or  the 
Breitling  leather  strap  of  your 
choice. 

U.S.  AIR  FORCE 


1  9  4  7  -  1  9  9  7 


NSTRUMENTS    FOR  PROFESSIONALS 


CREATE  ALL  YOU  WANT. 
YOU'VE  COT  THE  CAPACITY 


§  1997  Iomega  Corporation  lorrrega  and  Ihe  Iomega  logo  are  tegi 


jlered  Iradernarks.  and  Zip.  Zip  Buill-ln,  ^ip  Buill-ln  Irjgo,  ZipPlu'.,   Ilif  i-.ap. 


,cil/  lo  Uo  Mnr.,,  ..lid  Because  Hi  Your  Slutl"  are  Irademarks  of  Iomega  Coi 


You  need  big  cargo  space  on  your  computer  these  days.  Certainly  more  than  hard  drives  or 
little  floppies  can  offer.  Today's  multimedia  software  just  fills  them  up  too  fast.  But  a  Zip 
Built-in"  drive  gives  you  unlimited  space.  And  the  100MB  Zip  disks  can  handle  whatever  big 
nasty  file  you  throw  at  it.  So  if  you're  computer  shopping,  look  for  the  Zip  Built-in  logo.  It 
says  you've  got  the  capacity  to  create  more,  share  more,  save  more,  do  more,  www.iomega.com 


ZIP  DRIVE.  THE  CAPACITY  TO  DO  MORE. 


Introducing  Zip  Built-in. 

A  Zip"  drive  built  into  your 
notebook  or  desktop  PC  gives 
you  unlimited  capacity  to  store, 
back  up,  and  share  tons  of  stuff. 


s 

Packard  Bell 
NEC 


peLL 

ll  Apple 

SONY 
MICRON 

■  ELECTRONICS 

PowerComputing 
UNiSYS 


HITACHI 


SIEMENS 
NIXDORF 

With  over  8  million  out 
there,  Zip  is  the  standard. 

Not  only  are  they  built  into 
these  leading  computers,  you'll 
also  find  them  in  homes,  schools, 
businesses,  and  service  bureaus 
across  the  country. 


Already  have  a  PC? 
Get  a  Zip  external. 

Get  a  Zip  drive.  Or  the  new 
ZipPlus'"  drive  that  works  with 
either  SCSI  or  parallel  ports, 
has  an  amazingly  small  power 
supply,  and  comes  with  cool 
multimedia  software. 


• 


BECAUSE    IT'S    YOUR  STUFF." 


Iomega 


Manage  to  succeed. 


7 


Based  on 
world-renowned 
programs  developed 
by  Kepner-Tregoe, 
The  Culture  of  Success 
will  help  every 
organization  improve 
performance  and 
build  a  sustainable 
competitive 
advantage. 


/     CORPORATE  BELIEFS 

The 


"'"'V-'IU,/,,, 


Available  at  bookstores  everywhere. 


HERE,  THERE,  AND 
EVERYWHERE 


 -^^jA  J- 1 1    i  mfoMUTimiTiemiDietTuiimntroin  Irmm 


BusinessWeek 


SMART  mn  'H , : '  cmnolocy 

^J^MUTUAL  .''JNOS  ^MERCERS 
GLOBAL  MARKETS  ;if'^BONDS 

|beal  estate  and  more 


BusinessWeekH  BusinessWeek 


Subscribe  today! 

Get  the  news  you  want 
in  a  timely  fashion 
from  anywhere  in  the  world. 


Call 

1.800.635.1200 


BusinessWeek 


Hcyaitd  news  liUcUiiicucc. 


Readers  Report 


rent  profits  look  much  worse,  in  a/ 
economically  sensible  way,  than  thf 
really  are. 

So  the  accounting  has  put  Fisher  in 
predicament.  And  Fuji  Film  and  digit- 
imaging  competitors  are  rushing  in  ) 
take  full  advantage  of  Kodak's  reducl 
freedom  to  maneuver,  thereby  makir 
the  problem  considerably  worse. 

Which  will  happen  first:  Will  W; 
Street  learn  to  look  beyond  mislead! 
accounting,  or  will  Fisher  buckle  unc 
the  pressure?  I  hope  the  fii"st — but  ft 
the  second. 

Sidney  Schoeff 
Best 

ON  HUMAN  RIGHTS,  THE  BUCK 
SHOULD  TAKE  A  BACKSEAT 


I  agi'ee  we  cannot  take  unilateral 
tions  on  human  rights  without  givir 
some  thought  to  the  impact  those  ;- 
tions  may  have.  However,  the  comme 
taiy  appears  to  say  that  we  must  not 
anything  to  hurt  our  economy  c'  T 
WTong  way  to  stinke  at  religious  per: 
cution,"  News:  Analysis  &  Commenta 
Sept.  29). 

Taking  a  stand  for  what  is  rig 
doesn't  guarantee  business  success  a 
prosperity,  but  if  our  coimtry  can't  sta 
for  what  is  right,  then  we  do  not  < 
serve  to  prosper. 

Kevin  Harl 
Blountville,  Tei 


GREAT  AGE  IS 

NO  GREAT  DRAWBACK 


In  his  commentary  attacking  the  a 
payout  to  Occidental  Petroleum  ceo  E 
R.  Irani,  John  A.  Byrne  noted,  with  ( 
ident  disapproval,  that  four  Occidenil 
dii'ectors  are  over  80  ("For  a  so-so  C) 
$95  million  in  cash,"  News:  Analysis 
Commentary,  Oct.  20). 

BUSINESS  WEEK  and  others  ha 
rightly  pointed  out  the  downside 
boards  larded  with  current  and  fom 
officials  of  a  company,  as  well  as  boai 
packed  with  pals  of  the  ceo.  But  I  d 
pute  the  implication  that  someo 
should  be  denied  board  service  sim] 
because  he  or  she  is  above  a  cert; 
age.  If  shareholders  want  to 
turnover  on  boards,  they  can  limit 
rectors'  tenure,  regardless  of  age. 

Dan  Harris 
New  Yc 


WHERE'S  MANAGEMENT  ED 
FOR  THOSE  WHO  DO  THE  WORK? 


If  beings  from  another  planet  w( 
attempting  to  learn  about  working 


IS 
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(Digital  Safe) 

Iomega  100MB  Zip" disks  give  you  the  capacity  to  protect  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 


)  1997  Iomega  Corporation 


(E-mail  Box) 

Iomega  100MB  Zip'disks  give  you  the  capacity  to  archive  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROIVI  

THE  WORLD 
ON  A  CD-ROM? 


Digital  encyclopedias 
have  improved,  but 
their  makers  still 
have  a  lot  to  learn 

The  only  encyclopedia  I 
have  ever  owned  is  a 
101-year-old  9th  Edi- 
tion Britannica.  So  it's  no 
great  surprise  that  I  haven't 
been  a  big  fan  of  cd-rom  en- 
cyclopedias, which  have 
seemed  all  multimedia  sizzle 
and  very  little  steak.  But  a 
look  at  the  latest  ones 
showed  me  that  they 
have  matured  into 
useful  references. 

The  electronic- 
encyclopedia  mar- 
ket is  dominated 
by  the  one  product 
that  has  no  print  an- 
cestor, Microsoft  En- 
carta.  The  basic  version 
of  Eiicarta  comes  bundled 
on  many  new  computers,  but 
I  looked  at  the  enhanced 
two-('D  Deluxe  edition.  (A 
digital  videodisk  version, 
combining  both  CDs  and  an 
assortment  of  other  refer- 
ences on  a  single  disk,  is 
available  for  $120.)  World 
Book  ruled  the  market  for 
youth  encyclopedias  for 
decades,  but  it  sat  on  the 
sidelines  while  electronic 
products  devoui-ed  its  mar- 
ket. IBM  acquired  tlie 
potent  brand  name 
last  year  and  is  tack- 
ling Microsoft  head- 
on.  Meanwhile,  Ency- 
clopaedia Britannica, 
another  proud  name 
that  was  nearly  done 
in  by  the  electronic 
onslaught  (BW— Oct. 
20),  has  launched  its 
first  mass-market  cD 
version. 


Encarta  is  still  the 
flashiest  encyclopedia  around, 
with  gi'aphics  on  just  about 
every  page  and  lots  of 
videos.  But  while  its  content 
has  improved  since  its  early 
days,  Encarta  still  seems  a 
bit  hght  on  hard  infonnation. 
For  example,  a  search  for 
"Thirty  Years  War" 
tuiTis  up  a  2,000-word 
article  that  offers  a 
superficial  summary 
of  the  conflict. 

One  of  the  gi'eat 


consequences  of  the  war,  but 
if  you  click  on  "Peace  of 
Westphalia,"  you  learn, 
among  other  obscure  facts, 
that  "Mecklenburg-Schwerin 
was  enlarged  by  the  bishop- 
rics of  Schwerin  and  Ratze- 
burg  in  compensation  for 
Wismar." 

Encarta  Deluxe  comes 
with  a  nice  bonus — a  progi'am 
called  Research  Organizer.  It 
allows  a  student  to  type  or 
cut-and-paste  information — 
including  pictui'es  and  gi'aph- 
ics— onto  the  electronic  equiv- 
alent of  index  cards.  Reseai'ch 
Organizer  allows  the  cards  to 
be  organized  into  an  outline 
for  writing 


strengths  of  electronic  ency- 
clopedias is  their  ability  to 
use  hyperlinks  that  allow  the 
reader  to  jump  to  a  related 
subject  with  the  click  of  a 
mouse.  Yet  Encarta  disap- 
points on  that  score.  The 
"Thirty  Years  War"  article 
contains  only  two  such  links, 
and  they  are  odd  ones.  The 
main  article  fails  to  tell  you 
much  about  the  causes  or 


You  Can  Look  It  Up 


PRODUCT 


PLATFORM 


BRITANNICA  CD  98 

ENCYLOPAEDIA  BRITANNICA 

ENCARTA  98  DELUXE 

MICROSOn 

WORLD  BOOK  98  DELUXE 

IBM 


WINDOWS  95,  NT 


WINDOWS  95,  NT,  MAC  $80 


WINDOWS  3.1,  95,  NT  $50 


DATA  COMPANIES.  EGGHEAD  INC. 


a  paper 
and  it  automatically  builds  a 
bibliogi'aphy. 

World  Book  is  nowhere 
near  as  pretty  as  Encarta, 
but  it's  often  more  informa- 
tive. Searching  its  index  for 
"Thirty  Yeai's  War"  turns  up 
an  article  that's  about  the 
same  length  and  depth  as 
Encarta's  but  that  also  pro- 
vides references  to  articles 
on  such  related  top- 
ics as  the  counter- 
reformation  as  well 
as  biogi'aphies  of  key 
figures  in  the  war. 
World  Book  has  a 
big  drawback,  how- 
ever: You  can't  cut 
and  paste  World 
Book  text,  as  you 
can  with  Eucarta's, 
for  use  in  a  report. 
Both  World  Book 


PRICE 


$125 


and  Encarta  boast  of  Wo 
Wide  Web  links,  but  I  fo 
that,  in  general,  I  could 
about  as  well  searching 
Web  on  my  own.  The  m 
use  for  the  built-in  Unks  is 
connect  to  the  Microsoft  f 
IBM   sites,  which  prov§ 
information  updated  sii^f 
the    encyclopedias  we 
published. 

POWERFUL  ENGINE.  Britaii 
ca  9S,  which  should  be 
store  shelves  in  mid-Nove 
ber,  is  a  different  bea 
While  its  pubhsher  sugge 
that  it  could  be  used  by 
nior  high  school  students,  i 
encyclopedia's  content 
language  are  too  difficult 
most  students  below  hi 
school.  Indeed,  some  articl 
such   as  the  entries 
mathematics,  seem  ain 
at    college  level 
above. 

The  Brita)niic( 
built  for  browsi 
My  "Thii 
Years  W; 
search  thi 
produced  an 
tide  not  mi 
longer  than  1>. 
cartas.  But  tilt 
biief  sui'vey  ct- 
tained  26  links  c 
related  topics  tltt 
would  leave  you  wii 
a  sohd  lesson  in  17th  ci- 
tury  European  history.  Av 
it  includes  a  powerful  fi 
text  search  engine,  sn 
queiy  on  "Caixlinal  Richelii. 
turns  up  not  only  a  biogi 
phy  of  the  French  state.-^n; 
but  also  an  article  on  Vine  i' 
Price,  who  played  the  caii- 
nal  in  a  movie,  and  mil 
more.  It  also  gives  intelligii 
answers  to  queries  such  5 
"What  treaty  ended  the  Vti 
of  the  Austrian  Successioi' 

Britannica  was  my 
vorite,  and  I  recommendi 
to  curious  adults  who  w  '. 
to  do  some  intelligent  Inn 
ing.  But  its  contents  an'  j 
too  much  for  school-age  Ixi 
For  them,  I  would  recti 
mend  World  Book  or  En<M 
ta,  with  the  edge  going! 
World  Book  for  its  mce 
comprehensive  text. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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FROM  EMPLOVEE  BENEFITS  TO 
INVESTMENT  MANAGEMENT 


Serving  Businesses  Ot  All  Sizes 


Voluntary  Benefits  Group 

•  One  source  to  meet  employee  needs 
Eases  administrative  burden 


:  USER-FRIENPLY  EMPLOVEE  COMMUNICATIONS 
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Long  Term 
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International  Equity 

International  Fixed  Income 

Real  Estate  ir-rii 
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INFORMATION 
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1-800-MetLife 
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account  representotive  and  ask  about  MetLife  for  business. 
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A  Delta  Air  Lines 
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There  are  a  million  reasons  to  fly  today 
only  one  that  matters  to  you. 


You  could  be  on  a  quest  to  rah 
start-up  capital.  Maybe  you're  flyir) 
to  start  a  new  job  in  a  new  cit 
You  might  be  crossing  the  skit 
with  a  ring  in  your  pocki 
and  a  proposal  on  your  lip 
Whatever  your  reasoi 
it's  important  to  us  as  we, 
Which  is  why,  at  Delta  Air  Line 
we  promise  to  make  the  proce. 
of  getting  to  the  place  you  wai 
to  be  as  good  as  the  reasor 
you  have  for  going  ther^ 
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Call  your  Travel  Agent  or  Delta  Air  Lines  at  1-800-221-1212,  or  visit  us  at  www.delta-aircS, 
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ide  Story  of  Intrigue,  Egomania,  and  Business  Blunders 

Darlton 

usmess.  463pp.  $27.50 


ICY  TALES 

[OM  A  BRUISED  APPLE 


•r  any  observer  caught  up  in  the 
oo-weird-to-be-true  soap  opera  at 
ipple  Computer  Inc.,  the  times 
t  be  better.  Dramatically  speak- 
lat  could  beat  the  return  of  com- 
;o-founder  Steven  P.  Jobs,  the 
•ial  high-tech  superstar  who  cre- 
le  company  in  his  pai'ents'  garage 
1?  Now  pondering  whether  to  be- 
ull-time  CEO,  the  interim  chief  is 
either  to  grab  his  greatest  glory 
ing  the  company  or  to  oversee 
xt  and  possibly  final  chapter  in 
5  tortuous  fall  from  grace, 
eern  over  the  outcome  has  di- 
the  world  over  avidly  reading 
de  rags.  Now  comes  Apple:  The 
Story  of  Intrigue,  Egomania,  and 
ss  Blumlers,  in  which  Wall  Street 
I  West  Coast  technology  reporter 
irlton  gives  us  some  glimpses  of 
modus  operandi.  In  one  passage, 
1  describes  a  meeting  during  Ap- 
irly  days  at  which  Jobs,  clad  only 
ts  and  running  shoes,  decided  to 
an  Apple  employee  what  he 
t  of  him.  "He's  disagi'eeing  with 
uy,  so  he  kicks  off  his  shoes  and 
is  bare  feet  on  the  table,"  a  for- 
pple  manager  tells  the  author, 
•amed  the  guy's  face  with  his 
bid  it  wasn't  just  underlings  who 
ch  treatment.  In  the  mid-1980s, 
I  William  H.  Gates  III  at  a  loss 
w  to  deal  with  Jobs,  who  was 
r  life  difficult  as  Microsoft  Corp. 
led  to  create  a  Macintosh  version 
Excel  spreadsheet.  "Steve  keeps 
at  us,"  Gates  tells  a  friend  at 
"I  don't  know  whether  to  work 
Mac  or  not." 

1  stories  hint  at  the  highly 
d  atmosphere  that  must  exist  in- 
.pple's  Cupertino  (Calif.)  head- 
rs  today.  But  unfortunately,  such 
ibout  the  new  top  man  aie  rare 
book,  a  463-page  effort  that  fo- 
)n  the  period  from  1985  to  early 


1997 — befoi'e  Jobs  took  the  helm  again 
this  past  July.  With  its  ton-ent  of  names, 
details  about  clandestine  meetings  from 
unnamed  sources,  and  arcane  descrip- 
tions of  failed  technology  projects,  Apple 
tells  more  than  most  readers  will  want 
to  know.  It  can  be  deUcious  reading  for 
dedicated  Apple-watchers,  but  the  book 
is  bound  to  leave  general  readers  hun- 
giy  for  more  up-to-date  analysis. 

Not  all  of  this  is  Carlton's  fault.  The 
story  is  simply  moving  too  fast  for  any 
book  to  keep  up.  He  manages  to  stuff 
into  a  12-page  epilogue  the 
firing  of  CEO  Gilbert  F.  Ame- 
Uo  in  July,  Jobs's  subsequent 
overhaul  of  Apple's  board, 
and  the  headline-grabbing 
partnership  with  Microsoft. 
But  even  that  doesn't  get  to 
Jobs's  more  recent  decision 
to  kill  Apple's  clone  strategy 
or  Apple's  recent  announce- 
ment of  a  30%  drop  in  quar- 
terly sales  from  the  previ- 
ous year. 

Carlton's  exhaustive  re 
porting  does  biing  some  cnicial  nioiiicnls 
in  Apple's  past  to  life.  Carlton  describes 
how,  in  1985,  young  marketing  whiz 
Daniel  L.  Eilers  got  roared  out  of  the 
room  by  then-chief  technologist  Jean- 
Louis  Gassee  for  suggesting  that  Apple 
should  sign  up  Mac  doners — an  attempt 
that  EOers  was  to  make  four  more  times 
before  Apple  finally  listened  10  years  lat- 
er And  Carlton  manages  to  confirm  ni- 
mors  of  the  bizarre  behavior  of  ceo  John 
Sculle/s  tension-racked  successor,  Michael 
H.  Spindler,  who  on  repeated  occasions 
was  found  hiding  under  his  desk  as  Ap- 
ple's problems  got  the  best  of  him. 

There  are  also  enough  tales  of 
botched  merger  efforts  to  boil  the  blood 
of  Apple's  suffering  shareholders.  We 
see  Spindler  botch  a  round  of  talks  vrith 
IBM  in  1994.  Then  there's  the  case  of 
Philips  Electronics,  which  came  within 
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one  vote  of  approving  a  buyout  of  Ap- 
ple, and  a  brief  1995  fliilation  vrith  rival 
Compaq  Computer  Corp. 

Carlton  captures  some  of  the  ghosts 
of  Apple's  recent  past  as  well.  For  ex- 
ample, there's  longtime  human  relations 
chief  Kevin  Sullivan,  portrayed  as  a 
pandering,  mean-spirited  man  who 
hitched  his  fortunes  to  Spindler  When 
he  tries  to  give  Sculley  a  condolence 
hug  just  days  after  plotting  the  ceo's 
ouster,  Sculley  coldly  pulls  away. 

If  mismanagement  at  Apple  isn't  news, 
some  of  Cai'lton's  insights  about  Microsoft 
may  be.  While  Gates  is  considered  evil  in- 
carnate in  Mac  circles,  this  book  shows 
him  to  be  far  more  a  patient  friend  than 
a  vicious  foe.  TVue,  Gates  has  long  made  a 
killing  by  selling  Mac  progi-ams,  but  he 
once  tried  to  steer  Apple  toward  a  strat- 
egy that  would  have  made  the  Mac,  not 
Wmdows,  the  softwar-e  standaixl  in  the  PC 
industry.  The  book  not  only  includes  the 
full  text  of  a  1985  memo  that  lays  out 
that  plan  but  also  reveals  that  Gates  ac- 
tually called  executives  at 
Hewlett-Packard  Co.  and 
AT&T  to  make  sure  there  was 
real  interest  from  possible 
doners  before  sending  the 
note. 

Gates  repeatedly  leaves 
the  door  open  to  tighter 
links,  despite  shoddy  treat- 
ment from  mistrustful  Ap- 
ple executives.  Take  Apple's 
1995  sneak-attack  lawsuit 
against  Microsoft  over  a  tiff 
-"— '  [hat  Gates  thought  he  had 
sti-aiulitcni'd  out.  Lambasting  Spindler 
for  Apple's  "lack  of  candor  and  hon- 
esty," he  nonetheless  reaches  out  a  hand 
to  an  already-weakening  Apple.  "I  still 
feel  that  a  constnactive  dialog  between 

you  and  me  would  be  helpftil  I  think 

the  Macintosh  has  a  bright  future,"  says 
Gates.  It's  a  much  kinder  and  gentler 
Gates  than  we  usually  hear  about  now. 

Still,  readers  who  want  to  stay 
abreast  of  the  Apple  story  will  need  to 
look  elsewhere.  The  saga  is  far  from 
over — and  Carlton's  book  repeats  the 
mistake  made  by  two  decades  of  Ap- 
ple managers:  It  gets  caught  up  in  the 
turbulent,  self-involved  scene  in  Cuper- 
tino and  fails  to  analyze  Apple's  place  in 
the  larger  world. 

BY  PETER  BURROWS 
Burroim  covers  Apple  and  other  com- 
panies in  Silicon  Valley. 
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CARLTON  SAYS  BILL  GATES  HAS  BEEN 
MORE  A  PATIENT  FRIEND  THAN  A  VICIOUS  FOE 


Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


A  TURNING  POINT 

IN  THE  BATTLE  FOR  EUROPE? 


KEY  CHOICE: 

If  Schroeder 
becomes 
German 
Chancellor, 
will  he  curb 
statism,  as 
Britain  has 
done,  or  veer 
to  the  left  like 
France  and 
Italy? 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Technology 


European  policymakers  are  torn  be- 
tween common  sense  and  a  myopic  de- 
nial of  reality.  They  can't  decide 
whether  to  let  market  forces  operate  or  sim- 
ply keep  the  status — and  statist — quo.  The 
French  election  of  a  Socialist  Prime  Minister 
and  the  recent  Italian  deal  between  Prime 
Minister  Romano  Prodi  and  his  left-wing 
coalition  partner  suggest  that  Eui"ope's  statist 
side  may  be  triumphing.  But  Tony  Blair  in 
Britain  and  Gei'hai'd  Schroeder  in  Germany 
(if  he  wins  the  upcoming  elections)  may  tilt 
Em'ope  toward  markets.  The  fight  for  Eui"ope 
is  in  full  swing. 

Over  the  past  year,  Europe's  political  land- 
scape has  changed  a  lot.  Britain  elected 
Labour,  and  Blair  is  less  likely  to  halt  the 
Thatcher  revolution  than  complete  it.  He  is 
simply  putting  a  softer  face  on  consei-vative 
policies.  It  is  no  accident  that  he  was  not 
well  received  when  he  talked  to  the  Trades 
Union  Congi'ess. 

The  exact  opposite  is  Lionel  Jospin, 
France's  new  Prime  Minister.  He  came  to 
power  to  everyone's  surpiise.  An  overconfi- 
dent right  wing  called  an  election  to  strength- 
en its  lead,  only  to  find  that  a  population 
tired  of  arrogance  and  globalism,  unemploy- 
ment and  economic  insecmity  wanted  a  break 
from  reality.  Jospin  told  them  what  they 
wanted  to  hear.  He  said  "no"  to  privatiza- 
tion, "yes"  to  shortening  the  workweek  to 
cut  unemployment,  and  "no"  to  globalization. 
To  escape  the  mai'ket's  pimishment  of  high  in- 
terest rates  and  a  collapsing  currency,  he 
kept  France's  commitment  to  Eiu'opean  Mon- 
etary LJnion. 

PAINTED  PINK.  The  most  recent  events  in 
Italy  reinforce  the  Jospin  du'ection.  An  ItaUan 
government  came  to  power  by  defeating  the 
right-wing  administration  of  Silvio  Berlusconi 
and  then  cinmbled  when  left-wing  partners 
would  not  swallow  the  budget  cuts  designed 
to  meet  Maastricht  targets.  Prime  Minister 
ProcU  r-esigned.  But  this  being  Italy,  new  elec- 
tions ai-e  not  being  called,  and  Pi'odi  has  made 
up  with  the  leftists.  The  deal  he  made  is  the 
worst  of  both  worlds.  The  left  accepts  some 
budget  cuts  to  keep  Italian  emu  membership 
alive  in  exchange  for  stopping  privatization 
and  introducing  a  short  workweek. 

Italy  is  being  painted  pink,  just  the  same 
as  France.  Worse,  they  are  working  hand  in 
hand.  Piivatization  of  France's  airline  is  off;  so 
is  that  of  Italy's  money-losing  airhne.  Rather, 


the  two  are  being  merged.  Instead  of 
bad  airlines,  there  will  be  one  big,  very 
airhne.  Now  if  there  is  a  strike,  it  will  b( 
both  countries.  Such  sohdarity  will  soon 
come  the  standard  for  more  European  m( 
ers.  Keep  an  eye  on  the  oil  companies  an 
few  other  public-sector  megabusinesses. 
rhetoric  will  be  modernization,  but  the  rea 
is  that  cross-border  solidarity  will  be  a  : 
union  weapon. 

LIFTOFF?  The  next  round  in  the  battle 
Europe  will  come  in  Germany.  Chance 
Helmut  Kohl  has  done  his  gi-eat  deed- 
unification.  He  is  too  tired  to  campaign 
victory,  and  the  electorate  is  too  weary 
hand  it  to  him.  More  hkely  than  not.  So 
Democrat  Schroeder  will  beat  him,  just 
Labour  won  in  Britain.  His  victory  is  m 
likely  because  he  has  the  CUnton-Blah*  toi 
He  is  not  burdened  with  a  lot  of  convicti< 
Accordingly,  he  has  no  progi'am  and  can  s( 
caring,  sympathetic,  and  unthreatening  to 
But  come  next  fall,  he  will  probably  bt 
office  and  must  then  make  his  choices. 

If  Schroeder  goes  the  way  of  Italy 
France,  Gennany  will  respond  to  its  un 
ployment  by  shortening  the  workweek,  p| 
suring  companies  not  to  restructure, 
pushing  Bnissels  to  enact  Eiu'opewide  poli 
to  protect  the  social  status  quo  at  the 
pense  of  corporate  profits. 

If  Schroeder  goes  the  way  of  Britain, 
will  not  only  give  Gennany  a  gi-eat  chanci 
get  out  of  the  welfai-e  state  but  also  make 
impossible  for  France  and  Italy.  Ultima! 
Germany  sets  the  tone  in  Europe  for  mc 
tary  policy,  business  practices,  and  labor 
lations.  If  Schroeder  goes  pink,  unions 
call  the  shots  eveiywhere.  If  he  asks  1 
jobs  get  created  and  wealth  gets  built, 
rope  will  shoot  like  a  rocket  out  of  its  cun 
mess.  The  Euro  will  create  important  cap 
mai-kets,  and  a  can-do  attitude  will  biing  l 
business  enthusiasm  and  gTowth. 

What  do  we  know  about  Schroeder? 
certainly  is  not  loinning  on  a  business  tic 
but  he  did  let  slip  a  powerful  hint.  As 
about  Biitain,  he  noted  that  Blair  had  a  cu 
job:  Thatcher  had  done  the  dirty  work,  w 
Blair  got  to  put  some  fr'osting  on  the  cakel 
Gei-many,  he  added,  they  would  have  ted 
the  hard  work  themselves.  Once  in  ofl-( 
Schroeder  can  tilt  the  European  balamc 
ward  prosperity  and  save  it  from  its  ret. 
grade  half.  Here's  hoping.  | 
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Economic  Trends 


BY  GENE  KORETZ 

THE  UNHEALTHY 
U.S.  INCOME  GAP 

It's  linked  to  higher  levels  of  illness 

America  has  the  highest  per  capita 
income  among  the  world's  leading 
countries.  Yet  despite  the  well-estab- 
lished relationship  between  people's  eco- 
nomic status  and  their  health,  the  U.  S. 
trails  a  number  of  nations  in  life  ex- 
pectancy and  other  health  indicators. 
Why  this  apparent  disparity? 

One  clue  provided  by  British  econo- 
mist Richard  G.  Wilkinson  in  his  recent 
book.  Unhealthy  Societies:  The  Afflic- 

DOES  INCOME  INEQUALITY 
AFFECT  MORTALITY? 

INCOME  SHARE  OF  BOHOM  50%  OF  HOUSEHOLDS* 

AGE-ADJUSTED  MORTAUTY  RATE  (DEATHS  PER  100,000) 


953 

FIVE  MOST 
UNEQUAL  STATES  ^ 

NEW  HAMPSHIRE,  VERMONT, 
UTAH,  ALASKA,  WISCONSIN 


DATA  GEORGE  A  KAPUN 


LOUISIANA,  MISSISSIPPI,  NEW 
YORK,  KENTUCKY,  ALABAMA 

ALL  FIGURES  BASED  ON  1990  DATA 
•SHARE  OF  TOTAL  HOUSEHOLD  INCOME 


tio7is  of  Inequality,  relates  to  Ameri- 
ca's widening  gap  between  rich  and 
poor  Wilkinson  argues  that  health  gains 
in  advanced  nations  are  more  affected 
by  levels  of  income  inequality  than  by 
absolute  living  standards.  His  research 
indicates  that  life  expectancy  in  such 
nations  is  relatively  unrelated  to  aver- 
age income  but  tends  to  be  higher  in 
countiies  with  less  inequality.  Moreover, 
longevity  had  nsen  faster  in  those  with 
narrowing  income  gaps  than  in  those 
vdth  widening  ones. 

Now,  Wilkinson's  findings  have  re- 
ceived important  corroboration  in  new 
studies  focusing  solely  on  health  indi- 
cators within  the  U.  S.  itself.  In  one,  a 
team  led  by  epidemiologist  George  A. 
Kaplan,  formerly  of  the  California 
Health  Services  Dept.  and  now  at  the 
University  of  Michigan,  found  there  was 
a  strong  correlation  between  statewide 
mortality  rates  and  the  degree  of  in- 
come inequality  among  the  50  states 
(measured  by  the  share  of  income  re- 
ceived by  the  bottom  50%  of  households 
within  a  state). 


A  similar'  study  by  researchers  at  the 
Harvard  University  School  of  Public 
Health  found  that  income  disparities 
were  associated  with  higher  state  death 
rates  from  cancer,  heart  disease,  infant 
mortality,  and  homicide.  Since  both  stud-- 
ies  controlled  for  such  factors  as  average 
income  levels,  race,  and  incidence  of 
poverty,  it  appears  that  income  gaps  af- 
fect the  health  of  more  than  just  the 
poor  and  racial  minorities.  Also,  while 
overall  U.  S.  mortality  rates  fell  during 
the  1980s,  the  Kaplan  gi-oup  found  they 
feD  more  slowly  in  states  with  the  gi-eat- 
est  increases  in  income  inequality. 

Why  would  income  inequality  affect 
health?  In  a  follow-up  study  published  in 
the  latest  issue  of  the  American  Jour- 
nal of  Public  Health,  the  Harvard  re- 
searchers find  that  income  inequality  is 
associated  with  low  levels  of  "social  cap- 
ital": That  is,  residents  of  states  with 
wider  income  disparities  show  less  tmst 
of  others  and  lower  membership  in  vol- 
untary organizations  and  neighborhood 
groups.  The  Kaplan  study  also  noted 
that  such  states  have  higher  rates  of 
violence  and  disability,  more  people  lack- 
ing health  insurance,  and  less  invest- 
ment in  education. 

Whatever  the  reason,  the  apparent 
relation  between  income  disparities  and 
health  seems  worrisome — particularly 
since  America's  income  gap  shows  little 
sign  of  narrowing. 


DOES  CAR  SAFETY 
COST  TOO  MUCH? 

A  study  of  used-car  prices  says  no 

It's  an  economic  axiom:  If  the  price  of 
one  of  two  competing  products  is 
raised,  demand  will  shift  to  the  other 
item — resulting  in  a  rise  in  its  price.  In 
a  recent  study,  economist  Wayne  R. 
Dunham  of  the  Justice  Dept.'s  Antitrust 
Div.  uses  this  rule  to  find  out  what  val- 
ue consumers  have  attached  to  automo- 
bile-safety regulations. 

From  the  early  1970s  to  the  early 
1990s,  notes  Dunham,  stiffer  safety  re- 
quirements, mainly  seatbelts  and  related 
passive  restraints,  upped  the  cost  of  a 
new  car  by  $900  (in  1990  dollars).  In 
the  same  period,  emission-control  regu- 
lations, which  resulted  in  the  introduc- 
tion of  catalytic  converters,  drove  up 
new-car  prices  by  a  further  $1,400. 

Dunham  theorized  that  price  hikes 
caused  by  the  imposition  of  either  ty]3e 
of  regulation  would  immediately  tend  to 
shift  some  demand  to  cheaper  used 
cai-s — thus  raising  prices  at  used-car  lots. 


But  since  safety  devices  presumably  '(o 
vided  some  value  to  new-car  buy? 
they  should  have  sparked  less  of  a  * 
mand  shift  than  emission  control  ig! 
and  thus  less  of  a  rise  in  used-car  pri  ■ 
Using  an  econometric  model  reflec 
price  data  from  the  20-year  period,  I 
ham  found,  as  expected,  that  the  in 
sition  of  emission-control  rules  put 
ward  pressiu-e  on  used-car  prices, 
to  his  surprise,  he  also  found  that 
stead  of  rising  less,  used-car  prices 
tually  tended  to  fall  in  the  wake  of 
mandated  introduction  of  safety  devi 
In  short,  consumers  appear  to  have 
ed  with  their  pocketbooks  in  favo: 
the  safety  improvements  promised  _ 
the  new  regs. 


LOW  PRICES:  BAI 
OMEN  FOR  CHINi* 

Domestic  demand  is  evaporatin; 

Ordinarily,  a  decline  in  inflation 
welcome  development.  But  in  \ 
of  the  tui-moil  enveloping  Southeast  /' 
the  cun'ent  sharp  slowdown  in  Chi 
inflation  rate  looks  ominous.  At 
count,  consumer  prices,  which  were  i 
ing  at  nearly  a  30%  cUp  in  late  r> 
were  up  less  than  2%  on  a  year-o  '- 
year  basis  and  still  losing  steam. 

China's  problem,  according  to  Jos 
P.  Quinlan,  an  economist  at  Mor 
Stanley,  Dean  Witter,  is  that  dome 
demand  has  evaporated  as  consuii 
worry  about  massive  layoffs  cause( 
a  restructuring  of  state  enterpri 
With  capacity  utilization  down  to  •' 
recently  and  ^Aith  warehouses  buli 
with  unsold  goods,  China  has  b 
pulling  out  all  the  stops  to  pron 
exports — taking  market  share  fron 
Asian  neighbors,  ■—n™—^™— ^ 
But  that  strategy 
has  helped  spark 
the  current  round 
of  competitive  de- 
valuations. 

To  keep  growth 
from  sputtering, 
the  government 
recently  cut  inter- 
est rates.  If  in  ad- 
dition, China  de- 
cides that  it  must 
devalue  its  cmren- 
cy  again,  warns 
Quinlan,  we  could 
see  a  vicious  de- 
valuation spiral  that  would  threatei 
plunge  the  entii'e  Pacific  Rim  area  in 
widening  recession. 
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PRESENTATION 


TECHNOLOGV 


Hoiii  Business  Puts  It  to  Morh 


In  today's  keenly  competitive  marketplace,  the  term  "presentation"  has 
taken  on  a  new  meaning.  Fueled  by  technology  and  the  information 
explosion,  presentations  are  no  longer  just  linear  stories  with  a  support- 
ive collection  of  charts  and  pretty  pictures.  The  concept  has  evolved  into 
a  vital,  keystone  element  in  almost  any  business  transaction.  One  that 
involves  a  dazzling  array  of  attention-grabbing,  information-delivering 
sight  and  sound  equipment  designed  to  get  the  message  across. 


#IN  AN  EMERGENCY,  split- 
sfi  onJ  deci:iions  mean  the  dijjer 
between  lije  and  death.  Not  siirpnsmglj:  the 
the  Red  Cf.ns  puts  a  tremendous  amount  of 
importaiKc  on  training  and  preparedness. 


MultiSync  MI  LCD  Ptoieclors 

MT810 

MTIOOO 

Resolulions  640  « 480. 

640  I  480, 

Supported    800 1 600, 

800  <  600, 

1024  I  768 

1024  1  768, 

with 

1280 »  1024 

Accueiend'" 

with 

tectinology 

AccuBlend'" 

technology 

Video        NTSC,  PAL, 

NTSC,  PAL, 

Compatibility  SECAM, 

SECAM, 

NTSC  4  43 

NTSC  4  43 

Brightness    550  ANSI 

450  ANSI 

Lumens 

Lumens 

Weight        15  5  lbs 

159lhs 

Dimensions 

(W,H,D)      I56x5;xl26'  156<5?<126- 

Both  models  are  compatible  with  PC,  Mac 

and  workstation  computers,  tealure  built- 

n  audio  and  2  years  ol  InstaCare  24  hour 

replacement  service 

jrtL  IN  A  DISASTER. 
'  ^HW^  '^"'^ ^^'ng^ 

that  helps  0IVC  you  peace  oj 
mind  i\  the  riijorous  training  of 
the  Red  Cri>\y  In  a  pre'ientation. 
one  of  the  tbiDi^s  that  helps 
give  you  peace  of  unnd  ^^  the 
superior  performam 
MultiSync  MT  LCD  pr,  I.  , 
(not  to  mention  their  rchahi, 
ity  and  incredible  ease  of  use) 


#FOR  MORE 
THAN  A 
CENTURY,  the  Red 

Cross  has  been  quick  to 
lend  a  helping  hand.  In 
addition  to  disaster  relief, 
they  present  comprehensive 
health  and  safety  programs 
such  as  CPR.  HIV/.ilDS 
education  and  Nurses 
certification  programs. 
In  fact,  the  Red  Cross  is 
a  leading  provider  oJ such 
health  and  safety  courses. 


THE  RED  CROSS  IS  IN  THE  BUSINESS  of  saving  lives.  In  some  ways, 
perhaps,  one  could  argue  that  we  are  as  well.  You  see,  the  new  MuhiSync  MT 
series  LCD  projectors  are  w  reliable  that  they're  backed  by  a  whole  new  level  of  customer 
service.  It  \  called  Insidi  arc  Scri  ilc  from  NLC  Icchnologies.  And  in  the  unlikely  event 
of  a  problem,  n  guarantees  a  replacement  projector  withm  24  hours  at  our  expense. 


MultiSynr  is  a  registered  trademark  and  MT810,  MTIOOO.  AccuBlend.  "Expect  more.  Dtpenenre  more  "  -ind  the  NEC  Technologies  icon  are  trademarks  of  NEC  Technologies,  Inc.  InstaCare  Service  is  a  limited  warranty  and 
t'i  only  available  in  the  U.S.  and  Canada  InstaCare  is  a  service  mark  o(  NEC  Technologies.  Inc  ©1997  NEC  Technologies,  Inc. 

Circle  Free  Product  Info  No.  86  or  For  More  Information  Call  Toil-Free  (888)  423-2463. 
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V  PRESENTATION  TECHNOLOGIES 
ER  NEW  SOLUTIONS 

The  purpose  of  this  special  supple- 
nt  is  to  show  you  how  companies 
h  as  Proxima,  TeleSuite,  Westing- 
ise,  The  Gallup  Organization  and 
achi  have  developed  —  and  are 
pting  —  the  new  technology  to 
'C  a  number  of  complex  presenta- 
1  problems.  It  also  tells  you  how  to 
)rove  your  company's  overall  success 
chieving  your  presentation  objectives. 
\  variety  of  case  histories  are  pre- 
red  on  the  following  pages  which 
r  solutions  for  a  wide  range  of 
umstances.  Some  describe  presenta- 
i  situations  which  involve  large  or 
ill  groups,  while  others  provide 
ght  into  how  technologically- 
anced  producrs  can  improve  presen- 
on  effectivemss.  Also  included  are 
nples  of  helpfiil  outside  resources 
)se  business  it  is  to  help  inexperi- 
sd  presenters  get  their  teet  wet. 
Clearly,  this  is  something  that 
nagers  in  every  industry  must 
n  about,  understand,  and,  literally, 
fit  from. 

^'  lh&  "^ffsf?  - 

i  ilniversilij "  Het)  Sife 


http://www.presentersuniver- 

tsity.com... the  place  to  go  for 
free  presentation  tips,  tools, 
and  training. 

Presenters  University  is  a  free, 
line  resource  from  Proxima 
rporation,  a  global  leader  in  the 
Itimedia  projection  marker.  It 
vides  easy-to-use  information  and 
Is  to  help  develop  and  deliver 
ctive  multimedia  presentations. 
Proxima's  Presenters  Uni\'ersity  offers 
s  access  to  interactive  presentation 
rseware,  technology  tips,  expert 
ice,  on-line  discussion  forums,  and 
ientation  templates.  Designed  for 
li  novice  and  experienced  presenters, 
Web  site  (http://www.presenters- 
v^ersity.com)  even  includes  on-line 
ice  to  assist  users  in  assessing  their 
ientation  styles  and  experience  levels, 
ienters  University  features  four  main 


areas:  Courses,  Advisor,  Library,  and 
Campus  Cafe. 

In  the  Courses  section,  introductory 
and  advanced  information  meet  a  vari- 
ety of  presentation  needs.  For  example, 
users  can  learn  how  to  determine  audi- 
ence expectations,  listen  and  respond 
to  questions,  use  fonts  effectively, 
understand  body  language,  and  take 
advantage  of  the  latest  meeting  room 
tools.  This  section  also  offers  guidelines 
for  establishing  the  right  presentation 
environment  encompassing  room  con- 
figurations, room  lighting,  overall 
screen,  image  and  font  sizes,  as  well  as 
image  size  and  brightness. 

The  courses  are  updated  monthly 
with  new  classes  and  information  on 
emerging  technologies,  innovative 
presentation  techniques,  and  applica- 
tions based  on  research  in  the  areas 
of  audience  retention  and  presenta- 
tion effectiveness. 

The  Library  area  offers  digital  stock 
and  Proxima-created  presentation  tem- 
plates that  can  be  downloaded.  In  addi- 
tion, links  to  other  companies  are  pro- 
vided to  assist  users  in  locating  infor- 
mation about  presentation  software, 
PC  systems  and  peripherals,  and  pre- 
sentation accessories  such  as  remote 
control  devices. 

Campus  Cafe  is  a  live  chat  room  that 
lets  users  exchange  ideas  and  share 
experiences  with  other  presenters. 
Some  of  the  subjects  covered  are  advice 
for  first-time  presenters,  technology 
tips,  questions  for  experts,  and  a  list  ot 
venue  favorites. 

Proxima  is  working  with  a  variety 
of  partners  to  enhance  the  content  of 
Presenters  University. 
For  example,  Lotus 
Development 
Corporation  is 
contributing  *> 
content  to  the 
Courses  section 


Ilie  Neui  fipe  of 
"Nuliimedid  CoiDfTiunicoiors" 

Time  was  when  executives  said  to  a 
staff  member,  "Here's  the  speech... 
give  me  some  dramatic  charts  and 
graphs  and  make  it  (i.e.,  me)  look 
good!"  But  the  nature  of  business,  and 
the  way  the  Web  and  the  other  new 
technologies  have  impacted  global 
communication,  have  significantly 
changed  all  that. 

Nowadays,  presenters  need  to  be  "mul- 
timedia communicators,"  and  learn  how 
to  deal  with  multiple-media  delivery 
techniques  and  equipment  in  a  dynam- 
ic, on-the-fly  environment.  Presenta- 
tions are  now  about  accessing  and 
using  all  kinds  of  information  using  a 
variety  of  exciting  formats,  tools,  and 
techniques  —  not  just  delivering  a 
straight-line,  linear  story  with  "accom- 
panying graphics." 

In  the  future,  "I  envision  a  CEO  in  front 
of  financial  analysts  with  a  joystick,  fly- 
ing through  the  information. ..and 
'playing'  the  presentation  (and  the 
audience)  like  a  video  game."  (Sound 
funny?  Guess  what  the  CEOs  of  thirty- 
years-from-now  are  doing  as  you  read 
this  article.  Right.  They're  sitting  home, 
playing  video  games!) 

ROB  LINDSTROM 

[From  recent  remarks  made  to  the 
International  Association  of  Presentation 
Professionals  (lAPP)  in  Boston.] 


Lotus  ScreenCam  movies.  In  addition, 
Lotus  and  Mind  Path  Technologies,  a 
Proxima  subsidiary  and  developer  of 
wireless  hand-held  remote  controls, 
are  featured  in  the  Presenters 
University  national  Road  Tour.  This 
seminar  series  highlights  developments 
in  multimedia  technology  and  offers 
examples  of  successful  presentation 


^  Qplnu   C«cUr,   tfto^  | 


on  topics  rang- 
ing from  play- 
ing Lotus  Free- 
lance Graphics 
presentations 
on  the  web  to 
tips  for  creating 
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methods.  Up-to-date  information  oi 
seminar  dates  and  locations  can  he 
found  in  the  Road  Tour  area. 

"Presenters  University  is  an  innov.i 
tive  resoLuce  center  that  promote 
knowledge  sharing  and  the  exchange  ol 
new  ideas  among  presenters  oi  all 
types,"  according  to  Steven  Richardson, 
Proxima's  vice  president  ot  marketing 
"We're  very  ple;ised  to  sponsor  this  use 
ful  Web  site  and  bring  some  of  the  best 
minds  in  the  industry  together  to  pro- 
vide a  single  source  of  valuable  infor- 
mation and  a  practical  way  to  easily 
improve  presentations." 

TliR  IMwk 

^^ 

Maintaining  face-to-face  rela- 
tionships is  vital  to  the  success 
of  virtually  every  organizations' 
management,  sales  and  cus- 
tomer support  efforts.  So 
important,  in  fact,  that  the 
typical  company  flies  hundreds 
of  executives,  sales,  and  sup- 
port personnel  thousands  of 
miles  each  year .  .  .  just  to  get 
them  in  front  of  the  people 
they  need  to  see.  But  technol- 
ogy may  change  all  that. 

In  a  recent  sales  meeting  with  the 
U.S.  State  Department,  a  team  of  four 
systems  engineers  from  a  major  tech- 
nology company  met  via  the  TeleSuite 
network  between  Washington,  D.C. 
and  suburban  Dayton,  Ohio.  The 
meeting  was  heltl  to  discuss  a  software 
upgrade  and  demonstrate  new  software 
modules  for  a  program  used  by  the 
State  Department. 

l^oth  TeleSuite  locations  had  a  20- 
inch  monitor  connected  to  a  single 
workstation  in  Ohio  that  demonstrat- 
ed the  new  software  module.  Both  par- 
ties could  simultaneously  view  the 
demonstration  and  interact  as  if  they 
were  in  the  same  room. 

One  participant  said,  "I  was  struck 
by  the  crisp,  clear  images  on  the  screen. 
The  size  of  the  images  was  truly  life-like 
and  I  really  felt  like  I  was  sitting  next  to 


our  clients  who  were  actually  hundreds 
of  miles  away  in  Washington,  D.C.  The 
meeting  was  just  as  productive  as  a  face- 
to-face  meeting." 

While  traditional  video-conferenc- 
ing systems  have  been  around  for 
many  years,  the  Telesuite  Network 
combines  the  benefits  ot  real  life 
meetings  and  virtual  reality  to 
redefine  conferencing  as  it  was  previ- 
ously known.  Tiking  advantage  of  an 
advanced  "virtual  conferencing" 
concept  that  employs  NEC  Tech- 
nologies' MultiSync  CRT  projectors, 
companies  can  now  dramatically 
reduce  travel  expenses  while  increas- 
ing face-to-face  interaction  with  key 
individuals.  Business  travel  won't  be 
entirely  replaced,  but  holding  meet- 
ings in  TeleSuites  can  help  enable  key 
personnel  to  cover  a  significantly  larg- 
er chunk  of  geography  in  any  given 
time  period. 

USER-FRIENDLY  ATMOSPHERE 
BREAKS  INTIMACY  BARRIERS 

P)eveloped  by  TeleSuite  Corpora- 
tion, the  TeleSuite  Network  brings 
real-time  conferencing  to  a  new  level 
of  productivity  as  it  gives  users  the 
perception  of  being  together  in  one 
room,  enhanced  through  eye  contact 
similar  to  that  experienced  in  face-to- 
face  meetings. 

s  i  n  e  s  s  H  e  e  h  /  N  o  v  e  m  b  e  f  10,1397 


"In  essence,  the  TeleSuite  solu- 
tion uses  technology  to  create 
'the  other  half  of  the  room/ 
allowing  participants  to  focus 
on  their  business  without  having 
to  think  about  the  technology." 


Participants  communicate  in  fully 
synchronized  audio  and  video 
between  TeleSuite  sites  across  tht 
country  —  each  party  interacting 
with  the  other's  real-life  virtual  image 
(or  "telepresence").  All  of  the  Tele 
Suite  participants  appear  life-size  or 
the  screen,  as  though  they  were  sifting 
across  the  table  in  the  same  room. 

The  TeleSuite  installations  have 
been  designed  to  facilitate  the  meeting 
itself,  while  significantly  down-playing 
the  presence  of  technology.  Each  octag- 
onal suite  provides  about  350  square- 
feet  of  meeting  space  and  features  ar 
oak  finish  conference  table  against  the 
92-by- 100-inch  screen.  Because  the 
suites  are  designed  as  mirror  images  oi 
the  other,  the  virtual  meeting  takes  or 
the  image  of  a  continuous  conference 
room.  A  pair  of  hidden  video  camera; 
at  each  location  captures  the  action  o: 
each  participant.  The  digital  image 
streams  are  compressed  and  transmittec 
in  real  time  to  the  other  TeleSuite,  where 


start  packing  lighter.  The  HP  SureStore'"  CD-Writer  Plus  handles  650MB  with  clrag-and-drup 
ease.  Selectively  erase  files  like  a  floppy.  Put  data,  video,  audio  all  ou  the  same  CD.  Enjoy  backward 
compatibility  with  read-only  CDs.  It  s  the  new  direction  in  storage.  Call  1-800-249-4057  Dept.  41812 
for  more  information  or  visit  us  at  www.hp.com 
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they  are  projected  onto  the  screen  using 
the  MultiSync  CRT  projectors. 

With  previous  systems,  partici- 
pants tended  to  toctis  on  the  technol- 
ogy rather  than  the  meeting.  Meetings 
held  via  traditional  videoconierencc 
technicjues  are  often  impersonal,  and 
attendees  find  they  lose  track  ot 
thoughts  and  objectives.  But,  with 
TeleSuite's  masked  technology,  you 
don  t  even  know  the  CRT  projectors, 
microphones  or  cameras  are  there. 

Using  TeleSuite's  patented  video 
mirror  concept,  the  TeleSuite  confer- 
ence facilities  actually  achieve  back- 
ground decor  compatibility  between 
locations.  The  video  system  is  primed 
at  each  location  with  a  still  image  of 
the  background,  which  is  compared 
frame-by-frame  and  pixel-by-pixel  in  a 
real-time  video  stream. 

Background  pixels  are  flagged  at 
the  transmitting  location  and  are 
replaced  at  the  receiving  projector  with 
pixels  compatible  with  that  location's 
background  decor.  The  result  is  the 
appearance  that  the  conference  room 
extends  beyond  the  screen  into  the 
other  location.  "  I  he  possibilities 
for  introducing  new  virtual  reality 
applications  to  the  TeleSuite 
Network  are  endless,"  explained 
Scott  Allen,  V.R  of  operations  at 
TeleSuite.  "We  are  investigating 
relationships  with  other  compa- 
nies that  woulcf  substitute 
real-time  computer-generated 
graphics,  creating  a  virtual 
reality  environment." 

Currently,  there  arc  public- 
access  leK'Suite  installations 
located  in  selected  Hilton 
Hotels  in  major  commercial  centers 
around  the  coimtry.  There  are  also  a 
number  of  propiictary  sites  housed 
within  corporate  olfices.  During  the 
next  five  years,  TeleSuite  Corporation 
expects  to  deploy  at  least  600  addi- 
tional suites  nationwide,  covering 
approximately  100  major  metro- 
politan areas.  Growth  is  expected 
to  be  fueled  by  both  company  and 
franchise  development  and  include 
private  corporate  sites  as  well  as 
public  locations. 


THE  UESIGHOUSE 

Corporate  Intranet 

How  do  you  put  information  at 
employees'  fingertips  in  a  mat-, 
ter  of  minutes  —  worldwide? 

The  Westinghouse  Industries  and 
Technology  Group,  part  of  Westing- 
house  Electric  Corporation,  is  a  leading 
supplier  of  technology  and  infra- 
structure products  and  services  to 
commercial  businesses  and  govern- 
ment agencies  worldwide.  The  compa- 
ny employs  more  than  50,000  people 
and  has  offices  all  over  the  world. 
"Distributing  materials  across  a  com- 
pany of  this  size  is  challenging,"  said 
Joe  Small  at  Source  W,  a  Westing- 
house  division  that  provides  electronic 
publishing  and  multimedia  services  to 
the  company  and  outside  customers. 
"We  create  thousands  of  pages  of 
product  information  for  clients  and 
manage  hundreds  of  pages  of  corpo- 
rate information  so  it  made  sense  for 
us  to  set  up  a  corporate  intranet  to 
support  our  employees." 


Westing- 


house  Intranet  allows  employees, 
worldwide,  to  access  product  cata- 
logues, human  resource  materials, 
corporate  newsletters,  and  other 
materials  from  an  internal,  highly- 
secured  Web  site.  "We  started  out 
using  HTML  (HyperText  Mark-up 
Language,  a  simple,  universal  mark- 
up language  that  allows  Web  pub- 
lishers to  create  complex  documents 
that  can  be  viewed  by  anyone  on  the 
Web,  regardless  of  the  computer  or 
browser  they  use)  to  put  information 

s  i  n  e  s  s  W  e  e  h  /  N  o  v  e  m  li  e  f  10.199 


online,"  said  Small.  "1  used  Adobt 
Acrobat  and  found  that  converting 
documents  into  Adobe's  PortabU 
Document  Format  (PDF  —  a  plat 
form  independent  file  format)  give- 
employees  cross-platform  access  tc; 
the  same  quality  materials  that  usee 
to  be  mailed  to  them  in  hard  cop) 
With  PDF,  employees  can  print  wha 
they  want  in  minutes  instead  of  waitj 
ing  a  week  or  more  for  forms  ot 
product  information  to  arrive  in  the 
mail.  By  using  the  Netscape  browsei 
on  their  desktop,  employees  world- 
wide can  also  access  Westinghouse': 
Windows  NT  Web  server  to  locate 
and  print  PDF  files." 

A  VARIETY  OF  DIGITAL  FORMATS 
AND  PLATFORMS. 

"When  we  started  the  project 
most  of  our  documents  were  alread) 
in  some  type  of  digitized  format,' 
said  Small.  "What  we  didn't  have  war 
one  consistent  way  to  deliver  these 
materials  to  our  clients."  Usins 
Adobe  Acrobat,  Small  was  able  to  take 
existing  files  and  convert  them  tc 
PDF.  "One  of  our  goals  in  set 
ting  up  a  corporate  intrane 
was  to  provide  our  employee: 
with  a  resource  that  the> 
would  want  to  use  often 
Combining  PDF  and  HTMI 
allowed  us  to  offer  a  range  of  useful 
high-c|uality  documents,  no  matte 
diere  they  came  from,"  said  Small. 

■  With  the  Westinghouse  intranet 
employees  can  print  what  they  wan 
in  minutes  instead  of  waiting  : 
week  or  more  for  forms  or  produc 
information  to  arrive  in  the  mail. 

■  The  company  is  saving  the  ptoduc 
tion  and  distribution  costs  o 
thousands  of  hard  copy  materials. 

■  By  combining  PDF  and  HTML  oi 
the  intranet,  Westinghouse  offers  : 
range  of  useful,  high-quality  electronii 
documents  which  are  both  applica 
tion-  and  platform-independent. 

■  PDF  files  enable  Westinghouse  tc 
publish  graphically  rich  document 
that  retain  the  same  look  and  feel  a 
those  distributed  in  print. 

■  PDF  files  are  now  created  in  minute' 
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YOU  CARRY  INTO 


ought  to  be  your  ideas. 


itroducing  the  first  true  personal  projector.  Call  us,  we'll 
igyou  a  demo:  i'8oo»294'640o  orwww.infocus.com/avmp 

Now  there's  a  projector  that  makes  you  look  brilliant, 
^et  fits  in  the  same  bag  as  your  notebook  computer.  The  new  personal 
ocus®  LP420.  It  packs  big-projector  image  quality  into  a  7-pound  wonder 
he  size  of  a  3-ring  binder.  So  now,  not  only  are  In  Focus  projectors  the 

world's  most  popular,  they're  also  the  easiest  to  carry. 

InFocus 

makes  \t  easy. 

Phone  (503)  685-8888  Fax  (503I  685-8631  In  Europe:  Phone  (31I  23  55(10300  Fax  (31)  23  5621,388.  AVMPC11997  In  Focus  Systems.  Inc.  In  Focus  is  a  registered  trademarl;  of  In  Focus  Systems,  Inc. 

Circle  Free  Product  Info  No.  88  or  For  More  Information  Call  Toll-Free  (888)  423-2463. 
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and  retain  the  document  fidelity. 
In  addition  to  continually  adding 
new  PDF  files  to  the  site,  Source  W  is 
looking  at  ways  to  make  the  site  more 
interactive.  For  example,  they  would 
like  to  enable  Westinghouse  employ- 
ees to  access  human  resource  forms 
online  and  then  send  them  back  to  the 
Human  Resources  department.  "It 
will  make  our  Intranet  a  tool  for  dif- 
forent  departments  to  send  and 
exchange  information  in  a  much 
faster,  more  efficient  way.  Currently, 
employees  print  forms  and  then  mail 
or  fax  them  back  to  the  department 
where  they  originated." 

A  future  project  includes  distribu- 
tion of  materials  to  representatives  in 
the  field.  "We  spend  a  lot  of  time  and 
money  distributing  thousands  of  pages 
of  documents  to  field  reps  all  over  the 
world,"  said  Small.  "Now  we  can  make 
these  documents  available  in  the  field 
without  sacrificing  the  quality  of  the 
printed  material.  We  can  deliver  data 
sheets,  product  guides,  and  marketing 


finoilief  Neshngliouse  Solution... 

...the  coordinated  translation  into 
English  of  visual  and  spoken  mes- 
sages given  by  two  Chinese  presen- 
ters for  a  U.S.  symposium  crowd  of 
more  than  1,000. 

Back  in  early  1996,  Westinghouse 
Power  Division  was  planning  a  three- 
day  symposium  to  be  held  in  Orlando, 
Florida,  for  power  companies  from 
around  the  world.  The  problem  was, 
however,  the  two  scheduled  presen- 
ters spoke  only  Chinese,  while  the 
audience  spoke  English. 

Using  their  in-house  resource.  Source  W, 
the  speeches  were  received  in  advance, 
story  boarded,  and  faxed  back  to  the 
Chinese  presenters  for  approval.  The 
day  of  the  conference,  any  last-minute 
changes  and  updates  were  made.  Then, 
prompted  by  a  translator,  the  techni- 
cians worked  on  the  speech  live  —  as 
it  was  spoken  —  and  created  it  in  text 
on  the  screen  to  go  with  the  computer- 
projected  visuals. 

It  was  a  huge  success!  Both  speeches 
went  off  perfectly  and  the  audience 
understood  all  the  material. 


collateral  to  our  sales  force  no  matter 
where  they  are,  whenever  they  need  it." 

r  Hollimedid  fjudi^orium 

1'  How  does  an  internationally- 
known  research  firm  use  tech- 
nology to  project  information 
into  the  next  century? 

Whether  forecasting  U.S.  elections 
or  tracking  consumer  buying  habits  in 
Asia,  the  Princeton,  New  Jersey-based 
Gallup  Organization  has  been  analyz- 
ing people's  attitudes,  opinions  and 
behaviors  for  over  60  years.  With 
offices  in  20  countries,  Gallup  now 
employs  2,000  research  professionals 
sei-ving  clients  across  national,  cultural 
and  linguistic  borders. 

Backstage  in  Gallup's  multimedia 
auditorium  in  Lincoln,  Neb.,  the  heart 


WITH  RESOLUTION  LIKE  THIS.  THE  ONLY  DIFFERENCE 
BETWEEN  THESE  TWO  IMAGES  IS  THE  SIZE. 

Introducing  the  EPSON  PowerLite  7000  projector  with  1024  x  768  resolution. 

Finally,  a  projector  that  gives  you  the  power  to  present  your  ideas  anywhere, 
under  any  lighting  condition,  using  any  kind  of  computer. 

Because  only  EPSON',  the  world  leader  m  portable  projectors,  gives  you  SizeWise" 
technology.  That  nneans  you  get  an  amazingly  clear  presentation  that's  a  dead 
ringer  for  your  computer  screen.  Just  a  whole  lot  bigger.  And  at  less  than  15 
pounds,  It's  as  easy  to  carry  as  it  is  to  set  up  and  use. 

For  more  information  on  our  award-winning  line  of  projectors  and  a  free  video, 
dial  1-800-442-1977  and  ask  for  Operator  3099.  Or  visit  us  at  www.epson.com. 
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Gallup's  day-to-day,  number- 
unching  operations,  Tom  Fletcher 
Drks  to  create  impact  with  the  latest 
video  and  presentations  technology. 


'rojecting  text  and  images  to 
hree  six-by-eight-foot  screens 
ear  the  stage,  the  auditorium's 
hree  Epson  PowerLite  5000 
idea  projectors  work  with  "just 
bout  every  type  of  input  that 
re  can  feed  them,"  said  Fletcher. 
fe  may  use  computer  SVGA  or 
video  as  various  inputs,  often 
fith  robotic  cameras  and 
multiple  video  tape  sources. 
\U  are  switched  through  AMX 
omputer  control,  including 
^ghting  and  sound,  visual  pre- 
enters,  electronic  white  boards 
nd  motorized  screen  control. 


One  o{  Fletcher's  greatest  finds 
was  the  Epson  PowerLite  5000  video 
projector.  "After  1-1/2  years  designing 
the  multimedia  center,  we  intention- 
ally waited  until  the  last  minute  to 
purchase  our  fleet  oi  video  projec- 
tors," he  said.  "Projector  technology 
has  been  changing  rapidly,  and  I 
wanted  to  make  sure  we  made  a  good 
choice  tor  our  projection  system." 

Speaking  presentations  at  Gallup 
include  internal  training  programs, 
research  analysis  presentations  for 
clients,  managerial  and  leadership 
training,  new  business  presentations, 
and  input  from  clients  themselves.  In 
addition,  Fletcher  has  worked  at 
Gallup  with  guest  speakers  like  Mike 
Singletary,  former  Chicago  Bears  foot- 
ball star;  David  Eisenhower,  grandson 
of  President  Dwight  Eisenhower;  and 
Mike  MuUane,  NASA  Space  Shuttle 
astronaut.  He  also  masterminds  com- 
puter and  multimedia  presentations  on 
the  road,  most  recently  when  former 
U.S.  Secretary  of  State  Henry  Kissinger 


joined  Gallup  in  New  York  to  present 
research  analysis  commentary  on  con- 
sumer buying  habits  in  China. 

Armed  with  laptops,  presenters 
arrive  at  the  Gallup  presentation  cen- 
ter and  suddenly  find  themselves  the 
stars  of  interactive  speaker  technology. 
From  the  podium  or  control  room, 
they  are  given  full  rein  of  their  com- 
puters, with  multiple  screens  and 
sources  at  their  fingertips,  and  the  free- 
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I  highly  recommend  my  Proxima  DP4200z 

•  you  re  my  cc 


DLP 


A  TEXAS  INSTRUMENTS  TECHNOIOGY 


When  you  get  right  down  to  it,  it's  not  just  about 
making  your  presentation  look  good.  It's  about 
making  you  look  good.  That's  why  I  always  go  with 
my  DP4200Z  from  Proxima.  Photo-crisp  images  tell 
my  story.  Razor-sharp  video  keeps  my  audience 
glued  to  the  message.  Sure,  it  was  Proxima  that  built  in 
both  SVGA  resolution  and  Digital  Light  Processing™  (DLP 
by  Texas  Instruments.  But  I'm  the  one  who  looks  brilliant. 


Call  us  today  for  a  demo  and  request  your  FREE 
"The  How-To's  of  Powerful  ^  esentations"  booklet! 
800-447-769    ext.  464 


Proxima 
DP4200Z 


Don't  forget  to  ask  about  our  Pro,  • 


®  Bright  Lease™  program. 


^•or  FREE  tips,  tools  and  training  online  visit  www.presentersuniversity.com 

:  iO/;rma     a  registered  trademark  and  Bright  Lease  is  a  trademark  of  Projcima  Corporation.  Digital  Light  Processing  and  DLP  are  trademarks  of  Texas  Instrunv - 

1997  t'rox.ma  corporatton.  All  rights  reserved.  ^-^^^^  j:^^^  Product  Info  No.  89  Of  Fof  MofB  Inforwation  Call  Tc 
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to  route  any  signal  to  the  screen 
leir  choice. 

.egardless  of  stage  fright,  presen- 
are  encouraged  to  take  control 
soon  make  bold  statements  like, 
s  put  my  laptop  Powerpoint  pre- 
ition  on  this  screen,  the  Internet 
lection  on  that  screen,  and  run 
product  video  over  there  on 
■n  three." 

ikewise,  coin-sized  ceiling  micro- 
les  are  on  cue  to  pick  up  even  the 
test  whisper  from  the  back  row 
ig  Q&cA  time.  Wlien  audience 
ibers  stand  up  to  speak,  the  pre- 
:rs  at  the  podium  hear  the  ques- 
:  immediately.  As  the  speakers 
',  they  can  also  project  text,  com- 
r  graphics  or  full-motion  video 
;es  via  each  projector  linked  to 
•T  the  laptop,  electronic  white 
d,  the  Internet  or  video  source. 
Making  the  process  intuitive  for 
speakers  is  very  important,"  said 
;her.  "A  big  part  of  my  job  is  pay- 
ittention  to  the  comfort  level  of 
:nters  and  making  technology 
:  for  them  —  not  against  them." 
rhanks  to  new  technology,  we've 
1  our  live  presentations  to  a  new 
,  bringing  computer  and  video 
t  together  from  a  variety  of 
:es,"  he  said.  "We're  setting  the 
■  for  even  more  interactivity,  to 
I  live  presentations  to  other  parts 
he  world,  whether  in  Beijing, 
cas  or  London.  As  a  global  orga- 
ion,  it's  the  logical  next  step." 

HIIRCHI 

hPEG  Camera 

How  do  you  put  "action  and 
excitement"  in  your  presen- 
tations if  you  don't  have 
the  budget  or  technical 
staff  required? 

you've  ever  sat  through  a  pre- 
ation  created  with  standard 
mtation  software  and  felt  like 
ng  off,  you're  not  alone.  While 
;  presentation  packages  are  usual- 
ultimedia  capable,  very  few  of  us 

the  budgets  or  technical  staff 


required  to  make  them  come  alive. 

Dubbed  the  MP-EGIA  —  a  ref- 
erence to  the  MPEG  video  standard 
—  the  Hitachi  MPEG  camera  packs 
a  lot  of  utility  into  a  pint-sized  pack- 
age. It  records  lull-motion  video, 
sound,  and  still  images  into  highly 
compressed  files  on  a  removable 
PCMCIA  Type  III  storage  card. 
When  you're  finished  recording,  slip 
the  storage  card  into  a  notebook 
computer  or  connect  the  camera  to  a 
PC  or  Macintosh,  and  immediately 
view  what  you've  shot.  Imagery 
can  be  easily  dragged  and  dropped 
into  presentation  programs  sent  as 
e-mail  attachments,  or  popped  into 
Web  sites.  That  should  interest 
anyone  who  wants  to  show  instead 
of  just  tell. 
For  example. . . 

■  Customer  presentations  can  include 
actual  footage  of  products  in  action. 

■  Presentations  lor  sales  meetings  can 
feature  clips  of  overseas  executives 
with  important  messages  to  deliver. 

■  A  media/advertising  firm  can  pre- 
pare roughs  for  client  presentations 
at  very  low  cost,  and  send  revisions 
by  e-mail. 

■  CD-ROM  training  courses  can 
include  footage  of  everything  being 
taught. 

■  An  e-mail  message  can  actually 
show  the  recipient  what  you  mean 
—  or  feature  you  saying  it. 

TECHNOLOGY  MAKES  IT  EASIER, 
CHEAPER  AND  QUICKER 

While  digital  computer  imagery 
isn't  new,  the  ability  for  mere  mortals 
to  create  it  is.  Before  the  Hitachi 
MPEG  camera,  the  only  method  of 
producing  computer  video  was  a 
complex  process  of  recording  to  tape, 
digitizing  the  tape  to  a  very  large  hard 
drive,  and  using  specialized  hardware 
and  software  in  a  highly  technical 
operation  that  was  best  left  to  service 
bureaus.  Because  producing  a  single 
digital  video  clip  could  run  into  hun- 
dreds of  dollars,  the  cost  was  justified 
only  for  the  most  important  corpo- 
rate presentations  —  and  getting  the 
content  took  days. 

u  s  i  n  e  s  s  H  e  e  h  /  N  o  v  e  m  b  e  r  10.139 


Hitachi's  MPEG  camera  creates 
the  same  digital  imagery  by  record- 
ing and  compressing,  all  in  one  step, 
on  a  device  that  fits  in  a  coat  pocket 
or  purse  and  weighs  just  19.3 
ounces.  Content  can  be  captured 
and  used  within  minutes,  and  can  be 
edited  as  needed  with  the  included 
PC  software.  That  immediacy  and 
convenience  puts  the  creation  of 
multimedia  content  completely  in 
the  hands  of  individuals,  without 
the  expense  and  delays  of  program- 
ming or  service  bureaus. 

Another  important  convenience  is 
the  Hitachi  MPE,G  camera's  ease  in 
self-recording,  which  is  perfect  for 
preparing  a  quick  personal  presenta- 
tion. Simply  swivel  the  camera  lens 
1 80  degrees  so  you  can  see  the  LCD 
as  you  record,  place  the  camera  in  its 
cradle  stand,  and  operate  it  with  the 
remote  control.  Press  the  Record  but- 
ton, start  talking,  and  within  minutes 
you  have  a  self-produced  video  that 
can  be  e-mailed  or  inserted  in  a  pre- 
sentation package. 

In  addition  to  computer-based 
uses,  this  MPEG  camera  can  output 
video,  audio,  and  stills  to  a  TV  or 
VCR  with  a  supplied  cable.  Still 
images  can  also  be  printed  on  an 
optional  Hitachi  digital  photo  printer. 
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The    m  o  s  t 
important    feature  to 
look    for    when  buying 
a_n    LCD  projector... 


At  Sony,  we've  taken  thie  quality  and  reliability  for 
which  the  Sony  name  is  known  and  incorporated 
those  features  in  our  LCD  projectors.  Whether 
you  need  SVGA.  XGA.  SXGA  or  VGA,  Sony's  LCD 
projectors  deliver  five  big  advantages  that  will  make 
a  vivid  difference  in  your  next  presentation:  1 )  extra  bright  images; 
2)  extremely  consistent,  uniform  images:  3)  durable  yet  lightweight 
construction:  4)  ease  of  set  up:  and  5)  reliability  in  the  form  of  a  three  year 
parts  and  labor  warranty  on  every  model*.  Turn  on  our  VPL-S500U  SVGA 
model  or  any  of  five  models  in  our  family  of  LCD  projectors  and  make  your 
presentation  with  confidence.  Call  1-800-472-7669  extension  LCD,  or  visit  us 
at  our  website  at  http://www.sony.com/professional. 

Call  now  and  receive  a  CD  ROM 

on  "The  Interactive  Guide  to 
Eftective  Presentations" 

<^]997  Sony  Eleclforncs  Inc  Reproduction  in  whole  or  in  port  withoui  written  permission  is  proliibited  All  rights  reserved 
Sony  is  a  trodemart  of  Sony  Simulated  pictuie  reception.  Please  allow  3-4  weeks  for  CD  Rom  delivery  '90  day  lamp 
warranty  applies  (See  ar.tuol  warranty  for  details  ] 


SONY 


VPL-W400Q  Widescreen 
Video  LCD  Projector 


VPL  V800O  VGA 
System  LCD  Projector 


VPL-V500Q  VGA 
Portable  LCD  Projector 


VPL-S800U  SVGA 
System  LCD  Projector 


VPL  SSOOU  SVGA 
Portable  LCD  Projector 
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WILD  WALL  STREET  RIDE 
m  AN  UNRUFFLED  ECONOMY 

)ng  labor  markets,  and  for  now,  lower  rates,  are  shoring  up  demand 


is:  ECONOMY 


DR  COSTS:  FASTER 
:S.  SLOW  BENEFITS 


Worried  yet?  If  you're  anx- 
ious about  your  portfolio, 
s  good  reason  to  fret  as  the  Asian  flu  spreads  to 
.  S.  stock  market.  But  if  you're  concerned  about 
.  S  economy,  you  can  rest  easy.  It  will  take  more 
;he  874-point  decline  in  the  Dow  Jones  industrial 
ge  from  Oct.  22  to  Oct.  27  to  harm  this  economy, 
"act,  on  Oct.  28  investors  put  aside  their  anxieties 
!\.sian  woes,  global  stock  market  sell-offs,  profits, 
arlier  interest-rate  fears  as  the  Dow  surged  337 
.  And  on  0(t.  29,  after  Federal  Reseive  Chairman 
Greenspan  called  the  sell-off  a  "salutary  event," 
ow  held  on  to  those  gains,  ending  the  day  slight- 
her.  Along  the  way,  stocks  received  support  from 
it-friendly  news  on  employment  costs,  consumer 
ence,  and  durable  goods  orders  (charts).  That, 
with  the  market's  instability,  means  that  the  Fed 
ikely  to  lift  interest  rates  anytime  soon.  Most 
tant,  the  Dow's  hefty  rebound  suggests  that  the 
of  Wall  Street's  chills  and  sneezing  is  over. 

That's  not  to  say  the  risks 
have  gone  away.  They  haven't. 
First,  falKng  stock  prices  could 
cut  consumer  spending  as  con- 
fidence and  wealth  suffer,  es- 
pecially since  more  Americans 
than  ever  own  stock.  Second, 
lower  stock  prices  make  equi- 
ty financing  of  corporate  proj- 
ects less  attractive.  That,  plus 
weaker  demand,  could  put 
capital  spending  at  risk.  And 
the  Asian  meltdown  threatens  to  dull  U.  S.  ex- 
The  upshot  of  all  this  would  be  generally  weak- 
naand  that  would  hurt  profits  of  U.  S.  companies, 
;r  increasing  the  downside  dangers  of  the  stock 
it. 

WORST-CASE  SCENARIO  seems  unlikely,  how- 
If  the  stock  market  sell-off  is  largely  behind  us, 
ore  Kkely  result  vrill  be  marginally  slower  growth 
ling  quarters,  along  with  marginally  less  inflation, 
impact  on  the  economy  will  come  mainly  from 
trade  with  Asia,  not  from  domestic  demand, 
ispan  said  that,  depending  on  the  depth  and 
th  of  the  Asian  slowdown,  U.  S.  exports  will  tend 

muted,  foreign  affiliate  earnings  will  see  some 
off,  and  the  economy  may  feel  some  indirect  ef- 
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fects  fi'om  countries  such  as  Japan  that  compete  even 
more  extensively  with  Asian  economies. 

But  the  potential  impact  looks  to  be  small.  Asia's 
emerging  markets — Southeast  Asia  and  northeni  Asia, 
including  China — consume  about  20%  of  U.  S.  exports. 
By  comparison,  Mexico  accounts  for  about  10%.  In 
1995,  Mexican  economic  growth  plunged  7%  after  the 
peso  crisis,  subtracting  about  0.2  to  0.3  percentage 
points  fi'om  U.  S.  economic  growth.  Unless  all  of  emerg- 
ing Asia  falls  into  a  steep  recession,  as  Mexico  did, 
which  is  not  the  current  consensus  forecast,  the  hit 
to  U.  S.  growth  in  1998  vrill  be  minoi".  Moreover,  cheap- 
er Asian  imports  will  be  a  plus  for  inflation. 

As  for  the  wealth  effect, 
which  presumes  spending  in- 
creases or  decreases  of  about 
o<^  for  every  dollar  earned  or 
lost  on  asset  values,  don't  hold 
your  breath  waiting  for  it  to 
kick  in.  Economists  estimate 
that,  taken  by  itself,  the  de- 
cline in  the  stock  market  fi'om 
its  August  peak  to  the  Oct. 
27  blowout  would  subtract 
about  0.3  percentage  points 
per  year  from  real  consumer"  spending  over  the  next 
two  years.  But  keep  in  mind  that  the  Dow  is  still  up 
16%  this  year  and  26%  fi:*om  a  year  ago,  hardly  a  rea- 
son for  households  to  feel  poorer. 

We  actually  have  a  baseline  for  judging  spending 
impacts — the  1987  crash.  To  be  sure,  the  key  difference 
between  then  and  now  is  that  more  households  own 
stock.  The  Fed  estimates  direct  and  indirect  ownership 
at  41%  in  1995,  the  latest  data,  up  from  37%  in  1989. 
The  figm-e  is  clearly  a  bit  higher  now.  Still,  the  Dow's 
12%  drop  from  its  Aug.  6  peak  pales  in  comparison 
with  the  22.6%  one-day  plunge  in  1987.  In  the  year  af- 
ter that  Bloody  Monday,  real  consumer  spending  rose 
4.5%,  and  the  economy  didn't  miss  a  beat. 

THE  RESULT  MAY  BE  THE  SAME  this  time  Thats 

because  the  most  important  fundamental  for  consumer 
spending — the  laboi-  market — is  as  strong  as  ever,  and 
barring  a  true  confidence-shattering  market  crash,  it 
will  remain  so.  That  means  consumer  debt  is  still  man- 
ageable, and  housing  still  has  a  key  support.  Sales  of 
existing  homes  rose  0.2%,  to  a  record  annual  rate  of 
4.32  million  in  September.  With  housing  so  healthy. 
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demand  for  durable  goods  such  as  furaiture  and  appli- 
ances will  continue  to  fuel  spending. 

And  without  weaker  consumer  demand,  it  is  hard  to 
see  how  capital  spending  will  suffer  amid  rising  ca- 
pacity utilization,  declining  vacancy  rates,  good  profit 
gTowth,  and  low  interest  rates. 

In  fact,  a  positive  offset  of  the  market  swoon  is  low- 
er interest  rates.  The  yield  on  the  benchmark  30-year 
Treasury  bond  plummeted  from  6.42%  on  Oct.  22  to 
6.13%  on  Oct.  27,  the  lowest  since  Valentine's  Day, 
1996,  as  investors  chose  the  relative  safety  of  bonds  vs. 
stocks.  The  yield  rose  back  to  6.28%  on  Oct.  28,  a  sign 
that  investors  were  feehng  better  about  stocks. 

Even  before  the  bond  rally,  30-year  mortgage  rates 
had  fallen  nearly  a  percentage  point  since  early  April. 
In  September,  the  rate  averaged  7.43%,  the  year's  low- 
est monthly  reading,  and  after  the  recent  drop  in  bond 
yields,  mortgage  rates  will  slide  toward  an  even  more 
attractive  7%.  So  on  balance,  overall  financial  conditions, 
which  were  already  veiy  accommodating  to  growth, 
didn't  deteriorate  as  much  as  the  stock  slide  taken  by 
itself  might  suggest. 

THE  MARKET'S  BUMPY  RIDE  is  likely  to  crimp  read 
ings  of  consumer  confidence,  at  least  in  November,  but 
the  economy  still  looks  solid  going  foi"ward.  The  Con- 
ference Board's  index  of  October  optimism,  surveyed 
before  the  Asian  turmoil  began  to  hit  home,  fell  to 
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123.3  from  130.2  in  September.  But  by  historical  sta 
dards,  confidence  remains  very  high.  Moreover,  t 
factory  sector  is  gaining  momentum.  Durable  goo 
orders  dipped  0.6%  in  September,  but  after  soari 
2.8%  in  August,  bookings  for  the  entire  quarter  rose 
the  fastest  pace  in  three  years  (chart). 

Also,  the  labor  market  is 
tight,  yet  overall  labor  costs 
remained  muted  in  the  third 
quarter,  restrained  by  slow 
growth  in  benefits.  The  gov- 
eriiment's  employment  cost  in- 
dex increased  0.8%  from  the 
second  quarter,  and  the  2.9% 
pace  from  a  year  ago  shows 
little  acceleration.  However, 
the  pace  of  wage  gi'owth  con- 
tinues to  edge  higher. 

As  long  as  the  jobless  rate  stays  at  5%,  or  belo 
wage  growth  will  keep  inching  higher,  somethi: 
Greenspan  cautioned  about  in  early  October,  and  agt 
on  Oct.  29.  While  stock  market  instabihty  m.ay  ha 
taken  a  near-term  rate  hike  off  the  table  for  no 
faster  wage  gi'owth  in  1998,  along  with  an  expect 
pickup  in  the  cost  of  health-care  benefits,  could  put 
back  on  the  table  after  the  markets  settle  down.  If  t 
economy  doesn't  cool  off  enough  to  satisfy  Greenspt 
the  cmtain  could  rise  on  Act  II  of  Wall  Street's  tiurncl 
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STORMY  WEATHER  DOWN  UNDER 


Australia's  financial  markets 
are  already  feeling  the  shock 
waves  from  Asia's  currency  crisis, 
and  so  will  its  economy,  as  Asian 
demand  weakens  in  coming  quar- 
ters. Some  60%  of  AustraHa's 
commodity-heavy  ex- 
ports go  to  Asian  mar- 
kets, including  22%-  to 
Japan,  which  is  also 
struggHng.  Analysts 
estimate  that  Asian 
woes  will  cut  from  0.5 
to  1  percentage  point 
from  economic  growth 
this  year  and  next,  as- 
suming no  fiuther 
worsening  in  the  crisis 

That's  unfortunate.  Growth  now 
is  not  expected  to  hit  the  4%-  pace 
necessaiy  to  cut  the  nation's  8.6%- 
jobless  rate  fast.  After  the  1995- 
96  slowdown,  growth  had  begun 
to  pick  up,  the  result  of  five  half- 
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point  cuts  in  interest  rates  since 
July,  1996,  from  7.5%  to  5%.  The 
trends  in  both  consumer  spending 
and  housing  are  improving,  but 
households  are  dipping  into  their 
savings  as  job  growth  remains 

weak.  Inventories  are 
lean,  but  manufactur- 
ing is  recovering  only 
slowly.  Services  are 
stronger,  but  regional 
woes  are  expected  to 
hurt  tourism. 

In  the  second  quar- 
ter, Australia's  econo- 
my grew  3.2%  from  a 
year  ago.  About  3%  is 
expected  for  1997  and 
1998.  The  good  news  is  low  infla- 
tion. September  consumer  prices 
fell  0.3%'  from  a  year  ago,  because 
of  falling  mortgage  costs.  Still,  ex- 
cluding mortgages,  core  inflation 
dipped  to  a  record  low  1.5%. 


But  despite  moderate  growth, 
low  inflation,  and  dechning  inter- 
est rates,  Australia's  financial 
markets  have  taken  a  beating. 
The  Australian  dollar  plunged  to 
69.74  U.  S.  cents  on  Oct.  23,  a  31/- 
year  low,  and  share  prices  have 
tumbled,  especially  those  for  re-  | 
source  companies  that  export 
commodities  such  as  coal,  natural 
gas,  and  minerals  (chart).  The  cui- 
rency's  trade- weighted  value  actu 
ally  has  risen,  amid  Asia's  sharp 
depreciations.  That  will  lower  im- 
port prices,  but  also  cut  export 
competitiveness — on  top  of  weak- 
er Asian  demand. 

Currency  turmoil,  plus  a  sur- 
prise surge  in  third-quarter  week 
ly  earnings,  has  put  the  Reserve 
Bank  of  Australia  in  a  bind.  It 
would  like  to  cut  rates  once  more 
to  assui'e  solid  growth  next  year, 
but  its  hands  are  tied  now. 
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Does  it  make  any  sense?  First,  Asian  markets  tumble,  culminating  in  a 
huge  sell-off  in  Hong  Kong.  Then,  the  U.  S.  stock  mai'ket,  ah-eady  skit- 
tish, plunged,  taking  the  Dow  Jones  industrial  average  down  554 
points.  Ne.xt  day.  Hong  Kong  falls  further,  and  markets  around  the 
world  panic.  Then,  presto!  New  York  opens,  and  the  Dow  bounces 
back.  Relieved,  Hong  Kong  recovers  some  the  next  day.  The  wild  ride 
may  be  over — but  then  again,  it  may  not. 
You  could  chalk  it  up  to  panicky  investors.  You  could  fault 
the  circuit-breakers  for  making  things  worse.  You  could  blame 
it  on  the  Thai  baht. 

But  with  hindsight,  you  can  see  a  certain  logic  to  this  wild 
ride.  Professional  market-watchers  in  the  U.  S.  had  been  almost 
aching  for  a  correction  for  months.  Valuations  were  stagger- 
ingly high,  and  the  1998  profit  outlook  wasn't  quite  as  rosy  as 
it  had  been.  The  Federal  Reserve  was  still  considering  a  rate 
liike.  Asian  ciuTencies  had  fallen  like  dominoes  as  investors  fled 
overheated  economies.  And  when  the  wave  reached  Hong 
Kong,  investors  around  the  globe  read  the  sell  signal. 

In  short,  the  shock  had  to  happen.  In  its  aftennath,  however, 
the  danger  is  that  it  will  be  shrugged  off  too  lightly.  "If  the 
outcome  is  that  people  now  feel  vaccinated,  then  it  won't  be 
constnictive,"  says  Albert  M.  Wojnilower,  senior  adviser  to  the 
Clipper  Group,  a  New  York  investment-management  firm. 
So  what  is  the  lesson?  Tlie  fundamentals  of  investing  haven't 
changed:  Investors  everywhere  look  at  a  few  key  vari- 
ables — intei'est  rates,  cmrencies,  earnings,  what  poli- 
cymakers are  doing,  and  what  other  investors  are  up 
I      to.  What's  new  are  technology  and  global  links 
that  shorten  response  times  and  exaggerate  pi-ice 
movements.  That's  how  fortunes  could  be  lost 
^jjSk     and  regained  in  a  day — and  how  a  record  1.2 
billion  shares  could  be  traded  on  Oct.  28  on 
the  New  York  Stock  Exchange  (page  40). 

As  investors  lick  their  wounds  or  maivel  at  their  good  for- 
tune,  these  are  some  of  the  things  they  should  consider 
^^Kk     U.S.  rates  aren't  likely  to  rise  now.  On  Oct.  29,  Federal  Re- 
serve  Chairman  Alan  Greenspan  all  but  blessed  the  shock 
'     for  banging  some  of  the  exuberance  out  of  the  market. 
Also,  Asia's  woes  could  slow  U.  S.  growth  to  a  more  man- 
ageable rate  by  cutting  Asian  demand  for  U.  S.  exports  and 
J      boosting  U.  S.  imports  (page  35).  At  the  same  time,  it's  im- 
#■      portant  to  keep  those  global  links  in  mind.  Fully  one-third  of 
M      U.  S.  trade  involves  Asia,  and  there's  still  no  clear  resolution  in 
Jt      sight  to  the  financial  fragility,  overinvestment,  and  overbuilding 
there.  Asian  leaders  continue  to  resist  tough  economic  medicine 
(page  48),  as  Japanese  officials  have  done  for  years  (page  52). 
/  Most  ominously,  the  economic  and  financial  pi'oblems  of  Asia  raise 

warning  flags  about  a  potentially  dangerous  shift  in  global  funda- 
mentals: the  spread  of  deflation.  Right  now,  overcapacity  is  pushing- 
down  prices  on  cars,  pharmaceuticals,  and  memory  chips — providing  a 
handy  countei-weight  to  inflationary  pressm-es.  But  a  full-blown  deflationary 
spu-al  could  have  damaging  consecjuences  for  the  global  economy  (page  54). 
Today,  that  dire  prospect  may  seem  overblown.  After  all,  the  U.  S.  economy 
remains  in  fine  shape.  And  after  theii-  brief  bout  with  despair,  investors  are  gob- 
bling up  those  high-flying  high-tech  issues  again  (page  44).  But  this  return  to  ^ 
normalcy  may  be  deceptive.  As  we  learned  on  Oct.  27,  in  a  global  economy,  no-  | 
body  is  immune  from  shocks  heard  round  the  world.  ^ 

By  Karen  Penmir  in  New  York  S 
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A  GLOBAL 
REALin  CHECK 

Where  is  the  market  headed?  How  worried  should  you  be? 


From  New  York  to  Hong  Kong, 
from  Frankfiut  to  Sao  Paulo,  from 
Moscow  to  Kuala  Lampur,  the 
message  of  the  decade  was  simple: 
The  road  to  riches  is  paved  with  stocks. 
Indeed,  most  world  equity  mai'kets  have 
thrived  as  nations  opened  their  econ- 
omies, bolstered  exports,  and  invested  in 
productivity  enhancing  technology.  But 
for  a  few  days  in  late  October,  that  be- 
lief was  sorely  challenged  by  a  melt- 
down in  Hong  Kong  that  left  no  na- 
tion's equity  market  undamaged.  That 
included  the  U.  S.,  where  the  Dow  Jones 
industrial  average  suffered  its  largest 
one-day  point  dechne  in  histoiy. 

But  investors  seem  to  be  reaf- 
&Tning  their  faith  in  stocks.  In- 
dividual investors,  through 
mutual  funds  and  brokers, 
responded  to  the  Dow's 
554-point  plunge  on  Oct. 
27  with  a  toirent  of  buy 
orders.  "I'm  buying," 
said  70-year-old  Rita 
Kane  as  she  shuffled 
her  walker  into  a  bro- 
kerage office  in  Boca 
Raton,  Fla.,  to  purchase 
mutual  funds  for  her 
gi-andchildren. 
WOUNDED.  Individ- 
ual ijivestoi-s  couldn't 
repair  all  the  dam- 
age. After  all,  the 
Dow  shrunk  by 
nearly  900  points  m 
just  three  trading 
days.  On  Oct.  28, 
the  Dow  shot  up  337 
points;  the  nasdai^ 
Composite  index  also 
took  back  more  than 
half  its  loss;  and  bat- 
tered technology  stocks  returned  even 
more  forcefully.  Buoyed  by  Wall  Sti'eet's 
rebound,  prices  around  the  globe 
strengthened. 

In  the  U.  S,  the  sharp  pullback  may 
not  be  over.  There's  plenty  of  skittish- 
ness  in  the  market,  which  even  favor- 
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able  comments  from  Federal  Reserve 
Chairman  Alan  Greenspan  on  Oct.  29 
couldn't  dispel.  Still,  this  downdraft  is 
more  likely  to  be  a  correction  than  the 
start  of  a  bear  market.  Corporate  earn- 
ings are  still  growing,  inflation  is  low, 
and  investor  appetite  for  stocks 
remains  healthy.  That  said,  it 
could  take  a  year  for  the  Dow 
to  breach  the  all-time  high  of 
8259,  reached  less  than  three 
months  ago.  The  reason:  The 
market  has  lost  its  momentum. 


"We  will  not  be  cured  from  Monda 
wound  in  one  day,"  says  Frank  E.  B; 
ter,  chief  executive  of  Jefferies  Groi 
an  institutional  brokerage  firm. 

The  momentum  began  to  slow  l:t 
summer  Stocks  had  reached  valuatics 
that  were  difficult  r 
even  the  most  bull' 
of  strategists  tn 
tionalize.  The  stoct 
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selling  at  20  times  next  year's 
ngs,  with  giants  like  Coca-Cola, 
te,  and  Mici'osoft  at  least  double 

But,  the  argument  went,  in  a 

of  low  inflation,  steady  economic 
th,  and  increasing  productivity, 
stocks  were  worth  it. 
t  maintaining  the  lofty  valuations 
fed  that  nothing  go  wi-ong.  "The 
it  had  been  priced  to  perfection," 
David  H.  Thompson, 
,or  of  funds  manage- 

at  BankBoston.  In 

October,  Greenspan 
1  the  possibility  that 
rould   hike  interest 

Then,  market-leading 
tocks  began  to  sputter 
estions  arose  about  slowing  de- 

for  chips  and  personal  computers, 
the  Dow  north  of  8,000,  the  U.  S. 
it  was  diy  tinder,  the  Asian  cri- 
erely  the  match. 

NAMING  BUYS."  Still,  it  surprised 
that  a  problem  on  the  other  side 
globe  could  have  such  a  profound 
in  the  U.  S.  "The  Tiger  countries 
relatively  small  piece  of  the  glob- 
nomy,"  says  Gail  M.  Dudack,  chief 
'  strategist  for  UBS  Securities.  "But 
you  add  in  Hong  Kong,  Japan, 


and  China,  they  have  a  much  bigger 
global  impact."  Indeed,  the  U.  S.  and 
Eiu'opean  stock  markets  lai'gely  ignored 
Asia's  woes  until  the  thought-to-be  in- 
vincible Hong  Kong  market  cracked, 
too. 

Even  if  the  Asian  stock  markets  sta- 
bilize, it  will  take  several  years  at  least 
for  their  underlying  economies  to  re- 
gain strength.  Corporate  earnings  will 


The  U.S.  market  was 
dry  tinder.  The  Asian 
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fall,  banki'upteies  will  rise,  and  econom- 
ic gi-owth  will  slow  sigiiificantly. 

The  plunge  in  Latin  markets  also  had 
its  origins  in  the  Far  East.  Fund  man- 
agers, fearful  of  massive  redemptions, 
were  unable  or  unwilling  to  sell  de- 
pressed Asian  shares,  so  they  cashed 
in  Latin  American  and  even  Russian 
blue  chips  that  had  not  yet  been  hit. 

In  fact,  the  sell-off  in   

Latin  America  has 
created  "screaming 
buys"     in  Mexico, 
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major  lender 
heast  Asian 
ies,  also  had 
positions  in 
markets  tliere. 


After  the  biggest 
ne-day  drop  since 
1987,  the  market 
i  rebounded. 


Selling  in  Mexico  was 
fierce,  but  Mexican 

stocks  were  the 
quickest  to  rebound 
in  all  of  Latin 
America. 
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Brazil,  and  Venezuela,  says  Walter 
Molano,  director  of  economic  and  finan- 
cial research  at  SBC  Warburg  Dillon 
Read.  Latin  stocks  trade  at  less  than  13 
times  1998  earnings — attractive  share 
prices  in  a  region  with  5%  average  an- 
nual growth  in  gi'oss  domestic  product. 

Even  though  only  7%  of  Eiu'ope's  ex- 
ports go  to  the  Far  East,  the  Continen- 
tal stock  mai'kets  also  suffered  fi'om  the 
Asian  contagion.  Europe's 
economic  fimdamentals  are 
improving,  though  concerns 
about  the  GeiTnan  elections 
and  the  move  toward  a  sin- 
gle currency  make  recover- 
ies in  Germany  and  France 
a  bit  iffy.  Still,  with  a  major 
restructuring  of  European  companies 
under  way,  many  strategists  say  there's 
a  lot  of  value  in  European  stocks. 

In  the  end,  however,  what  happens  in 
the  U.  S.  market  will  set  the  tone  for 
the  rest  of  the  world.  And  the  funda- 
mentals for  the  U.  S.  remain  strong. 
Blue  Chip  Economic  Indicators'  sur- 
vey of  50  economists  projects  U.  S.  gdp 
growth  next  year  at  2.5%. 
That's  down  fi'om  about  3.6% 
this  year.  But  it  should  allow 
earnings  to  rise  by  8%  com- 
pared with  12%  in  *1997. 

Despite    slower  earnings 
gi'owth,  low  inflation  and  sta- 
ble— or  even  falling — interest 
rates  should  push  stock  prices 
higher.    How    high?  Abby 
Joseph  Cohen,  the  Goldman, 
Sachs  &  Co.  investment  strate- 
gist with  a  sterling  record  on 
this  bull  market,  estimates  that  the 
s&p  500  should  hit  10.50  in  12  months 
for  a  gain  of  14%.  It's  now  919,  down 
fi'om  a  983  high.  Paine  Webber  Inc. 
strategist  Edwai-d  M.  Kerschner  looks 
for  a  10%  rise  in  the  s&p  by  late  1998. 
Both  strategists  see  an  8%-  increase  in 
corporate  operating  earnings  for  1998. 

Cohen  as- 
sumes an  s&p 
price-earnings 
ratio  of  20.5, 
which  she 
maintains  is 
well  within 
the  historical 
parameters 
for  periods  of 
low  inflation. 

Ti-ue,  Co- 
hen's assump- 
tions on  p-e  ratios  and 
earnings  may  seem  high 
in  the  light  of  the  recent 
shakeup.  But  the  defla- 
tionary fallout  from  Asia 
could  well  dampen  inflation 
more  than  expected  and  fur- 


Banks  and  telecoms 

led  the  selloff  as 
global  fund  managers 
tried  to  raise  cash. 


ther  reduce  interest  rates.  As  rates  go 
down,  p-e  ratios  go  up.  Nor  are  the 
eaiTiings  forecasts  extraordinary.  In  fact, 
when  forecasts  are  collected  from  ana- 
lysts who  follow  companies,  the  pro- 
jected gain  is  more  than  14%,  according 
to  First  Call  Corp. 

Whei'e  the  cooling  mtu'ket  will  have  an 
immediate  effect 
is  on  takeovers. 
Many  deals,  such 
as  WorldCom 
Inc.'s  bid  for  MCi 
Communications 
Corp.,  were  to 
be  financed  with 
stock  that  has  lost  some  piu-chasing  pow- 
ei-.  Some  73%  of  takeovers  in  the  fii'st 
nine  months  of  1997  relied  on  stock  for 
more  than  half  of  their  financing,  ac- 
cording to  Securities  Data  Co. 
IPOs  ON  ICE.  Initial  public  offerings 
could  feel  the  chill,  too.  October  was  a 
record-setting  month  for  initial  public 
offerings — ipos  raised  about  $5.5  bilUon. 
But  there's  reasons  to  believe  coming 
months  will  be  slower.  Shares  of  recent 
IPOS  dropped  tvdce  as  much  as  the  Dow 
on  Oct.  27.  And  even  on  the  28th,  as 
stock  were  recovering,  13  of  20  sched- 
uled IPOS  were  put  on  ice. 

The  market's  chill  hasn't  done  much 
to  cool  the  ai'dor  of  individual  investors. 
Buying  stocks  in  neai-panic  situations  is 
becoming  almost  second  nature.  Cer- 
tainly, it's  been  a  profitable  strategy 
since  the  October,  1987,  stock  market 
crash.  "The  one  thing  I've  learned  is 
that  when  the  market  goes  dowm,  you 
don't  pull  your  money  out,"  says  Adolph 
Reed,  a  34-year-old  telecommunications 
operations  technician  from  Mesquite, 
Te.x.,  and  an  investor  for  the  past  six 
years.  "You  put  money  in."  He's  adding 
$500  to  a  $12,000  mutual-fimd  account. 

Reed's  i-esjjonse  is  exactly  what  man- 
agers in  the  $4  trillion  mutual-fund  in- 
dustry want  to  hear  There's  been  much 
I  concern  about  how  investors  in  the  20 
g  million  additional  households  that  have 
t  purchased  funds  in  the  past  10  years 
^  would  react  if  the  market  tumed  ugly. 
Z  Through  media  campaigns  and  invest- 
£  ment  missives,  fund  companies  have 
I  been  toughening  up 
"  their  shareholders  for 
g  pullbacks  and  warning 
;  that  the  20%-to-30V. 
I  gains  of  the  jjast  few 
<  years  are  good  fortune 
5  and  not  entitlements. 
I  While  calls  to  fimd  com- 
g  panics  surged,  I'edomp- 
g  tions  did  not.  "Investors 
had  been  expecting 
I  some  pullback,"  says 
I  Jeffi-ey  S.  Molitor,  head 
£  of  portfolio  review  at 
£  the  Vanguard  Group. 


COME  BACK,  BULL:  A  broker  taps  a  Wall  Street  talisman  on  Oct. 


"This  tluesn't  come  as  a  gTeat  surpiise." 
What  remains  to  be  seen  is  the  impact 
of  the  sell-off  on  future  fund  flows,  one 
of  the  market's  key  soui'ces  of  liquidity. 

It's  not  just  the  $500  fimd  investors 
who  are  looking  to  buy.  Peter  LaMas- 
ter,  42,  of  Indialantic,  Fla.,  a  Cadence 
DesigTi  Systems  Inc.  exec  with  a  near- 
$1  million  portfolio,  says  he  has 
amassed  a  $100,000  pile  of  cash,  just 
waiting  foi'  a  drop  that  would  create 
new  bargains.  On  his  buy  list  are  tech 
stocks  he  never  considered  cheap 
enough  before:  Intel,  Hewlett-Packard, 
and  Microsoft.  LaMaster  says  he  vdll 
take  his  time  getting  the  money  to 
work.  But  Peggy  Ruhlin,  a  Columbus 
(Ohio)  financial  planner,  says  a  client 
expecting  a  $100,000  payment  in  two 
months  borrowed  that  much  on  mar- 
gin to  invest  in  an  index  fund  now. 

Many  value-oiiented  pros  also  jumped 


The  Stock  Market's  Shudder 


DEC.  6,  '96 


DATA  BLOOMBERG  FINANCIAL  MARKETS 


at  tile  upp(jilunity.  Eilwin  Walczak,  \\, 
mns  some  $300  million  in  large-cap  v 
ue  stocks  for  Vontobel  usA,  had  let  ca 
build  to  $90  million  because  he  thou 
stocks  were  too  high.  But  on  Oct. 
and  28,  he  opened  his  checkbook, 
added  to  holdings  in  Wells  Fargo,  D 
ney,  and  Gannett,  and  even  reest 
lished  holdings  in  Coca-Cola  Co.,  whi 
he  had  sold  earlier  this  year  when 
thought  the  price  got  too  high.  "Thei 
no  gi-eat  change  in  the  fundamentals  I 
my  stocks,"  says  Walczak.  "It's  just  t| 
valuations." 

Perhaps  investors  are  still  looking  I 
bai-gain  himt  because  they're  feeling  gol 
even  though  their  portfolios  took  a  tij 
to  the  markdowTi  counter.  Says  LaMa 
ter:  "I  just  got  a  raise  and  a  promotid; 
My  company  sees  tremendous  oppoi-ti! 
nity.  Tilings  ai'e  looking  good."  And  ev| 
after  the  recent  slide,  the  s&p  500  is  s' 
up  24%  for  the  year 
and  more  than  doul 
where  it  was  less  th 
three  years  ago. 

With  returns 
strong  as  they  ha 
been,  it  will  take  mc 
than  a  correction 
turn   investors  aw 
from  equities. 

By  Jeffrey  M.  Lad 
man,  Suzanne  Woolli 
and  Kerry  Capell 
New  York,  with  buret 
reports 


OCT.  29, 
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SHOPPING  SPREE  Bargain-hunters  snapped  up  shares 


HIGH-TECH  STOCKS: 
KEEPING  THE  FAITH,  SO  FAR 

Loyal  investors  see  them  as  a  harbor  from  Asian  woes.  Are  they? 


By  now.  it  must  be  a  reflex.  On  Oct. 
27,  Richard  L.  Brown  did  what  in- 
vestors have  done  for  the  past  few 
years.  As  Intel  Corp.  shares  tumbled 
as  low  as  69'/!  daring  the  day's  fi-ee  fall, 
the  Washington  attorney  and  private 
investor  jumped  into  the 
market.  By  late  Tuesday, 
Brown  was  feeling  a  waiTn 
glow  as  Intel  reversed 
course  and  closed  at  85,  up 
lOM.  "I  was  wiUing  to  take 
a  boatload  of  Intel  stock  at 
70,"  joked  the  partner  at 
BrowTi  Nietert  &  Kaufman. 

Buyers  like  Brown  have  made  tech 
shares  the  engine  in  the  stock  market's 
thi-ee-year  climb.  In  each  pullback,  they 
have  jumped  in,  betting  on  the  sector's 
torrid  growth  rates  and  strong  earn- 
ings potential.  So  far,  they've  been  right 
on  the  money:  Even  after  the  Oct.  27 
shock,  fast-gi-owth  star  Dell  Comput- 
er's stock  is  up  214%  yeai-  to  date,  Com- 
paq is  up  112%,  and  Lucent  Technolo- 
gies Inc.,  78%'. 

What  keeps  the  faithftil  coming  back 
are  prospects  of  double-digit  sales  gains 
in  eveiything  fi'om  PCs  to  telecommuni- 
cations equipment.  That  translates  into 
continuing  sohd  earnings  gi'owth.  Wall 
Street  analysts  ai'e  holding  tight  to  bull- 
ish projections  for  1998:  First  Call  Corp. 
says  the  consensus  is  profit  gains  of 
31%  for  communications  equipment  mak- 


ers, 23%  for  computer  makers,  and  22% 
for  makers  of  cliips  and  software. 

Still,  there  are  signs  that  the  tech 
sector  won't  be  quite  as  frothy  going 
foi-ward.  Asia's  woes,  for  one,  could  put 
a  crimp  on  spending,  since  that  region 
accounts  for  some  25%  of 
worldwide  purchases  of  in- 
foiTnation  teclinolog\'.  Hard- 
est hit  could  be  semicon- 
ductor equipment  makers, 
which  sell  about  40%  of 
their  wares  in  the  Asia/Pa- 
cific Rim  countries.  "There 
will  be  some  short-term  pain,"  says  In- 
teiTiational  Data  Coi-p.  Senior  Vice-Pres- 
ident Frank  Gens. 

Already,  high-tech  price-earnings  ra- 
tios are  more  earthbound.  The  p-e  of 
the  Standard  &  Poor's 
softwai-e  index,  for  ex- 
ample, has  fallen 
26.5%  since  Oct.  24, 
while  the  p-e  of  the 
communications  equip- 
ment index  has  been 
sliced  nearly  in  half. 

On  the  other  hand, 
investors  haven't  giv- 
en up  on  finding  the 
next  Netscape  among 
new  high-tech  issues. 
Bankers  say  that 
some  marginal  deals 
may   not   get  done 


High  Tech,  High  Stakes 
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now.  But  there  were  plenty  of  buycj 
on  Oct.  29  when  mmc  Networks  Inc.  i 
Sunnyvale  (Calif.)-based  startup  th 
makes  poweiful  networking  chips,  we. 
public.  It  opened  at  $11  a  shai-e  on  0. 
29  and  closed  at  21X. 

Indeed,  for  many  tech  companies,  t  ■ 
Asian  plunge  could  even  be  a  plus.  I- 
valuation  could  cut  manufacturing  a] 
component  costs  for  companies  wi 
lai-ge  Fai-  East  operations  such  as  Co 
paq,  Intel,  and  Philips  Electronii 
Moreover,  Asian  manufactm-ers  are  Ul 
ly  to  scale  back  expansion  plans — pe 
haps  slowing  the  flood  of  memory  chi- 
that  has  pushed  down  prices  ajl 
pinched  U.  S.  chipmakers  Micron  Tec- 
nolog\'  Inc.  and  Texas  Instruments  Ii. 
(page  1:34),  says  Ti  Chief  Economist 
di  Catto.  "Any  postponements  in  h 
rea  and  Taiwan  will  bring  demand  a 
supply  into  equilibrium  eai'Uer."  he  sa. 
THE  PINCH.  Another  reason  the  mark 
plunge  that  started  in  Hong  Kong  dc? 
not  faze  tech  investors  is  because  th 
have  factored  in  a  soft  Asian  mark . 
Sales  of  computers  and  software  haa 
been  sluggish  there  all  yeai' — with  lit; 
haiTTi  overall.  Even  with  slowdowns  3 
Korean  and  Japanese  PC  markets,  glo 
al  sales  of  desktop  machines  rose  If/r  i 
the  third  quarter,  while  sales  growth  i 
the  U.  S.  was  up  20%  over  a  year  ajr, 
says  International  Data  Corp. 

Besides,  not  all  Asian  countries 
feeling  the  pinch.  "They  don't  go  all  t 
one  time,"  says  Compaq  Computer  Chf 
Financial  Officer  Earl  L.  Mason.  Com- 
paq expects  "reasonable  gi'owth"  in  A  a 
next  yeai',  thanks  to  China,  which  liast 
caught  the  Asian  economic  flu. 

In  the  U.  S.,  demand  is  still  stri  mu- 
partly  because  prices  continue  to  ru- 
ble. And  that,  says  Loewenbaum  \- 
technology'  analyst  Ashok  Kumar.  co\i 
be  a  problem  next  year.  Intel  Coi"]).  ai 
Gateway  2000  Inc.  recently  had  negatip 
earnings  siuprises  because  of  price  pr*- 
siu'es,  and  1998  could  bring  more  of  tjfe 
same.  "We're  not  recommending  peoi 
add  to  their  holdings  of  PC  and  ser 
conductor  [stocks],"  he  says.  Dell,  Col 
paq,  and  Hewlett-Packard  have  pr\ 
pered    in  1997 
taking  shai*e  fi'om  s| 
ond-tier  companies, 
notes.  In  1998,  the; 
be  gunning  for  ez 
other  "The  fun  is  ji 
beginning,"  he  sa; 
Fun,  carnage — ano 
er    golden  buyi 
opportunity? 

By  Gary  McVi 
Hams  in  HonsU 
with  Ira  Soger 
Xew  York  and  Lin 
Hinielstein  in  S 
Mateo,  Calif. 
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Industry  stand3rd-640x480  pixels 


New  Kodak  DC21U  4  pixels 


esenting  affordable  digital  photography 

\hat  looks,  we're  proud  to  say,  pretty  unaffordable. 


ii^N  KODAK  DIGITAL  SCIENCE  DC210  ZOOM  CAMERA.  INCREDIBLE  PICTURES.  INCREDIBLY  EASY. 

photography  just  improved  its  image.  Presenting  the  new  DC210.  This  remarkable  camera  captures  a  million      l^rtHsil*'  /in 

per  picture,  which  is  enough  detail  to  make  a  5"x7"  image  look  like  a  traditional  5"x7"  photo.  And  with  our  Kodak  fj 
'  Science  Picture  Easy  Sottware  2.0,  cropping,  rotating,  and  using  pictures  has  never  been  simpler.  All  for  about  digital  science  ^ 
.S.  Find  out  more  about  our  full  line  of  digital  products  at  1-800-KODAK-22  or  www.kodak.com/go/dc210a  take  pictures  further™ 


JUST  WHAT 

THE  CHAIRMAN  ORDERED 

Why  the  markets'  gyrations  don't  worry  Greenspan 


When  the  stock  market  crashed  in 
1987.  Federal  Reserve  Board 
Chairman  Alan  Greenspan — ^just 
two  months  on  the  job — went  into  ciisis 
mode.  Stunned  by  the  unexpectedly 
steep  drop,  he  became  even  more 
alarmed  when  the  nation's  stock  ex- 
changes started  to  unravel.  So 
Greenspan  organized  a  task  force  that 
worked  around  the  clock  to  make  sure 
the  financial  system  didn't  collapse.  "It 
was  touch-and-go,"  recalls  then  Fed 
Vice-Chairman  Manuel  H.  Johnson. 

But  when  the  Dow  Jones  industrial 
average  went  into  another  free  fall 
on  the  afternoon  of  Oct.  27,  the  vet- 
eran Fed  chief  saw  no  reason  to 
climb  back  into  the  bunker  Sure, 
he  closely  monitored  the  turmoil  in 
Asian  markets  and  consulted  fre- 
ciuently  with  Ti-easury  Secretary 
Robert  E.  Rubin.  But  Greenspan 
still  found  time  to  attend  a  sched- 
uled lunch  and  treated  the  whole 
incident  as  just  pail  of  the  routine 
for  a  central  banker.  And  he  certainly 
slf>))t  better  than  in  l!ts7. 


market's  net  retrenchment . . .  should 
help  to  prolong  our  six-and-a-half-year 
business  expansion,"  Greenspan  said. 
Even  if  the  market  stages  a  new  rally, 
Greenspan  believes  the  Oct.  27  con-ec- 
tion  has  been  beneficial  by  driving  out 
some  of  the  speculators  who  helped  cre- 
ate the  volatilitv. 


MM 


w 

REPOI 

THE  FEI 


7,700  and  not  at,  say,  9,700.  At  that  ]'r- 
el,  there  could  have  been  a  steeper  c;- 
rection  with  more  damage  to  the  fini- 1 
cial  system.  "In  a  perverse  way,  file 
crash]  could  eliminate  one  of  the  iir.ll- 
ances  that  was  threatening  the  ecd)- 
my,"  notes  one  Fed  official. 

If  Greenspan's  instincts  are  right,  tf 
crash  should  help  slow  the  econoi 
next  year,  making  rate  hikes  unliki\ 
in  the  near  term.  "It  has  removed  tfe 
pressui'e  to  tight- 
en," acknowledges 
one  Fed  insider. 
Before  the  market 
tumioil,  some  Fed 
officials  favored  a 
rate  boost  as  early 
as  the  next  rate- 
setting  meeting  on  Nov.  12. 
GOOD  OUTLOOK.  Now,  Fed  officials  fc- 
lieve  the  wave  of  devaluations  in  Aia 
will  mean  fewer  U.S.  exports  to  !• 
region.  And  chastened  U.  S.  invest < 
will  probably  trim  their  spending.  1 
rule  of  thumb  at  the  Fed  is  tl 
every  $1  decline  a  family  suffersm 
its  portfolio  will  trim  spending  y 
o^.  As  a  result.  Fed  forecastr 
now  beheve  that  if  U.  S.  stoi.,- 
stay  close  to  current  prices  ff 
the   rest   of  the   year,  11.3. 
growth — which  has  been  runn^ 
above  3%  a  year — will  fall  t 
2.5%  or  less  next  year,  a  r:( 
policymakers  feel  is  sustaina  ^ 
without  rekindling  inflation. 
Indeed,  in  the  wake  of  the  ».- 
cent  tui"niMil,  Gi'eenspan  is  tcllip 


Why?  The  Fed  chief  has  been  hoping 
for  months  tliat  the  market  would  cool 
off.  Wliat's  more,  the  7%  drop  on  Oct. 
27,  though  breathtakingly  i-apid,  was  a 
drop  in  the  Inicket  compared  to  1987's 
■       22%  one-day  plunge.  And  the  U.  S. 
''       economy  in  1997  is  a  lot  sounder  than  in 
1987,  when  inflation  aiid  interest  rates 
1  were  on  the  rise. 

5      So  on   Oct.   29,   Greenspan — who 
1  zo  weeks  earlier  had  spooked  the  markets 
^£  by  hinting  that  he  might  nudge  up  rates 
i<  to  temper  growth — went  before  Con- 
1"  gi*ess  and  made  clear  that  he  sees  no 
"I  reason   to   panic.   To   the  contrary, 
I?  Greenspan  suggested  that  the  crash 
1'  S§  might  ultimately  prove  to  be  a  "salutaiy 
!  °°  event"  if  it  slows  the  robust  U.  S.  econ- 

;  oo 

I  a  omy  so  inflation  stays  in  check.  "The 


Asian  turmoil  may  help 

cool  a  U.S.  economy 
that  was  too  hot  for  the 
Fed's  comfort 

But  if  Greenspan  seemed  to  take  it 
all  in  stride,  maybe  it's  because  he  had 
feared  much  worse.  For  nearly  a  year, 
he  has  been  publicly  questioning 
whether  a  speculative  bubble  was  build- 
ing in  stocks  that  would  eventually 
burst.  Fed  officials,  who  think  stocks 
are  still  overvalued  even  after  the  mar- 
ket's late  October  gyi-ations,  are  clearly 
relieved  that  the  correction  came  at 


confidants  he  believes  the  long-teSi 
outlook  for  the  U.  S.  economy  is  quie 
favorable.  He  is  heartened  that  tre 
economy  was  able  to  swallow  ;i  L 
in  the  federal  minimum  wage  w  iiln 
so  much  as  an  inflationary  hiccup. 
he  is  still  convinced  that  producti\ii\ 
rising  much  faster  than  the  measui 
rate.  That  could  mean  higher  coi-  i 
rate  profits  that  would  bolster  the  st'|}< 
market  and  less  worry  about  wt'e 
inflation  during  a  time  of  tight  lal)3 
markets.  k 
If  anytliing,  Greenspan  is  hoping  tB 
U.  S.  stock  pi-ices  will  stabilize.  Anm 
the  market  were  to  fall  a  little  mcl 
the  Fed  chief  wouldn't  lose  any  s\m 
over  it.  V 
By  Dean  Foiist  i)i  Washingfi 
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in 


ftN^   IN  A  FREE  MARKET  ECONOMY,  companies  are 


always  competing  jar  capital.  In  fact,  the  market  has 
never  been  more  competitive  than  it  is  wJa) .  This  increase's  the 
number  of  specialists  needed  to  trade  siiK'ks.  It  al^o  puts  an 
additional  burden  on  the  technology  needed  to  support  them. 


Perhaps  the 
first  instance  where 
computers  are  being 
HVreplaced  by  people. 


On  Wall  Street  at  least,  it 
appears  that  less  may  actually 
be  more.  Because  replacing 
big,  bulky  CRTs  with  flat  panel  displays 
makes  room  for  more  traders  on  the  floor. 
For  example,  take  NEC  Technologies' 
new  Multisync®  LCD  monitors,  including 
the  world's  first  commercially  available 
20.1"  viewable  LCD  monitor. 

These  flat  panel  displays  take  up 
60%  less  space  and  weigh  70%  less 
than  a  traditional  monitor.  Size,  how- 
ever, is  not  all  that  sets  them  apart. 

Our  XtraView"  technology 
jiabtes  dear  aniLacM 


NEC  Multisync  LCD20 
20.1"  Viewable  LCD  Moni 


viewing  of  the  screen  at 
virtually  any  angle.  These  monitors 
produce  a  brighter,  sharper  image 
than  many  CRTs.  They  eliminate  eye- 
fatiguing  flicker.  They  also  consume 
up  to  50%  less  power:and  have  much 
lower  emissions.  Plus,  these  revolu- 
tionary monitors  are  compatible  with 
most  PCs,  Macs  and  workstations. 
To  learn  more,  please  call  us 
at  1-800-NEC-fNFO.  Or  visit  us  at  , 


f  NEC  1 

P       NEC  Technologies  ■ 


www.nec.com.  Expect 
Experience  more. 


THE  TRADING 
FLOOR  IS 

Liondcd  spcciah\ts. 
I  he  tradwij  floor  is  also 
Ltowdcd  with  big,  bulky 
CRTs  that  hog  energy, 
take  up  precious  room 
and  throw  of]  a  lot  of 
heat.  (Besides,  as  any 
trader  will  guickh  tell  vou, 
n  \  alrcad\  "hot  "  enough 
on  the  trading Jloor. ) 


.^^^  REPLACING 
'^^'^■'a  big,  BLII  KY 
CRT  with  a  slim  flat 
panel  di\plai  actualh 
makes  room  for  more 
traders  on  the  ^oor. 
l\  huh  IS  a  good  thing, 
\ince  the  trading  volume 
on  the  major  c.\changes 
i\  hiijhcr  than  ever. 
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If  leaders  don't 
take  action,  East 
Asia  will  stagnate 
for  years  to  come 

It  all  unraveled  so  quickly.  The  East 
Asian  "mii-acle"  was  supposed  to  last 
for  decades  and  propel  the  world 
economy  to  new  levels.  Instead, 
Asia's  stock  and  currency  markets  have 
been  tumbling  for  months,  culminating 
in  the  astonishing  collapse  of  the  Hong 
Kong  exchange.  Multinationals  that  had 
counted  on  Asian  customers  to  buy 
more  of  everything  from  cars  to  air- 
craft are  wondering  what 
went  wrong.  Bankers  are 
aghast  that  Asian  govern- 
ments and  big  corporate 
bon'owers  have  few  coher- 
ent strategies  for  recovery. 
From  Bangkok  to  Hong 
Kong,  there  are  tales  of  the 
nouveaux  riche  scrambling  to  hock  Mer- 
cedes-Benz sedans,  Rolex  watches,  and 
Chinese  anticjuities  to  meet  margin 
calls — and  in  come  cases,  just  to  make 
ends  meet. 

How  East  Asia  handles  the  coming 
shakeout  could  well  determine  whether 
or  not  the  miracle  is  finished.  If  gov- 
ernments take  forceful  action — slashing 
spending  on  pork  ban-el  projects,  clean- 
ing up  scandal-ridden  banking  systems. 


mmm 


ASIA 


could  take  the  better  part  of  a  decade. 
Wliat's  more,  Asia  could  slide  into  pro- 
longed stagnation — ^just  like  Japan, 
which  has  not  tackled  fimdamental  prob- 
lems since  its  bubble  burst  in  1990. 
Could  Asia  become  another  dead  zone  in 
the  global  economy?  Without  radical 
change,  yes. 

What's  even  scarier  is  that  even  after 
months  of  tiuTnoil,  Southeast  Asia's  lead- 
ers don't  seem  to  have  recognized  that 
the  gi'ound  has  sliifted  underneath  them. 
The  fact  is  that  much  of  Asia  remains 
reluctant  to  let  market  forces  do  their 
work  and  flush  out  the  excesses  of  foolish 
spending.  That  problem  is  intensified  by  a 
specifically  Asian  stumbling  block.  From 
South  Korea  to  Malaysia,  political  and 
business  cliiefs  have  staked  their  prestige 
on  the  idea  that  they  can  dehver  unend- 
ing high  gi'owth.  Any  step 
backwai'ds  would  be  seen  as 
a  gi'eat  loss  of  face. 

On  this  count,  Asia's 
predicament  could  be  worse 
than  Mexico's  in  1995.  The 
Mexican  response  to  its  peso 
crisis  was  to  balance  the 
budget  and  force  a  consolidation  in  the 
business  sector.  Conti-ast  that  with  what's 
going  on  in  Thailand,  ground  zero  for 
the  Asian  crisis.  Three  months  after 
Thailand  turned  to  the  International 
Monetaiy  Fimd  for  a  $17.2  billion  bailout, 
foreign  lenders  are  horrified  that 
Bangkok  still  has  not  produced  a  de- 
tailed recovery  plan.  In  Malaysia,  mean- 
time, Piime  Minister  Mahatliii*  Mohamed 
keeps  backing  risky,  high-cost  projects. 


OUTRAGE  As  the  hahtfell,  Tho 


PARALYSIS  I N  ASII 


spurring  domestic  consumption  rather 
than  just  exports,  and  forcing  uncom- 
petitive manufacturers  to  merge  or  go 
bankrupt — the  region  should  be  on  the 
road  to  health  in  two  or  three  years. 
Then  Asia  can  play  to  its  strengths 
again — high  savings,  a  disciplined  work 
force,  low  wages,  and  an  aggi'essive  en- 
trepreneuiial  class.  But  the  cleanup  uall 
come  at  a  price.  With  bad  bank  debts  of 
nearly  $1  trillion  around  the  region,  re- 
capitalizing its  financial  systems  will 
mean  higher  taxes,  tightei-  money,  and 
slower  growth. 

GROUND  ZERO.  The  ciuestion,  however,  is 
whether  East  Asia  is  up  to  this  massive 
task.  If  leaders  make  only  superficial 
refoiTns  and  allow  deep  structural  flaws 
to  go  unfixed,  the  consequences  could 
be  catastrophic.  Goldman,  Sachs  &  Co. 
estimates  that  the  financial  cleanup 


Equally  worrisome  is  the  reluctance 
of  East  Asian  industrialists  to  get  on 
with  the  needed  task  of  consolidating 
overbuilt  sectors.  Instead,  most  of  them 
are  holding  on  for  dear  life.  "Some  com- 
panies are  thinking  that  if  they  hang 
on  for  another  18  or  24  months,  gi-owth 
rates  will  go  back  to  20%  or  25%,"  says 
George  Baeder,  managing  director  of 
Hong  Kong-based 
Pacific  Rim  Consult- 
ing Group.  "But  in 
my  view  we  are  see- 
ing a  fundamental 
change  to  a  much 
more  cutthroat  envi- 
ronment." 

The  result  is  that 
Asia  is  suffering 
from  a  massive  case 
of  denial.  Look  at 


Korea.  The  signals  have  been  flashi' 
for  months  that  its  economic  health 
beyond  critical.  So  far  this  year,  six 
the  country's  biggest  business  gi'ou 
have  keeled  over,  crippled  by  debt  tz 
en  on  to  pursue  gTandiose  schemes 


dominate  world  markets.  But  the  i|i 
maining  chaebol  have  done  nothing 
reduce  their  debts,  which  on  avera 


What  \ 
Asia  \ 
Needs! 


BANKRUPTCIES  AND  MERGERS 

Politicians  are  protecting  well-coni 
companies  and  industry  sectors  de 
vital  to  national  prestige.  They  sho 
allow  failures  and  acquisitions  to  6  jed 
wasteful  spending. 


A  TOUGH  IMF  The  global  fund  sh  Uj^ 
insist  that  Thailand  and  Indonesia  fioi 
pet  projects  and  balance  budgets, 


itioi 


tis. 
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tiled  for  the  resignation  of  Prime  Minister  Chavalit 


HAT  TO  DO 


u"  times  greater  than  their  equity 
Wages  are  no  longer  any  lower 
n  most  Western  countries.  "Ko- 
?onglomerates  have  just  refused 
e  up  to  these  challenges,"  says 
/[ahn-je,  the  chainnan  of  Pohang 
I  Steel  Co.,  who  has  broken  with 
on  by  slashing  his  workforce  by 
than  "a  fifth,  to  less  than  20,000, 


over  the  past  four  years.  "The  govern- 
ment has  to  adopt  a  ruthless  policy  of 
restructuring." 

Don't  count  on  it.  Despite  a  world- 
wide oversupply  of  autos,  Hyundai 
Corp.  and  Daewoo  Motor  Co.  are  con- 
tinuing massive  building  sprees  in  that 
sector,  and  the  Samsung  Group  is 
spending  $10  billion  to  enter  the  car 


business.  Meanwhile,  Seoul  is  caving  un- 
der pressure  and  rescuing  Kia  Motors 
Corp.,  the  country's  No.  2  auto  m.^ker, 
from  banki-uptcy.  It's  the  same  story  in 
other  industries  suffering  global  glut: 
Korean  Airlines  Co.  plans  to  double  its 
fleet.  A  government-led  consortium  is 
financing  a  scheme  to  make  70-seat  air- 
craft. Hyimdai  Group  is  planning  a  $5.8 
billion  steel  mill — even  though  two  oth- 
er mills  have  gone  bust  this  yeai\  and  in 
spite  of  heavy  opposition  from  govern- 
ment planners.  Businesses  are  pressur- 
ing Seoul  to  cut  interest  rates  and  ease 
credit  so  they  can  continue  to  expand. 
"We've  lost  the  ability  to  regulate  ca- 
pacity," says  Han  Duck  Soo,  vice-minis- 
ter of  Trade  &  Industry.  "It  is  impossi- 
ble to  tell  them  to  cut  back." 

In  Thailand,  the  degi'ee  of  corporate 
denial  is  even  more  urational.  Thai  com- 
panies have  overbuilt  everything  from 
new  phone  lines  to  showpiece  property 
developments  and  taken  on  billions  in 
unhedged  dollar  debt  to  do  it.  Now,  the 
Thais  show  no  inclination  to  meet  imf 
guidelines  by  pulling  the  plug  on  58  fi- 
nance companies  that  have  already  sus- 
pended business.  As  elsewhere  in  Asia, 
most  publicly  traded  companies  still  are 
run  like  family  fiefdoms.  And  theu"  own- 
ers tend  to  have  poweiful  political  con- 
nections. So  do  Thailand's  top  banks, 
which  are  loathe  to  let  old  friends  go 
unfler. 

CHARADE.  The  result  is  one  piece  of 
meaningless  political  theater  after  an- 
other. Prime  Minister  Chavalit 
Yongchaiyuth,  for  example,  has  pi'omised 
a  dramatic  change  in  his  cabinet  to 
straighten  out  the  mess.  Instead,  he  has 
appointed  executives  of  the  powerful 
Bangkok  Bank,  Thai  Farmer's  Bank, 
and  Siam  Commercial  Bank  to  the  top 
three  economic  posts  in  his  administra- 
tion. These  banks  all  have  financed  the 
top  politicians'  pet  projects  and  compa- 
nies, many  of  which  are  insolvent.  The 
idea  that  this  cabinet  can  police  the  fi- 
nance sector  is  farfetched  indeed.  Even 
Singapore  Senior  Minister  Lee  Kuan 
Yew,  who  ordinarily  is  measured  in  his 
criticism  of  Southeast  Asian  neighbors, 
could  not  contain  his  dismay.  "Many 
Thai  leaders  in  government  and  opposi- 
tion have  personal  interests  in  the  fate 
of  finance  companies  and  banks,  hence  a 
natural  reluctance  to  discipline  them," 
Lee  said  in  a  recent  speech  in  Boston. 

Foreign  creditors  would  dearly  love 
to  force  the  breakup  or  bankinptcy  of 
Thailand's  most  leveraged  companies. 
But  they  have  little  legal  power  to  push 
the  issue.  Thai  Petrochemical  Industry 
Co.,  the  $1  billion  baby  of  well-connect- 
ed tycoon  Prachai  Leophairatana,  has 
suffered  an  estimated  $416  million  in 
foreigTi  currency  losses.  Prachai's  em- 
pire is  so  strapped  for  cash  that  its  ce- 


ANKS  Hundreds  of  banks 
i  companies  in  the  region  do 
than  funnel  capital  to  dubi- 
s.  They  need  to  be  shut  down 
?d  by  a  handful  of  strong, 
lized  banks. 

tENCY  AND  ENFORCED 

ONS  Even  the  central  banks 
the  extent  of  the  debt  crisis, 


because  of  lax  accounting  and  poor  reg- 
ulation. Companies  need  to  observe 
international  accounting  standards  to 
attract  new  foreign  capital. 

OPEN  MARKETS  Outsiders  should  have 
the  right  to  acquire  local  companies. 
Tariffs  should  be  dropped  for  protected 
industries.  Capital  flows  should  stay 
open  to  promote  confidence. 


STUCK  IN  IHlfHUUl  Malaysia  says  it  willpostpone  some  big  projects-  but  it  proceeds  with  others 


ment  subsidiary  is  paying  creditors  with 
sacks  of  cement.  And  yet  Bangkok 
Bank,  the  company's  biggest  creditor, 
seems  to  be  exerting  no  pressure  to 
force  a  restructuring,  and  the 
Leophairatana  family  is  not  about  to 
give  up  management  control  to  sell  off 
assets  or  bi'ing  in  a  foreign  partner. 
Says  CyT'il  Alappat,  an  advisor  to  Thai 
Peti'Dchemical's  board:  "The  maximum 
you  can  expect  would  be  a  50-50  rela- 
tionship with  a  foreign  partner" 
8%  GROWTH.  It  seems  that  magnates  in 
other  countries  don't  want  to  take  the 
situation  very  seriously,  either.  In  In- 
donesia, President  Suharto  still  vows  to 
back  a  controversial  national  car  pro- 
ject owned  by  his  son  and  a  state- 
owned  passenger-jet  company.  Malaysia 
says  it  will  p(jstpone  big  dam  anrl  high- 
way projects.  But  Malaysian  national 
auto  maker  Proton — dreaming  of  itself 
as  an  export  powei- — is  still  expand- 
ing. In  mid-October,  Malay.sia  signed 
deals  to  build  two  silicon-wafer  fabri- 
cation plants.  And  in  its  latest  budget, 
the  government  is  sticking  to  its  goal 
of  8%  gi'owth  this  year.  Investors,  hop- 
ing Malaysia  would  sharply  tighten 
up  on  new  lending,  sent  the  ringgit 
reeling. 

The  economic  scene  could  get  a  whole 
lot  grimmer  if  China — the  last  great 
hope  of  the  region — starts  to  falter  The 
conventional  wisdom  is  that  China 
should  keep  expanding  at  a  healthy 
8%  pace,  thanks  to  a  booming  export 


sector,  some  .$130  billion  in  foreign  I'e- 
sei'ves,  and  an  enviable  40%  savings  rate. 

But  other  coimtries  in  Asia  boasted  of 
similarly  strong  statistics  only  last  year. 
And  by  other  measures,  China  could  be 
another  train  wi'eck  in  the  making.  Con- 
sumer spending  is  tailing  off.  More 
alarming,  growth  among  hundreds  of 
thousands  of  township  and  village  en- 
teiprises,  long  the  most  dynamic  part  of 
the  economy,  is  cooling  down.  China's 
four  major  banks  have  an  estimated  $90 
biUion  in  nonperfoi'ming  loans  and  are 
technically  insolvent.  State-owned  in- 
dustries continue  to  pile  up  staggering 
losses.  Says  Brookings  Institution  Si- 
nologist Nicholas  R.  Lardy:  "The  cour-se 
China  is  on  is  clearly  unsustainable." 

If  that  weren't  batl  enough,  the  beating 
taken  by  "I'ed  chips" — mainland  compa- 

The  scene  could  get  a 
lot  grimmer  if  China, 
the  last  great  hope  of 
the  region,  falters.  And 
by  some  measures, 
China  could  be 
another  train  wreck 
in  the  making 


it 


nies  listed  in  Hong  Kong — wll  probal 
foi'ce  postponements  of  dozens  of  init 
pubHc  offerings.  State  enterprises  ha 
been  coimting  on  that  capital  to  modei 
ize  and  pull  off  all  the  mergers  and  i 
quisitions  that  President  Jiang  Zem 
speaking  at  September's  15th  Party  Cc 
gTess,  declai-ed  were  on  the  way. 

Most  economists  still  contend  th 
China's  nonstate  sector  is  strong  enoui 
that  the  countiy  can  outgTOw  its  de 
problems.  Besides,  they  point  out,  ma 
of  China's  state  industries  actually  a 
profitable — they  just  don't  tell  autho 
ties  in  order  to  avoid  taxes. 

What's  unsettling  about  these  exp 
nations  is  that  nobody  really  knows  t 
financial  system's  tine  condition.  Coi 
tries  such  as  Thailand  also  boasted  i: 
pressive  savings,  exports,  and  invei 
ment  statistics,  but  now  are  reveal 
to  be  houses  of  cards.  Says  World  Ba 
economist  Howard  G.  Broadman,  a  sf 
cialist  on  China's  state  enteipiises:  "II 
meltdown  happened  in  Southeast  As 
the  bad  debt  situation  can't  go  on 
definitely  in  China." 

Politicians  and  corporate  chieftai 
across  the  region  still  may  believe  tli 
they  ai'e  weathering  a  temporaiy  dow 
turn.  But  global  financial  markets  ca: 
send  the  message  any  more  forcefu! 
that  a  wrenching  new  era  has  dawn' 
in  East  Asia. 

By  Pete  Engardio  in  Hong  Kofi 
Michael  Shari  in  Bangkok,  Mark  CI 
ford  in  Seoul,  and  bureau  reports 
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WHY  THE  CURRENCY  WAR  ISN'T  OVER  IN  HONG  KONG 

■he  speculative  ^SP''''^''''''''''iV  ^^^^^  l^^H  mate  that  residential 

Assures  battering  the   ^fe:     ^^^If^^^^^^^B  MH^^^^'^'    '  ^^^^^P   Property  sector,  a  burst 

|t  of  Southeast  Asia,    ^^^^J^^^^^    ^l|PP        ^  ^^'^  ^^^^^^^^^  ^v,  ^^^^1  ^^^^^^  heightens 

rates  soared  in  de-    pjjj^^^p  ^^^^^      •       ^^^jjlj^^fj^^jj/t^^'  ^^^^'^^     mostly  based 

ighted 'toward  finan-  y"^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^  then  Because  Hong^  ' 

epest  decline  since      |^  ^^^ggC "T^'^ffj^^^S*         spike  in  interest 

S9.  V'lHVP'VVWVT^PVIHMMidHHMH  rates 

rhe  storm  abated       •>iJ|Kil'IilM^  household  finances. 

,h  the  Hang  Seng  in-  SCREECHING  HALT. 

i's  dramatic  rally  on  Oct.  29.  But  Yet  authorities  don't  want  a  full-       "Consumption  will  come  to  a  screech- 

I't  think  tyi^hoon  season  is  over.        blown  merger  of  the  cun-encies  to        ing  halt,"  predicts  Enzio  von  Pfeil, 
sculators  will  keep  testing  the  pol-    occur  for  years.  China  and  Hong  chief  economist  for  Claiion  Seciuities. 

that  Hong  Kong  and  China  can       Kong  have  everything  to  lose  ft"om  a     "People  don't  spend  if  intei'est  rates 
1  should  maintain  two  separate         sudden,  steep  devaluation  of  the  are  high  and  they're  worried  about 

rencies  now  that  their  economies      Hong  Kong  dollar.  Local  executives       their  jobs."  Geoffi'ey  Barker,  regional 

more  closely  meshed  than  ever.       and  market  players  paint  a  convinc-      strategist  for  Scbroder  Securities  Ltd. 
reign-exchange  traders  are  asking     ing  doomsday  scenario       ^^^^^^^^^^^^^    in  Hong  Kong,  expects 
iong  Kong  will  have  to  link  its         of  plummeting  confi-         ^PV^V^iW^H    economic  weakness  to  be- 
lar  to  the  Chinese  renminbi  in-         dence,  political  crisis,         HCfj0_vUi£u^  pushing  wages  down 

ad  of  the  U. S.  greenback.  They  and  capital  flight.  To  the  ■TijpJ^'lliu^fl  unemployment  up 
nt  a  devaluation  of  the  Hong  Chinese  authorities  who     ^^^^j^^^A^l^S^'    within  6  to  12  months, 

ng  dollar  to  nudge  it  closer  to  the     engineered  the  han-  ^IHIlHliyil       Whatever  happens, 

iminbi's  level,  especially  since  the      dover,  such  turmoil  ^^^^Q^SlljK^^B    Hong  Kong  has  to  get  its 

nge  of  eveiy  other  cuirency  in         would  be  a  major  em-  costs  down.  "The  in- 

'  region  has  highlighted  the  steep      baiTassment  and  a  setback  to  their       crease  in  costs  has  made  Hong  Kong 
t  of  doing  business  in  the  fomner      plans  to  raise  badly  needed  capital        much  less  attractive  as  a  shopping 
itish  territory.  for  Chinese  companies  on  the  Hong      haven,"  laments  Peter  Lau,  chainnan 

OMSDAY.  Hong  Kong  and  Beijing      Kong  market.  And  a  devaluation  and  chief  executive  of  Giordano  In- 

;horities  are  aghast  at  the  veiy         may  not  help  Hong  Kong's  service        ternational  Ltd.,  an  apparel  chain, 
rgestion  of  a  devaluation — and  economy  as  much  as  it  may  in  Thai-      Richard  L.  Miskewicz,  a  consultant 

'.y  have  $200  billion  in  combined        land,  for  example,  which  is  depen-        for  A.  T.  Kearney,  says  handling  fees 
;erves  to  bolster  their  position.         dent  on  cheap  exports  of  manufac-        for  a  40-foot  shipping  container  nan 
ey  envision  a  day  when  the  Chi-       tured  goods  for  its  survival.  to  $1,000  in  Hong  Kong,  compared 

!e  economy  is  so  strong  that  the  No  wonder  the  authorities  have        with  $80  in  Shanghai.  "Hong  Kong 

iminbi  becomes  ■nHHRIHmiSVM^H  '^^^^i^^^^'^l  the  dollar  needs  to  improve  its  competitiveness 
ivertible  and  the      Bt^^^^^M^^^nM^n^^  with  such  ferocity,         or  it  will  lose  traffic,"  he  says. 

0  currencies  ^^^^^   spending  heavily  to  This  wasn't  the  way  the  handover 

rge.  And  through  ^^^^       cun-ency  and     was  supposed  to  unfold.  The  Chinese 

!  summer,  business     14.000      "^^r----   at  one  point  pushing      connection  was  supposed  to  generate 

jcutives  in  Hong  overnight  interbank       confidence,  not  doubt,  about  the  sta- 

ng  were  suggest-       '2  '"'"    loan  rates  up  to  bility  of  the  Hong  Kong  dollar  and 

:  that  the  monetaiy    ^^^^^        ^^^^  SENG^^/       300%.  But  a  pro-  Hong  Kong's  role  in  Asia's  boom.  But 

;horities  would  INDEX         W        longed  defense  will        in  today's  global  economy,  traders 

dually  and  quietly      g  ooo  cause  a  lot  of  collater-    follow  their  own  script — and  force 

sen  the  peg  to  the  al  damage  as  interest     even  the  best  policymakers  to  make 

?enback  in  1998  to       ^"""qctV  rates  stay  high.  The      painful  choices. 

^  DATA:BLOOMBERGF,NANc,ALMAR°Sr        '^^^^  casualtyi  real  Bij  Joyce  Bomathan  with  Miguel- 

npetitive  lift.  estate.  Analysts  esti-     la  Lam  in  Hong  Kong 
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COMMENTARY 

By  Brian  Bremner  &  Emily  Thornton 

IS  JAPAN  AT  THE  BRINK.  TOO? 


Imagine  this:  Japan, 
humbled  by  recession 
and  a  stock  market 
crash,  its  weakened 
banks  facing  a  new  wave 
of  bad  loans  across  Asia, 
goes  to  the  International 
Monetary  Fund,  hat  in 
hand,  for  a  bailout. 
Rathei-  than  dump  its 
$291  billion  in  U.  S.  Ti-ea- 
sury  bonds  and  roil  glob- 
al markets  even  further, 
the  Japanese  use  the 
bonds  as  collateral  for  a 
huge  emergency  loan. 
That  may  sound  prepos- 
terous for  a  countiy  as 
wealthy  as  Japan.  Never- 
theless, that's  a  rumor 
that  made  its  way 
around  Wall  Street  as 
global  stock  markets 
crashed  on  Oct.  27. 

That  traders  are  even 
thinking  Japan  would 
seek  help  to  refloat  its 
troubled  economy  says  a 
lot  about  the  anxiety  lev- 
el on  markets.  The  ni- 
mor  also  says  something 
about  Tokyo's  global  image.  After 
years  of  promises  to  I'eform  its  econ- 
omy and  get  off  the  gi'ound,  Japan  is 
flirting  with  recession  again.  Its  in- 
ternational economic  policy  is  so  di- 
rectionless that  Tokyo  lacked  the 
clout  to  lead  a  bailout  of  Thailand, 
the  epicenter  of  Asia's  currency  cri- 
sis. Its  financial  system  is  in  such 
shambk  s  that  the  sui-vival  of  some 
big  pkiyers  is  questionable. 
DITHERING.  This  really  matters  to  the 
rest  of  the  globe.  With  growth  slow- 
ing in  Asia  and  threatening  to  cool  in 
America,  the  world 
needs  Japan's  trillion 
economy  to  pick  up  any 
slack.  But  instead  o!  ad- 
dressing its  woes  head 
on,  Japan  is  dithering. 
Take  the  problem  of 
hundreds  of  billions  of 
dollars'  worth  of  outstanding  bao 
loans  stretching  back  to  the  bubble 
economy  of  the  1980s.  Japanese  au- 
thorities hoped  that  banks  would  use 
time  and  low  interest  rates,  instead 
of  massive  asset  sales  and  restruc- 
turing, to  heal  balance  sheets.  But 
James  Fiorillo,  an  analyst  at  ing 


NIKKEI  NERVES:  Tokyo  dealers  watch  shares  fall 


Baring  Securities  (Japan)  Ltd.,  ob- 
serves that  bad  loans  have  actually 
soared  18%  since  March  as  bankrupt- 
cies have  siu-gefl.  And  the  Tokyo 
Stock  Exchange's  18%  decline  since 
summer  now  threatens  to  leave  some 
lenders  without  capital  to  lend. 

After  a  week  of  wild  gyrations  in 
concert  with  world  markets,  the 
Nikkei  stock  average  remains  around 
16,900.  If  it  should  slip  much  below 
16,000,  major  global  lenders  such  as 
Fuji  Bank,  Asahi  Bank,  and  Chuo 
Tiiist  &  Banking  would  face  big  loss- 
es on  their  portfolios  of 
corporate  stock.  They 
count  the  value  of  this 
stock  toward  capital,  and 
such  a  drop  could  leave 
them  perilously  close  to 
internationally  agreed- 
upon  minimum  levels. 
Sliould  the  Nikkei  plunge  to  14,000, 
Japan's  20  biggest  lenders  would  face 
some  $96  billion  in  portfoho  losses. 
Such  a  drop  could  shut  down  bank 
lendi.ig  at  home,  sending  the  econo- 
my into  a  downward  spiral.  As  it  is, 
gi'oss  domestic  product  may  gi'ow 
only  1%  this  year. 


Banks  are  also  facing 
jitters  over  how  vulnera- 
ble their  $265  billion  in 
Asian  loans  and  bank  de- 
posits will  be  in  the  face 
of  a  protracted  regional 
slowdown.  In  Hong  Kong, 
where  a  deflationary 
property  bust  is  possible, 
lenders  have  $87  billion 
at  risk.  That  helps  ex- 
plain the  sell-off  in  bank 
stocks  in  Tokyo  on  Oct. 
27,  the  day  Hong  Kong 
shai'es  plunged. 

Japanese  insurers  are 
also  on  the  brink.  UBS  Se- 
curities Ltd.  strategist 
Neil  Rogers  figures  that 
at  the  Nikkei's  cun-ent 
level,  five  of  the  nation's 
biggest  life  insurers  have 
seen  the  market  value  of 
their  stock  portfolios  fall 
below  book  value.  That's 
making  it  nearly  impossi- 
ble for  them  to  make  div- 
idend payments  and  re- 
turns promised  to  pohcy- 
holdei's.  Rogers  thinks 
one  or  two  could  collapse. 
Clearly,  someone  needs  to  do 
something  in  a  huiry  to  get  Japan 
out  of  its  paralysis.  So  what  is  Prime 
Minister  Ryutaro  Hashimoto's  re- 
sponse? Instead  of  broad  tax  cuts 
and  other  strong  moves,  all  he  can 
muster  are  modest  cuts  in  levies  on 
property  deals  and  corporate  income, 
plus  vague  vows  to  promote  satellite 
broadcasting  and  liberalize  tnacking 
rates.  Hashimoto  has  done  a  better 
job  pushing  his  planned  "Big  Bang" 
liberalization  of  Tokyo's  financial  mar- 
kets. But  the  economy  won't  pull  up 
until  sweeping  measures  are  in  place 
to  dei-egailate  retailing,  transporta- 
tion, and  construction  as  well. 

Perhaps  if  the  Nikkei  really  went 
into  a  fi'ee  fall,  the  govemment 
would  abandon  its  austerity  mea- 
sures and  iTiove  to  restore  confi- 
dence. But  right  now,  politicians  and 
bureaucrats  are  fiddling  while  Japan 
freezes.  Foi-  their  own  good  and  the 
rest  of  the  world's,  the  Japanese 
need  to  remember  that  the  big  chill 
could  extend  far  beyond  their  shores. 


Bremner  and  Thornton  cover  the 
Japanese  economy  from  Tokyo. 
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still  worried 
about  inflation? 
Perhaps  you 
should  consider  a 
new  economic  storm 
gathering  in  Asia 


SPECIAL 
REPORT 

THE  ECONOMY 


fHE  THREAT  OF 

lEFUmON 


ith  markets  rebounding  from  the  Oct.  27  Asian 
shock,  it's  only  natural  to  wonder  what  all  the  fuss 
was  about.  Was  it,  after  all,  simply  a  wild  oveire- 
action? 

Don't  bet  on  it.  Even  if  the  markets  remain 
calm,  the  crisis  in  Asia  that  spuiTed  the  sell-off  sig- 
nals a  deep  change  in  how  the  global  economy 
3.  Thanks  to  a  building  binge  throughout  Asia,  continu- 
;onomic  expansion  in  the  U.  S.,  and  recovei-ing  econoinies 
irope,  production  everywhere  is  running  ahead  of  con- 
tion.  That's  even  tnie  in  the  U.S.,  where  consumer  de- 
remains  strong  (chait,  page  58).  Today,  for  the  fu-st  time 
ars,  there  is  worldwide  overcapacity  in  industries,  ft'om 
conductors  to  autos.  And  the  excess  supply  will  get 
worse  as  Asia  tries  to  export  its  way  out  of  trouble, 
e  result:  The  global  economy  may  well  be  heading  into  a 
era — an  era  of  deflation.  Prices  for  goods  are  falling  or 
ant  aroimd  the  world.  In  the  U.  S.,  industries  with  stable 
Ung  wholesale  prices  account  for  two-thirds  of  manufac- 
g  production.  And  in  many  parts  of  the  world,  such  as 
1,  overall  goods  prices  have  been  falling  (chart,  page  59). 


"Fundamentally,  something  has  changed  in  the  econo- 
my," says  John  F.  Smith  Jr.,  chainnan  and  ceo  of  General 
Motors  Coi-p.  "In  today's  age,  you  cannot  get  price  increases." 

For  investors,  corporations,  and  workers,  deflation  is  a 
mixed  blessing — and  a  potential  danger.  Productivity  gi-owth 
lets  companies  boost  profits  even  as  prices  fall.  Living  stan- 
dards can  rise  even  when  wages  don't  gi'ow  much,  since  the 
same  paycheck  can  buy  more  clothing,  more  TVs,  a  better  car 
And  low  inflation  in  the  U.  S.  has  been  an  economic  windfall. 
With  inflation  at  bay,  the  Federal  Resei-ve  has  held  off  raising- 
interest  rates,  extending  a  cycle  of  expansion  longer  than 
most  economists  thought  possible. 

What's  more,  both  stock  and  bond 
markets  can  thi'ive  with  mild  deflation. 
From  1865  to  the  1890s,  prices  dropped 
1%  to  2%  annually  and  "the  real  re- 
turn in  the  stock  market  was  remark- 
ably the  same  as  in  other  periods,"  says 
Jeremy  J.  Siegel,  a  Whaiton  School  pro- 
fessor  who  wrote  the  best-selling  Stocks  for  the  Long  Run. 
Adds  James  W.  Paulson,  chief  investment  officer  of  Norwest 
Investment  Management  Inc.:  "A  mild  deflation  or  stable 
deflation,  slightly  below  zero,  but  not  a  collapse,  is  bullish  for 
long-term  financial  assets." 

Mild  and  stable — not  rapid.  Rapid  deflation  can  do  enor- 
mous damage  veiy  quickly.  The  danger  is  that  falling  prices 
and  wages  make  it  much  more  difficult  for  leveraged  compa- 
nies and  households  to  pay 
back  their  debts.  In  the 
worst  case,  a  wave  of  busi- 
ness and  personal  bank- 
ruptcies sets  off  a  chain  of 
failures  tliroughout  the  en- 
tire financial  system.  In- 
vestment and  growth  col- 
lapse. "In  the  new  era,  the 
risk  is  deflation,  not  infla- 
tion," says  Edward  E. 
Yardeni,  chief  economist  for 
Deutsche  Morgan  Grenfell. 
BIG  RISK.  The  Great  De- 
pression of  the  1930s  was 
exactly  this  sort  of  defla- 
tionaiy  spiral.  From  1929  to 
1933,  "prices  fell  by  10%  an- 
nually. Even  moderately 
leveraged  companies  went 
under,  the  banking  system 
was  devastated,  unemployment  soared,  and  the  economy  and 
the  stock  market  went  into  a  deep  swoon  that  was  onlv 
ended  by  Worid  War  II. 

The  biggest  danger  for  the  global  economy  today  may  be 
the  prospect  of  a  sustained  deflationary  downturn  in  East 
Asia.  In  recent  months,  countries  such  as  Thailand  and 
Malaysia  were  forced  to  depreciate  their  currencies  in  order 
to  keep  the  prices  of  their  goods  competitive  on  world  mar- 
kets. But  the  cuts  exacted  a  huge  cost:  Higher  import  prices, 
falling  domestic  demand,  and  lower  wages  for  workers,  wliich 
ftuther  smother  domestic  demand.  In  Thailand,  for  exam- 
ple, employers  m-e  cutting  wages  by  up  to  15%,  and  many  wiU 
not  pay  bonuses  in  December 

Wliat's  wonisome  for  the  rest  of  the  global  economy  is  how 
deflationaiy  pressiu-e  can  spread.  The  country  immediately  at 
risk  is  Japan,  which  has  been  flirting  with  serious  deflation 
throughout  the  1990s  as  huge  real  estate  and  stock  market 
losses  crippled  its  financial  system.  Now,  it  is  in  danger  of  be- 
ing suckecl  into  a  deflationary  maelstrom,  as  it  tries  to  com- 
pete in  Southeast  Asia  where  it  does  40%  of  its  business. 
At  the  moment,  the  U.  S.  doesn't  face  the  same  risk.  The 


BUSINESS  WEEK  /  NOVEMBER  10,  1997  55 


'This  won't  work  with  that!  That  won't  work  with  this!  How  do  I  even  use  this"?!"  Go  ahead  and  scream.  (We  do.)  The  way  we  see  it» 
always  looked  at  things  from  a  simpler  point  of  view:  Open  network  computing.  And  that's  led  to  ideas  like  our  Java'"technog 


t  Micfosvsleni';  Inc  All  [ights  re^.ervt;d  Sun,  Sun  MicrOiyslems,  Ihe  Sun  L^qi  ' 


iasy  as  eating,  sleeping,  and  everything  else  you  do  without  a  second  thought.  Which  is  why  we've  ^ 
'Hiputing  gets,  the  easier  it'll  get.  And  the  saner  life  will  get.  THE  NETWORK  IS  THE  COMPUTER;"  ^UTl 

Iraclemarks  of  Sun  Miccosvstems,  Inc  m  Ihe  United  Slales  and  olher  countnes  www  sun  com  mtCrOSyStemS 


Markets  and  economies  can  thrive  with  m 
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difference  between  mild  price  de- 
clines and  runaway  deflation  is 
largely  determined  by  the  state  of 
an  economy's  financial  system.  "Deflation  only  creates  a  prob- 
lem if  balance  sheets  of  financial  and  nonfinancial  fiiTns  are  al- 
ready in  a  weakened  state,"  says  Frederick  S.  Mishkin,  a  for- 
mer New  York  Fed  economist  who  teaches  at  Columbia 
Business  School. 

The  U.  S.,  in  other  words,  is  well-placed  to  weather,  and 
even  benefit  from,  a  deflationary  trend.  Most  corporations 
have  strong  balance  sheets  and  have  refinanced  boirowing  at 
low  interest  rates.  And  while  consumers  have  added  debt, 
they  should  have  no  trouble  paying  it  off  as  long  as  the  job 
market  stays  strong  (page  60). 

In  fact,  deflation  in  East  Asia  may 
help  extend  the  U.  S.  expansion. 
Economists  estimate  the  deprecia- 
tion of  Asian  cuirencies  will  reduce 
inflation  by  as  much  as  0.4  pei'cent- 
age  points  over  the  next  couple  of 
years,  lessening  the  need  for  the 
Fed  to  raise  rates.  Of  coiu'se,  some 
economists  are  still  woirying  about 
inflation  rather  than  deflation. 
Grov^d;h  remains  I'obust,  and  unem- 
ployment hovers  around  5%.  And, 
with  U.  S.  factories  loinning  at  83% 
of  capacity,  well  above  their  long- 
run  level,  there  apparently  is  little 
evidence  of  overcapacity  in  the  U.  S. 

But  in  an  era  of  global  oversupply, 
even  high  capacity  utilization  in  the 
U.  S.  does  not  necessarily  lead  to 
higher  prices.  All  of  the  industries 
with  domestic  capacity  utilization 
above  90% — steel  and  other  metals, 
petroleum  refining,  paper  products, 
and  industrial  inachiiieiy — face  heavy 
competition  from  imports.  As  a  re- 
sult, it  is  veiy  difficult  for  these  pro- 
ducers to  I'aise  prices. 
DIGGING  OUT.  Moreover,  manufac- 
turing capacity  in  the  U.  S.  is  rising 
at  a  4.3%'  annual  rate,  the  fastest  in 
25  years  and  well  ahead  of  the  2.5% 
gi'owth  rate  of  consumption.  In  the 
third  quarter,  business  investment 
spending  is  ex))ected  to  rise  at  dou- 
ble the  rate  of  consumer  spending, 
making  it  less  likely  that  there  will 
be  production  bottlenecks. 

This  U.  S.  investment  boom,  however,  pales  next  to  what's 
happening  in  Asia's  developing  countries.  In  1996,  the  region's 
total  cai^tal  investment  was  $914  billion,  just  slightly  less  than 
that  of  the  much  larger  U.S.  economy.  "The  region  has  had 
some  of  the  highest  investment  rates  the  world  has  ever 
seen,"  says  Uri  Dadush,  director  of  the  World  Bank's  Devel- 
opment Prospects  Group.  "A  lot  of  capacity  has  been  built  up 
on  the  expectation  of  continued  rapid  gTowth,  so  you  have  a 
lot  of  stuff  that  is  just  coming  on  stream." 

Efforts  by  nations  such  as  Thailand  and  Indonesia  to  dig 
out  from  their  cuirency  devaluations  will  exacerbate  world- 
wide oversupply  and  deflation.  In  recent  years,  the  Asian  de- 
veloping countries  have  actually  been  net  consumers,  making 
them  the  only  part  of  the  world,  besides  the  U.  S.,  to  run 
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trade  deficits.  But  that's  hkely  to  change,  as  they  tiy  to  (- 
port  themselves  out  of  trouble.  Consider  Mexico.  After  t? 
devaluation  of  the  peso  in  1995,  prices  of  Mexican  goods  l- 
came  so  competitive  that  exports  jumped  30%  in  many  - 
dustries,  turning  a  trade  deficit  into  a  trade  sui-plus. 

The  tightly  linked  global  economy  means  that  the  effect  f 
overcapacity  in  any  region  ripi:)les  out  and  chives  down  pri(? 
eveiywhere.  Look  at  how  prices  in  East  Asia's  developing  i- 
tions,  where  the  U.  S.  buys  only  about  one-quarter  of  - 
imports,  affect  prices  of  goods  ft-om  other  nations.  The  U. 
gets  another  quarter  of  its  imports  ft-om  Japan  and  Mexi . 
two  countries  that  directly  compete  with  East  Asia  for  t= 
U.  S.  market.  Last  year,  Mexico  supplanted  China  as  t2 
single  most  important  exporter  of  garments  to  the  U.  S.,'D 
part  because  the  North  Americ 
Free  Trade  Agi'eement  helped  low 
trade  baniers  to  Mexican  goods.  Ei 
to  retain  that  business,  MexicT 
manufacturers  now  have  to  i<e 
pace  with  the  prices  offered  by  C 
na  and  other  Asian  nations. 

One  place  where  the  link  betwi 
global  overcapacity  and  downwi 
price  pressiu'e  is  clear  is  in  the  ai 
industiy.  In  North  America,  prodi 
tion  capacity  for  cars  and  trucks 
ceeds  demand  by  at  least  a  half-n 
lion  vehicles.  "Capacity  in  Noi 
America   is   growing,"  says 
Richard  Wagoner  Jr.,  president 
North  Ameiican  operations  for  ( 
"The  Japanese  are  adding  transph 
capacity  at  a  fairly  significant  rat 
Meanwhile,  Mexico's  car  output 
projected  to  grow  at  10%  annua 
over  the  next  three  years,  with 
most  two-thirds  of  it  to  be  s( 
tlu'OLigh  exports — mostly  to  the  U 
The  glut  has  produced  a  new  ki 
of  sticker  shock:  In  the  U.  S.,  pri( 
on  passenger  cars  have  dropped 
2.1%  over  the  last  year,  accordi 
to  the  Bureau  of  Labor  Statist! 
Toyota  Motor  Sales  U.S.A.  I: 
trimmed  the  base  price  of  its  Cor 
la  by  $1,090,  or  8%,  to  stay  comp 
itive  in  the  tough  small-car  mark 
A  BOOM.  That's  still  better  than  I 
rope,  where  cannakers  have  the  al 
ity  to  pi-oduce  3  million  to  4  milh 
more  vehicles  than  the  market  cn 
absorb.  The  average  price  of  a  car  in  Eiu-ope  dropped  $500o 
$1,000  over  the  past  year,  figures  David  J.  HeiTnan,  CEOkf 
Adam  Opel. 

And  a  car-building  boom  in  Asia  is  hitting  just  as  !s 
economies  slow  and  car-buying  tanks.  In  South  Korea,  D;:- 
woo  Corp.  and  Hyimdai  Corp.  both  are  building  capacity  r 
global  exports.  The  Samsung  Group  is  investing  $10  billion  o 
enter  the  business. 

Ovei'capacity  problems  have  been  bLiilding  in  memory  ch  s 
and  other  tyi^es  of  seiTiiconductors  and  are  expected  to  wo.- 
en.  Prices  of  drams  cb'opped  shaiply  last  yeai',  as  Asia's  outj.t 
skyrocketed.  Now,  Taiwan  plans  to  double  its  semiconducir 
capacity  in  the  next  six  months,  much  of  it  in  drams.  "WeS 
concerned  about  the  relentless  desire  of  the  Taiwanese  o 


58  BUSINESS  WEEK  /  NOVEMBER  10,  1997 


tion,  but  rapidly  falling  prices  can  do  enormous  harm 


FRANCE 


,"  says  Hong  Kong-based  Daniel  A.  Heyler,  a  semicon- 
'  analyst  at  Dataquest  Asia  Pacific  Ltd.  Adds  Robert 
,  vice-president  of  Vanguard  International  Semiconduc- 
)rp.,  a  Taiwan-based  memoiy-chip  maker:  "We  expected 
e  rebound  in  the  fourth  quarter,  but  in  fact  it's  down, 
apacity  will  continue  until  at  least  mid-1998." 
the  chemical  industry,  Asian  producers'  capacity  to 
ethylene,  a  plastics  building  block,  will  rise  70%  by  2002, 
ites  L.  Wayne  Feller,  an  executive  vice-president  at 
Itants  Chemical  Market  Associates  Inc.  in  Houston. 
;urrent  market  woes  won't  derail  these  projects  be- 
lt takes  so  long  to  build  such  plants.  "There  may  be  a 
!  that  haven't  gotten  funding  yet  [and  could  be  de- 
.  Most  are  going  forward." 
ircapacity  is  cropping  up 

sorts  of  unexpected 
ts.  China  and  India,  for 
)le,  have  become  major 
cers  of  penicillin  G,  the 
laterial  for  the  antibiot- 
ving  the  price  down  to 

$11  per  billion  units 
)21  in  mid-1996.  Chinese 
3tic  makers  are  moving 
?  industry  ladder,  learn- 
iw  to  produce  more  so- 
:ated  antibiotics  former- 
de  onlv  in  Europe  and 
.S. 

UT.  Asian  businesses, 

'd  to  make  use  of  their 

apacity,  will  put  down- 
pressure  on  markets 

d  the  world.  Many  of 

?w  factories  were  built 

et  Asian  demand  that 

vaporated.  The  Asian 

opment  Bank,  which 

!ted  Southeast  Asian 

mies  would  grow  by 

n  1997  and  7.5%  in  1998, 

ished  those  forecasts  to 

'  as  4.9%  tliis  year  and 
as  4%  next  yeai*.  Cred- 

sse  First  Boston  esti- 
that  slower  growth 

wall  cut  Asian  consump- 

y  up  to  $400  bilhon. 

an  would  be  a  logical 

t  for  the  excess  goods. 

e  second-lai-gest  econo- 
the  world,  and  it's  neai-by.  But  the  Japanese  govem- 

shows  no  sign  of  backiiig  off  fi-om  its  policy  of  fiscal  aus- 
Nor  has  it  implemented  meaningful  deregulation,  wliich 

cut  consumer  prices.  As  a  result,  domestic  demand  is 

:ed  to  rise  at  less  than  a  2%  rate  over  the  next  year 

vhile  China,  wliich  should  be  Asia's  other  engine  of 

h,  isn't  helping  either.  In  part  because  of  liigh  protec- 

,  baiTiers,  Chinese  imports  rose  just  2.5%  dm-ing  the 

ine  months  of  the  yeai-.  wliile  exports  soai-ed  by  24%. 

nand  in  key  Eiu-opean  mai-kets  is  also  likely  to  be  con- 
ed. Although  some  smaller  economies  ai'e  recoveiing. 

e  and  Gennany.  the  Continent's  two  biggest  mai-kets, 

Jeen  mainly  exporting  then*  way  to  decent  gi'owth  this 

And  the  move  to  a  unified  Em-opean  currency  \vi\\ 


...Holding  Down 
Price  Increases 


CHANGE  IN  CONSUMER  GOODS  PRICES* 


mean  that  interest  rates  in  Eui"ope  will  have  to  converge.  As 
a  result,  short-term  interest  rates  in  Gennany  and  France, 
now  3.3%,  will  have  to  rise  towards  the  much  higher  interest 
rates  in  Italy  and  Spain,  further  cutting  into  ah-eady  weak  do- 
mestic buying  confidence.  "I  don't  see  consumer  demand 
picking  up,"  says  Bemd  A.  Stecher,  chief  economist  at  Ger- 
man industrial  giant  Siemens. 

To  be  sure,  as  global  demand  slows,  some  of  the  invest- 
ment in  the  pipeline  will  be  delayed  or  eliminated,  easing  the 
oversupply  problem.  For  example,  there's  mounting  pressure 
for  Indonesian  President  Suharto  to  cancel  huge,  money- 
wasting  investments,  including  a  national  cai"  project.  But  be- 
cause many  local  tycoons  wield  enormous  pohtical  clout,  it  is 
very  hard  for  politicians  and  banks  to  force  them  to  consol- 
idate or  let  them  go  bank- 


GERMANY 
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•EXCEPTING  FOOD  IN  FRANCE.  JAPAN.  AND  U  S,;  ADJUSTED  FOR  JAPAN  S  CONSUMPTION  TAX  INCREASE  IN  APRIL 
DATA:  STANDARD  &  POOR'S  DRI 


rupt.  What's  more,  while 
manufacturers  in  Malaysia 
and  Thailand  have  sus- 
pended plans  to  build  new 
steel  and  chemical  plants, 
they  are  still  insisting  the 
lull  is  only  temporary.  And 
some  of  Asia's  biggest 
players  are  even  upping 
the  ante  in  order  to  drive 
out  competitors.  Despite  a 
serious  oversupply  in  ship- 
ping capacity,  for  example, 
Taiwanese  shipping  giant 
Evergi'een  Marine  Corp.  in 
mid-October  announced  it 
will  buy  another  25  con- 
tainer ships  over  the  next 
seven  years. 

HIGH  HOPES.  So  what  hap- 
pens next?  Some  countries 
are  at  least  making  noises 
about  stimulating  domestic 
demand.  For  example,  con- 
cerned that  consumer  de- 
mand is  starting  to  tank, 
Beijing  recently  announced 
plans  to  stimulate  spend- 
ing among  China's  900  mil- 
lion rural  citizens,  who 
have  been  largely  left  be- 
hind in  the  boom — and  to 
convince  urban  residents  to 
spend  more  on  consumer 
goods. 

But  most  countries  are 
hoping  that  depreciating  theii*  cuirency,  whether  forced  or  vol- 
untary, will  do  the  trick.  Since  1995,  almost  eveiy  major 
cm-rency.  including  the  yen  and  the  GeiTnan  mark,  has  de- 
preciated by  at  least  15%  against  the  dollar.  After  the  latest 
round  of  devaluations,  every  region  except  for  the  U.  S.  will 
be  a  net  exporter. 

This  makes  the  global  economy  dangerously  dependent 
on  the  U.  S.  as  the  consumer  of  last  resort.  Tliat's  fine  as  long 
as  the  U.  S.  keeps  growing.  But  if  the  U.  S.  stumbles,  the 
world  could  end  up  with  all  sellers  and  no  buyers — and  on  a 
path  that  leads  to  a  devastating  defiation. 

By  Michael  J.  Mandel  in  New  Ibrk.  uith  Pete  Engardix)  in 
Hong  Kong,  Emily  Hiomton  in  Tokyo.  Christopher  Fan-ell  in 
New  York,  and  bureau  repoiis 
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THE  ECONOMY 


SIGN  OF  THE  TIMES: 
HELP  WANTED 

All  across  the  U.S.,  employers  are  strapped  for  workers 


In  central  Florida — home  to  Walt  Dis- 
ney Worid,  Universal  Studios  Flori- 
da, EPCOT  center,  and  hotel  rooms 
second  in  number  only  to  Las  Ve- 
gas— the  imemployment  rate  is  less  than 
3%.  No  one  is  more  aware  of  this  than 
Moira  Oliver,  director  of  human  re- 
souj'ces  for  the  Hyatt  Orlando.  She  has 
been  forced  to  look  as  far  away  as 
Poland,  Hungaiy,  and  Ukraine  for  men 
and  women  to  make  beds  and  do  laun- 
diy  for  $5.85  an  hour.  In  October,  she 
was  off  to  cooking  schools  in  Switzer- 
land and  France  to  persuade  students  to 
do  internships  in  Orlando  hotel  Idtchens. 

In  the  U.  S.,  Oliver  has  begun  to  troll 
for  workers  in  and  around  cities  such  as 
Brownsville,  Tex.,  where  unemployment 
is  11.6%.  There  she  sweetens  her  job  of- 
fers with  promises  of  discounted  rates 
on  U-Haul  rentals  to  defray  the  costs  of 
moving  to  Orlando. 

With  3,300  more  spots  to  be  filled  in 
the  area  over  the  next  six  months  as 
Disney  World  and  Universal  Studios 
open  new  attractions,  Oliver  admits 
she's  in  "desperate  straits.  And  it's  only 
going  to  get  worse." 

She's  fai-  fi-om  alone.  In  Detroit,  Seai-s. 
Roebuck  &  Co.  is  offering  charities  $100 
for  each  person  they  recommend  and 
Sear's  hires.  L.  L.  Bean,  the  catalog  re- 
tailer, says  it  is  building  a  new  call  cen- 
ter in  Water-ville,  Me.,  a  90-minute  drive 
north  from  its  home  base  in 
Portland,  because  of  Water- 
ville's  higher  unemployment 
rate.  In  Pleasanton,  Calif., 
computer-systems  integr-ator 
Vanstar  Corp.  has  61  re- 
croiiters  prowling  the  coun- 
try for  engineers. 

The  mar'kets  may  be  tee- 
tering, and  a  glut  of  manu- 
factur'ing  capacity  in  Asia 
may  be  dr-iving  pr'ices  of 
some  goods  into  a  deflation- 
ary spiral.  But  the  overall 
U.  S.  economy  r-emains  ro- 
bust, and  in  places  such  as 
Orlando,  Portland,  and 
Pleasanton,  employers  are 


more  concer-ned  about  the  local  unem- 
ployment r-ate  than  the  latest  gyr-ation  of 
the  Dow.  Says  Vanstar  ceo  William  Y. 
Tauscher"  "There's  not  only  an  existing 
shortage,  but  the  demand/supply  equation 
is  getting  worse  by  the  month." 

All  ar'ound  the  nation,  employers  ar-e 
finding  that  they  must  cough  up  more 
in  salaries  and  benefits  and  pay  mor'e 
for  recruiting  to  get  fresh  hir'es.  The 
shortage  was  fir'st  appar-ent  18  months 
ago,  in  infor-mation-technology  compa- 
nies. "Now,  it's  everywhere,"  says  Gail 
D.  Fosler,  chief  economist  for  the  Con- 
fer-ence  Boar-d. 

GROWTH  BRAKE?  The  Federal  Reserve 
Boar-d  has  kept  a  careful  eye  on  the  in- 
cr-easing  labor-mar"ket  tightness.  But  sn 
far;  because  of  continuing  efforts  to  downi- 
size  by  some  companies,  pr'oductivity 
gams  ii-om  teclmology,  and  mor-e  aggres- 
sive use  of  outsouT'ced  and  tempor'ary  la- 
bor, the  inflationary  impact  has  been  min- 
imal. Even  so,  economists  like  Fosler  say 
that  the  rising  price  tag  for  a  wor-ker  is 
ah'eady  eating  into  corporate  mar-gins. 

Thus  the  tight  labor  mar'ket  leaves 
employer-s  stuck  between  two  unpleas- 
ant alternatives.  If  they  pay  higher 
wages  and  r-ecrniting  costs — in  an  econ- 
omy that  doesn't  toler'ate  price  hikes — 
they  may  have  to  sacrifice  pr'ofits.  And  if 
they  choose  to  forgo  hiring,  they  most 
certainly  will  sacrifice  grov^th.  "So  far; 

America  at  Work 

UNEMPLOYMENT  RATES 

f  5%  AND  UP       4-4.9%       UNDER  4% 


DATA  BUREAU  OF  LABOR  STATISTICS 


many  would  r-ather-  slow  down  gr'o\'h 
and  keep  costs  under  control,"  Si  S 
Northwestern  Univer'sity  econom.1 
Michael  K.  Evans. 

For  those  with  an  or'der  backl^, 
ther-e  may  not  even  be  that  option.  TtiC 
Boeing  Co.  On  Oct.  22,  it  reporteca 
loss  of  $696  million  and  a  $1.6  billn 
pretax  char-ge,  which  d 
blamed  in  {lart  on  its  inal  i- 
ty  to  find  quahfied  woi-k( 
Even  after  hiring  so  > 
38,400  wor'kers,  Boeing  ci- 
tinues  to  hire  150  to  200  ti- 
ployees  each  week.  And  o 
satisfy  this  large  appeti?, 
Boeing  has  been  cherTvpit- 
ing  candidates  fr*om  someit 
its  best  parts  supplier-s.  1* 
technique  has  backfir-ed:  iirt- 
pliers  ar'e  noW'  falling  beh  d 
in  their  or-der-s  for  Boei^. 
"We  have  had  a  lot  ■)! 
turnover",  and  it's  becaie 
people  ar-e  going  to  Boeini" 
says  Bob  Findley,  pr'esidil>t 
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The  Hyatt 
Orlando  has 
been  forced 
to  look 
as  far  as 
Hungary, 
Poland,  and 
Ukraine  to 
find  hotel 
housekeeping 
staff 


EO  of  Pacifica  Engineering  Inc..  a 
1  fii-m  in  Mukilteo,  Wash.  Starting 
1  staff  of  only  32,  Findley  has  had 
e  30  people  since  the  stait  of  1996. 
ross  the  nation,  on  the  Gulf  of 
;o,  Marine  Service  Industries  Inc. 
3  feeling  the  pinch.  The  $100  mil- 
ihipbuilding  and  repair  company, 
I  in  Morgan  City,  La.,  has  been 
y  with  shortages  for  18  months  in 
skilled  and  unskilled  workers  be- 

of  a  surge  in  oil-and-gas  explo- 
i  and  deepwater  drilling.  With  350 
0  fill,  the  company  has  had  to  turn 

hundreds  of  millions  of  dollars' 
,  of  projects  because  it  lacks  the  la- 
)rce  to  complete  them, 
cause  competition  is  so  stiff  for 
5rs,  Marine  Service's  wages  have 
ased  about  30%  in  the  past  18 
ns,  with  the  average  wage  for  a 
T  now  at  about  $13  an  hour.  Even 
lied  workers,  says  Marine  Seivice 
Vlichael  Clute,  are  commanding  a 
ium.  "We  have  low-skilled  work- 
eing  paid  liigh-skilled  wages,"  he 


says.  "If  a  skilled  worker  comes  into 
the  shipyaixl,  is  cbng-fi-ee,  and  has  no  le- 
gal problems,  we  will  hire  him  on  the 
spot."  The  company  is  recnaiting  across 
the  countiy,  paying  candidates  $100  just 
to  come  for  inteniews.  It  has  also  liiked 
benefits  packages  and  reserved  a  block 
of  75  hotel  rooms  to  house  out-of-state 
workers. 

MORE  PERKS.  Then  there's  the  scramble 
for  hoUday  help.  Monitoring  a  tightening 
labor  market,  the  U.  S.  Postal  Service 
started  scouting  in  August  for  40,000- 
plus  temporary  workers  to  handle  the 
onslaught  of  hohday  mail.  Most  years, 
the  search  starts  in  October.  Even  with 
aggi-essive  advertising  and  recruitment 
efforts,  such  as  dedicated  phone  lines 
to  list  openings  and  letters  to  fomier 
workers  urging  them  to  return,  postal 
execs  still  fear  they  wUl  be  shorthanded. 
Kmart  Coip.  is  more  confident  it  will 
meet  its  holiday  staffing  needs.  Still,  it's 
taking  extra  steps,  such  as  stuffing  in- 
serts into  bills  to  Kmart  credit-card 
holders  advertising  part-time  seasonal 


A  HYATT  ORLANDO 
RECRUIT  FROM  POLAND 

jobs  and  adding  employ- 
ment advertising  to  the 
Internet  site  of  its  jumbo 
SuperKmart  stores. 

More  and  more,  em- 
ployers are  throwing  en- 
I  icements — besides  plain 
lid  cash — at  prospective 
workers.  Gates  Rubber 
Co.  stalled  paying  reloca- 
tion costs  for  some  new 
hires.  Texas  Instmments 
Inc.  is  doubhng  its  401(k)-plan  contribu- 
tion. And  Hyatt  says  a  "critical"  staffing 
shortage  for  hotel  jobs  has  prompted  it  to 
offer  benefits,  such  as  housing  and  ti-ans- 
portation  services,  in  resort  ai'eas.  The 
chain  also  uses  about  1(X)  foreign  workei-s 
imdei-  special  work  visas,  including  the  30 
Oliver  recniited  for  Orlando. 

Oliver  has  plenty  of  companions  when 
it  comes  to  contracting  for  labor  over- 
seas. The  cap  of  65,000  visas  for  skilled 
foreign  workers  was  reached  in  early 
September,  before  the  end  of  the  gov- 
ernment's fiscal  year,  which  hasn't  hap- 
pened in  recent  history.  The  number  of 
applications  last  year  rose  to  138,306, 
up  fi-om  116,502  applications  in  1995. 

It's  an  interesting  tum  of  events.  In 
large  part,  tliis  unprecedented  economic 
upturn  owes  its  life  to  companies  that 
learned  to  stay  lean  and  mean.  Now, 
those  same  companies  are  relearning 
something  else:  They  need  people  to 
keep  that  growth  machine  stoked. 

Bij  Gail  DeGeorge  in  Miami,  with 
bureau  reporis 
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UNIONS 


NOW  IT'S  YOUR  TURN, 
MR.  HOFFA 

Charges  about  campaign  financing  put  him  on  the  defensive 


Ever  since  a  court-appointed  official 
thi"ew  out  last  yeai-'s  Teamsters  elec- 
tion because  of  campaign  abuses  by 
President  Ronald  Carey's  camp,  Carey 
has  chai-ged  that  his  rival's  backer-s  cheat- 
ed, too.  Now,  Cai'ey  backei's  are  offeiing 
detailed  allegations,  including  chai'ges  that 
union  officials  funneled  kickbacks  to 
James  P.  Hoffa's  campaign  from  compa- 
nies that  do  business  with  their  locals. 

Simultaneously,  soui'ces  close  to  a  Jus- 
tice Dept.  investigation  of  the  Laborers 
International  union  say  the  probe  has 
been  told  tliat  a  top  Laborers  official 
with  alleged  mob  ties  may  have  raised 
money  for  Hoffa,  too.  The  charges  likely 
will  trigger  an  inciuhy  into  Hoffa's  fund- 
raising,  says  a  source  close  to  the  U.  S. 
Attorney's  Teamsters  probe. 
VACUUM.  If  true,  the  charges  would  also 
throw  the  already-troubled  Teamsters 
into  deeper  turmoil.  Hoffa  allies  deny 
any  wi'ongdoing  and  say  the  charges  are 
designed  to  help  Carey  in  a  new  elec- 
tion. But  couil-appointed  officials  ah-eady 
are  trying  to  decide  whether  to  bar 
Carey  from  nmnijig  in  the  rematch  they 
ordered  for  next  March.  If  Hoffa's  team 
cheated,  too,  the  officials  may  ban  them 
both.  That  would  leave  a  power  vacuum 
in  the  afl-cio's  largest  union.  "Neither 
side  has  anyone  well-known  who  could 


step  in,"  says  University  of  Michigan  la- 
bor professor  Mike  Belzer. 

For  Hoffa,  the  allegations  raise  omi- 
nous echoes  of  the  Teamster's  past.  Cai'ey 
forces  say  Hoffa,  like  his  father,  may  have 
ties  to  organized  crane.  One  link  is  John 
A.  Matassa  Jr,  president  of  Laborer's'  Lo- 
cal 2  in  Chicago,  say  Cai'ey  supporters 
and  som'ces  close  to  the  Justice  probe  of 

DID  HOFFA  BACKERS  BREAK 

THE  RULES,  TOO? 

Suppotiers  of  Teamsters  President 
Ron  Carey  allege  that 
James  P.  Hoffa  received  money 
from  illegal  sources 

MOB  MONEY  Sources  say  John 
Matassa,  a  labor  official  with 
alleged  mob  links,  told  associates 
he  raised  money  for  Hoffa. 

EMPLOYER  MONEY  Agents  for 
American  Income  Life  lnsu''ance 
allegedly  donated  money  to  Hoffa's 
campaign.  The  agents  sell  insur- 
ance to  union  members  with  the 
assistance  of  Teamsters  leaders 
who  back  Hoffa. 
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ON  THE  STUMP:  For  Hoffa, 
the  allegations  raise  ominoi  \ 
echoes  of  the  Teamsters  past 

that  union.  In  October,  Matan 
was  named  as  a  mob  associt? 
by  the  Chicago  Ci-ime  Comm- 
sion.  Federal  prosecutors  aj 
weighing  whether  his  Distrl- 
Council  should  be  plaC; 
in  trusteeship.  The  soui-t 
say  Matassa  bragged  about  ra- 
ing  money  for  Hoffa.  Matasj 
couldn't  be  reached,  and  h 
lawyer  declined  comment.  Hoi 
spokesman  Rich  Leebove  sas 
the  Hoffa  campaign  "has  no  in- 
cation  that  Matassa  did  anythi 
like  that." 

Carey's    camp    has  alo 
brought  allegations  of  kickbacs 
to  the  attention  of  New  Yo< 
prosecutors  handUng  the  Car? 
investigation.  In  an  Oct.  28  letter,  Di 
Stefanski,  the  head  of  Teamsters  Loi' 
726  in  Chicago  and  a  Carey  support  - 
said  he  could  provide  testimony  frc 
employees  who  claim  their  company  p.:; 
kickbacks.  The  allegations  involve  bi- 
kers for  American  Income  Life  Insi- 
ance  Co.,  a  Waco  (Tex.)  company  tl 
caters  to  union  members.  Insui'ance  b 
kers  tyi)ically  ask  local  union  presidei 
to  send  members  direct-mail  offers  a 
endorse  their  fii'ms  as  union-frienc 
The  brokers  then  follow  up  with  sa 
calls.  According  to  Stefanski  and  Cai 
associates.  Teamsters  leaders  in  seve 
cities,  including  Detroit,  Seattle,  Los  A 
geles,  and  Edison,  N.J.,  asked  ail  b: 
kers  to  donate  to  Hoffa's  1996  campai 
as  a  payback  for  access  to  members. 

The  Carey  camp  has  singled  out  L 
ry  Brennan,  head  of  Teamsters  Jo 
Council  43  in  Michigan,  as  one  alleg 
participant  in  such  schemes.  In  19! 
Brennan  hired  Hoffa,  then  an  outsiP 
labor  lawyer,  as  an  administrative  y 
sistant,  making  him  eligible  to  inn  .r 
the  union's  top  post.  Brennan  allegecy 
steered  money  to  Hoffa's  campaign  frm 
Stan  Zydner,  an  AIL  broker  in  Detro. 
Leebove  says  Brennan  and  Hoffa  "kn'X' 
nothing  about  Ron  Carey's  bizarre  al!^ 
gations."  Zydner  could  not  be  reachei 
Prosecutors  recently  questioned  /L 
President  Bernard  Rapoport  about  i.- 
legations  that  Carey  aides  had  asktl 
his  fli'm  for  donations.  Rapoport  denf 
the  charge  and  says  he  doesn't  know! 
his  brokers  helped  Hoffa. 

No  one  claims  Hoffa  himself  ws 
aware  of  any  alleged  illegality.  But  af  r 
months  as  the  righteous  accuser,  Hoa 
may  now  join  Carey  on  the  hot  seat. 
By  Aaro^i  Bernstein  iri  Washingln 
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«KETING 


IRRY, 

RONG  NUMBERS 


elemarketers'  income  falls,  investors  hang  up 


you've  ever  wished  a  dire  fate  on 
ose  telemarketers  who  interrupt 
ui'  dinners  and  weekends  with  calls 
dng  everything  from  credit  cai'ds  to 
-share  condominiums,  you  may  see 
wish  come  true.  After  years  of 
I  growth  and  healthy  earnings,  the 
;st  companies  in  the  $90  billion  tele- 
ceting  industry  are  running  into 
y  static. 

st  ask  APAC  TeleServices  Inc.  On 
20,  the  Deerfield  (111.)  telemarketer, 
3f  the  nation's  largest,  reported  a 
drop  in  third-quarter  net  income, 
million,  on  a  historically  puny  5.9% 
gain.  APAC  says  the  rest  of  the 
looks  gloomy,  too.  Ditto  for  amr 
.  On  Oct.  15,  the  parent  of  Ameri- 
Airlines  said  operating  income 
le  unit  that  includes  its  telemar- 
g  operations  was  down  32%,  to  $13 
)n,  from  a  year  earlier,  atc  Com- 
cations  Group  Inc.  in  Dallas  lost 
milhon  in  its  most  recent  quarter, 
1  from  net  income  of  $2.8  million  a 
earlier.  Indeed,  in  recent  weeks 
:  than  half  a  dozen  telemarketers 
announced  actu- 
•  expected  profit 
)pointments. 
hat's  hanging  up 
.elemarketers?  To 
1  with,  there's  a 
lem  with  the  in- 
y's  biggest  client, 
,  Industi-y  sources 
late  that  until  this 
it  was  spending 
)  $1  biUion  a  year 
slemarketing  ser- 
.  But  as  part  of  a 
jutting  drive,  AT&T 
lUng  back  its  telemarketing.  Need- 
&  Co.  analyst  Kenneth  J.  Winston 
lates  that  at&t  has  slashed  spend- 
dth  one  company,  apac,  by  50%. 
/VDED  FIELD.  The  AT&T  business 
come  back.  And  telemarketing  ap- 
s  to  be  as  effective  as  ever:  In 
,  the  latest  year  for  which  figures 
ivailable,  81  million  Americans  pur- 
3d  goods  or  services  through  tele- 
feting,  up  16%  from  the  number 
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in  1992,  according 
to  the  American 
Telemarketing 
Assn.    But  the 
industry  still 
faces  a  longer- 
term  problem: 
Too  many  com- 
panies  have 
rushed  into  the 
business,  sparking 
a  price  war  to  keep 
those  phone  banks  busy. 

As  a  result,  telemar- 
keters' earnings  ai"e  suffering, 
and  investors  are  hammering 
thefr  once  high-flying  stocks.  An  in- 
dex of  14  publicly  traded  fii-ms  assem- 
bled by  Smith  Barney  Inc.  is  down  by 
more  than  40%  this  year.  Says  Eric 
Efron,  co-manager  of  the  $814.4  million 
Aggressive  Growth  Fund  at  usaa  In- 
vestment Management,  which  recently 
dumped  about  a  dozen  such  issues: 
"Right  now,  telemarketing  stocks  are 
relatively  stinky." 

Just  two  years  ago,  telemarketing 
stocks  were  hot  new 
issues.  Corpoi'ate 
America  had  an  insa- 
tiable demand  for  peo- 
ple to  handle  telephone 
sales  and  customer-ser- 
vice calls.  Many  tele- 
marketers diversified 
into  so-called  teleser- 
vices,  offering  every- 
thing from  answering 
toll-free  customer-ser- 
vice lines  to  providing 
Internet  services. 
But  that  was  before 
AT&T's  troubles  surfaced.  At  companies 
such  as  ATC  and  Miami's  Precision  Re- 
sponse Corp.,  AT&T  was  accounting  for 
more  than  40%  of  revenues,  says  Need- 
ham's  Winston. 

When  AT&T  cut  back,  so  did  rival  tele- 
com companies,  leading  to  lower  vol- 
ume for  many  telemarketers.  The  Unit- 
ed Parcel  Sei-vice  Inc.  strike  also  took  a 
bite  out  of  business  for  companies  han- 
dling its  customer-sei'vice  calls:  At  apac. 
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UPS  and  at&t  accounted  for  36%  of 
third-quarter  revenues,  compared  with 
55%'  of  its  1996  revenues. 

Meanwhile,  the  American  Telemar- 
keting Assn.  estimates  there  are  2,500 
telemarketing  companies  today,  triple 
the  number  a  decade  ago.  "We  simply 
are  experiencing  greater  numbers  of 

competitors  Pricing  has  become  an 

increasingly  sensitive  issue,"  says 
Stephen  M.  Webb,  managing  director 
of  marketing  for  TeleSei-vice  Resoui"ces, 
the  AMR  unit.  The  result:  "It's  definitely 
a  buyer's  market  right  now,"  says  the 
senior  vice-president  for  marketing  at  a 
large  financial-services  firm. 

Many  telemarketers  are  facing  gr"im 
choices  as  they  tiy  to  get  back  on  track. 
Precision  Resources  says  plans  for  a 
1,600-workstation  call  center  are  now 
on  hold  indefinitely.  TeleService  Re- 
sources says  it  has  called  off  plans  to 
open  three  new  centers  this  year 

wSuch  moves  could  help  telemarket- 
ing finns  reverse  their-  slide.  But  it  may 
take  a  while  for  them  to  regain  credi- 
bility on  the  Street.  Says  investor 
Efron:  "Right  now,  this  is  a  classic  'show 
me'  gi'oup."  Until  they  do,  Efron  and  his 
fellow  investors  aren't  likely  to  hsten 
long  to  the  pitches  of  telemarketers. 

By  Stephanie  Anderson  Forest  in 
Dallas 


Phone  selling  is  effective:  About  81  million  Americans 
bought  goods  or  services  from  telemarketers  in  1995 
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In  Business  This  Week 
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MOOSE  DAMAGE 
AT  MERCEDES 


MERCEDES-BENZ,  RENOWNED 

for  its  rigorous  safety  stan- 
dards, has  been  tripped  up  by 
an  obscure  safety  test  called 
the  "moose  avoidance  maneu- 
ver." An  independent  test  on 
Oct.  21  by  Swedish  motoring 
journalists,  quickly  flashed 
around  the  world,  show  that 
the  new  A-class  model,  a 
Mercedes  the  size  of  a  Volk- 
swagen Golf  that  went  on 
sale  in  Em-ope  in  September, 
can  roll  over  when  a  driver 
swerves  violently.  Mercedes 
announced  on  Oct.  29  that  it 
will  change  the  tires  on  some 
cars  and  add  new  electronic 
controls  that  should  offset  the 
design  problem.  The  changes 
could  cost  $100  niillion  a  year 
and  wipe  out  a  chunk  of  Mer- 


CLOSING  BELL 


TARNISHED 

Remember  when  gold  was  a 
refuge?  No  more.  Amid  the 
gyrations  of  world  equity 
markets,  investors  have 
shunned  the  yellow  metal. 
They  did  drive  the  price  down 
on  Oct.  24,  when  the  Swiss 
National  Bank  announced  it 
might  sell  some  reserves,  in 
part  to  fund  payments  to 
Holocaust  victims.  But  when 
markets  fell  on  Oct.  27,  gold 
barely  moved.  "Gold  is  not  a 
glittering  long-term  play," 
says  Fred  Demler,  mineral 
economist  at  ed«,f  Man,  who 
sees  it  rising  no  higher  than 
$325  an  ounce  anytime  soon. 
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cedes'  expected  profit  on  the 
ear.  But  that's  small  change 
compared  with  the  $1.5  bil- 
lion Mercedes  has  invested  in 
the  A-class.  The  car  is  the 
core  of  a  strategy  to  steer 
Mercedes  into  the  heart  of 
the  car  market. 


APPLE  BOBS 
ABOVE  THE  CHAOS 

FOR  A  COMPANY  THAT  HASN'T 

had  a  break  in  years,  Apple 
Computer  sailed  tlirough  Wall 
Street's  Oct.  27  near-panic. 
Even  as  the  Dow  fell  7%, 
Apple  rose  Vv.,  to  16'/<,  making 
it  the  only  winner  in  the  s&p 
500  that  day.  The  reason:  An- 
alysts were  expecting  inteiim 
CEO  Steve  Jobs  to  announce 
that  he  would  stay  perma- 
nently after  returning  from 
a  Hawaiian  vacation.  After 
the  market  closed,  however, 
the  Apple  co-founder  said  he 
would  not  keep  the  job  and 
promised  to  hire  an  outsiile 
CEO  by  yearend.  As  the  mar- 
ket rebounded  on  Oct.  28, 
Apple  shares  rose  VA  to  18'/. 
"A  tide  like  that  lifts  all 
boats,  even  the  creakiest," 
says  J.  P.  Morgan  Securities 
analyst  Daniel  Kunstler 


OXFORD  CATCHES 
A  CHILL  

OCT.  27  WAS  A  BLEAK  DAY  FOR 

almost  all  public  companies. 
But  Oxford  Health  Plans  real- 
ly took  a  beating,  its  stock 
dropping  62%,  to  $25.75.  The 
company  announced  that,  be- 
cause of  problems  with  a  new 
billing  system,  it  would  re]Jort 
its  first  quarterly  loss  ever 
and  its  1998  results  would  be 
lower  than  expected.  Chair- 
man Stephen  Wiggins  didn't 
have  quite  as  bad  a  day.  In 
Mai'ch,  he  owned  2.9  million 
Oxford  shares  and  options,  but 
last  sluruner,  wliile  Oxford  was 
trading  iU'ourid  $75,  he  sold  or 
donated  :«5,000  shares.  Other 
shareholdei"s  weren't  so  fortu- 
nate, and  two  groups  have  al- 
ready sued  Oxford. 


KEADLINER:  ROBERT  PALMERi 


CASHING  IN  DEC  S  CHIPS 


ROBERT  PALMER  IS  CLEARing 

the  DEC.  Digital  Equip- 
ment's chaiiTnan,  president, 
and  CEO,  who  in  1992 
staked  dec's  future 
on  the  Alpha  com- 
puter chip,  an- 
nounced on  Oct. 
27  that  he's  sell- 
ing Digital's 
cliipmaking  busi- 
ness to  Intel  for 
$700  million,  partly 
to  settle  a  high-stakes 
patent-infringement  suit. 

Digital's  gain  could  top 
$1.5  bilHon,  including  dis- 
counts on  the  Pentium 
chips  DEC  buys  fi'om  Intel 
and  royalties  from  Intel 
for  using  Alpha  technology. 
But  the  deal's  real  value 
to  Digital  lies  in  its  sale 
of  a  chip  plant  that  was 
costing  more  than  $200 


million  a  year  to  upgi-ade. 

Without  a  lawsuit  threat 
hanging  over  Intel,  a  deal 
was  "very  unlikely," 

Palmer  says.  But  in 
June,  soon  after 
DEC  sued  Intel 
for  patent  in- 
fringement, he 
and  Intel  Presi- 
dent Craig  Bar- 
rett met  in  Chi- 
cago to  discuss  a 
deal.  Talks  continued, 
and  the  two  outhned  the  ^ 
deal  in  August  in  Dallas. 

Analysts  say  shedding 
chipmaking  makes  dec  a 
more  attractive  merger 
candidate.  But  Palmer  saysi 
he's  not  interested.  "We're 
intent  on  managing  our 
business  as  an  independent- 
operation,"  he  says. 

Btj  Paul  Judgt^ 


CAROUSEL  OF  CEOs 
ATDUPONT  

IN  A  STIRPRLSE  MOVE,  DUPONT 

annoimced  Oct.  29  that  Edgai' 
Woolard  Jr.,  63,  is  handing 
the  chairmanship  to  ceo  John 
Krol  less  than  two  years  af- 
ter Krol  succeeded  him  as 
CEO.  The  61-year-old  Kj-o1,  in 
turn,  will  relinquish  the  CEO 
post  to  Executive  Vice-Presi- 
dent Charles  Holliday  Jr.  Hol- 
liday,  49,  who  has  been  nm- 
ning  DuPont's  business  in 
Asia,  will  take  over  in  Feb- 
ruary, 1998,  with  Krol  re- 
maining as  chairman  until 
Dec.  31,  1998.  The  company 
said  Ki'ol's  decision  was  based 
on  a  desire  to  spend  more 
time  with  his  family. 

WANNA  BUY  A  USED 
ROLLS-ROYCE? 

S(JON  THERE  WILL  BE  .lUST  THE 

silver  shadow  of  Rolls-Royce 
Motor  Cars  at  Vickers.  On 


Oct.  27,  Vickers  said  it  war* 
ed  to  sell  the  fabled  caiinak 
so  it  can  focus  on  its  core  c 
fense  and  engineering  bus 
nesses.  Some  experts  que 
tion  why  Vickers  ke 
RoUs-Royce  foi-  so  long,  giv 
its  high  costs.  Says  Dam 
Jones,  professor  of  manag 
ment  at  Cardiff  Busine 
School:  "This  is  an  inevitab 
sad  ending  to  a  saga  play^ 
out  over  the  last  five  or  s 
years."  Analysts  expect  Rol 
Royce  to  fetch  about  $6, 
million,  perhaps  from  BMW.r 

ETCETERA...  \ 

 k 

■  Intel  is  cutting  prices  on  ij 
microprocessors  betwe(| 
13%  and  40%,  as  of  Nov.  Vi 

■  Fleet  Financial  is  buyiil 
Advanta's  $11  billion  cred| 
cai-d  portfolio.  I' 

■  PhyCor  is  buying  Me- 
Partners  for  $8  billion  ^ 
stock  and  assumed  debt,  i 

■  No  blockbuster  quartc 
Viacom  profits  fell  83%  ami 
problems  at  its  video  chaii 


I 
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Before  you  invest, 
measure  our  success. 


Vhen  choosing  investments  to  fund  a  company's 
jment  plan,  make  sure  the  choices  measure  up. 
ys  to  look  beyond  big  name  funds  to  the  retirement 
unts  of  The  Principal?  And  for  good  reason. 
?ased  on  overall  performance  for  the  last  three 
s.  our  retirement  accounts  outperformed  mutual 
s  with  the  most  401(k)  and  defined  contribution 
assets  in  eight  major  categories.*  This  is  the 
It  of  disciplined,  long-term  strategies  and  some 
le  lowest  expenses  in  the  industry, 
ifou  get  fully  integrated  retirement 
services,  plus  a  satisfaction  guarantee 
his  from  a  company  committed  to 
Jing  customers'  needs  for  118  years. 


the: 


The  Principal  outperforms 
big  name  money  managers 


'Average  annual  return  after  investment  expenses  1994-1996 

3-Year 

3-Year 

Categorv 

Mutual  Fund 

Net  Return" 

Princioal  Retirement  Account 

Net  Return 

Growth 

Fidelity  Magellan 

14  48% 

Medium  Company  Blend 

18  69% 

Growth  &  Income 

Vanguard  Windsor 

17  98 

U  S,  Stock 

1833 

Equity-Income 

Fidelity  Equity-Income 

16  94 

Medium  Company  Value 

18,26 

Small  Company 

Janus  Venture 

1293 

Small  Company  Blend 

1633 

Foreign  Stock 

Templetcn  Foreign 

9,60 

International  Slock 

11,59 

Corporate  Bond 

Fidelity  Intermed  Bond 

464 

Bond  &  Mortgage 

6.43 

Gov  !  Mortgage 

Fidelity  Ginnie  Mae 

622 

Government  Securities 

5.38 

Balanced 

Fidelity  Puritan 

12  49 

Stock  Emptiasis  Balanced 

12,39 

AVERAGE 

11.91% 

13.43% 

No  wonder  more  employers  choose  us  to  administer 
their  401(k)  plans  than  any  mutual  fund,  bank  or 
insurance  company.** 

To  learn  more  about  what  can  make 
your  retirement  plans  work  best,  give  us 
a  call  at  1-800-255-6613.  Or  contact  us  at 
www.principal.com  on  the  Internet. 


Financial 
Group 


401(k)  and  Pension  •  HMO/PPO  •  Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 


©1997  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392,  'Pensions  &  Investments,  February  7, 1994,  "Mutual  Funds  With  The  Most  Defined  Contnbution  Assets," 
FO  magazine,  ApnI/May  1997,  Senior  Financial  Executive  Ranking,   The  Pnncipal  retirement  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans. 
Products  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Health  care  products  not  available  in  all  states. 
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WHAT  THE  REPUBLICANS  LEARNED 
FROM  DONORGATE:  NEW  TRICKS 


All  year  long.  Republicans  have  been  bashing  President 
Clinton  for  cu'ciimventing — if  not  boldly  violating — federal 
campaign-finance  laws  duiing  the  '96  election.  Yet  even  as 
the  Thompson  Committee  in  the  Senate  and  the  Burton 
Committee  in  the  House  prohe  the  mysterious  donations  and 
creative  accounting  of  the  Democrats'  Donorgate  mess,  Re- 
publicans are  refining  some  of  those  very  same  ploys  as  they 
pump  big  bucks  into  three  hotly  contested  Nov.  4  elections. 

The  party  is  banking  that 
its  money  edge  will  help  win  a 
congi'essional  election  in  Staten 
Island  and  gubeniatorial  show- 
downs in  Virginia  and  New 
Jersey,  where  Governor 
Christie  Whitman  is  fighting 
for  her  political  life.  And  Re- 
publicans think  a  big-bucks 
blitz  will  be  crucial  in  '98, 
when  the  House  will  be  up  for 
grabs.  Control  will  likely  be 
decided  by  40  close  contests. 
Democrats,  mired  in  debt  be- 
cause of  the  fund-raising  scan- 
dal, will  be  hard  put  to  match 
the  Republican  cash  machine. 

The  OOP's  big  push  has  cam- 
paign-finance reformers  wor- 
ried that  '97  will  signal  anoth- 
er low-water  mark,  as  national 
parties  inject  huge  amounts  of 
unregulated  and  hard-to-trace 
campaign  cash  into  congres- 
sional and  state  races,  much 
as  they  did  during  last  year's 
Presidential  contest.  Democra- 
tic National  Committee  Chairman  Steven  Grossman,  how- 
ever, vows  that  his  party  won't  try  to  copy  the  Republi- 
cans, accusing  them  of  "the  gi'ossest  form  of  hypocrisy." 
"FLOODGATES."  Indeed,  election-law  experts  say  gop  tactics  vi- 
olate the  spiiit  ,  and  perhaps  the  letter,  of  the  law.  "Basically, 
the  floodgates  have  opened  even  fiuther,  and  money  is  flooding 
the  political  system,"  laments  Chai'les  Lewis  of  the  nonpartisan 
Center  for  Public  Integrity.  "The  Republicans  ai'e  exploiting  the 
gi-ay  areas  of  our  very  broken  campaign-finance  system." 
Moreover,  critics  say,  the  gop  can  cross  the  line  with  impunity, 
since  the  Federal  Election  Commission  or  Justice  Dept.  won't 
act  untU  after  Nov.  4.  "At  worst,  they  know  theii-  vnists  wiU  be 
slapped  in  a  gentle  way  after  the  fact,"  says  Grossman. 

Republicans  deny  any  wi-ongdoing,  saying  they're  merely 
using  legal  means  to  gain  an  advantage.  "We  will  support  oiu* 
candidates  in  every  way  we  can  within  the  par-ameter-s  of  the 
law,"  says  Republican  National  CJornmittee  spokesman  Clifforxl 
May.  "That's  why  we  have  high-priced  lawyers." 

\Vhat  is  the  gop  doing?  In  the  uiiexpectedly  tight  i-ace  to 
replace  Staten  Island  (N.Y.)  Republican  Susan  Molinari,  who 
quit  the  House  to  become  a  television  anchor,  the  party  is 


GOP  ads  warning  of  tax  hikes  from 
the  Dems  dovetail  nicely  with 
Whitman's  tax-cutting  theme 


blanketing  the  au-waves  with  $750,000  worth  of  "issue  ad 
cacy"  ads  that  blast  Democr'at  Eric  Vitahano  for  support 
tax  hikes.  Democr-ats  say  the  ads  ar-e  campaign  plugs  for  1 
publican  Vito  Fossella  financed  primarily  with  unlimited  "s 
money" — donations  by  wealthy  individuals  and  corporatii 
that  ar-en't  covered  by  federal  contribution  caps  because 
dough  goes  dir-ectly  to  the  parties,  ostensibly  for  party-bu 
ing  activities.  "It's  a  blatant  violation  of  the  law,"  prote 

New  York  Democratic  Pa 
Chair  Judith  Hope.  "If  tl 
can  get  away  with  this,  th 
•Are  no  r"ules  left."  Republic; 
insist  that  the  ads  are  legal 
cause  they  don't  specifically 
voters   to   choose  Fosse 
That's  the  sort  of  response 
Democrats  have  made  to 
charges  that  the  Democr; 
National  Committee's  pro-C 
ton  ads  in  '96  wer-e  illegal, 

In  the  tight  New  Jers 
r-ace,  the  rnc  has  sp 
$750,000  on  a  similar  TV 
sault  warning  voters  tha 
Democratic  governor  wo 
r-aise  taxes.  That  doveti 
nicely  with  Wliitman's  tax-c 
ting  theme.  Democrats  say 
media  blitz  has  been  cooi 
nated  with  the  Whitman  ci 
paign  to  skirl  the  sta' 
spending  Umits.  But  state 
ulators  decided  on  Oct.  21  t| 
the  ads — 60%  financed  by 
money — were  legally  finan^ 
Republicans  are  test-mai-keting  another  loophole  in  Virj 
Democr'ats  there  accuse  them  of  ftmneling  more  than  $1 
Uon  from  national  committee  funds  to  the  state  party  and, 
candidate  for  gover-nor*,  Jim  Gilmor-e.  Since  national  com: 
tees  ar-e  not  r-equir-ed  to  tell  Virginia  officials  the  origir 
their-  fimds.  Democrats  say  the  CiOP  may  be  hiding  big  cash 
fusions  fr-om  contr-oversial  sour-ces,  such  as  corporate  i 
luter-s  and  Big  Tobacco.  That's  exactly  what  the  Republic; 
say  the  Clinton  campaign  did  in  1996  to  obscm-e  contributi| 
from  leftist  gr-oups  and  for-eigners.  Republicans  say  the  D^ 
are  making  baseless  charges  because  their  candidate,  L: 
tenant  Gover-nor-  Don  Beyer-,  is  trailing  Gilmore. 

Campaign-finance  refor-mers  think  gop  behavior  this  fall 
plains  why  Republicans  ar-e  so  resistant  to  over-hauhng  u 
system.  "When  you  see  these  kinds  of  scams,  it  shows  whai; 
going  to  happen  if  you  don't  pass  ftmdamental  r-eform,"  s; 
Common  Cause  Pr-esiflent  Ann  McBride.  But  with  polls  sh( 
ing  almost  total  public  apathy  about  the  issue,  Repubhc 
have  few  fears  about  dodging  the  law  and  blocking  refo: 
Losing  control  of  Congr-ess  is  a  much  bigger  worry. 

By  Richard  S.  Dunh 
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ED  BY  JOHN  TEMPLEMAN 


IE  MAN  TO  CHALLENGE  KOHL 
IF  HIS  PARH  LETS  HIM 


^rmany's  Gerhard  Schroeder  would  love  to  emulate 
Britain's  Tony  Blair  and  consign  the  long-running  center- 
ight  government  of  Chancellor  Helmut  Kohl  to  the  his- 
books.  In  mid-October,  the  Socialist  Prime  Minister  of 
!r  Saxony  even  visited  London  to  pick  Blair's  brains 
ection-winning  strategies. 

Kohl's  potential  challengei-s,  Schroeder  is  by  far  the  best- 
i  candidate  to  force  a  change  of  government  after  Ger- 
's  Bundestag  elections  in  11  months.  He  leads  Kohl  by 
rcentage  points  in  opinion  polls.  He  even 
30%  approval  ratings  from  voters  in  Kohl's 
tian  Democratic  Union  (CDU)  party, 
rmany  needs  a  jolt  if  it  is  to  break  out  of 
irrent  political  giidlock.  The  opposition 
1  Democratic  Party  (spd)  has  used  its 

majority  in  the  Bundesrat,  or  uppei' 
!,  to  torpedo  Kohl's  key  reform  legisla- 
Kohl's  plans  to  slash  business  and  pei"sonal 

and  fix  the  countiy's  tottering  welfare 
,  all  bit  the  dust  this  year  as  unemploy- 
reached  a  postwar  record  of  11.7%. 
e  SPD  has  little  chance  of  winning  without 
)eder  as  candidate.  But  he  doesn't  lead 
arty — leftist  Oskai-  Lafontaine,  Prime  Min- 
of  the  Saarland,  does — so  he  may  never 
he  nomination.  Schroeder  wants  to  mod- 

e  Germany's  economy  and  government  SCHROEDER:  Centrist 

)romote  technological  innovation.  But  as   

s  his  progi'am  wins  plaudits  from  business  and  moderate 
unions,  it  turns  off  the  party  faithful.  "I  see  a  growing 
letween  Schroeder's  economic  positions  and  what  tradi- 
1  SPD  supporters  want,"  says  Stefanie  Wahl,  senior  re- 
lier  at  Bonn's  Institute  for  Economic  &  Social  Research, 
iroeder  isn't  pushing  hard-core  capitalism.  He  wants,  for 
ice,  to  cut  unemployment  by  offering  employers  wage 
lies  for  workers  they  hu-e  from  the  jobless  Unes.  And  he 
s  the  SPD  should  acknowledge  that  Germany  needs  low- 


wage  jobs  in  its  underdeveloped  service  sector  But  to  Ger- 
many's die-hard  leftists,  that's  strong  medicine. 

Activists  may  well  reject  Schi'oeder's  ideas  at  a  key  spd 
meeting  in  Hanover  starting  on  Dec.  2  to  discuss  the  party's 
platform  and  strategy.  Most  would  pi-efer  the  spd  to  stick 
with  traditional  leftist  policies  such  as  income  redistribution. 
MEDIA  PROBLEM?  By  next  fall,  Germany's  problems  could 
look  a  lot  less  serious.  Kohl  brags  that  in  1998  the  economy 
will  soar,  with  3%  or  more  real  gi'owth.  Germany's  six  main 
economic  institutes  forecast  a  more  modest 
jimip,  to  2.8%  after  2.4%  this  year;  but  a  grow- 
ing number  of  private  economists  are  at  least 
as  upbeat  as  Kohl.  Meantime,  Kohl  has  im- 
posed order  on  his  fractious  coalition  and,  since 
the  summer,  started  gaining  in  the  polls. 

Even  if  the  economy  doesn't  help  Kohl  much, 
Schroeder  could  have  problems  if  he  gets  his 
party's  nod.  In  a  long  campaign,  closer  media 
scnitiny  could  dent  his  appeal.  He  doesn't,  for 
example,  support  any  overall  cut  in  Gennany's 
taxes.  He  also  rejects  a  Blair-style  corporate 
tax  cut,  though  he  wants  to  shave  payi'oll  tax- 
es. From  a  business  standpoint,  Schroeder's 
main  drawback  is  that  no  matter  what  he  pro- 
poses, he  may  not  be  able  to  deliver  "We  tnist 
him  personally,"  says  a  chemical  executive  who 
knows  Schroeder  "But  we  don't  think  he'll  be 
able  to  control  the  party  if  he  gets  elected." 
After  15  years  in  office.  Kohl  could  be  vulnerable  to  a 
throw-the-bums-out  mood  among  voters.  But  the  spd  is  still 
apparently  more  interested  in  ideological  purity  than  in  win- 
ning elections.  It  hasn't  reformed  itself  in  the  way  that  Blair 
revamped  the  Labour  Party.  Nor  does  it  apparently  feel  at 
ease  with  candidates  who  have  widespread  voter  appeal. 
Rather  than  making  history,  Schroeder  is  shaping  up  to  be 
just  a  footnote  in  it. 

By  Thane  Peterson  in  Frankfiai, 


GLOBAL  WRAPUP 


:CH  CRISIS  DEEPENS 

he  Czech  Republic's  simmering 
tical  crisis  worsened  on  Oct.  24 
;n  Foreign  Minister  Josef  Ziele- 
;  resigned,  the  fifth  senior  minister 
|uit  in  as  many  months.  Prime 
lister  Vaclav  Klaus's  right-wing 
lition  now  looks  distinctly  rickety, 
<ed  by  insider  trading  scandals  on 
stock  market  and  delays  in  the 
k  privatization  program, 
'resident  Vaclav  Havel  says  Klaus's 
emment  "lacks  energy  and  the  will 
ict."  Analysts  interpret  his  criticism 


as  a  clear  signal  that  he  may  call  new 
parUamentaiy  elections  or  ask  Klaus's 
disaffected  Christian  Democratic  allies 
to  form  a  new  government.  Havel  may 
delay  action  until  January,  when  he  is 
expected  to  be  reelected  president. 

U.S.  MULLS  RUSSIAN  SANCTIONS 

►Washington  faces  a  dilemma  in  deal- 
ing with  Russia's  grovdng  ties  with 
Iran.  Russia's  Gazprom  is  a  partner 
there  in  a  $2  bilHon  gas  deal  that 
could  expose  it  to  sanctions.  Now 
Russia  confirms  the  sale  of  products 
that  could  help  Tehran's  ballistic-mis- 


sile program.  Lawmakers  want  to  act 
fast  to  impose  sanctions  on  Russian 
companies  if  there  is  "credible  evi- 
dence" they  are  involved  in  weapons- 
related  sales. 

The  White  House  calls  the  measure 
unnecessary.  But  it  is  stiU  split  inter- 
nally. Some  insiders  fear  Iran's  gi'ow- 
ing  miUtary  capabihties  and  want  Rus- 
sia to  crack  down  on  domestic 
exporters.  Others  worry  that  a  hard 
Une  on  sanctions  could  jeopardize 
broader  relations  with  Moscow  on  is- 
sues such  as  economic  reform  and 
Caspian  Sea  oil. 
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Developments  to  Watch 


EDITED  BY  NEIL  GROSS 


DICK  TRACY 
WOULD  LOVE 
THESE  GOGGLES 

CRIME    INVESTKiATOKS  MAY 

soon  get  a  nifty  new  toy.  Sci- 
entists at  Sandia  National 
Laboratories  in  New  Mexico 
have  modified  video-game 


goggles  so  that  they  cause 
organic  matter  at  a  crime 
site — strands  of  hair,  oily 
fingeii)rints,  or  minute  traces 
of  blood  or  semen — to  blink. 


Sandia  hopes  to  create  a 
prototype  for  the  Albu- 
querque Police  Dept.  to  test 
by  next  fall. 

For  years,  crime  fighters 
have  used  arc  lamps  to  ex- 
cite molecules  in  fingerprints 
and  other  evidence,  causing 
them  to  release  faint  light 
that  can  be  viewed  with  spe- 
cial goggles.  But  this  gear 
works  well  only  in  the 
dark.  Sandia's  goggles 
should  perform  equally 
well  in  natwal  and  in  ar- 
tificial light. 

A  lamp  attached  to 
Sandia's  new  goggles 
will  flash  quickly  on  and 
off,  controlling  the  rate 
at  which  bits  of  organic 
matter  fluoresce.  The 
goggles'  lenses,  which 
are  high-speed  liquid- 
crystal  displays,  will 
shutter  on  and  off  at  a 
slightly  different  rate  from 
the  lamp,  filtering  out  un- 
wanted infoiTnation  and  caus- 
ing the  scattered  bits  of  evi- 
dence to  flicker  or  blink.  □ 


A  GEL  THAT  SETS  SCIENTISTS  AgUIVER 

THE  UNUSUAL  OPTICAL  PROPERTIES  OF  COLLOID  CRYSTALS, 

which  change  color  when  they  sweD  or  shrink,  may  hold 
new  promise  for  sensors,  optical  communications,  comput- 
ers, and  clinical  diagnostics.  The  crystals  ai-e  fonned  when 
tiny,  highly  charged  particles  in  a  solution  spontaneously 
assemble  into  so-called  lattice  stractures.  But  such  crys- 
tals ai'en't  very  useful  because  theii*  particles  are  easily 
disinapted  by  vibration  or  chemical  contamination. 

Now,  researchers  at  the  University  of  Pittsburgh  re- 
port that  they  have  devised  a  way  to  lock  the  particles 
in  place  by  embedding  the  ci-ystals  in  a  polymer  gel. 
Sanford  A.  Asher,  a  Pittsburgh  chemistry  professor, 
calls  the  gel  "the  first  new  chemical-  or  thermal-sensing 
device  in  25  year's."  Add  a  chemical  that  binds  to  a  par- 
ticular substance,  such  as  lead,  and  the  gel  becomes  a 
sensor.  Lead  in  water  will  cause  the  crystal  to  swell  and 
change  color.  Or  fix  the  gel  with  an  enzyme  that  metab- 
olizes glucose,  and  it  becomes  an  instant  glucose  sensor. 

Asher  also  sees  a  role  for  gel  systems  that  monitor 
food,  chemical,  and  phannaceutical  production.  TherTnally 
sensitive  ver'sions  could  replace  liquid-crystal  displays 
(LCDs)  in  laptop  computer's.  "Whenever  you  can  modify 
light  coming  off  an  object,  you  have  a  potential  display 
device,"  Asher  says,  adding  that  "this,  in  principle,  is  a 
much  simpler  system"  than  l<:ds.  Johanna  Knapscliaefer 


TRACKING  THE  DEADLY  TSUNAMI 


BENEATH  THE  SEA  FLOOR, 

the  earth  shakes,  toss- 
ing up  a  low  but  deadly 
wave  that  races  for  the 
coast  at  600  mph.  As  it 
approaches  shore,  it 
rears  five  stories  high, 
then  thunders  inland. 

Tsunamis  are  lethal 
and  unpredictable.  One 
hit  Chile  in  1960,  kiUing 
5,000  people.  Another  in 
1993  struck  Okushir'i, 
Japan,  lea\'ing  more 
than  100  dead.  But 
soon,  researchers  hope 
to  start  tracking  the 
waves,  aided  by  an  ear- 
ly warning  network  sci-  " 
entists  have  developed  at 
the  National  Oceanic  & 
Atmospheric  Administra- 
tion, the  University  of 
Southern  California,  Cor- 
nell, and  other  schools. 
Scientists  will  place  three 
bottom-pressure  recorders 
on  the  ocean  floor  south  of 
the  Aleutian  Islands  in 
Alaska.  These  will  mea- 
sure changes  of  even  a 
few  centimeters  in  the  el- 
evation of  the  ocean  sur- 
face several  thousand  me- 
ters above  them. 

When  a  tsunami  rolls 


AFTERMATH:  Okushiri,  1993 


past,  briefly  swelling  the 
ocean  surface,  the  record- 
ers will  transmit  the  data 
via  satellite  to  the  Pacific 
Tsunami  Warning  Center 
in  Hawaii.  By  triangulating 
wave  activity  from  multi- 
ple r'ecor'der  readings  and 
combining  that  with  data 
from  global  seismic  sta- 
tions, scientists  beb'eve 
that  they  will  be  able  to 
fhfferentiate  tsunamis  from 
tidal  or  storm  wave  activi- 
ty, gauge  their  strength 
and  speed,  and  issue 
warnings.        Scott  LaFee 


■  Lucent  Technologies  Inc. 
has  a  new  spam-killer,  an  ex- 
tension to  its  commercial 
package  called  Lucent  Per'- 
sonalized  Web  Assistant.  For 
each  site  on  the  Woi'ld  Wide 
Web  you  visit  that  requires 
registration,  the  Lucent  pro- 
gram will  assign  you  a 
unique  user  name  and  elec- 
tronic-mail address.  If,  as  of- 
ten happens,  the  Web  site 
sells  your  address  to  adver- 
tisers and  you  star't  receiv- 
ing junk  E-mail,  you  can 
simply  instruct  your  mail 
progr-am  to  filter  out  all  mes- 
sages that  contain  the  ad- 


dress, without  affecting  t 
rest  of  your  E-mail.  F 
more  information,  vis 
lpwa.com:8000/filter.html 
■  Overnourishing — in  ra 
at  least — can  predispose  sc 
er-al  gener-ations  of  offspri 
to  illness.  Researchers  at 
University  of  Washingt 
who  ovei'noui'ished  newbo 
rats  for  a  per'iod  of  12  da 
discovered  that  the  anima 
offspring  were  more  likt 
than  those  in  a  control  gro 
to  suffer  from  health  pre 
lems.  Both  generatio 
exper'ienced  r'eproducti 
difficulties,  and  third-genei 
tion  progeny  tended  to 
overweight. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwnov@businessweek.com 
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LOTUS  ANNOUNCES  AN 


THE  COST  OF  COMPUTING  ^ 


PAY  ONLY  FOR  WHAT  YOU  USE  AND 
BLOW  YOUR  BUDGET  ON  BONUSES 
NOW  INTRODUCING  eSUITE  THE 


NEXT  BIG 


IN  COMPUTING 


[more  power  and  capabilities  across  all  platforms.  Lotus  eSuite  is 
I  here:  an  integrated  set  of  Java"-based  applications  combined  with  an  easy-to-use 

graphical  user  interface.  eSuite  is  designed  to  bring  the  right  tools  to  the  right  people 

within  your  organization. 


A  BREAKTHROUGH  IDEA  THAT  GIVES  YOU  COMPLETE  CONTROL.  eSuite 
Workplace"  serves  as  a  single  point  of  access  to  all  the  capabilities  a  user  could  want, 
including  business  productivity  applets,  your  company  intranet,  e-mail  and  the  Internet. 
This  simplified  desktop  actually  empowers  people  to  work  and  communicate  more  effi- 
ciently. That  equates  to  greater  productivity  and  a  sizable  reduction  in  overall  software, 
maintenance,  training  and  support  costs.  Which  all  adds  up  to  a  computing  budget  you 
can  swallow,  or  even  spread  around  a  bit. 

eSuite  Workplace  is  task-focused,  snappy  and  easy  to  use  from  the  start.  So  you  can  dive 
right  into  your  work  and  be  productive  right  away.  Think  of  the  dollars  saved,  the  hours 
gained,  the  nuisance  avoided.  Lotus  eSuite  looks  like  a  lot  more  than  the  next  big  gig 
in  computing.  It's  the  advent  of  an  entirely  new  business  sensibility. 

Next  steps  on  your  agenda;  learn  more  about  eSuite  technology.  Give  us  a  call  at 
1  800  872-3387,  ext.  D580.  Or  visit  us  at  our  website  www.esuite.lotus.com  for 
more  information. 


eSuite  Workplace 

transforms  the  desktop 


DESIGNED  FOR 
JAVA 

COMPACT, 
EASY-TO-USE  APPLETS 

INTUITIVE 
USER  INTERFACE 

EASY 
WEB  ACCESS 


<'-husin«'ss 


Lotus. 


Working  Together 


In  Canada,  tall  1  800  GO  LOUIS  ®  1997  Lolus  Oevdopmenl  Ctrpocalion,  55  Cambnilge  Partway.  Canibndge.  MA  02142  All  ngte  reseived  Lolus  and  Wonong  hgelter  aie  registered  trademarts  and  eSuile  eSiile  WmtPiacp  and  Wort  Hp  m  are  liademait,'  ol  toius  Devflnpmeni  Corp 
Java  IS  a  trademark  ol  Sun  Mrcrosystems,  Iric  I^e  e-bustness  logo  is  a  trademarlt  ol  Inlemational  Bosiness  Machines  Corporation, 


Science  &  Technology 


INNOVATION 


TOUGH  SLOG 


iiiM's  Meyersoii 
has  championed 
a  novel  chip 
technology  since 
'82-and  now  it's 
payoff  time 


GEniNG  TO  EUREKA!' 

Researchers  are  tracking  how  breakthroughs  are  made 

Taking  four  decades  to  create  a  fun- 
damental innovation  is  a  bit  unusual, 
although  15  to  25  years  is  common,  ac- 
cording to  researchers  at  Rensselaer 
Polytechnic  Institute.  Worried  that 
management  techniques  honed  by  U.  S. 
companies  in  response  to  global  com- 
petition might  be  stifling  brealrthi'oughs, 
RPi  three  years  ago  persuaded  the  Al- 
fi-ed  P.  Sloan  Foundation  to  fund  a 
study  of  radical  innovation — meaning 
"new-to-the-world"  features,  a  five-to- 
tenfold  performance  boost,  or  a  50% 
reduction  in  costs.  "If  you  worship  at 
the  throne  of  the  voice  of  the  cus- 
tomer," you'll  get  only  incremental  ad- 
vances, not  brand-new  ideas,  says 
Joseph  G.  Morone,  president  of  Bentley 
College  since  March  and  previously 
dean  of  rpi's  Lally  School  of  Manage- 
ment &  Technology. 


hat  I  do  is  go  out  and  tiy  to 
grab  lightning  every  day." 
That's  Terry  J.  Fadem's  de- 
scription of  tlie  never-ending  seai'ch  for 
tomori'ow's  bi'eakthroughs  at  DuPont 
Co.,  whei'e  Fadem  heads  new  business 
development.  Rut  it's  ecjually  apt  for 
similar  efforts  at  other  companies. 

Coming  up  with  I'adical  innovations — 
in  contrast  to  the  make-the-widget-bet- 
ter  approach  that  dominates  research 
and  development — is  an  elusive  process 
that  can  span  decades.  In  i;)5(5,  Frank 
Lloyd  Wright  designed  a  mile-high  sky- 
sci'aper,  and  ever  since,  elevator  makers 
have  straggled  to  find  a  way  to  lift  peo- 
ple to  the  top  and  make  such  tall  build- 
ings feasible.  At  long  la.st,  Otis  Elevator 
Co.  is  about  to  unveil  a  prototyjje  that  it 
believes  will  transfoiTn  Wright's  vision 
into  steel  and  concrete. 


While  incremei 
tal  improvemem 
are  essential 
competitiveness,  it 
the  big  brea] 
throughs  that  U 
the  foundations  f( 
new  markets  ar 
futm'e  gi'owth.  Cri 
ics  used  to  lamei 
that  U.  S.  industry  was  good  at  brea 
throughs  but  terrible  at  follo\ 
tlu'oughs — turning  inventions  into  pro 
ucts  and  improving  them  constant! 
Now,  they  sing  a  different  tune.  "Ame 
ican  companies  are  doing  a  great  job 
developing  better  products,"  says  Gii 
C.  O'Comior,  an  assistant  mai'keting  pr 
fessor  at  rpi.  "But  there's  been  vei 
httle  improvement  in  radical,  or  'di 
continuous,'  innovation." 
UNDER  WRAPS.  Hoping  to  change  th^ 
Morone  got  the  Industrial  Research  I 
stitute  to  join  the  innovation  study.  Tl 
IRI  tracked  down  some  member  cor 
parties  willing  to  lift  the  cloak  of  secrec 
on  current  R&D  projects  so  RPl's  r 
searchers  could  glean  "real-time 
sights"  instead  of  relying  on  memori( 
of  past  R&D  programs.  The  compam( 
include  Polaroid,  Nortel,  General  M 
tors,  and  Analog  Devices.  The  r 
searchers  regularly  visit  12  ongoir 
projects  at  10  companies.  Data  on 
additional  15  efforts  are  collected  v 
questionnaires.  Most  projects  are  st 
under  tight  wraps,  but  they  include 
new  silicon-germanium  semiconduct' 
material  at  IBM,  General  Electric's  dij 
tal  X-i'ay  system,  and  Otis  Elevatoi 
Odyssey  system,  which  paradoxical 


NEW  DIRECTION 


Otis'  Odyssey  elevator  design,  wit 
its  horizontal  turnouts,  might 
make  mile-high  buildings  possibli 
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Go  explain  to  the 


CEO  why  you  thought 
94%  virus  defense 
was  good  enough. 


Let's  talk  pcrcenta;^cs.  If  your  anti-virus  package  delivers  94% 
1   s       detection,  there's  still  a  6%  chance  you'll  he  totally  screwed.  And 
"   ^       lolien  that  happens,  there's  exactly  a  0%  chance  the  CEO  will 
understand.  Fortunately,  there's  McAfee,  the  anti-virus  defense 
with  100%  protection. 


Percentage  of  Macro  Virus  Detection 
Source-  Virus  Bulletin 


BLOCKS  EVERY  POINT  OF  ENTRY 

McAfee  Total  Virus  Defense  (TVD)  Suite  goes  beyond  traditional 
anti-virus  protection  to  provide  100%  network  security.  It 
extends  our  number  one  anti-virus  software  to  protect  all 
points  of  entry — the  client,  server  and  internet  gateways.  But 
viruses  aren't  the  only  threat  to  your  network.  TVD  prevents  ^S^J^l'f.^UJUiE. 
attacks  by  disgruntled  employees  and  internet  hackers.  With  LI  l«^w. 

bulletproof  client  and  server  encryption,  authentication  and  firewall  software,  TVD 
keeps  the  wrong  people  away  from  your  data. 

PROTECTION  FROM  VIRUSES  THAT  DON'T  EVEN  EXIST  YET 

"^^rri^vN  All  McAfee  anti-virus  products  include  support  from  AVERT, 
SECURECAST   our  Anti-Virus  Emergency  Response  Team.  With  research 
centers  worldiouie,  you  get  online  support  24  hours  a  day.  Also,  our  unique  SecureCast 
feature  automatically  pushes  updates  and  alerts  directly  to  your  PC  to  protect  you 
from  the  latest  virus  strains — like  the  new  Office97  macro  viruses. 

CHOICE  OFTHE  FORTUNE  100 

100%  detection.  100%  hacker  protectiom  The  choice  of  80%  of  the  Fortune  100. 
Now  those  are  numbers  even  your  CEO  will  understand.  For  more  information,  call 
1-800-332-9966,  department  1921.  ivww.nicafee.com 


McAfee 


ed  Lipon  results  from  independent  industry  research  from  Virus  Bulletin,  VSUM  Cei 
c  All  rights  reserved.  All  branas  and  oroducts  are  trademarks  Of  their  resoeclive 
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solves  the  tall-buikling  problem  by  mov- 
ing sideways  as  well  as  up  and  down 
(drawing,  page  72;  an  animated  version 
can  be  foimd  at  www.businessweek.com). 

At  the  iKl's  recent  annual  meeting, 
Morone  and  crew  offei'etl  some  prelimi- 
nary ideas  about  managing  break- 
thi-ough  K&D.  For  starters,  expect  a  top- 
sy-tui^vy  process.  Take  ge's  digital  X-ray 
technology,  which  replaces  film  with 
computerized  imaging.  (>E  kicked  off  the 
research  in  1975  in  its  aerospace  busi- 
ness. The  project  vacillated  through  five 
stop-and-go  metamorphoses,  with  re- 
searchei's  sometimes  aiming  at  indus- 
trial jobs  and  other  times,  medical  ap- 
plications. In  the  late  1980s,  the  effort 
went  catatonic.  Enter  Lewis  S.  "Lonnie" 
Edelheit,  who  took  over  in  1993  as  ce's 
R&D  chief.  With  the  Internet  starting 
to  take  root  and  promising  easy  online 
medical  consultations,  Edelheit  figiu-ed 
digital  X-rays  wei'e  just  the  ticket.  He 
revived  the  concept,  and  "that  changed 
the  fate  of  the  project,"  Morone  notes. 
(IE  Medical  Systems  shipped  its  first 
digital  X-ray  machines  last  summei'. 

It's  a  familiar  pattern,  rpi  has  found. 
Big  breakthroughs  generally  evolve 
from  projects  that  get  i-epeatedly  axed 
and  restored.  The  end  result  emerges 


gradually,  piece-by-piece  from  a  trial- 
and-error  process  that  Morone  terms 
"probe  and  learn."  Failure  is  certain 
without  staunch  backing  from  at  least 
one  dogged  champion,  and  "typically 
you  have  to  have  multiple  champions 
at  different  levels  in  the  organization," 
says  Mark  P.  Rice,  assistant  dean  of 
RPi's  Center  for  Entrepreneurship.  The 
process  is  so  complex  and  uncertain — 
lucky  discoveries  or  accidents  often  send 
the  work  off  in  new  directions — that 
"what  you  end  up  with  is  rarely  what 
you  started  with,"  says  Morone. 

Still,  Morone  and  team  insist  that 
companies  can  plan  radical  innovations, 
vdthin  broad  guidelines,  as  long  as  they 
foster  a  breakthrough  culture.  Indeed, 
2',i  of  the  27  projects  under  study  seem 
to  be  conforming  nicely  to  the  compa- 
nies' strategic  plans,  and  21  were  tar- 
geted fi'om  the  outset. 

For  example,  the  turning  point  for 
Otis  Elevator  stemmed  from  a  last-ditch 
effort  by  Chairman  Jean-Pierre  Van 
Rooy  and  Joseph  Bittar,  vice-president 
foi-  product  strategy.  They  both  spent  a 
weekend  on  the  problem.  Van  Rooy 
came  up  empty,  but  Bittar  announced  he 
might  have  the  answer.  His  idea  was 
to  eliminate  the  lift  cable,  which  can't 


stretch  for  much  more  than  130  storie 
without  breaking  under  its  own  weigh 
and  put  multiple  cabs  on  a  single  vert 
cal  track — with  hoiizontal  tuniouts  the 
allow  cabs  moving  in  opposite  dii'ection 
to  pass  each  other. 
MOBILE  ROOMS.  Then  the  hoiizontal  jog 
got  extended,  and  Odyssey  evolved  int 
a  people-mover  system  that  can  eve 
dash  between  buildings,  picking  up  con 
muters  in  a  nearby  garage  and  deposi' 
ing  them  at  their  office  door.  Or  it  coul 
shuttle  emergency  rooms  aroimd  a  hoi 
pital,  so  patients  get  treated  faster.  An 
in  regular  high-rise  buildings,  Odysse 
will  halve  the  amount  of  room  need^ 
by  elevators — now  as  much  as  20% 
taller  structures — and  thus  produc 
more  rentable  space. 

In  contrast  to  Otis'  top-down  pusl 
IBM's  development  of  silicon-german 
um  semiconductors  was  a  bottom-up  e 
fort.  Bernard  S.  Meyerson,  one  of  IBM 
45  research  fellows,  just  wouldn't  a 
low  it  to  get  swept  under  the  ruj 
Since  1982,  he  has  wheeled  and  deale 
to  keep  the  project  alive,  cajoling  a  su( 
cession  of  managers  to  continue  it 
shoestring  budget.  The  team  never  ha 
more  than  a  handfiil  of  resetirchers,  an 
for  a  while  dwindled  to  one.  Sometime 
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igging  got  rather  ugly.  Meyerson 
le  was  just  conforming  to  the  ad- 
ions  of  a  former  IBM  president: 
senior  executive  hasn't  screamed 
1  lately  for  grossly  exceeding  youi* 
rity,  you're  probably  not  doing 
job." 

-imately,  Meyerson's  stubborness 
Dut,  if  only  because  he  outlasted 
stractors — most  of  them  retired, 
le  has  been  hammering  on  sihcon 


managers  are  trying  out  different  ap- 
proaches, says  Rice.  DuPont's  Fadem 
runs  a  fairly  structured  operation, 
keeping  a  half-dozen  potential  bomb- 
shells in  various  stages  of  evolution. 
IBM  prefers  more  informality,  prodding 
researchers  to  form  small  gi'oups  and 
spend  some  amount  of  time  on  "ex- 
tracurricular" efforts — fellows  in  par- 
ticular are  given  much  latitude. 

Some  guideUnes  seem  clear,  though. 


ECLUSION 


Breakthrough  projects  need  to 
sheltered  from  normal  business  pressures. 
!an-counter  measures  are  meaningless, " 
s  marketing  professor  Gina  O'Connor 


mium  for  so  long,  he  jests,  "that  a 
people  now  in  executive  manage- 
gi'ew  up  knowing  I  believe  this 
ct  works." 

search  stars  such  as  Meyerson, 
RPi's  Rice,  "have  a  different  vi- 
)f  their  company  and  their  indus- 
n  probably  a  supernormal  way, 
'e  able  to  see  where  the  really 
reakthroughs  need  to  happen  10 
from  now."  As  there's  no  pat 
e  for  stimulating  ordinary  re- 
fers to  become  Meyersons,  r&d 


One  is  that  breakthrough  projects  need 
to  be  sheltered  fi'om  normal  business 
pressures.  Such  research  is  too  risky 
and  too  long-teiTn  to  survive  othei-wise. 
"Managers  have  to  understand  that 
bean-counter  measures  are  meaning- 
less," says  RPi's  O'Connor.  And  an  "in- 
cubator" that  is  at  least  culturally,  if 
not  physically,  distinct  is  necessaiy,  adds 
Morone,  because  "making  discontinuous 
innovations  is  not  a  natural  act." 
Many  times,  in  fact,  the  research  goal  is 
to  cannibahze  an  existing  business  unit. 


Another  key  is  encouraging  a  free 
flow  of  ideas,  both  inside  the  company 
and  out.  In  every  case  studied,  "informal 
networking  plays  a  huge  role,"  says  Mo- 
rone, as  does  ft-equent  participation  in 
industry  events.  "The  most  successful 
reseai'chers  have  veiy  wide-ranging  net- 
works of  people  they  plug  into  all  the 
time,"  adds  Rice.  This  is  so  ci-ucial,  he 
warns,  that  companies  should  be  cau- 
tious when  downsizing  r&d.  If  junior 
people  viith  extensive  networks  are  lost, 
it  can  severely  hamper  a  company's  re- 
search for  years. 

Morone's  conclusion?  The  process  of 
innovating  big  is  profoundly  different 
from  that  for  incremental  develop- 
ments, so  conventional  management 
techniques  won't  work.  Yet  it  can  be 
nurtured  and  guided  by  setting  soft 
goals,  by  evaluating  progress  with  a 
shrewd  eye  toward  long-range  strategy 
and  changes  in  the  outside  world,  and 
by  creating  a  climate  that  encourages 
bold  thinking. 

Tlie  fact  that  all  of  the  companies  be- 
ing watched  ai-e  still  managing  to  pull  it 
off  suggests  American  industry  hasn't 
lost  its  breakthi'ough  edge.  But  the  final 
results  won't  be  in  until  around  2005, 
when  the  projects  launched  in  the  late 
1980s  get  tested  in  the  market. 

By  Otis  Port  in  New  York  and  John 
Carey  in  Washington 
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COiyiMENTARY 

By  Ira  Sager  &  Robert  D.  Hof 


JAVA  IS  HOT  ENOUGH 
TO  BURN  BILL  GATES 


For  years,  Micro- 
soft has  been 
nearly  invincible. 
The  company's  Win- 
dows operating  sys- 
tem software  now 
runs  on  85%  of  the 
world's  personal  com- 
puters. Its  Office  suiti 
of  applications  claims 
87%  of  the  $3.8  billion 
market.  And  in  what 
seemed  like  the  click 
of  a  mouse,  the  soft- 
ware giant  overhauled 
its  strategy  to  zero  in 
on  the  World  Wide 
Web,  captiu-ing  36%  of 
the  browser  market — 
in  just  two  years.  Mi- 
crosoft even  fought  off 
the  Justice  Dept.  in 
1995,  agi'eeing  to  a 
consent  decree  that 
hasn't  slowed  it  down 
one  whit.  Now,  with 
trustbusters  having 
filed  a  petition  on  Oct. 
22  claiming  Microsoft 
has  violated  that  con- 
sent decree,  one  can't 
help  but  wonder: 
Wliat  will  stall  the 
software  titan? 
EQUAL  ACCESS.  As  it 
turns  out,  corpora- 
tions— those  very  cus- 
tomers that  have  pro- 
pelled Microsoft  Corp. 
by  buying  Windows  and  office  applica- 
tions— are  statting  to  deal  the  company 
a  blow  by  turning  to  Java,  the  pro- 
gi'amming  language  pioneered  by  Sun 
Microsystems  Inc.  Thanks  to  Java's  po- 
tential to  make  computing  much  easier 
by  creating  progi-ams  that  are  wiitten 
once  and  then  run  on  many  operating 
system.s — not  just  on  Microsoft's  Win- 
dows software — the  technology  is  start- 
ing to  get  a  head  of  steam  inside  corpo- 
rations. According  to  market  researcher 


Zona  Research  Inc.,  a  survey  of  27y 
companies  revealed  that  half  use  Java 
and  that  the  rest  plan  to  witliin  a  year. 
By  2000,  Zona  estimates,  97%  of  ail  cor- 
porations will  have  Java  applications 
whizzing  through  their  enterprises. 

If  that  comes  to  pass,  it  could  force 
Microsoft  to  share  the  mantle  of  com- 
puting leadershi{3 — but  not,  surprisingly, 
on  the  desktop.  Contrary  to  popular  be- 
lief, Java's  big  appeal  is  not  its  abihty  to 
replace  Windows  and  other  incumbent 


software.  Few 
do  that.  The  big 
is  Java's  abihty 
pave  over  differ 
between  old  soft 
programs — deca< 
"legacy  systems' 
computer-indust 
parlance — and  n 
Internet  applicat 
for,  say,  electron 
commerce.  Manj 
the  older  system 
iTjiming  out  of  g 
Web-enabled  wo 
If  Java  can  e? 
the  usefulness  o 
these  progi-ams 
give  them  a  hoc 
the  Net  at  the 
time,  companies 
be  less  likely  to 
switch  to  power 
new  servers — a 
ket  Microsoft  ha 
geted  with  its  V 
dows  NT  softwai 
Microsoft's  marc 
the  computing  f( 
chain,  fi-om  desk 
machines  to  mat 
computer  server 
ning  major  corp 
tions,  will  slow. 

That's  why  n( 
tie  is  more  pitcl 
nor  more  impor 
to  the  future  of 
puting — than  th 
rent  tight  over  Java.  On  one  side 
Sun's  feisty  chief  executive,  Scoti 
McNealy,  aided  by  a  weighty  cad 
partners,  such  as  IBM,  Netscape  ( 
munications,  and  Oracle,  that  per 
Java  as  a  means  to  escape  Microi 
yoke.  On  the  other  is  Microsoft  (I 
man  William  H.  Gates  III,  for  wll 
the  prospect  of  losing  his  compar  s 
primacy  in  the  industry — especiaJ 
a  wiseacre  such  as  McNealy — haa 
scrambling  to  contain  Java's  reacj 


I 


If  Java  extends  older  systems'  usefulness,  it  will  si 
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;ions  have  even  spilled  into       puter,  simulated  in  softvi^are,  that  runs      ty  of  the  PC  era.  How?  By  dehvering 
)ct.  7,  Sun  Microsystems  inside  a  computer's  Web  browser.  That      Java  programs  from  a  central  computer 

)ftware  giant,  claiming  it  way  it's  insulated  from  the  vagaries  of      server  to  run  on  so-called  network  com- 

s  Java  license  when  Mi-  different  operating  software  and  hard-      puters  that  are  simply  stripped-down, 

ternet  Explorer  4.0  browser     ware — and  it  doesn't  care  if  information     inexpensive  PCs — starting  at  around 
s  the  Java  compatibility  test,    is  on  a  30-year-old  mainframe  or  a  $500 — tethered  to  a  network  and  sans 

ct.  27,  Microsoft  countersued.    month-old  PC.  At  sabre  Technology  So-     local  storage.  Says  Michael  B.  Prince, 
lat  Sun  violated  the  hcense       lutions,  for  example,  the  company  is         information-systems  director  for 
by  failing  to  ship  a  software-    rewriting  a  program  in  Java  to  make  it     Burlington  Coat  Factory  Warehouse 
it  kit  that  was  compatible        easy  for  travel  agents  using  the  Net  to     Corp.:  "Centralizing  computing  makes  a 
)us  versions.  get  information  from  sabre's  mainframe    lot  of  sense." 

i  FAST.  But  forget  the  suits.     computers  that  run  its  resei'vation  sys-        That's  why  Burlington  is  trying  out 
of  Gates's  efforts,  Java  is        tern.  The  progi'am  will  be  able  to  run        network  computers — some  1,500  by  the 
idway  in  corporations.  Un-       unchanged  on  a  number  of  systems,  in-     end  of  1998 — four  or  five  for  each  of  its 
he  humongous  hype,  Java        eluding  ibm's  os/2  operating  system,  250  retail  stores.  By  next  April,  cus- 

i  as  a  way  to  write  pro-  Windows,  and  DOS.  tomers  will  be  able  to  walk  into  a 

kly  and  cheaply,  as  well  as  Think  of  the  productivity  gains.  For      Burlington  Coat  Factory  store  and  use 

and  run  them.  With  the  abil-  most  corporations,  the  bottleneck  is  not  the  Java-based  network  computers  to 
on  85  million  computers  computer  speed  but  the  time  it  takes  to    check  out  a  baby-gift  registry.  Mean- 

eb  browsers,  Java  is  while.  Home  Depot  Inc.  plans  to 

learly  as  ubiquitous  incorporate  network  computers 

s  JAVA'S  HEAD  OF  STEAM  IN  TWO  YEARS      and  Java  software  for  point  of 

'  technology  promises  .  /-o/vn  s-      u     /•     j  n  ^  sale  systems  at  its  hardware 

.anies  create  soft-  _ .  _  .4  .^^^f!^^  stores. 

new  opportunities—      970/0  will  use  Java  for  server-based  applications.  still  tinkering.  For  all  this  ac- 

)ok  Banco  do  Brasil,  .  tivity,  though,  Java  is  still  in  its 

n  America's  largest        ^IT^^!'!  5'®}'.^1°P        .^PPi'_^5!L°".l'-1  r*?^-^.-   toddler  stage,  as  Gates  correctly 

s,  less  than  three  750/^       ^se  Java  to  extend  the  life— and  useful-       Points  out.  Java  is  slow  and  so 

write  a  Java  applica-      ness  of  existing  applications  '^^^  ^^'^^    doesn't  have  all  the 

me  banking  via  the    necessary  software-development 

KeyCorp,  a  leading        58%  plan  to  have  on  staff  from  1  to  10  full-time        tools  for' creating  and  maintain- 
;ial-services  company,     Java  developers.  ing  large-scale  corporate  pro- 

a  Java-based  auto-fi-      31%  of  corporate  spending  on  software  develop-         srams  yet. 
3tem  m  just  60  days       ^^^^  ^.,1      Java-related-nearly  double  the  13%       .  ^''\  Java s  problems  are  being 
consumers  buy  cars  1.^1.1.        i.-         i.L.  ironed  out  with  amazing  speed. 

,      ^  1  t-    -i  e        expected  m  the  next  SIX  months.  f         ,     •      4.  1  Voaa 

itemet.  Instead  of    IBM,  for  one,  has  invested  $200 

entirely  new  pro-                                   data:  zona  research  inc  million  in  the  progi-amming  lan- 
ch  would  have  been  a  giiage  and  has  2,500  developers 
taking — the  company  used  wi-ite,  test,  and  learn  how  to  use  pro-  in  24  locations  around  the  world  work- 
are  to  make  it  easy  to  get  gi-ams  for  the  vast  hai'dware-software  ing  on  Java  applications — from  smart 
lation  from  the  Net  into  its  combinations  out  there.  Some  analysts  cards  to  enterprise  servers  to  special 
iatabase.  say  writing  in  Java  can  cut  develop-  software  tools  to  help  developers  write 
Java  is  becoming  a  kind  of  ment  time  in  half  for  some  types  of  ap-  programs.  What's  more,  IBM  says  it  ex- 
;lue  that  makes  it  possible  phcations.  "The  real  breakthroughs  with  pects  to  see  a  flood  of  Java-savvy  devel- 
lies  to  take  advantage  of  the  Java  come  in  greater  degi-ees  of  flexibil-  opers  from  the  160  universities  that 
thout  having  to  give  up  all  ity — being  able  to  roll  out  progi'ams  now  offer  courses  in  the  progi-amming 
lainframe  and  minicomputer  faster  and  keep  the  skill  set  of  your  language.  Meanwhile,  Zona  Research 
yfstems.  In  short,  Java  is  be-  people  current  in  a  shorter  period  of  estimates  that  there  are  already  300,000 
)  develop  so-called  "middle-  time,"  says  Federal  Express  Corp.'s  Java  programmers  out  there, 
ivare,  which  links  up  industri-  chief  information  officer,  Dennis  H.  Does  this  mean  that  Microsoft  loses? 
programs  that  i-un  big  Jones.  FedEx  is  testing  a  new  suite  of  Not  at  all.  Just  as  PCs  didn't  put  IBM 
obs,  such  as  payi'oll  and  in-  Java-based  applets  from  Lotus  Develop-  out  of  business,  Java  won't  wipe  out 
inagement,  with  desktop  ap-  ment  Corp.  (page  82).  Microsoft.  But  Java  is  taking  hold  in 
md  Web  software.  "Java  is           Java  is  just  the  most  visible  part  of  a  the  computer  industry,  and  this  is  one 
nt  technology  because  it  sweeping  movement  in  computing  away  of  those  fundamental  shifts  that  may  be 
hole  bunch  of  legacy  software  fi-om  the  primacy  of  desktop  computers,  unstoppable.  The  only  questions  are 
to  the  Internet,"  says  Intel  which  have  held  sway  for  more  than  how  fast  it  will  spread  and  who's  smart 
w  S.  Grove.  two  decades.  Corporations  are  already  enough  to  come  out  on  top. 

rks  its  magic  through  a  piece  betting  big  that  Java  can  help  them   

i  called  the  Java  Virtual  Ma-  strike  a  balance  between  the  reliability  Sager  and  Hof  follow  the  computer 

essentially  a  complete  com-  of  the  mainframe  days  and  the  flexibili-  industry  for  business  week. 


)soft's  march  up  the  computing  food  chain 
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SOFTWARE 


SUITE  REVENGE 
FOR  LOTUS? 

Java-based  productivity  programs  might  give  it  a  shot  at  revival 


It's  easy  to  forget  that  Lotus 
Development  Corp.  helped 
launch  the  personal-computer 
revolution  in  1983  by  populariz- 
ing a  new  type  of  prograin 
called  a  spreadsheet.  That  glory 
has  long  since  faded,  overshad- 
owed by  software  giant  Micro- 
soft Corp.,  which  combined  sev- 
eral office  programs  into  one 
integrated  suite  and  quickly  caj^- 
tured  the  lion's  share  of  the  mar- 
ket. So,  when  the  Java  pro- 
gramming language  and  the 
World  Wide  Web  opened  up  the 
possibility  of  a  whole  new  way 
of  developing  and  using  soft- 
ware, Lotus,  now  a  subsidiary 
of  IBM,  saw  a  chance  to  get  out 
in  front  with  the  new  style  of 
network  computing. 

On  Nov.  3,  Lotus  will  make 
its  move  when  it  unveils  a  set  of 
simplified  office  programs  wi-it- 
ten  in  Java  that  are  code-named 
Kona.  Initially,  the  software  will 
be  aimed  at  regaining  some  of 


FUTURE  STAKE 

Microsoft  claims  87% 
of  total  suite  revenues, 


the  gi'ound  Lotus  lost  to  Micro 

soft  in  the  $3.8  billion  market  VS.  jUSt  6%  for  LotuS. 
for  office  suites.  But  further  out   "MicrOSOft  haS  more 
Lotus  IS  hopmg  that  Kona  will      .       „  . 
carve  out  all-new  turf  as  net-      '0^6,  SayS  LotUS 
work  computing  takes  off,  mak-  President  Papows 
ing  it  the  company's  most  sig- 
nificant introduction  since  Notes  in  1990, 
and  the  most  ambitious  set  of  desktop 
programs  yet  based  on  Sun  Microsys- 
tem Inc.'s  Java. 

CENTRAL  BANK.  Kona  is  a  far  ciy  ft'om 
today's  (jffice  suites,  which  have  evolved 
into  massive  progj-ams  with  a  dizzying 
array  of  features  that  can  hog  as  much 
as  130  megabytes  of  a  Pc's  (lisk  space. 
By  eonti'ast,  Kona  is  a  lightweight  set  of 
eight  mini-applications,  or  "ajiplets,"  in- 
cluding word  pi'ocessing,  a  spreadsheet, 
and  E-mail.  The  software  is  stor-ed  cen- 
trally on  a  computer  server,  rather-  than 
on  each  individual  \'C,  so  the  Kona  ap- 
plets are  zapped  across  a  network  to 
individuals  as  they  need  them.  That 
promises  to  make  software  easier  to  in- 
stall and  update — and  could  translate 
into  big  cost  savings  for  corporations. 


Not  only  is  Kona 
key  to  the  future  of 
Lotus,  it's  also  cen- 
tral to  a  broader 
strategy  unfolding 
at   Lotus'  parent, 
IBM.  Big  Blue  sees 
Java,  which  runs  on 
any  kind  of  comput- 
er,  as   a  way  to 
smooth  over  the  differences  in  its  many 
product  lines  and  to  lessen  the  impor- 
tance of  Microsoft's  Windows.  What's 
more,  Kona  could  help  jump-start  ibm's 
business  in  network 
computers      (Nf's) — 
stripped-down  alterna- 
tives to  PCs.  IBM's  goal 
is  to  sell  as  many  Nc;s 
as    PCS    within  five 
years,  but  the  network 
computer  is  just  an 
empty  box  without  ap- 
plets such  as  Kona. 
"Lotus,  along  vrith  IBM, 
is  betting  the  farm,  on 
Java,"  says  Gartner 
Group    Inc.  analyst 
Tom  Austin. 

Will  the  gamble  pay 


MICROSOFT  IS 
GLEANING  UP  IN  SUITES 


off?  Some  corporate  customers  say  Java ! 
applets  such  as  Kona  are  promising. , 
Companies  such  as  Federal  Express,, 
Bank  of  Montreal,  and  insui'er  Conseco 
see  Kona  as  a  way  to  share  the  latest 
information  with  employees  no  matter 
where  they  are  located.  FedEx,  for  ex- 
ample, is  testing  Kona  in  a  system  that 
would  let  sales  reps,  whether  in  Tokyo 
or  New  York,  wor-k  with  the  same  con- 
stantly updated  info.  When  FedEx 
changes  its  shipping  agreements,  the 
modifications  can  be  "turned  on'"' 
instantly  by  changing  the  spread- 
sheet applet  on  a  server,  so  that ' 
every  sales  rep  gets  the  changes: 
at  once.  "This  is  a  much  simpler! 
way  of  running  your  organiza- 
tion," says  FedEx  Chief  Infor- 
mation Officer  Dennis  Jones. 
BUILDING  A  BASE.  That's  what  I 
Java  proponents  are  banking  on. 
But  don't  expect  IBM  to  make  ai 
lot  of  money  off  of  these  Java; 
applets  anytime  soon— or  eati 
into  Microsoft's  market  share.  I 
The  Kona  suite  of  applets  will! 
be  priced  from  $25  to  $30  per; 
user,  vs.  $120  to  $200  for  Lotus'j 
conventional  SmartSuite.  And 
Kona  could  cut  into  sales  of 
Lotus'  SmaitSuite.  But  analysts 
figure  that  SmartSuite  has  slim 
margins  and  accounts  for  just 
6%  of  total  suite  revenue,  so  Lo 
tus  has  little  to  lose.  Not  so  for 
Mici'osoft,  which  claims  87%  of  the  suite 
market.  "Microsoft  has  more  to  lose," 
says  Lotus  President  Jeffrey  Papows. 
"We're  willing  to  give  up  something  if 
we  have  to." 

For  now,  Lotus  executives  say  their 
primaiy  objective  is  building  a  customer 
base  as  quickly  as  possible.  Making 
money  will  come  later,  especially  if  the! 
market  for  network  computers  reaches! 
more  than  75  million  users  by  2000,  as 
some  analysts  project.  Or  maybe  not. 
So  far,  Ncs  are  still  in  the  tire-kicking 
stage,  and  skeptics  tliink  companies  may 
be  slow  to  adopt  them. 
Still,  Lotus  is  in  the 
Java  game  for  the  long 
haul.  "The  fact  that 
we're  part  of  IBM  al 
lows  us  to  live  in  £ 
world  of  much  higher 
uncertainty  than  we 
could  on  our  own, 
says      Michael  D. 
Zisman,  Lotus'  execu 
five  vice-president  fori 
strategy.  Comebacks 
never  come  easy. 

By  Paul  C'  Judg^ 
in  Cambridge,  Mass. 
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The  only  convertible  that  matters. 


When  we  designed  the  C5  Corvette;  we  began 
with  the  simple  goah  to  build  a  comfortable  and 
extremely  solid  car,  period,  whether  it's  a  convert- 
ible or  coupe.  In  our  mind,  the  fifth  generation 
would  not  be  a  success  unless  we  made  a  world- 
class  sports  car  that  just  happens  to  be  a  convertible. 


(Thu  C5  wa>  designed  without  a  root  fmm  ttie  outset,  so  we 
could  liuild  a  world-clasi!-  sports  air  that's  also  a  convertible 

The  C5  design  started  from  ground  zero  as  a 
convertible,  not  a  coupe.  It  seemed  the  obvious 
way  to  pre\  ent  ride  and  handling  from  becom- 
ing a  casualty  of  top-down  freedom.  At  the  same 
time,  we  didn't  want  to  compromise  the  true 
spirit  of  a  sports  car  by  making  it  too  civilized. 
This  would  not  be  one  of  those  cases  when  the 
convertible  is  merely  a  design  afterthought. 


Maintaimn^  Structural  Integrity  We  didn't  want 
this  car  suffering  from  any  of  the  ride  setbacks 
most  convertibles  ha\  e.  One  concern  was  how  to 
avoid  cowl  shake,  a  common  side  effect  of  remov- 
ing a  car's  roof.  So,  we  replaced  the  48-piece  frame 
rails  with  twin  seamless  hydrofornied  tubes.  The 
frame  of  the  C5  is  now  450  percent  stiffer  than  that 
of  its  predecessor.  This  structure  didn't  rec]uire  the 
weight-adding  reinforcements  typical  of  most  con- 
vertibles. You'll  notice  the  difference  in  its  rigidity; 
cowl  shake  has  been  virtually  eliminated,  even  m 
the  absence  of  a  structural  crossover  bar. 

Naturally,  the  revolutionary  design  c]ualihes  of 
the  '^7  coupe  are  found  in  the  conv  ertible.  Its  sus- 
pension was  designed  for  touring  and  handling. 
Vibrations  and  road  noise  are  minimal,  thanks  to 
the  balsa  wood,  cored  composite  floor.  The  rear- 
mounted  transmission  means  better  weight  distrib- 
ution and  increased  interior  room.  Because  of  the 
structure,  handling  is  secure  and  easy 

Engine  aiui  Pcrfonnancc  Beneath  the  hood  is  an 
all-aluminum  small-block  V8.  It  delivers  more 


tore]ue  (350  lb. -ft.)  and  horsepower  (345)  than  it 
iron  predecessor  but  weighs  44  pounds  less. 
Basically,  we  packed  more  power  into  a  more  I 
compact  unit.  We  were  able  to  keep  the  hood  kv 
dramatically  improving  driver  visibility. 

More  than  any  previous  Corvette,  the  newest 
generation  is  a  high  performance  sports  car  thai 
also  feels  like  a  very  expensive  touring  sedan. 
This  car  is  a  quick  learn  because  of  its  nimble 
handling.  You  can  easily  take  it  from  zero  to  six 


i 


# 


Design  altntiutes  like  the  nostalgic  waterfall  make 
the  new  C5  immediately  recognizable  as  a  Corvette 


in  4.7  seconds  (manual  transmission).  Steering  i 
extremely  responsive  and  forgiving;  the  nde  is 
capable  and  predictable.  In  short,  there's  nothiij 
difticult  abciut  it. 

The  Next  Corvette  The  C5  Convertible  is  a  trul 
remarkable  structure,  with  unprecedented  stiffns. 
It  looks  great  and  feels  even  better  (especially  v.;n 
the  weather  cooperates).  Frankly  the  convertibi 
Vette  is  without  equal.  The  first  time  vou  eye  or' 
on  our  showroom  floor,  you'll  understand  why^ 


T 
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Call  1-800-950-2438  or  visit  vvv\'w.chevrolet.ce 

lOlWGMCorp  Buckle  up,  Amernjoa 


arketing 


4S0RSHIPS 


m  EXHIBIT  IS 
ROUGHT  TO  YOU  BY. . . 

keters  find  that  museums  make  good  billboards 


isit  llie  Smithsonian  Institution's 
traveling  150th  anniversary  ex- 
liibit,  and  you'll  see  more  than  ait. 
Ringing  the  90,000-squai-e-foot  dis- 
ire  extensive  exhibits  by  Intel, 
ver  Card,  mci  Communications, 
fans  World  Aii-lines.  Yet  the  com- 
il  displays  have  httle  to  do  with 
:asing  art  and  everything  to  do 
corporate  marketing,  twa's  space, 
ample,  features  a  history  of  com- 
il  aviation  that  liighlights,  not  siu*- 
gly,  TWA  memorabilia  and  the  air- 
past.  Not  only  that,  but  the 
soman's  fotu'  sponsors — who  kicked 
million  apiece — each  get  a  plug  in 
nithsonian's  TV  ads. 
all  a  far  cry  from  the  imderstated 
censorship  of  the  past — and  it's 
to  increase.  Once  content  with 
etly  underwriting  exhibits  in  ex- 
e  for  a  plaque  or  a  mention  on 


the  commemorative  posters,  companies 
today  are  increasingly  looking  to  gain 
marketing  benefits  from  their  sponsor- 
ship bucks.  That  means  eveiything  fi'om 
getting  the  founder's  name  on  the  door 
to  turning  museum  goers  into  paying 
customers  for  their  products. 

Although  art  purists  have  pilloried 
the  trend,  museum  offi- 
cials say  it's  simple  eco- 
nomics. In  an  era  of 
dwindling  public  fund- 
ing for  the  arts,  corpo- 
rate sponsorship  of  mu- 
seums is  rising  rapidly. 
Companies  will  wind  up 
spending  some  $65  mil- 
lion in  1997,  a  41%  leap 
over  the  past  three 
years.  That  beats  the 
35%  gain  in  sports  spon- 
sorship dollars  and  even 


CORPORATE  AMERICA 
GOES  TO  THE  MUSEUM 


SPONSORSHIP 
-  SPENDING  - 
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A  MILLIONS  OF  DOLLARS 


DATA  lEG  SPONSORSHIP  REPORT 


the  21%'  hike  in  overall  coiporate  media 
spending,  according  to  ieg  Sponsorship 
Report,  a  Chicago  marketing  newslet- 
ter. Says  Smithsonian  Secretary  I. 
Michael  Heyman:  "There  is  no  doubt 
our  future  is  going  to  require  more  pri- 
vate-sector support  than  our  past." 

The  deal  stmck  by  Subaru  of  Ameri- 
ca and  Philadelphia's  Franklin  Institute 
Science  Museum  illustrates  the  new  art 
of  sponsorship.  When  the  museum's 
traveling  science  show  rolls  into  schools 
around  town,  it  travels  in  a  fleet  of  foui- 
brand-new  Subaru  Legacy  station  wag- 
ons, a  donation  from  the  carmaker 

In  return,  when  the  fair  is  over  kids 
go  home  carrying  "goodie  bags"  con- 
taining, among  other  things,  an  invita- 
tion to  come  in  for  a  Subaru  test  drive. 
For  Timothy  Mahoney,  Subaru's  mar- 
keting director,  the  deal  provides  a  low- 
cost  way  of  making  the  Subaioi  brand 
name  better  known  to  the  parents  of 
500,000  schoolchildren  a  year.  He  fig- 
ures Subaru  sells  roughly  a  car  a  week 
through  such  ties  with  five  museums. 
A  BARGAIN.  TWA  also  sees  big  benefits  in 
targeting  the  museum-going  crowd.  Al- 
though its  Smithsonian  sponsorship  was 
aimed  at  buffing  up  its  brand,  some  ef- 
forts are  more  directly  tied  to  sales. 
Earlier  this  year,  twa  sponsored  a 
three-month-long  exhibit  of  Italian  art 
and  history  at  the  St.  Louis  Art  Muse- 
um. The  hoped-for  payoff?  As  pail  of  its 
deal,  TWA  placed  ads  and  articles  about 
its  travel  packages  in  the  monthly 
newsletter  sent  to  museum  members. 
"We  sell  trips  to  Italy.  We  hope  an  ex- 
hibit such  as  this  one  puts  you  in  a 
traveling  mood,"  says  Mark  E.  Abels, 
vice-president  for  corporate  communi- 
cations, who  oversees  arts  sponsorships. 

That  museums  are  hungry  for  spon- 
sorship dollars  is  hardly  new.  Wliat  has 
changed  is  that  Corporate  America  has 
become  bolder  in  turning  galleries  into 
an  extension  of  their  own  marketing 
plans.  One  reason:  Museums  are  a  bar- 
gain. Mahoney  says  Subaru's  small  in- 
vestment in  the  traveling  science  pro- 
gram has  been  far  more  cost-effective 
than  the  $2  million 
spent  two  years  ago  on 
a  Super  Bowl  ad.  "Our 
moneys  work  harder  in 
museums,"  he  says. 

Museums,  for  their 
part,  are  doing  a  more 
aggi'essive  job  market- 
ing themselves.  When 
German  clothing  maker 
Hugo  Boss  went  look- 
ing for  a  museum  part- 
ner in  1994,  New  York's 
Solomon  R.  Guggenheim 
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brought  you  a  litti 

GTE  Internetworking 

BBN  built  the  forerunner  to  the  Internet,  research  center,  BBN  Technologies, 
and  sent  the  world's  first  e-mail.  Now,  BBN  has  joined  forces  with  GTE 
They  run  the  world's  leading  Internet      to  create  GTE  Internetworking.  We're 


investing  hundreds  of  millions  of  doll 
to  build  a  backbone  network  100  tirt 
bigger  than  today's  Internet- 
enough  to  withstand  the  rigors 
business.  For  companies  large  { 


oiks  who 


ing  called 


the  Internet. 


this  means  a  quicker,  more  every  security  test  tlirown  at  tliem 

le,  more  secure  way  of  doing  by  the  National  Computer  Security 

3SS  on  the  Internet.  In  fact,  GTE  Association.  To  find  out  more,  call  us 

letworking  provides  the  only  at  800-472-4565,  or  visit  our  web  site 

hosting  service  that  has  aced  at  www.internetworking.gte.com. 


NTERNETWORKING 

POWERED  BY  BB  N  ' 


Legal  Affairs 


Museum  made  siu'e  to  highlight  the  de- 
lectable demogTaphics  of  its  average  vis- 
itor: under  o5,  affluent,  interested  in 
leisure  products.  Boss  and  the  Guggen- 
heim inked  a  five-year,  $5  million  spon- 
sorship deal.  Guggenheim  gets  the  cash; 
Boss,  among  other  benefits,  gets  the 
museum's  help  in  securing  artists  for 
promotional  events  and  ad  campaigns. 

It's  hardly  the  only  museum  to  have 
figured  out  how  to  deal.  When  the  Field 
Museum  of  Chicago  bid  for  Sue,  the 
Tyramiosauras  rex  fossil  sold  at  auc- 
tion on  October  4,  two  potential  doners 
were  rejected,  one  for  having  an  "inap- 
propriate" marketing  plan,  says  Willard 
White,  vice-president  foi-  institutional 
advancement.  The  $8.3  million  was  se- 
cured from  McDonald's  Corp.  and  Walt 
Disney  Co.  Among  other  benefits:  the 
McDonald's  name  will  go  on  the  muse- 
um's new  fossil  lab,  while  Disney  will 
display  a  copy  of  Sue  in  its  parks. 
"ASTONISHING."  Some  art  and  science 
lovers,  though,  ai'e  appalled  by  the  trend. 
Michael  Jacobson,  head  of  the  Center  for 
Science  in  the  Public  Interest,  a  research 
gi'oup  based  in  Wasliington,  D.  C,  wor- 
lies  that  coiporate  sponsorsliip  will  give 
commercial  products  too  much  space  in 
museum  exhibits.  Case  in  point:  a  di- 
nosaur progTam  now  making  the  rounds 
of  natui'al  liistoiy  museums  that  featiu'es 
both  real  dinosaiu'  fossils  and  models  cre- 
ated for  the  movie  The  Lost  World.  Al- 
though the  fake  dinosaurs  are  marked 
as  such,  "for  a  museimi  to  knowingly  dis- 
play an  inaccm'ate  dinosaiu-  is  astonish- 
ing," says  Jacobson.  "The  museum  is  a 
place  you  should  be  able  to  get  good, 
honest  information."  Exhibit  sponsor 
Mercedes-Benz,  whose  sport-utility  ve- 
hicle is  featured  in  both  the  movie  and 
the  museum  display,  would  not  comment, 
although  the  American  Museum  of  Nat- 
lu-al  History  defends  the  mix  as  helping 
visitoi-s  "distinguish  fiction  fi'om  reality." 

Museum  purists  may  fnid  they  have  a 
curious  ally:  the  Internal  Revenue  Ser- 
vice. Last  summer,  the  IRS  issued  guide- 
lines that  a  museum  can't  appear  to  be 
advertising  for  its  sponsor — or  the  do- 
nation risks  losing  its  tax-free  status. 
That  should  ease  the  fears  of  those  who 
believe  museums  will  become  ad  gal- 
leries, says  Edwai-d  H.  Able  Jr.,  presi- 
dent of  the  American  Association  of  Mu- 
seums. "Getting  a  little  more  visibility 
for  the  donor  does  not  mean  we  leave 
behind  our  ethics,"  he  says. 

For  all  the  criticism,  museum  goers 
seem  unconcerned.  Justin  Haase  of 
Oradell,  N.J.,  a  recent  Guggenheim  visi- 
tor, shingged  off  the  Hugo  Boss  promo- 
tion. "If  they  need  it  to  stay  open,  it's 
0.  K.,"  he  says.  That  makes  it  unlikely 
the  art  of  the  sale  will  retreat  fi'om  mu- 
seums anytime  soon. 

By  Ellen  Ne'ubonie  in  New  York 


LIABILITY 


CAN  GUNMAKERS 

DISARM  THEIR  ATTACKERS? 

They're  softening  their  hard  line-and  breaking  with  the  NRA 


The  announcement  drew  little  public 
notice.  On  Oct.  6,  executives  ft'om 
Smith  &  Wesson,  Beretta  usA,  and 
six  other  fii'earm  manufacturers  stood 
side  by  side  with  President  Clinton  and 
declared  that  they  had  voluntarily 
pledged  to  install  child  safety  locks  on 
handgims. 

Despite  its  low  profile,  though,  the 
event  was  a  milestone.  The  brief  cere- 
mony in  the  Wliite  House  Rose  Garden 
marked  the  fii'st 
time  gunmakers 
had  ever  acted 
collectively  to 
make  their 
products  safer. 
Indeed,  it  was 

the  fh'st  time  many  of  the  compa- 
nies had  ever  acknowledged  that 
there  was  any  legitimacy  to  con- 
cerns raised  by  their  critics,  says 
Robert  J.  Walker,  president  of  the 
Center  to  Prevent  Handgam  YOirrKQ  I  M^lf 
Violence.  "Five  years  ago,  inlUUtHLUOlV 
there  was  no  indication  that  XhC  fireariTl 
something  like  this  would  .    ,  , 
ever  happen,"  Walker  says.  mullStiy  IS 
"The  [companies]  thought  desperate  tO 
they  had  no  I'ole  in  assming         •  j  fu 
that  theii-  products  were  not  aVOlCl  1116 
misused." 

FISSURE.  The  sudden  will- 
ingness of  gim  manufactur- 
ei-s  to  agi-ee  to  safety  im-        gjg  TobaCCO 


opponents  who  are  beginning  to  copy 
some  strategies  used  by  anti-cigarette 
forces — such  as  suing  for  huge  societa 
damages  and  casting  their  efforts  as 
child  safety  moves — the  gunmakers 
have  decided  to  soften  their  former  op 
position  to  any  for-m  of  regailation.  The 
goal  is  to  avoid  a  legal  landslide  like 
the  one  that  Mt  tobacco  and  to  stave  ofl 
future  restrictions  on  their  products 
Ed  Schultz,  ]3resident  and  ceo  of  Smith 
^.^A       &  Wesson 
Corp.  in 
Springfield 


sort  of  legal 
landslide  that 


pi-ovements  wasn't  the  only 
surprising  thing  about  the  announce- 
ment. It  also  opened  up  the  first-ever 
public  policy  split  between  the  fu'earm 
industry  and  its  longtime  ally,  the  Na- 
tional Rifle  Assn.  Claiming  that  locks 
are  inappropiiate  in  many  situations, 
the  NRA  was  swift  to  criticize  the  gim- 
makers.  "We  beheve  the  matter  of  safe- 
ty devices  is  a  personal  choice,"  and 
that  consumers  should  have  "as  wide  a 
range  of  options  [as  possible]  in  deciding 
what  kind  of  firearms"  to  buy,  says 
Tanya  Metaksa,  the  nka's  chief  lobbyist. 
Even  so,  more  than  20  companies,  i-ep- 
resenting  about  80%  of  the  handgun  in- 
dustry, adopted  the  safety  initiative. 

Has  the  industiy  decided  to  hoist  the 
white  flag?  Hardly.  But  facing  hai'd-core 


Mass.,  says  that,  like  ciga 
rette  makers,  "we  are  being 
depicted  as  an  industry  that  is 
somehow  doing  dark  and  terrible 
tilings."  To  counter  that,  he  says,  the  in 
dustry  "had  better  start  telling  the 
world  what  we  are  doing"  to  promote 
safety. 

As  part  of  the  industry's  new  pubhc 
I'elations  campaign,  gim  manufacturers 
may  find  it  increasingly  necessary  tc 
pait  company  with  the  nra,  says  Ronalc 
Stewart,  president  and  ceo  of  Colt's 
Manufactuiing  Co.  in  West  Hartford 
Conn.  "The  NRA  has  tended  to  get  hun| 
up  on  the  Second  Amendment  and  has 
had  an  emotional  and  jihilosophical  dis- 
agreement with  anything  the  govern' 


94  BUSINESS  WEEK  /  NOVEMBER  10,  1997 


YOU  know  where  you  want  to  take  your  company. 
But  you  need  the  right  stuff  to  get  you  there. 
At  Corporate  Express®,  we  provide  office 
supplies  from  well-known  companies  like  3M. 
We  also  supply  everything  from  furniture  to 
ad  specialties  to  same  day  courier  service.  And 
that  means  you  can  focus  on  your  core  busi- 
ness and  eliminate  hidden  costs  of  purchasing. 

We  partner  with  visionary  companies  like 
3M,  makers  of  3M's  Post-if  Notes,  Post-if  Flags, 
3M  Ergonomic  Products  and  other  essentials 
that  have  changed  offices  everywhere.  Thanks 
to  their  relentless  pursuit  of  innovation,  3M 


has  developed  countless  products  that  are 
recognizable  around  the  world  and  delivered  to 
Corporate  Express  customers  everywhere. 

Visit  our  web  site  at  www.corporate- 
express.com  and  find  out  more  about  the 
custom  solutions  Corporate  Express  has  for 
successful  companies  just  like  yours.  Or  call 
1-800-511-3348  and 
let  us  show  you  how 
Corporate  Express® 
can  become  your 
single  source  for  all 
business  essentials. 


Legal  Affairs 


ment  did  against  fii'eaiins.  It  has  reached 
the  point  where  it  has  tur-ned  a  lot  of 
people  off,"  says  Stewart.  Counters  the 
nra's  Metaksa:  "Their  motivation  is  dif- 
ferent from  oiu's.  The  industry's  plan  of 
action  is  dictated  by  its  outlook  on  the 
economics  of  the  business." 

The  industry's  new  tune  thi-ills  pro- 
ponents of  handgim  control.  Wliile  g:un- 
control  advocates  and  firearm  manufac- 
turers still  disagree  on  nearly  every 
issue,  industry  critics  see  a  chance  to 
make  inroads,  at  least,  on  some  inex- 
pensive safety  regulations  that 
gunmakers  used  to  oppose  au- 
tomatically. For  example,  gun- 
control  advocates  want  manu- 
facturers to  support  laws 
requiring  "loaded-chamber  in- 
dicators." By  telling  users 
when  the  gim  is  ready  to  fii-e, 
these  devices  are  intended  to 
prevent  people  fi'om  injuring 
others  with  gaiiis  that  appear 
to  be  unloaded. 

A  new  surge  in  anti-fii"earm 
activism,  especially  strong  at 
the  state  and  local  levels,  is 
pushing  the  gim  industry  into 
its  new  stance.  On  Nov.  4,  citi- 
zens in  Wasliington  State  wei-e 
to  vote  on  a  hotly  contested 
initiative  that  would  requii'e 
handguns  to  have  triggei-lock 


bay,  state  legislation  director  at  Hand- 
gim  Control  Inc.  But  the  development 
most  threatening  to  the  industry  is 
brewing  in  Philadelphia.  InspLi*ed  by  the 
lawsuits  brought  by  state  attomeys  gen- 
eral against  the  tobacco  industry,  Mayor- 
Edwar'd  G.  Rendell  is  considering  su- 
ing the  handgun  industry  to  r^ecover 
money  spent  treating  shooting  victims. 
At  least  two  other  cities  are  GEORGIA  SHOP: 
also  considering  doing  so,  says  Firearm  sales 
Joshua  Hor-witz,  executive  di-  have  been  sliding 
r'ectoi' of  the  I-'ii'caniis  I.itiga-  fort/ears 


TURNING  UP  THE  HEAT 


Handgun  makers  are  under  attack  from  all  sides 

ing  devices  and  force  owners    in    Southport,  Conn 


dustry  boasts  a  neariy  unbroken  strin 
of  courtroom  victories — much  as  Big  T( 
bacco  once  did — it  is  still  worried  aboi; 
the  liability  thi'eat,  says  Richard  Fek 
man,  executive  director  of  the  Atlantf 
based  American  Shooting  Sports  Coui 
cil.  A  major  r-eason  companies  agr-eed  t 
the  voluntary  child  safety  locks  wa 
"because  it  puts  the  manufacturers  in 
better  position  in  front  of 
jury,"  he  says. 

The  $2  billion  gun  industr 
is  in  no  shape  to  pay  huge  k 
gal  damages.  "We  could  neve 
take  the  kind  of  hit  that  t( 
bacco  could  take  and  survivi 
A  lot  of  companies  are  ver 
marginal  in  their-  staying  pov 
er,"  Feldman  says.  Sales  hav 
been  declining  for  at  least 
decade  and  a  half— except  ft 
one  spurt  ar-ound  1994,  whe 
the  specter  of  the  Brady  bi 
and  the  assault-weapons  ba 
led  consumers  to  load  up 
guns.  Manufacturers  will  se 
about  4  milUon  guns  this  yea 
down  ft'om  5.1  miUion  in  198 
say  industry  experts.  ^ 
REACHING  OUT.  Because  mo;! 
gunmakers  are  private,  finarl 
cial  data  are  hard  to  come  b| 
But  the  perfor-mance  of  pul 
licly  held  Sturm,  Ruger  &  C 


to  obtain  licenses.  As  is  the 
case  with  more  and  more 
handgun-control  efforts,  advo- 
cates ar-e  borrowing  a  page 


CITIES  Inspired  by  the  state  lawsuits  against  the 
tobacco  industry,  Philadelphia  Mayor  Edward  G. 
Rendell  is  considering  suing  gunmakers  for  medical 
expenses  incurred  treating  shooting  victims 


thought  to  be  tyjiical.  Sturm 
firear-m  sales  slid  fr-om  a  hig 
of  $180  milhon  in  1994  to  $14 
million  last  year.  (The  comp; 


fr-om  the  antitobacco  playbook  1   ny  also  has  a  healthy  golf-clu 


and  selling  the  ballot  initiative 
as  a  child-safety  measure. 
TOUGH  TOWNS.  Because  the 
Washington  initiative  is  the 
first  handgun-control  measure 
to  go  before  the  public,  rather 
than  a  legislatur-e,  the  NRA 
fears  it  could  lead  to  copycat 
proposals.  So  it  has  raised  $3 
million  to  defeat  the  ballot  ini- 
tiative— which  was  too  close 
to  call  a  week  before  the  vote. 
But  Washington  State  isn't  the 
only  battlefr-ont.  In  Massachusetts,  At- 
torney General  Scott  Har-shbai-ger  is 
proposing  the  fu-st-ever  state  consumer 
safety  regulations  on  handguns.  Among 
other  things,  they  would  l)an  some  types 
of  "Satur-day  night  specials"  and  require 
child-proofing  features. 

Municipal  activism  is  also  on  the  rise. 
Chicago,  Los  Angeles,  and  San  Diego 
have  all  enacted  or-dinances  r-equiring 
cliild  safet\  locks,  and  M  communities  in 
Califor-nia  li.:ve  banned  the  sale  of  Sat- 
urday night  specials,  says  Joseph  Sud- 


STATES  In  November,  Washington  voters  consider  a 
closely  watched  initiative  that  would  require  handgun 
owners  to  obtain  licenses,  among  other  things.  Massa- 
chusetts is  considering  novel  regulations  requiring  guns 
to  come  with  trigger  locks  and  other  safety  features. 
New  restrictions  are  also  under  consideration  in  Califor- 
nia and  New  Jersey. 

PLAINTIFFS'  LAWYERS  More  than  100  personal-injury 
suits  have  been  filed  against  handgun  makers,  and 
some  are  spearheaded  by  leading  antitobacco  attorneys. 

DATA  BUSINESS  WEEK 


tion  Clearinghouse.  In  August,  six 
fu-earm  executives  and  lobbyists  tried 
to  talk  Rendell  out  of  filing  the  suit, 
which  some  fear  could  cost  millions  to 
defend.  Separ-ately,  the  nra  has  also 
tried  to  dissuade  Rendell  fr-om  proceed- 
ing with  the  case.  Rendell  has  not 
r-eached  a  final  decision. 

Plaintiffs'  lawyer-s,  too,  ar-e  starting  to 
smell  blood.  More  than  100  handgun 
suits  have  been  filed  across  the  country, 
and  some  ar-e  spear-headed  by  leading 
antitobacco  attomeys.  While  the  gun  in- 


di vision.)  "Most  people  are 
this  business  because  the 
love  it,  but  it  is  not  a  bi 
moneymaker-,"  says  David  Tii 
ker,  editor  of  the  biweekl 
Firearms  Business. 

With  no  r-ehef  in  sight,  gur 
makers  believe  they  must  ai 
fast  to  avoid  a  legal  mess  lil 
Big  Tobacco's.  They  plan  f 
continue  r-eaching  out  to  mar 
once  considered  enemies.  "We 
stand  with  anyone  who  stan( 
for  firearm  safety,"  says  Feldma; 
"We've  been  talking  to  congressmen 
both  sides  of  the  aisle.  We've  pr-obab 
never  spoken  to  so  many  Democr-ats 
That's  sure  to  fr-ustrate  Feldman's  coir 
terparts  at  the  nra.  But  as  many  gi 
execs  r-eadily  point  out,  the  NRA  can  a 
ford  to  (h-aw  a  line  in  the  sand.  Its  mer 
ber-s  won't  have  to  pay  if  the  litigatic 
and  regulator-y  dam  breaks. 

By  Mike  France  in  New  York  a% 
William  C.  Symonds  in  Boston,  m\ 
Seanna  Browder  in  Seattle 


96  BUSINf  '  S  WEI     /  NOVEMBER  10.  1997 


DVANCED    Data    Solutions    For    Corporate  Challenges 


Are  you  making  the 
ight  moves  to  achieve 
our  global  objectives? 


lobal  One's  broad  services  portfolio  puts  the  company 
1  a  position  to  become  the  global  company" 

-/DT;.  a  k'atlmg  provider  of  information 
technology'  research,  analysis  and  consulting 


Count  on  Sprint's  global  alliances  to  give  your  company 
unlimited  reach.  We'll  bring  yon  the  technical  expertise 
\'<)ii  need  to  expand  confidcntl)  into  new  markets,  leveraged 
by  our  worldwide  alliance  with  dlobal  One?'  As  the 
world's  largest  provider  oi  global  data  services,  we 
can  easily  connect  all  your  voice,  video  and  data.  Plus, 
we  offer  a  full  range  of  services  to  give  you  a  competitive 
edge,  including  high-speed  Internet  links  across  the 
ocean.  And  you  can  access  all  this  through  a  single 
point  of  contact,  to  connect  you  with  success  on 
a  global  scale,  www.sprint.com/sprintbiz  1-800  •669-4700 


Sprint 


We  help  your  business  do  more  business" 


CLEAN  MANUFACTURING 


WHEN  GREEN 
BEGETS  GREEN 

Ecologically  sound  practices  are  helping  the  bottom  line 


Something  odd  is  liappening  at 
British  Petroleum,  the  world's 
third-largest  oil  company.  Since 
last  May,  bp  ceo  John  Browne 
has  been  publicly  saying  that  global 
wanning  is  indeed  a  real  threat  likely 
caused  by  the  burning  of  oil.  It's  a  mav- 
erick position  in  his  industry,  but 
Browne  says  he  was  convinced  by  an 
authoritative  U.  N.  report  issued  two 
years  ago  linking  carbon-dioxide  emis- 
sions and  rising  global  temperatiu'es. 

Bi'owne  is  not  abandoning  his  com- 
pany's interests.  On  the  eontraiy,  he  fig- 
ures he's  following  the  money.  He  esti- 
mates that  replenishable  energy  sources, 
such  as  solar  power,  could  meet  5%  of 
the  world's  energy  needs  in  20  years 
and  50%  by  2050 — and  BP  should  get  in 
on  the  gi'ound  floor.  The  company  has 
spent  $160  million  developing  solar  en- 
ei-gy  and  has  10%  of  the  world's  solar- 
power  market.  "The  more  we  thought 
about  this,  the  more  we  found  that  we 
could  improve  our  environmental  per- 
formance . . .  and  actually  get  higher  fi- 
nancial returns,"  says  Browne. 
TRUE  BELIEVERS.  Call  it  the  gTcening 
of  the  comei'  office.  Out  there  on  the 
leading  edge  of  the  environmental  move- 
ment, a  handful  of  C'EOs  in  traditionally 
"duty"  industries  have  decided  they  can 
make  more  money  by  embracing  envi- 
ronmental goals  than  by  fighting  them. 
These  executives  believe  that  sustain- 
able businesse.s — those  built  on  renew- 
able materials  and  fuels — pi-esent  a 
tremendous  opportunity  as  the  world 
copes  with  the  environmental  problems 
that  are  the  20th  century's  legacy. 

"The  challenge  of  glolial  sustainability 
could  be  the  biggest  commercial  oppoi'- 
tunity  in  recent  history,"  says  Stuart 
L.  Hart,  management  professor  at  the 
Univei'sity  of  North  Carolina  at  Chapel 
Hill.  "The  levels  of  innovation  and  eco- 
nomic gTOwth  i'ef|uired  will  create  huge 
opportunities  foi'  those  entre):)reneurs 
who  can  envision  it." 

AlthouL'h  it  is  har-dly  a  groundswell, 
there  is  a  growing  number  of  execu- 
tives who  sense  the  opportunities — and 


they  i-un  some  big  companies.  Monsanto 
Chairman  Robert  B.  Shapiro  spun  off 
the  company's  chemical  businesses  in 
September  and  hung  on  to  its  agi'icul- 
ture,  food,  and  pharmaceuticals  units. 
His  theoiy  is  there's  a  brighter  futui'e  in 
meeting  the  world's  nutrition  and  health 
needs  than  there  is  in  plastics.  DuPont 
CEO  John  A.  Krol  is  keeping  chemicals 
but  still  sees  environmental  protection 
as  "the  major  business  opportunity"  at 
the  end  of  the  millennium.  Most  corpo- 
rate environmental  officers  are  hired 
fi'om  outside  the  company,  but  DuPont 
gave  the  job  to  Paul  V.  Tebo,  fonner 
head  of  one  of  its  nylon  divisions,  to 
ensure  the  integi'ation  of  business  and 
environment  strategy.  He  reports  di- 
rectly to  Ivi-ol. 

It's  not  just  pollution-intensive  oil  and 
chemical  companies  that  have  seen  the 
light.  Compaq  Computer  ceo  Eckhard 
Pfeiffer  orderetl  the  I'edesign  of  Ms  com- 
pany's personal  computers  five  years 


NEW  LEAF 


At  DuPont, 
CEO  Krol  is  keeping 
chemicals  but  sees  environmental  protection  as 
the  next  "major  business  opportunity" 


ago  with  an  eye  to  reducing  the  mate- 
rials and  energy  needed  to  produce 
them.  Compaq  has  since  won  major  con- 
tracts in  Eui'ope  and  Australia — in  part 
because  the  computer  maker  met  their 
stringent  environmental  standards. 

Sonoco  Products  Co.,  one  of  the 
world's  biggest  packaging  companies, 
started  taking  its  used  products  off  cus- 
tomers' hands  after  ceo  Charles  W. 
Coker  made  a  dramatic  pledge  in  1990: 
"We  make  it,  we  take  it  back."  The  pol- 
icy is  more  than  a  public-i'elations  gam- 
bit; Customers  love  it,  and  Sonoco  now 
uses  recycled  materials  for  more  than 
two-thirds  of  its  raw-material  needs. 
EaiTiings  and  sales,  meanwhile,  have  all 
continued  to  grow  to  record  levels.  "We 


feel  a  general  responsibility  to  do  tl 
right  thing,"  says  Cokei\  whose  gi"an( 
father  founded  Sonoco.  "But  we're  ah 
finding  some  good  economic  and  con 
petitive  advantages." 

Eco-efficiency,  as  the  move  towai 
greener  business  is  sometimes  calle< 
has  been  a  popular  concept  in  Eurof 
and  Japan  for  several  years,  whei 
tough  regulations  have  forced  comp; 
nies  to  I'oot  out  polluting  processes.  B\ 
consultants  name  only  t>  to  10  big  U 
industrial  companies  that  have  graspc 
the  concept.  It  requires  long-range  v 
sion  and  a  complete  retooling  of  a  con 
pany's  processes.  That's  "really,  real 
hard  to  do,"  warns  Michael  B.  Rjtiowi 
cer,  president  of  bti  Consulting  Group 


I  in 
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LEADING  THE  WAY  TO  EGO-FRIENDLY  PROFITS 

Some  major  manufacturers  have  decided  to  do  more  than  reduce 
waste  and  clean  up  pollution.  They  are  developing  products  and 
processes  that  make  it  profitable  to  be  environmentally  friendly. 

DUPONT  has  co-developed  3GT,  a  bioengineered  polyester  fab- 
ric made  from  cornstarch  that  is  lower  in  cost  than  oil-based 
polyester  and  can  be  recycled  indefinitely 

SONOCO  has  created  a  rectangular  "paper  can"  for 
/  Lipton  Ice  Tea  that  is  70%  recyclable. 


V 


3M  has  developed  a  plastic  coating  for  the 
Navy  to  replace  paint  on  trucks,  ships,  and  in 
trains.  It's  lighter  than  paint — which  leads  '  ' 
to  greater  fuel  efficiency 


S.C.  JOHNSON  reformulated  Raid  roach  killer,  converting 
from  a  solvent-based  to  a  water-based  formula.  

ELECTROLUX'  environmental  products — including  solar-powered 
lawn  mowers,  chain  saws  lubricated  with  vegetable  oil,  and  water- 
saving  washing  machines — generated  3.8%  higher  profits  last  year 
than  the  company's  conventional  products. 

TOYOTA  is  introducing  a  hybrid  car  that 
gets  66  mph  on  a  combination  of  gaso- 
line and  electricity. 

A.  FINKL  &  SONS,  a  Chicago  steel 
forger,  recycles  more  than  95%  of  its  solid  waste  and  has  cut  energy 
use  by  36.4%  over  10  years,  making  it  one  of  the  most  efficient 

forgers  in  the  world. 

BRITISH  PHROLEUM  has  invested  $160 
million  in  developing  solar  energy  and 
is  building  a  completely  solar-powered 
Olympic  village  for  the  1998  Summer 
Games  in  Australia. 


n.  "You  have  to  cross  just  about 
political  and  business  boundary 
is  in  an  organization." 
helps  that  most  employees  would 
•  to  do  good  rather  than  bad.  Be- 
sp's  Browne  changed  dii'ection  on 
waiTning,  he  did  an  informal  siu*- 
f  the  staff  and  learned  they  were 
ihead  of  him.  "They  are  a  pretty 
representative  set — they  just  hap- 
0  work  for  an  oil  company,"  says 
ne.  "We  concluded  they  wanted  to 
oud  of  what  bp  is  doing."  But  the 
mies  that  have  been  most  effective 
plementing  a  successful  environ- 
il  strategy  are  those  with  a  strong 
litment  fi-om  the  top.  "These  CEOs 
to  tiTjly  believe  that  this  is  an  im- 
at  opportunity  for  their  company," 
Hart.  "They  have  to  absolutely  be- 
this  in  theii"  heait  and  in  theii"  gut." 
long  the  true  believers  are  S.  C. 
on  &  Son  ChauTTian  Samuel  John- 
M  Chairman  Livio  DeSimone,  Dow 


Chemical  Chau-man  Frank  Popoff,  Wey- 
erhaeuser Chairman  George  Weyer- 
haeuser, and  Interface  ceo  Ray  Ander- 
son. "Environmental  considerations  for 
these  companies  have  become  a  funda- 
mental part  of  their  business  strategy," 
says  Gilbert  S.  Hedstrom,  managing  di- 
rectoi-  for  Arthur  D.  Little  Inc.'s  envi- 
ronmental consulting  practice.  "They're 
saying  'Don't  just  green  your  compa- 
ny— commercialize  environmentalism.' " 
LONG  JOURNEY.  These  business  leaders 
didn't  just  wake  up  one  day  and  decide 
to  hug  a  tree.  Their  companies  started 
addressing  their  own  waste  and  pollu- 
tion back  in  the  1970s  and  1980s— often 
under  government  mandate.  They've 
spent  millions  reducing  toxic  runoffs, 
air  pollution,  and  solid  wastes.  In  the 
process,  they  realized  that  cutting  pol- 
lution can  actually  improve  productivity. 

3M's  Pollution  Prevention  Pays  pro- 
gi'am,  launched  in  1975,  was  one  of  the 
first  corporate-wide  efforts  to  avoid 


waste  from  the  start  rather  than  clean 
it  up  later.  To  date,  oM  has  eliminated 
more  than  1..5  billion  pounds  of  aii\  land, 
and  water  pollution,  for  a  total  cost  sav- 
ings of  .$790  million.  That  kind  of  payoff 
spurs  innovations  that  in  turn  create 
new  opportunities.  Caterpillar  Inc.,  for 
example,  wanted  to  reduce  the  amount 
of  paint  sludge  it  was  sending  to  land- 
fills ft'om  its  tractor  factory  in  Missis- 
sippi. The  engineers  cut  the  volume  of 
waste  by  removing  the  liquid,  and  then 
started  thinking  about  a  use  for  the 
leftover  powder  In  1996  they  came  up 
with  a  way  to  turn  the  powder  into 
paint.  "That  process  ended  up  being 
much  more  important  than  what  was 
sent  to  the  landfills,"  says  a  company 
spokeswoman. 

Perhaps  no  ceo  has  embraced  eco-ef- 
ficiency  as  much  as  Ray  Andei-son.  He 
founded  Atlanta-based  Interface,  the 
largest  maker  of  commercial  carpeting, 
in  1973.  But  he  paid  little  attention  to 
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HOW  TO  HANDLE  FIFTY  MILLION 
UNEXPECTED  GUESTS. 

The  only  thing  faster  than  word-ol-mouth  advertising  is  word-of-e-niail 
advertising.  A  positive  reputation  in  eyherspace  can  hring  you  milhons  ol  new 
customers;  a  bad  rap  spreads  ill  will  at  the  speed  of  light. 

When  you  start  sending  millions  of  customers  at  a  time  to  your  Web  site  to 
do  more  than  browse,  you  have  to  be  concerned  about  the  quality  of  their  experience. 
Too  much  demand,  and  the  perlorniance  ol  your  Web  site  can  slow  to  an  annoying 
crawl  (this  is  bad).  Way  too  much  demand,  and  users  wont  be  able  to  connect  at  all 
(this  is  terrible),  e-business,  alter  all.  is  al)out  interactivity  -  buying,  selling,  customer 
service,  etc.  -  and  if  customers  can't  gvt  through,  they  cant  interact. 

This  is  why  scalability  is  a  nuijdr  issue  lor  any  business  tbitdving  seriously 
about  becoming  an  e-business.  Scalal)ility  is  sim[)ly  the  ability  to  easily  increase  the 
capacity  of  your  Web  site -to  handle  more  visitors  or  unexpected  spikes  in  volume 

IBM  designs  scalal)ility  into  all  our  Web  technology  -  hardware  and  soltware. 
So  if  your  site  gets  100  million  hits  when  you  expected  only  5t)  million,  you  can  adapl 
quicldy.  As  weVe  done  with  some  ol  history  s  most  heavily  trallicked  Web  sites:  the 
1996  Atlanta  Olympic  Games  (bS*)  million  hits/17  days):  the  ILS.  Open  Tennis 
Championships  (70  million  hits/14  days)  and  Deep  Blue  (74  million  hits/*^  days). 

Scalability  is  just  on<'  e-business  problem  we  can  h(4p  you  solve.  We've 
helped  thousands  of  businesses  move  their  core  processes  to  the  Web  to  1ow(m-  costs, 
improve  customer  service  and  actually  sell  things.  To  keep  up  witb  the  latest  IBM 
solutions,  boolvmark  w  ww.ibm.com/e-business.  Or  call  us  at  1  800  IBM  7080,  ext.  NC33. 


Solutions  lor  a  small  planet 


Environment 


the  environment  until  August,  1994, 
when  he  was  asked  to  sj^eak  to  the  com- 
pany's recycling  committee.  "I  realized  I 
had  no  idea  what  to  say,"  he  admits. 
Then  age  60,  he  was  looking  for  a  vision 
for  his  company's  future.  By  coincidence, 
he  was  given  a  book  by  envii'onmentalist 
businessman  Paul  Hawken,  Tlie  Ecology 
of  Conitnerce,  and  Anderson  had  an 
epiphany:  "I  felt  the  conviction  that  we 
are  part  of  the  problem,  and  the  problem 
is  huge,  and  that  business  and  industry 
has  to  take  the  lead  in  leading  the  earth 
away  from  the  abyss." 

It  took  Anderson  an  entire  year  to 
convince  the  rest  of  his  company  that 
Interface  could  still  make  money  while 
saving  the  earth.  His  goal  is  to  create 
zero  waste  and  consume  zero  oil  while 
making  a  healthy  profit.  Interface  em- 
ployees examinetl  eveiy  process  for  po- 
tential envii-onmental  savings.  They  de- 
veloped a  way  to  make  carpet  using 
10%  less  nylon  and  pressured  suppliers 
to  come  up  with  greener  processes.  So 
far  Anderson's  "drive  to  zero"  has  re- 
sulted in  cost  savings  of  $25  million. 
Even  better,  it's  attracting  customers — 
arx'hitects  like  doing  business  with  an 
environmentally  friendly  supplier.  In- 
teiface's  profits  rose  -MV/f  last  year  and 
revenues  25%,  to  a  record  $1  billion. 

Anderson's  latest  innovation  is  an 


MAVERICK 


"Evergreen  Lease,"  with  building  own- 
ers renting  cai'pet  rather  than  buying  it. 
Interface  is  responsible  for  maintaining, 
replacing,  carting  away,  and  recycling 
carpet  tiles  as  they  wear  out.  "We  had 
to  radically  redefine  our  mission,"  says 
James  E.  Haitzfeld,  Interface's  reseai'ch 
head.  The  new  mission:  Interface  sells 
services,  not  products.  "Durable  goods 
are  really  just  valued  for  the  service 
they  deliver,"  says  Hartzfeld.  "No  one 
wakes  up  in  the  morning  and  says:  'I 
want  to  own  a  piece  of  nylon.' " 

Anderson's  entrepreneurial  bent  has 
led  him  to  become  an  environmental 
evangelist — he  was  named  co-chairman 
of  the  Pi-esident's  CouncU  on  Sustainable 
Development  this  year.  Most  of  the 
gi"een  CEos,  however,  are  cut 
fi"om  more  conservative  coi'po- 
rate  cloth.  DuPont's  Kj-oI,  for 
example,  took  over  as  cko  in 
1995  after  spending  his  entire 
career  at  the  company,  one  of 
the  world's  worst  polluters. 
That,  he  says,  is  one  reason 
DuPont  is  eager  to  embrace  a 
cleaner  fiitiu-e.  The  chemical  in- 
dustry was  hit  with  a  toi  rent 
of  regulations  in  the  1980s  and 
had  little  choice  but  to  clean 
up  its  act. 

Kj'oI's  predecessor  as  OKu, 


DRIVEN 


Anderson's 
Interface  rents  out 
carpet,  then  replaces 
and  recycles  the  tiles 

Edgar  S.  Woolard,  started  the  change 
DuPont,  setting  an  idealistic  goal  of  ze 
waste,  zei'o  emissions,  and  zero  inciden 
Employees  rose  to  the  challenge:  DuPo 
has  reduced  toxic  releases  by  74%  sin 
1987,  halved  its  landfill  waste,  and  c  i 
its  $1  billion-a-year  waste-treatment  if 
by  $200  million.  "About  three  to  fo 
years  ago,  oiu-  people  began  to  see  t 
benefits — that  it  went  dii'ectly  to  the  b( 
tom  line,"  says  I<j'ol.  A  second  wave 
innovation  was  unleashed  as  DuPonte 
started  creating  gi'een  products. 
BY  THE  THIMBLEFUL.  DuPont's  agrici 
tural  division,  for  example,  came 
with  a  new  line  of  biodegi-adable  herl 
cides  that  farmers  measure  out  by  t 
thimbleful  rather  than  the  barrel, 
lowing  up  to  a  hundredfold  reducti 
in  herbicides  per  acre.  Fu'st  introduc 
in  1982,  these  less  toxic  products  ha 
been  developed  for  23  different  croj 
and  their  use  has  lessened  by  8%  t 
annual  amount  of  herbicides  appli 
worldwide.  Ki'ol  sees  a  direct  corre' 
tion:  In  that  period,  DuPont  rose  frc 
the  No.  7  herbicide  maker  to  No.  2 

But  the  biggest  opportunities  f 
DuPont  may  come  fi-om  leaving  chemic; 
behind.  With  bioengineering,  DuPo 
hopes  to  create  pi'oducts  fi-om  renewal 
mateiials,  such  as  plants,  rather  than  ft 
sil  fuels.  In  partnership  with  Genenc 
Intel-national  Inc.,  DuPont  recently  i 
troduced  a  new  polyester  called  3(;t  tha 
made  from  cornstarch  rathei-  than  oil. 

It's  easy  to  gi-asp  the  advantages  ol 


Oil  e  rec  Browne  now  believes 
that  global  warming  poses  a  real  threat 
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Mow  that  FedEx®  and  UPS®  have  moved  to  zope-based  pricing,  Priority  Mail™  makes  more  sense  than  ever. 
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The  new  Chrysler  Town  &  Country  LXi  offers  a  whole  new 
level  of  luxury.  To  begin  with,  it  was  designed  to  pamper 
seven.  Inside,  you'll  find  such  luxurious  amenities  as  leather- 
trimmed  seating.  Dual  Zone  Temperature  Controls  and  an 


acoustically  tailored  10-speaker  200-watt  audio  sy  (Jqi 
And  here's  one  that's  certain  to  spoil  you;  Town  &  Cc 
IS  now  available  with  personalized  heated  front  sealmyc 
this,  plus  an  even  more  refined  design,  makes  thtj  (5^^ 


own  &  Country  a  most  uncommon 
Iress.  To  find  out  more,  simply  call 
VSLER  or  visit  vvww.chryslercars.com. 
!ry  happy  to  give  you  a  walk-through. 


Environment 


polyester  that's  cheaper  to  make  and 
cleaner  to  produce.  But  the  benefits  of 
eco-efficiency  aren't  always  simple  to 
quantify.  Installing  new  production 
equipment  is  expensive,  even  if  it  does 
produce  less  waste,  and  reclaiming 
waste  canies  its  own  costs.  Consultants 
warn  that  companies  cannot  look  for  an 
immediate  payoff  or  conduct  traditional 
cost-benefit  analysis.  A.  Finkl  &  Sons 
Co.,  a  Chicago-based  steel  forger  often 
lauded  for  clean  manufacturing,  doesn't 
even  bother  calculating  environmental 
savings.  "We  don't  want  to  spend  two 
months  having  employees  figure  out  our 


spending  payback,"  says  Finkl  Pi'esi- 
dent  Biiice  Liimatainen.  "We  just  know 
it  is  right  for  our  business." 

One  hard-to-measure  payback  is  the 
advantage  of  a  gi-een  reputation.  "If  we 
only  offei-  a  price  and  technology  ad- 
vantage, this  maybe  is  something  that 
won't  last  forever,"  says  Hans  W. 
Gutsch,  Compaq's  senior  vice-president 
for  the  environment.  "But  if  we  do  a 
number  of  things  right  and  have  world 
leadership,  then  it's  difficult  for  com- 
petitors to  chase  us."  Gutsch  notes  that 
many  lai"ge  corporate  customei-s,  such  as 
Swiss  Bank  Corp.,  require  their  com- 


puters to  be  certified  as  energy  eff 
cient  and  their  suppUers  to  documei 
environmental-management  processes 

Customer  pressure  combined  with| 
drive  to  cut  costs  will  inevitably  pu.^ 
other  CEOS  to  consider  eco-efficienCi 
say  consultants.  "More  and  more  con 
panies  are  beginning  to  realize  that 
simply  costs  too  much  to  keep  pollu 
ing,"  says  bti's  Rynowecer.  It  seems 
is  possible  to  do  well  by  doing  good. 

Bij  Catherine  Arnst  in  New  Yor\ 
with  Stanley  Reed  in  London,  Gai^ 
McWilliams  in  Houston,  and  De'Ar 
Weimer  iyi  Chicago 


'A  SOCIETY  THAT  REUSES  ALMOST  EVERYTHING' 


Corporate  America's  tra- 
ditional response  to  pol- 
lution concerns  and 
regulations  has  been  to 
clean  up  the  mess  that 
spews  from  smokestacks 
and  waste  pipes.  More  than 
two-thirds  of  the  billions  of 
dollars  industry  spends  on 
the  environment  goes  for 
such  costly  "end-of-pipe" 
controls. 

Now,  some  companies  are 
adopting  a  more  sophisticat- 
ed approach.  They  are  con- 
sidering the  environmental 
impact  of  products  and  ser- 
vices over  their  entire  Ufe- 
times.  That  might  mean  us- 
ing  one  industry's  dross  as  another's 
raw  material — such  as  tiu*ning  pow- 
ei-plant  ash  into  gypsum  board.  Or  it 
might  mean  redesigning  products  to 
make  them  easier  to  reuse,  recycle, 
or  incinerate.  Or  substituting  cleaner 
technologies,  such  as  telecommuting 
for  car  travel.  "One  can  imagine  a 
society  that  reuses  almost  every- 
thing," says  Jesse  H.  Ausubel,  direc- 
tor of  the  human  envii'onment  pro- 
gram at  Rockefeller  University. 
ELUSIVE  SAVINGS.  The  approach  is 
called  "industrial  ecology,"  and  some 
companies  are  begirming  to  find  that 
it  makes  sense.  At  an  innovative  site 
in  Kalundborg,  Denmark,  four  indus- 
trial facilities — an  oil  i-efinery,  a  coal 
power  plant,  a  gypsum  wallboard  fac- 
tory, and  a  pharmaceutical  plant — 
pass  energy,  wastewater,  and  some 
products  back  and  forth,  says  Massa- 
chusetts Institute  of  Technology  re- 
searcher John  R.  Ehrenfeld.  In  the 
U.  S.,  Ford  Motor  Co.  began  a  pro- 


RECYCLED:  Xerox  print  cartridges  can  be  mailed  back 


gram  to  recycle  plastic  bumpers  into 
tailhght  housings  and  new  bump- 
ers— saving  money  in  the  process. 

Perhaps  the  best  example  of  in- 
dustrial ecology  in  action  is  Xerox 
Corp.  In  the  early  1990s,  copiers 
coming  off  lease  were  piling  up  in  its 
warehouses.  Several  European  coun- 
tries were  floating  proposals,  some 
later  enacted  into  law,  to  require 
companies  to  take  back  packaging 
and  discarded  products.  And  archii- 
val  Canon  Inc.  began  recycUng  toner 
cartridges. 

Xerox  responded  with  an  "asset 
recycle  management"  plan  to  cut  fac- 
tory waste  and  reuse  or  recycle  more 
parts.  Engineers  now  design  copiers 
to  last  longer  and  use  more  parts  in 
common.  Designers  have  cut  the 
number  of  chemicals  they  use  fi-om 
500  to  .50  to  facilitate  recycling.  Print 
and  toner  cartridges  come  with  pre- 
paid retur-n  labels,  boosting  reuse 
rates  to  as  much  as  60%.  The  elTort 


saves  Xerox  more  than  $200 
million  a  year,  estimates  Pa- 
tricia A.  Calkins,  manager  of 
environmental  products  and 
technology. 

Often,  however,  savings 
are  more  elusive.  Germany's 
BMW  is  a  leader  in  designing 
cars  that  can  be  easily  disas- 
sembled and  recycled.  But 
so  far,  the  costs  of  collecting 
and  disposing  of  the  non- 
metal  parts  of  discarded 
cars  outweigh  the  benefits, 
executives  say.  In  the  U.  S., 
IBM  pr-omotes  eco-friendly 
products,  such  as  its  ramac 
disk  drives,  made  with  less 
energy  and  fewer  materials. 
But  the  recycled  plastics  that  are 
used  to  make  them  cost  more  than 
virgin  materials.  Tui'ning  eco-friendli- 
ness  into  a  cost  advantage  "will  be 
the  next  big  step,"  concedes  Diana  J. 
Bendz,  IBM's  director  of  environmen- 
tally conscious  pr-oducts. 
COMPUTER  DILEMMA.  Another  chal- 
lenge is  figuring  out  the  best  eco- 
fiiendly  strategy.  Is  it  better  to  recycle 
obsolete  computers  or  to  dump  them 
and  save  on  energy  and  transporta- 
tion costs?  Researchers  don't  always 
have  the  answers.  Indeed,  academics 
still  argue  about  whether  paper  or 
plastic  gr'ocery  bags  ar-e  "greener." 

But  few  doubt  that  there  is  plenty 
of  room  for  improvement.  Right  now, 
estimates  Rockefeller"'s  Ausubel,  the 
U.  S.  and  other  developed  nations 
use  materials  and  energy  with  only 
5%  efficiency.  With  innovative  indus- 
trial ecology  measur-es,  that  percent- 
age could  be  boosted  dramatically. 

By  John  Carey  in  Washington 
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)cial  Issues 


LTH  CARE 

)W  GOOD 
YOUR  HMO? 

e  employers  offer  ratings 
edical  plans  and  doctors 

ost  Americans  still  pick  their 
health  plan  based  on  what's  cheap- 
est— and  doctor  based  on  friends' 
imendations.  As  they  ponder  their 
d  enrollment  decisions  this  fall, 
h,  GTE  workers  will  get  ratings  of 
health  plans'  medical  and  surgical 
For  several  years,  Xerox  Corp. 
)yees  have  received  reams  of  data 
aring  everything  from  doctors' 
ver  rates  to  the  availability  of  pre- 
/e  care  such  as  tests  for  cei-vical 
r. 

ih  rating  systems,  while  expensive 
oduce,  still  are  rudimentary.  But 
data  gradually  are  bringing  con- 
rism  to  health  care.  As  employers 
3n  to  workers  more  of  the  respon- 
y  for  choosing — and  paying  for — 
age,  they're  also  starting  to  pro- 
tools  that,  someday,  could  allow 
3  to  pick  doctors  and  hospitals  with 
uch  information  as  they  have  on 
Says  Helen  Darling,  Xerox'  bene- 
lief:  "It's  a  life-shaping  choice,  and 
e  need  to  take  it  seriously." 
DECISIONS.  For  years,  few  folks 
Only  17%  of  employees  spend 
than  an  hour  reviewing  health- 
3m-ollment  materials,  according  to  a 
y  by  California's  PacifiCare  Health 
ms  Inc.  and  Yankelovich  Partners 
liver  since  employers  began  fimd- 
ealth  insurance  after  World  War 
itients  have  sought  care  with  little 
d  to  cost  and  with  almost  no  in- 
ition  on  quality. 

'ormed  consumers,  experts  beUeve, 
ower  health  costs  and  improve 
ty — as  they  have  in  Cleveland, 
e  an  employer  gi-oup  has  released 
ility  data  from  27  hospitals  since 

In  those  four  years,  death  rates 

dropped  for  such  conditions  as 
monia  and  heart  disease,  analysts 

because  low-ranking  providers 
nbled  to  improve  practices  after 
were  exposed  to  market  forces, 
at's  why  the  Pacific  Business  Group 
ealth  has  started  a  Web  site  with 
arative  data  on  50  groups  of  Cali- 
a  doctors,  ranked  by  patient  satis- 
)n  and  their  records  in  preventive 

The  National  Committee  for  Qual- 


ity Assurance,  an  independent  nonprof- 
it gi'oup  set  up  in  1990,  has  released 
its  third  and  most  comprehensive  mea- 
sures of  health-plan  quality.  And  the 
U.  S.  Health  Care  Financing  Adminis- 
tration (hcfa),  which  runs  Medicare, 
plans  to  distribute  such  data  on  350 
plans  by  yearend.  "We  want  plans  to 
compete  on  quality.  If  that's  to  happen, 
consumers  need  to  have  meaningful  in- 
formation to  choose  value  and  service," 
says  Bruce  M.  Fried,  hcfa's  director  of 
managed  care. 

Health  plans,  meanwhile,  see  provid- 
ing easy-to-use  data  on  quahty  as  a  way 
of  setting  themselves  apart  from  the 
pack.  That's  why  Aetna/U.  S.  Health- 


A  HEALTHY  TREND 


New  data  are  helping  patients 
evaluate  their  options  for  care 

BUSINESS  A  California  employer 
group  ranks  doctors'  offices  on 
patient  satisfaction  and  preventive 
care.  A  Twin  Cities  group  operates 
public  kiosks  with  health-plan  data. 

STATES  Maryland  releases  "report 
cards"  on  HMOs,  based  on  patient 
surveys  and  plan  data.  Patients  can 
find  out,  for  instance,  whether  plans 
give  eye  exams  to  diabetes  patients. 

MEDICARE  By  yearend,  Medicare  will 
release  dozens  of  comparative  mea- 
sures on  HMOs,  includmg  the  propor- 
tion of  seniors  screened  for  colon  can- 
cer and  treated  appropriately  for  heart 
disease,  stroke,  and  diabetes. 

DATA:  BUSINESS  WEEK 


care  and  cigna,  among  others,  are  step- 
ping up  investments  in  information  sys- 
tems. Aetna  alone  has  quadrupled  in 
two  years  the  number  of  employees  de- 
veloping measures  of  care  quality. 
HARD  TO  DIGEST.  Much  of  this  data  can 
overwhelm  consumers.  Take  perfor- 
mance measures  that  Maryland  has  re- 
leased on  15  plans.  Patients  rated  one 
health-maintenance  organization  as  be- 
low average  for  "thoroughness  of  treat- 
ment" yet  above  average  in  "receiving 
necessary  care."  Says  Judith  H.  Hib- 
bard,  a  health-policy  professor  at  the 
University  of  Oregon:  "We're  just  be- 
ginning to  figure  out  how  to  make  all 
this  infonnation  more  digestible." 

And  while  employer  groups  and 
health  plans  have  assessed  preventive 
medicine  and  patient  satisfaction,  data 
on  actual  outcomes — recovery  time,  say, 
or  a  patient's  ensuing  quality  of  life — are 
still  several  years  away.  "None  of  the 
[existing  infonnation]  tells  you:  Will  you 
come  out  alive  if  you  have  sui'gery?" 
says  Dr  Mark  W.  Legnini,  associate  di- 
rector of  the  Center  for  Studying 
Health  Care  Change  in  Washington. 

Indeed,  J.  C.  Permey  Co.  collects  vol- 
umes of  data  on  its  health  plans  but 
supplies  most  employees  only  short 
summaries  of  which  insurers  are  ac- 
credited and  how  they're  rated  in  pa- 
tient surveys.  Workers  can't  be  expect- 
ed to  make  sense  of  more  technical 
detail,  says  Donna  Graebner,  the  retail- 
er's project  manager  for  health  care. 
That's  the  challenge  now — to  turn  cred- 
ible, ever-more-complex  medical  data 
into  reports  that  patients  can  grasp. 

By  Susan  B.  Garland  in  Washington, 
with  Keith  H.  Hammonds  in  New  York 
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LVMH:  LIFE  ISN'T  ALL 
CHAMPAGNE  AND  CAVIAR 

Asia's  slump  and  a  raft  of  other  woes  are  bedeviling  the  luxury-goods  maker 


French  luxiuy-goods  inogiil  Bernard 
Arnault  is  not  accustomed  to  de- 
feat. Since  he  made  a  successful 
I'un  for  an  aiUng  textile  company 
that  included  fashion  design  house 
Chi-istian  Dior  in  1984.  .Arnault  has  used 
surprise  takeover  tactics  anrl  financial 
acumen  to  build  an  $8  billion  global 
powerhouse,  selling  evei-ything  from 
Louis  Vuitton  luggage  and  Christian 
Dior  perfumes  to  Moet  &  Chandon 
champagne  and  Hennessy  cognac.  But 
recently,  the  49-year-old  president  of 
LVMH  Moet  Hennessy  Louis  Vuitton  has 
suffered  a  surprising  series  of  setbacks. 

LVMH,  the  worL'-  biggest  purveyor 
of  luxury  goods,  has  been  slammed  by 
problems  in  Asian  markets,  vi^here  the 


company  genei-ates  45%  of  its  sales.  Ar- 
nault's  .$2.6  billion  purchase  last  year  of 
a  61%  stake  in  dfs  Group  Ltd. — includ- 
ing 180  duty-free  boutiques  in  Asia — is 
looking  ill-timed  at  best,  dfs  profits  fell 
50%'  in  the  fii'st  six  months  of  1997,  and 
analysts  expect  that  the  chain's  poor 
results  will  hold  down  the  gToujj's  prof- 
it gi'owth  (chart,  page  110). 

Asian  market  jitters,  plus  a  failed  at- 
tempt to  spoil  the  $36  billion  merger  of 
beverage  rivals  Guinness  PLC  and  Grand 
Metropolitan  PLC,  have  sent  lvmh's 
stock  tumbling  38%  since  its  July  high 
of  $281,  wiping  out  some  $9.3  billion  in 
mar-ket  capitalization.  That's  not  all.  Ai- 
nault's  perfume  business  is  faltering, 
and  cognac  sales  are  slumping  in  Japan, 


a  ciTJcial  market  that  accounts  for  neai 
ly  20%  of  sales.  Finally,  insiders  say 
management  reign  of  terror  has  pun( 
tured  corporate  morale. 

Although  Arnault  is  feeling  the  hea 
no  one  is  counting  liim  out  of  the  gam( 
Analysts  say  his  strategy  of  targetin 
emerging  markets,  where  a  growin 
population  of  nouveaux  riches  likes  t 
flaunt  its  wealth,  will  pay  off  in  the  Ion 
run.  "Asia  will  come  back.  It  will  be 
phenomenal  source  of  growth  for  year 
to  come,"  says  Edouard  de  Boisgelii 
an  analyst  at  Merrill  Lynch  Global  S( 
curities  in  London.  Market  experts  als 
approve  of  Arnault's  insistence  on  owr 
ing  his  distribution  channels,  to  protec 
his  brands'  image.  And  although  mot 
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Some  question  whether  Arnault  is  overextended:  ''He  ha 
made  a  lot  of  acquisitions.  It's  time  to  digest  them" 


agi'ee  that  he  paid  too  much  for  dfs, 
they  say  that  buying  the  world's  biggest 
hixury-goods  distributor  was  strategi- 
cally smart. 

Still,  Ai-nault  faces  a  rough  ride  in 
1997.  Strip  away  acquisitions  and  for- 
eign-exchange effects,  and  lvmh's  sales 
gi'owth  forecast  for  the  year  is  an  un- 
dei-whelming  5%.  Pi'ofit  margins  are  also 
sliding,  and  investors  are  beginning  to 
wonder  whether  Arnault  has  a  clear 
plan  to  fuel  future  gr'owth. 
FINE  LINE.  Indeed,  some  question 
whether  the  ace  financier  has  become 
overextended  as  he  stniggles  to  manage 
an  expanding  empire.  Besides  dfs,  Aj*- 
nault  snapped  up  French  beauty-goods 
retailer  Sephora  for  $267  million  in  July. 
Then,  in  September,  he  took  a  30% 
stake  in  Douglas  International,  a  Ger- 
man beauty-goods  retailer  that  has  190 
shops  in  Europe  and  the  U.  S.  Last 
year,  Arnault  added  fashion-  and 
leather-goods  makers  Celine  and  Loewe 
to  lvmh's  portfolio  and  took  a  majority 
stake  in  the  Chateau  d'Yquem  winery. 
Now,  he  must  walk  a  fine  line  between 
protecting  his  products'  ex- 
clusive aura  and  offeiing  lux- 
ury for  the  masses.  "He  has 
to  be  careful  not  to  become  a 
retailer  and  forget  about  the 
products,"  says  analyst  John 
Wakely  of  Lehman  Brothers 
Inc.  in  London. 

Arnault  also  needs  to  ease 
the  strain  on  lvmh's  balance 
sheet.  After  his  $8  bilUon-plus 
acquisition  spree  of  the  last 
18  months,  the  company's 
debt-tn-equity  ratio  is  at  61%. 
"He  has  made  a  lot  of  acqui- 
sitions. It's  time  to  digest  them,"  says 
Nicolas  Baudouin  of  Standard  &  Poor's 
in  Paris. 

Insiders  say  the  company  also  suf- 
fers ft"om  severe  management  problems. 
Over  the  past  two  years,  Amault  has 
fired  many  longtime  managers,  replacing 
them  with  marketing  executives  from 
Procter  &  Gamble,  Unilever,  and  Orang- 
ina.  The  logic  is  to  help  cai-ve  out  new 
global  markets.  But  'the  management  of 
human  resources  is  disastrous.  People 
are  teiToraed,"  says  one  French  analyst. 

Low  morale  won't  make  it  any  easi- 
er to  get  lvmh's  giTjwth  back  on  track. 
Besides  turning  around  dfs  in  Asia, 
Arnault  needs  to  rethink  the  perfume 
business,  where  product  life  cycles  are 


getting  shorter,  margins  are  shrinking, 
and  competition  from  mass  marketers 
and  luxury  rivals  is  exploding.  This 
year,  Arnault  slashed  the  number  of 
retail  outlets  for  Christian  Dior  per- 
fumes because  overdistribution  and  dis- 
counting were  hurting  the  brand's  im- 
age. But  the  move  cut  sales  volume 
and  profits.  "The 
perfumes  business  is 
the  biggest  question 
mark,  longer-term," 
says  Lehman  Broth- 
ers' Wakely.  Arnault 
is  hoping  that  his  ac- 
quisition of  Sephora, 
which  owns  8%  of 
France's  perfume  re- 
tailing market,  will 
give  him  more  con- 
trol over  perfume 
and  cosmetics  distri- 
bution. 

Another  trouble 
zone  for  Arnault  is 
the  slow-gi'owth  wine 
and  spirits  business. 


stmctionist  efforts,  Ai'nault  on  Oc 
walked  away  from  negotiations  with 
$400  million  payoff,  11%  of  the  nev 
merged  company,  and  a  seat  on 
board  of  directors.  Analysts  say  tl 
despite  the  strategic  failure,  Arnai 
will  eventually  make  another  atten 
to  fuse  his  drinks  business  with 


LVMH  IS  BUYING 
GROWTH... 


...BUT  ITS  PROFITS 
ARE  SLIPPING 


HARD  DRIVER:  Amault  is 

said  to  terrorize  manager: 
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where  he  lost  a  five-month  battle  to 
prevent  the  merger  of  rivals  Guinness 
and  Grand  Met.  Amault  had  countered 
this  summer  with  a  proposal  for  a  thi"ee- 
way  merger,  to  foiTn  the  world's  largest 
wine  and  spirits  company,  in  which  he 
demanded  a  35%  stake.  He  also  wanted 
to  demerge  the  proposed  new  company's 
beer  and  foods  businesses.  Arnault 
spent  $2.8  billion  to  raise  lvmh's  stake  in 
Grand  Met  to  11%,  buying  himself  the 
right  to  call  an  extraordinary  share- 
holders' meeting.  But  he  failed  to  con- 
vince Guinness  and  Grand  Met  share- 
holders that  his  three-way  tie-up  would 
create  more  value. 

The  outcome  wasn't  completely  neg- 
ative. In  exchange  for  ending  his  ob- 


Guinness  and  Grand  IVt 
brands,  then  demerge  te 
foods  businesses. 

For  the  present,  the  fl; 
ship  Louis  Vuitton  lugga; 
and  leather-goods  line  a 
champagne  are  buoying  vsir 
In  the  first  nine  months 
1997,  Louis  Vuitton's  sa 
were  up  more  than  20 
thanks  to  the  launch  of  n  v 
shops  and  an  expanded  he 
of  luggage  and  leather  goods.  Two-thiiiE 
of  Louis  Vuitton's  $1  billion  in  annld 
sales  come  from  Asia,  where  Arnait 
is  expanding  shops  in  places  such  s 
Guam  and  Taiwan. 

Arnault's  talent  for  multiplying  1e 
sales  of  his  brand-name  luxury  gois 
has  defied  skeptics  in  the  past.  "Ni'.t 
year  is  not  likely  to  be  brilliant,  but  is 
strategy  is  clearly  for  the  long  ten" 
says  Dermott  Carr,  analyst  at  Nilio 
Securities  International  in  London.  I  t 
with  so  many  eggs  in  the  Asian  hr 
ket,  Arnault  isn't  likely  to  feel  likta 
winner  again  for  a  while. 

Bij  Gail  Ednwndson,  with  Sham 
Reier,  in  Pa  ris,  and  Julia  Flynn  n 
London 
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If  walls  like  these 
can  come  down^ 
surely  the  ones 

between 
engineering  and 
marketing  can. 


(  Berlin  Wall  ">ca  1383 


One  company's  research 
engineers  must  make  their 
findings  readily  available 
to  design,  manufacturing  and 
marketing  departments  in 
scores  of  subsidiary  companies 
on  four  continents. 

Another  company's  insur- 
ance brokers  need  to  send 
and  receive  instant  desktop 
information  back  and  forth, 
day  after  day,  among  dozens 
of  insurance  carriers 
nationwide. 

The  largest  nation  in  the 
world  desires  no  less  than 
global  connectivity,  bringing  its  govern- 
ments and  businesses  together 
electronically  with  the  rest  of  the  globe. 

Each  of  these  enterprises  has  over- 
come longstanding  barriers  with  the  help 
of  Control  Data.  Through  a  series  of  IT 
solutions  we  call  Rialto,  we've  helped 
these  and  many  other  organizations  turn 
computer-distributed  information  into 
tangible  business  assets. 

Rialto  is  Control  Data's  electronic 
marketplace,  representing  four  areas  of 
enterprise  inteUigence:  messaging,  direc- 
tories, security  and  information  sharing. 


We  build  the  infrastructures  that 
become  the  foundations  institutions  can 
leverage  into  electronic  commerce  and 
collaboration.  And  with  results  as  dramatic 
as  the  scope  of  the  IT  solutions  themselves: 
lowered  costs,  increased  revenues, 
improved  quality  and  increased  speed. 

We  invite  you  to  call  us  for  more 
information  about  the  organizations  we've 
helped  and  how  we  can  help  translate 
your  long-term  business  plans  into  a 
matching  technology  strategy. 

Call  us  at  1-888-RIALT04.  Or  visit  us 
on  the  Web;  http://www.cdc.com. 


ThB  IntBgratian   Company    (2 g) CONTROL  DATA 
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STRATEGIES 


WHERE  P&G'S  BRAWN 
DOESN'T  HELP  MUCH 

Its  foray  into  prescription  drugs  is  off  to  a  slow  start 


Powerhouse  Procter 
&  Gamble  Co.  is  a 
giant  in  virtually 
every  consumer- 
product  mai-ket  it  sei-ves. 
But  that  is  not  the 
case  for  its  20-year-old 
pharmaceutical  business. 
Drugs  account  for  a 
mere  $600  million  in 
sales,  a  ch'op  in  the  buck- 
et for  the  $36  billion 
company.  Compared  with 
dnig  titans  Merck  &  Co. 
or  Pfizer  Inc.,  v&c,  is  a 
small  fry,  ranking  only 
30th  worldwide  in  dnig 
and  other  health-care 
sales. 

Now,  two  years  after 
launching  a  public  cam- 
paign to  dramatically 
bolster  p&(;'s  drug  busi- 
ness, Chairman  and  cv.i> 
John  E.  Pepper  is  find- 
ing out  that  building  up 
that  market  is  a  whole 
lot  tougher  than  launch- 
ing a  new  brand  of 
toothpaste — even  for  a 
marketing  juggernaut 
hke  P&G.  He  has  already 
pushed  back  a  deadline 


PROCTER  &  GAMBLE'S  HIGH  HOPES  FOR  DRUGS 

Pharmaceuticals  provide  only  a  tiny  fraction  of  revenues  today  but 
the  consumer  giant  projects  big  gains  from  drugs  in  its  labs: 

►  ACTONEL  Osteoporosis  drug  awaiting  FDA  approval.  Potential 


maceutical  analyst  at  Rodman  &  Rei 
shaw  in  Boston.  And  others  wond( 
whether  p&g  wouldn't  be  better  off  ge 
ting  out  of  prescription  ch-ugs  altogetht 
"They  don't  have  a  clearly  define 
strategic  vision,"  says  Desai.  "It's  cros 
ing  the  T's  and  dotting  the  I's  rath( 
than  thinking  innovatively." 

Pressure  for  p&g's  dinig  offensive 
pay  off  is  mounting  as  sales  growl 
slows  in  the  company's  main  busine; 
lines.  The  strong  U.  S.  dollar  combine 
with  weak  economies  overseas  hi 
slowed  p&g's  sales  gi'owth  to  just  1%  f( 
the  year  ended  July 
dovm  ft'om  10%  growl 
two  years  ago. 

Now,  Pepper  hop( 
two  promising  ne 
drugs  due  on  the  ma 
ket  by  1999  will  help  r 
verse  the  slowdown.  A 
tonel,  the  osteoporos 
treatment,  and  Azimilid 
intended  to  steady  a 
normal  heart  rhythm 
Much  further  down  tl 
road.  Pepper  wants 
produce  a  new  gener 
tion  of  dings  that  wou 
help  prevent  muscle 
rophy  in  elderly  ai 
bedridden  patients 
well  as  dings  that  wou 
stimulate  the  gi'owth 
blood  vessels  in  tl 
heart  or  in  paits  of  tl 
body  ravaged  by  canc< 
Pepper  also  has  hij 
hopes  for  a  dioig  calh 
Axokine,  which  trea 
obesity  among  diabeti( 
PARTNERS.  It's  a  Ion 
shot  strategy,  but  if  Pi! 
does  succeed  in  hitting 
home  i-un  with  even  oi 
of  its  new  drugs,  ma 


for  doubling  drug  sales    I"_3''](et  overall  is  about  $5  bjNion,  but  Merck  i^s^ a  ^..oyl^l  ^^^^  hig^ 


by  five  years,  to  2005- 
pait  of  an  ambitious  goal 


►  AZiMILIDE  P&G  estimates  a  $1  billion  market  for  drug  for 
abnormal  heart  rhythm.  FDA  approval  expected  in  1998  or  1999. 


80%  or  90%.  To  impro' 
his  chances.  Pepper  h 


of  doubling  p&g's  overall    forged  a  series  of 


revenues  within  a 
decade.  And  a  center- 
piece of  Pej)per's  drug 
strategy,  an  osteoporosis 
fighter  called  Actonel,  is 
falling  behind  rivals,  with 
regulatory  approval  at 
least  one  year  away. 

Moreover,  analy.sts  estimate  that  p&i; 
earns  just  a  pittance  from  its  prescrip- 
tion drug  business.  Although  the  indus- 
try typically  enjoys  margins  of  about 
30%',  Arvind  H.  Desai,  senior  analyst 
viith  Mehta  &  Isaly,  a  New  York-based 
health-care  investment  firan,  figures  p&g 


►  AXOKINE  Treatment  for  obesity  in  diabetics  should  hit  the  mar 
ket  by  1999. 


^  FUTURE  DRUGS  Advanced  drugs  under  development  could 
evertually  treat  muscle  atrophy  and  promote  blood  vessel  growth. 

DATA-  PROCTER  &  GAMBLE 


makes  no  more  than  5%  operating  mar- 
gins in  pharmaceuticals,  or  about  $30 
million,  at  best. 

Pepper  has  publicly  vowed  to  keep 
trying,  but  skeptics  aren't  holding  their 
breath.  "We've  been  hearing  for  years 
that  they  want  to  double  their  drug 
business,"  says  James  P.  Keeney,  a  phar- 


liances,  including  rece: 
ones  with  Gennan  dn 
giant  Hoechst  Marii 
Roussel  and  Regenen 
Pharmaceuticals  Inc., 
small  TarrytowTi  (N.^i 
research  house,  p&g 
counting  on  Hoechst  to  help  comple 
regulatory  approvals  and  market  its  c 
teoporosis  dnig,  while  it's  working  wi 
Regeneron  on  A.xokine  and  other  Ion 
term  research  efforts.  P&G  also  is  e 
panding  a  $280  million  health-care  pro 
ucts  R&D  center  opened  two  years  ag 
All  that  may  be  too  little,  too  lat 
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YOU  ought  to  stay  just  out  of  reaeh  of  things  (work,  crowds,  asphalt)  that  want  you  to 
know  nothing  else,  and  be  content. 


are  Specialized  Worldwide  Builders  of  Adventure  Machines,  sport  utility  vehicles 
en  for  decades  on  all  terrain  and  ursder  all  conditions. 


IT  is  the  completely  reinvented  1998  Isuzu  Rodeo,  with  more  responsive 
handling,  5-link  rear  suspension,  full-time  4-wheel  ABS  and  more  horsepower 
(205),  to  let  you  travel  faster  than  a  speeding  civilization.  ■ 


205hp  V6 


Get  Online  and 
get  In  Touch! 

Visit  Business  Week  Online's 

Small  Business  Center  on  America  Online 


Business  Week  Online's  Enterprise/Small  Business  Center  is  where  small- 
business  owners  and  entrepreneurs  can  find  hard-to-get  news  and  information 
important  to  their  needs.  All  the  stories  and  Special  Reports  about  small  business 
that  have  appeared  in  Business  Week  since  January,  1994,  are  easier  to  find  than 
ever,  now  that  we've  added  a  full-text  search  feature  just  for  small-biz  stories. 
There's  plenty  more  to  explore-and  to  do: 

specially  scheduled  online  conferences  featuring  experienced 
entrepreneurs  who  can  answer  your  questions.  on  the 

message  boards.  Exchange  ideas  with  your  colleagues  and  find  out  what  works 
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however.  The  massive  r&d  spendii* 
needed  to  produce  hit  drugs — and  cusl 
ion  the  losses  when  researchers  strif 
out — has  driven  a  huge  wave  of  consd 
idation  among  drugmakers  in  rece] 
years.  That  has  left  p&g  far  behind, 
though  P&G  will  spend  about  $300  ml 
lion  on  prescription  drug  and  othi 
health-care  product  research  this  yea 
Pfizer  alone  will  invest  some  $1.9  billil 
in  R&D.  p&g's  marketing  clout  is  all 
puny.  Pfizer  and  Merck  each  have  sail 
staffs  about  4,500  strong,  compared  wi| 
just  350  in  the  p&g  drug  sales  force. 

Those  factors  are  already  playiil 
out  in  the  osteoporosis  market,  whej 
p&g  hopes  to  make  a  big  splash  wij 
its  bone-gi'owth  stimulant  Actonel.  Bif 
ger  rivals  with  far  more  market  powl 
are  already  busy  seUing  their  ovra  pol 
ular  new  drugs.  Merck  has  racked  J 
sales  of  $370  milhon  for  a  similar  prol 
uct  called  Fosamax.  "Actonel's  not  g| 
ing  to  set  the  world  on  fire,"  sai 
David  W.  Maris,  a  pharmaceutical  anj 
lyst  at  Aros  Securities  in  New  Yorl 
"It  won't  vault  them  into  the  ranks  |F 
Merck."  Meanwhile,  Azimilide,  \.\ 
heart-regulating  drug  that  p&;G  esi 
mates  will  eventually  become  a  $1  b8 
lion  business,  is  also  far  from  a  suj 
thing.  Similar  drugs  currently  on  \.\ 
market  have  severe  side  effects. 

Still,  p&G  is  betting  that  if  the 
chaigs  work,  the  mai'kets  will  be  so  hu; 
that  there  will  be  plenty  of  profits  to  v 
around.  Demogi-aphic  trends  will  heli 
says  Bruce  L.  Byi-nes,  the  p&g  gi'or 
vice-president  who  oversees  the  healt 
care  business.  As  the  population 
American  women  ages,  the  market  Ij 
Actonel  could  reach  $5  billion  by  20(: 
Byi-nes  estimates.  "It's  a  big  mark* 
there's  a  big  need,  and  we're  going  - 
market  the  hell  out  of  it,"  says  Byrn* 
PRESSURE  MOUNTS.  p&G  may  be  ovd 
looking  what  some  think  is  its  best  ai. 
most  obvious  shot  in  the  drag  busine^ 
expanding  over-the-counter  products  si 
on  dnigstore  shelves  and  in  superm; 
kets  alongside  shampoo  and  diapers.  p> 
has  long  marketed  such  mainstays 
Pepto-Bismol  and  Vicks  Formula  44,  ai 
analyst  Maris  beheves  similar  produt 
would  lend  themselves  to  its  marketii 
prowess.  But  last  year,  P&G  sold  its  5(i 
stake  in  the  popular  over-the-count 
painkiller  Aleve  to  Swiss-based  Roc 
Holding  Ltd.  because  the  company  fail'- 
to  obtain  global  marketing  nghls. 

Such  missed  opportunities  imderscd 
p&g's  dilemma  in  dnigs.  While  Pepji 
clearly  needs  to  take  action  to  sp^ 
sales,  it  looks  Uke  pharmaceuticals  wj 
remain  little  more  than  a  p&g  sideshof 
By  Peter  Galuszka  in  Cincinnd 
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CREDIT  CARDS 


PUT  THE  COMEBACK 
ON  MY  CARD 

Does  Sears'  revival  owe  more  to  lax  credit  than  retail  savvy? 


Aithui"  C.  Martinez  isn't  accustomed 
to  the  wrath  of  Wall  Street.  For 
four  years,  the  chainnan  and  chief 
executive  of  Sears,  Roebuck  &  Co. 
has  been  hailed  as  a  miracle  worker, 
the  man  who  threw  off  Sears'  stodgy 
image,  closed  down  its  femous  but  tired 
catalog  operation,  and  turned  the  na- 
tion's No.  2  retailer  into  a  dramatic  suc- 
cess stoiy.  As  Sears'  sales  and  profits 
grew,  analysts  and  investors  came  to 
expect  Martinez'  retail- 
ing genius  to  generate 
ever  nsing  earnings. 

Now,  Wall  Street  is 
wondering  if  Martinez  ! 
has  lost  his  touch.  Wliile  • 
he  has  been  concentrat-  \ 
ing  on  selling  merchan-  | 
dise,  the  company's  un-  | 
collectible  credit-card  1 
receivables  have  been  | 
rising,  and  reserves  for  ] 
ci'edit-card  delinquencies  s 
now  stand  at  $393  mil-  I 
lion,  a  44.6%  increase  I 
over  the  same  period  a  ) 
year  ago.  Sears  has  set  ,  i„.m',u-„.t«i«,m,-. 
aside  $475  miUion  to  cover  problems 
concerning  its  aggressive  credit-card 
debt-collection  practices,  which  are  now 


being  investigated  by  the  Justice  Dept. 
On  Oct.  16 — after  predicting  Sears 
would  post  earnings  growth  in  the  mid- 
teens  this  year — Martinez  told  analysts 
that  Sears'  credit-card  debt  receivables 
wei'e  worse  than  the  company  had  pre- 
viously indicated  and  wai'ned  analysts  to 
trim  earnings  forecasts  for  the  fourth 
cjuarter  or  the  year.  Even  before  the 
Oct.  27  market  plunge.  Sears  stock  was 
off  30%  fi'om  its  peak. 


K 

Shocked  by  the  earnings  warnin 
analysts  are  wondering  how  many  mo! 
of  the  new  shoppers  Martinez  h 
brought  into  the  new  Sears  stores  w 


ii 


become 
weren't 


SALES  GROWTH 
IS  SLOWING... 


...AND  CREDIT-CARD 
USE  IS  RISING 


SEARS  CARD  CHARGES 
AS  A  PERCENTAGE  OF  SALES 
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credit  risks.  What  if  th( 
attracted  by  the  revampc 
women's  apparel  departments  ai 
brand-name  products?  What  if  the 
million  cardholders  added  in  the  pa 
thi'ee  years  were  shopping  at  Seai's  sii 
ply  because  it  was  easier  to  get  cred: 
DIGGING  DEEPER.  "Sears  says  it  did: 
i-elax  credit  standards,  but  they  had  t( 
says  retail  analyst  Maggie  Gilliam 
Gillian  &  Co.,  a  longtime  fan  of  t. 
Sears  turnaround.  Gilliam  now  beUev 
that  Sears'  credit-card  problems  m 
be  so  serious  that  the  company  m 
have  to  restate  the  last  three  or  fo 
years'  earnings.  Martinez  acknowledg 
that  most  of  Sears'  credit-card  pro 
lems  come  fi'om  accounts  added  in  t 
past  four  years.  But  he  says:  "Did  \ 
do  anything  to  lower  our  standard 
The  answer  is  a  large  'No.' " 

Martinez  insists  Sears'  credit-ca 
problems  aren't  nearly 
bad  as  Gilliam  and  oth 
analysts  think.  "It  is  i: 
poilant  to  remember  th 
93%  or  94%'  of  oiu-  [cred  ii 
card]  customers  hand 
their  accounts  absolufc 
perfectly,"  he  says.  "Tl 
is  not  a  meltdown  of  a 
sort  in  the  credit  quali 
of  Sears'  portfolio. 

But  Sears  may  have  ( 
acerbated  its  credit-ca 
woes.  When  its  unc  la? 
lectible  receivables  start 
rising  in  1995,  the  co: 
5  pany  responded  by  lo 
ering  the  minimum  amount  custom( 
had  to  pay  on  their  monthly  balan 
and  relaxed  credit  limits.  That  let  cai 
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s  keep  ringing  up  sales.  The  av- 
balance  rose  from  $795  in  1993 
00  by  the  end  of  this  year's  third 
r.  That's  three  times  the  average 
e  carried  by  J.  C.  Penney  Co. 
ilders. 

)ffset  the  impact  of  delinquencies, 
raised  late  fees  and  other  chai'ges. 
Cdward  Weller,  an  analyst  at 
son,  Stephens  &  Co.,  believes  that 
lave  hurt  more  than  it  helped. 

theoiTzes  that  the  higher  fees  left 
with  riskier  credit-cai'd  customers, 
ill,  if  a  customer  could  get  cheaper 
elsewhere,  he  or  she  wouldn't  have 
igning  up  for  the  high-cost  Sears 
Veller  reasons.  Over  the  past  fom* 

credit-card  sales  have  risen  to 
han  60%  of  all  store  sales.  "Cleai*- 
f  were  soliciting  a  lot  of  accounts, 
ley  are  getting  hit  two  or  thi'ee 
ater,"  says  Gilliam.  What  analysts 
jiow  is  how  big  the  bulge  of  bad 
is  going  to  be. 

•s'  credit-caixl  difficulties  are  being 
unded  by  a  slowdown  in  sales 
1.  Until  early  this  year,  the  re- 
had  enjoyed  same-store  sales 
)f  as  much  as  10%,  while  its  com- 
s  were  posting  2% 
hikes.  Sears  bene- 
from  a  program 
d  prior  to  Mar- 
irrival  to  modern- 
res  and  turn  stor- 
administrative 
and  other  unused 
space  into  sales 
That  pumped  up 
;tore  sales  figures, 
analysts  argue. 
Dw,  that  progi'am 
kving  to  a  close — 
ith  it,  the  rapid 
n  sales. 

king  ahead.  Mar-  ^ 
ees  the  60  milhon  consiuners  wath 
credit  cards  as  a  source  of  fresh 
les.  Sears  has  constructed  a  mas- 


sive data  warehouse  that  merges  all 
the  information  it  has  on  each  Sears 
household.  Now,  if  a  credit-card  cus- 
tomer has  a  15-year-old  refrigerator 
and  has  called  Sears'  home-ser-vices  di- 
vision in  search  of  a  repairman.  Sears 
can  alert  that  customer  to  future  re- 
frigerator' promotions.  Martinez'  goal  is 
to  push  sei-vice  business,  such  as  pkunb- 
ing  and  electrical  services,  to  20%  of 
revenue  over  the  next  five  years,  from 
less  than  10%  today. 
FRAGILE  WINDOW.  Martinez  is  also  de- 
termined to  move  Sears  away  fi-om  op- 
erating mainly  as  a  department  store. 
He  wants  Sears  to  generate  most  of  its 
revenues  from  its  freestanding  hai'dwai'e 
stores,  which  ai-e  going  up  against  Home 
Depot  Inc.  and  Wal-Mart  Stores  Inc.  in 
many  small  communities,  and  its  auto- 
motive repair  and  service  ventui-es.  To 
that  end.  Sears  intends  to  open  40  to 
50  hardware  stores,  5  to  10  furniture 
stores,  and  145  to  175  automotive  stores 
by  the  end  of  1997. 

To  carve  out  successful  niches  in 
these  markets.  Sears  must  rely  on  loyal 
credit-card  holders  to  give  it  a  foothold. 
Otherwise,  it  will  be  swamped  by  cate- 


AS  CARD  PROBLEMS 
MOUNT... 
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gory  killers  such  as  Lowe's  Cos.  or 
Home  Depot.  "Home  services  is  a  nat- 
ural for  Sears'  credit  card,"  says  Bruce 
Blackwell,  a  portfolio  manager  at  Roger 
Engemann  &  Associates.  But  "if  [Sears] 
is  going  to  gi"ow  in  excess  of  20%,  it's 
going  to  have  to  leverage  credit." 

Yet  while  Sears'  hoped-for  transfor- 
mation into  a  more  diversified  retailer 
hinges  on  a  healthy  credit-caixl  business, 
that's  just  what  the  company  lacks  today. 
That's  one  reason  why  Richard  Church, 
a  retailing  analyst  at  Smith  Barney  Inc., 
is  taking  a  dim  view  of  Sears'  fiitiu-e. 
"We  don't  want  them  to  leverage  the 
credit-card  side  vdth  marginal-quality 
credits,  which  is  appai'ently  what  they've 
been  doing  recently,"  he  says. 

Even  if  Sears  manages  to  clean  up 
its  credit-card  portfolio  over  the  next 
couple  of  years,  it  may  take  longer  than 
that  for  Martinez  to  build  up  credibility 
with  investors.  "This  year,  Mr.  Mar- 
tinez said:  'Don't  wony  about  a  tiling,' " 
says  Jay  Meltzer  of  l.jr  Redbook  Re- 
search in  New  York.  "Then,  Sears  hit 
us  with  the  credit-card  phenomena,  and 

Martinez  said  business  is  below  plan  

Sears  shocked  us  all." 

Regaining  tmst  on  Wall 
Street  may  hinge  on 
how  Martinez  apportions 
responsibility  for  the  out- 
of-control  growth  in  credit- 
card  delinquencies.  Ana- 
lysts and  investors  are 
watching  to  see  if  Steven 
D.  Goldstein,  the  former 
American  Expi'ess  Co.  ex- 
ecutive who  took  over 
credit  in  Api-il,  1996,  will 
be  blamed.  Wherever  the 
blame  goes,  Martinez  is 
facing  his  toughest  year 
yet  as  master  of  one  of 
^  the  U.  S.'s  gi-eatest  icons. 
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The  savior  of  Sears  must  now  figm-e 
out  how  to  save  his  own  credibility. 

Bii  Df'Aini  Wfinipf  in  Chirngo 
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JUNK  BONDS 


JEFFERIES  PICKS  UP 
WHERE  MILKEN  LEFT  OFF 

Its  junk  business  is  thriving — with  the  help  of  ex-Drexelites 


Few  companies  wear  their  nefarious 
pasts  on  their  ft'ont  doors.  Such  is 
the  ease,  however,  at  Los  Angeles- 
based  Jefferies  Group  Inc.,  whose 
founder  and  longtime  chairman,  Boyd 
L.  Jeffei'ies,  pleaded  guilty  to  parking 
stock  for  Ivan  F.  Boesky  in  1987.  At 
the  time,  Jefferies'  client  list  included 
such  coiporate  raiders  as  T.  Boone  Pick- 
ens Jr.  and  Ii'win  Jacobs,  who  would 
use  the  after-houi's  trading  specialist  to 
assemble  large  blocks  of  their  prey's 
stock  before  going  for  the  kill  with 
junk-bond  financing  from  Michael  R. 
Milken's  Drexel  Bumham  Lambert  Inc. 

A  decade  later,  Boyd  Jefferies  is  long 
gone,  but  the  House  That  Boyd  Built  is 
on  the  rise  again.  And,  vrith  a  twist  of 
irony  that  Milken  could  best 
appreciate,  Jefferies  has 
emerged  as  one  of  the  most 
aggi'essive  undei-writers  in  a 
fully  revived,  white-hot  junk- 
bond  mai'ket.  In  the  past  five 
years,  the  company  has  un- 
derwritten $17.1  billion  in 
junk  deals,  including  a  .$1.6 
billion  I'ffering  this  spring  foi- 
Houston  oil  company  Tr'ans- 
American  Energy  Corji.,  the 
biggest  junk  Issue  this  decade. 
Moreover,  Jefferies'  junk-bond 
engine  has  been  built  by  a 
core  of  Milken  proteges. 


"Jefferies  gave  us  the  chance  to  take 
all  the  things  we  learned  at  Drexel  and 
build  a  business  from  scratch."  says 
Richard  B.  Handler,  head  of  high-yield 
trading.  Jefferies  still  gets  55%  of  its 
revenue  from  equity  trading.  But  high- 
yield  offerings  are  a  high-margin  and 
rapidly  gTowing  business.  This  year,  it 
should  contribute  a  thiixl  of  I'oughly  .$700 
million  in  revenues  and  at  least  that  pro- 
portion of  $60  million  in  net  earnings. 

Despite  its  risk-loving  image,  Jefferies 
is  guided  by  the  disanningly  calm  Frank 
E.  Baxter,  who  was  named  ceo  when 
Jefferies  was  baiTed  from  the  seciuities 
business.  A  60-year-old  mai'athon  nmner 
who  meditates,  Baxter  restored  Jefferies' 
image  in  the  late  1980s,  retaining  clients 


BAXTER:  "People  thought  I  was  stupi 
or  crazy"  to  hire  Drexel  traders 
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and  adding  electronic  trading  and  coi 
vertible  bond  trading.  Then  Baxter  d 
the  near-unthinkable:  He  hu-ed  60  Dre 
el  tradere  and  bankei-s  after  the  onetin 
jimk  power  collapsed  under  the  weight 
government  probes.  "People  thought 
was  stupid  or  crazy,"  says  Baxter.  "Thi 
yeai-s  after  our  scandal,  I  was  biinging 
all  these  scandalous  traders." 

Baxter  didn't  object  to  the  contr; 
versial  chents  they  attracted.  Jeffericj 
biggest  is  Houston  oilman  John  R.  Sta 
ley,  who  banknipted  his  company  twii 
and  has  a  long  hst  of  people  v/ho  ha^ 
sued  him  for  fraud — among  them  h 
fornier  cliief  financial  officer  and  his  o\'' 
son,  Billy.  But  Stanley,  who  owns  a.. 
unfinished  refineiy  and  oil  and  gas  fiel(j 
has  been  piu-e  gold  for  Jefferies.  In  tlj 
past  foui"  yeai's,  the  fijTn  has  done  mo 
than  $3  billion  in  business  for  him. 
NEW  ENTRANTS.  Jefferies  uses  creati' 
dealmaking  to  become  the  home  of  ere 
it-needy  entrepreneurs — raising  junk  f 
them  and  then  branching  out  into  init: 
pubUc  offerings,  mergers-and-acquisiti( 
work,  and  other  businesses.  But  the  jui 
market,  on  a  roll  for  the  past  two  yeai 
is  bound  to  slow  with  the  equity  mai'k* 
At  the  same  time,  competition  is  acci 
erating  with  consolidation.  Eager  nq 
entrants  such  as  Montgomei-y  Securitil 
and  Alex.  Brown  &  Sons  can  bring  moj 
ey  from  well-heeled  new  parent! 
pi-omising  support  in  a  shakiei'  markl 
by  directly  investing  in  offerings  or  II 
buying  the  entii'e  issue  and  then  sellil 
it  dovm  the  road.  As  more  playei's  coj 
pete  for  fewer  deals,  Jefferies  could  ( 
pushed  way  out  on  the  risk  curve. 

That  puts  a  higher  premium  on  Je 
feries'  Drexel  alums  to  value  junk 
the  kind  of  shaip  eye  that  would  ma\ 
Milken  proud.  So  far,  they've  provji 
they  were  taught  well,  with  the  lowtj 
default  rate  of  the  big  junk  underwTj- 
ers:  1%  vs.  10.8%  for  Donaldson,  Lulll. 

&  Jenrette  Inc.  "If  there  s 
one  thing  Milken  emphasizti 
it  was  protecting  the  bon 
holder,"  says  Handler. 

The  question  is  what  J 
feries  will  do  in  the  name 
protecting  its  own  stockhoi- 
ers.  Even  after  the  lOO'?  li 
in  its  stock  this  yeai;  JeffeiiK 
would  probably  be  compelli^ 
to  a  company  that  want.sft 
choice  piece  of  the  junk-bo {1 
market — and  a  romantic  tatp 
of  the  Gi-eed  Decade.  I 
By  Kathleen  Mor'f 
in  Los  Ant/e$ 
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e  car  #24  is  a  rearview  min  or.  But  you'll  rarely  find  the  driver  using  it.  His  eyes  look  straight  ahead  as  he  hurtles 
00-horsepovver  road  rocket  around  a  banked  oval  at  184  mph.  Slow  down  here  and  you  go  from  headlines 
story.  A  lesson  we've  taken  to  heart  in  delivering  CMtting-edge  technology  to  Jeff  Gordon's  car.  And  ypMrSv 


OF    ENGINES    IN    HIS  EYES. 


NASCAR    POWERHOUSE    JEFF  GORDON 


Better  things 
iw  better  living 


Hello!  We'dMike  to  talk  with  you  about  Philips  cellular 
phones.  Whatever  your  lifestyle.  Philips  makes  a  cellular 
phone  for  you.  Take  the  ISIS™  for  example.  With  up  to  six 
hours  of  talk  time  or  up  to  70  hours  of  standby  time"'  and 
the  option  to  use  alkaline  batteries,  this  phone  gives  you 
the  power  to  stay  connected.  Perhips  the  sleek  and 
c^nKi^tirat^-d  Traoeze™  Digital  PCS  Phone  is  calling  you. 


With  Voice  DialJ"  an  appointment  organizer,  short  mes 
service  and  data/fkx  capabilities?'  it  lives  up  to  the 
demands  of  your  business  day.  If  you  want  a  phon 
advanced  digital  technology  and  natural  sounding 
quality,  then  pick  up  the  Philips  Digital  PCS  Tek 
6820.  With  a  shape  that  fits  comfortably  in  your  hai 
large  5-line  display  and  easy  access  to  the  phones 


Pick  up  the  phone, 
it's  for  you. 


r  ability  to  stay  in  touch  has  never  been  easier.  So 
^phone  has  your  number?  For  more  information, 

Commuiucatiofu. 


Finance 


DEALS 


THE  BOTTOM-FISHER  KING 
OF  RETAIL 

LBO  specialist  Leonard  Green  is  raising  a  billion  for  more  deals 


ECLECTIC 

Green  says  he 
doesn't  like 
retail  but  can't 
resist  because 
"it's  so  fertile" 


Leonard  Green  has  come  a  long  way 
from  his  youth,  when  he  spent  his 
days  at  Culver  Military  Academy 
in  Indiana  as  his  widowed  father  trav- 
eled the  road  selling  dresses.  Today, 
paintings  by  such  American  Impres- 
sionist masters  as  Childe  Hassam  line 
the  walls  of  his  lavish  Los  Angeles  of- 
fice and  new  $6  million  Bel  Air  home. 
But  while  his  lifestyle  has  changed, 
Gi'een  hasn't  strayed  that  far  from  the 
unglamorous  trade  his  family  plied.  On 
the  heels  of  a  pair 
of  shrewdly  crafted 
leveraged  buyouts 
of  chains  for  home 
improvement  and 
sporting  goods,  the 
courtly,  64-year-old 
Green  has  emerged 
as  the  nation's  leading  retail  buyout 
speciahst. 

Since  September,  Leonard  Green  & 
Partners,  his  13-person  lbo  firm,  has 
raised  $600  million  to  buy  troubled  home 
improvement  retailer  Hechinger  Co.  and 
Kmart  Corp.'s  Builders  Square.  It  also 
has  merged  its  Denver-based  Gait  Spoit 
chain  with  Sportmart,  creating  the  na- 
tion's second-largest  sporting  goods  re- 
tailer. Now  Green  has  an  appetite  for 
more.  He  is  raising  a  new  fimd  that  in- 
dustry sources  say  could  hit  $1  biUion 
and  intends  to  be  well  positioned  to  buy 
into  a  weakening  stock  market.  "In  the 
early  19y0s  we  missed  out  on  some 
deals.  We  don't  want  that  to  happen 
again,"  says  Green. 

TRAVELING  PARTNERS.  In  the  past,  the 
comple.xities  and  paper-thin  margins  of 
retailing  have  tinjjped  up  scores  of  lever- 
aged buyout  firms.  But  they  have  been 
very  good  to  Leonard  Green,  who 
thrives  on  just  those  factors.  Even  with 
a  total  wipeout  on  a  Rhode  Island  su- 
permarket chain  that  went  bust  in  1991, 
Green's  fiiTn  has  chalked  up  annual  com- 
]jound  returns  of  81%  since  1!)90  with  a 
portfolio  that  has  included  such  dis- 
parate holdings  as  an  Alaskan  super- 
market chain  and  a  Los  Angeles-based 
sneaker  chain. 

Much  of  Green's  success,  though, 
stems  fi'om  his  knack  for  rooting  out 


GREEN  THUMB 


NEW  DEALS 


SEPT.  '97  GART/SPORTMART 

225 

SEPT  "97      HECHINGER/BUILDERS  SQUARE 

750 

JUNE  '97  WAVETEK 

215 

JUNE  '97      LESLIE'S  POOLMART 

145 

EOUITY 
INVESTED 

PAST  WINNERS  millions 

YEARS 
HELD 

ANNUAL 
RETURN 

SEPT  '92  THRIFTY  PAYLESS  37 

3.5 

118.7% 

MAY'92   AUSTRALIAN  RESOURCES  15,5 

2,8 

203.4% 

MAY '96   TWINLABCGRP.  4.8 

1,1 

3,216,4% 

DATA:  BUSINESSWEEK 

liabilities.  But  as  a  result,  he  toe 
Thrifty  for  just  $37.5  million  in  cas 
Two  years  after  buying  Thiifty,  he  use 
its  balance  sheet  to  buy  out  Kmart 
Payless  for  $1.2  bilhon.'Then  he  pa 
down  much  of  that  debt  by  bringir 
the  combined  company  public.  In  199 
within  months  of  the  offering.  Rite  A 
Coi-p.  bought  out  the  company  for 
billion.  The  result  was  a  $459  millic 
net  gain  on  Green's  original  investmer 
As  part  of  the  deal,  Gi'een  also  acquir* 
Gait  Sports,  which  he  merg( 
into  Sportmart,  taking  co 
trol  of  a  com.pany  worth 
estimated  $225  million. 
VITAMIN  BOOST.  Green's  ski 
in  handling  distress  mercha 
dise  are  now  so  well-knov 
that  people  bring  him  dea 
Pleased  with  Green's  succe 
with  Payless,  Kmart  agre( 
to  practically  give  hi 
Builders  Square,  a  dilapidat( 
home  imi:)rovement  operati( 
that  had  .$2  billion  in  ou 
standing  lease  liabilities. 
Green  found  a  third  par 
with  which  to  merge  it.  The 
Green  got  a  call  from  Jol 
Hechinger  offering  up  I 
family's  troubled  Marylai 
chain.  He  accepted,  and  as 
did  with  Thrifty,  intends  i 
slash  overhead,  improve  stof 
merchandising,  and  then  t 
ther  bring  it  public  or  sells 


DEAL  VALUE 

MILLIONS 


become  a  formidable  housi 
wares  giant.  But  Green's  I 
vestors  face  little  risk.  Tj 
company  paid  $35  million  I 
equity  for  two  compani' 
with  an  estimated  book  val 


bargains,  typically  companies  that  are 
underachievers,  in  financial  trouble,  or 
family-owned.  He  has  five  partners,  all  a 
generation  younger  than  he  is,  and  they 
are  constantly  flying  aroimd  the  country 
in  search  of  opportunities.  Because 
Green  usually  finds  Ms  own  deals,  rather 
than  buying  comjjanies  at  auctions  led 
by  investment  banks,  he  tends  to  get  a 
good  price. 

Green's  most  ingenious  and  lucrative 
deal  was  his  1992  acquisition  of  Thrifty, 
an  ailing  drugstore  chain.  Thrifty  was 
losing  $2  million  a  week  with  its  parent 
drawing  close  to  banknaptcy.  And  be- 
cause of  a  complicated  ta.x  situation. 
Green  had  to  assume  unfimded  pension 


Green's  late.?t  additions 
well  with  the  eclectic  coll( 
tion  of  wounded  properties 
has  turned  around  such  as 
undervalued  Australian  gold  mine, 
stake  in  a  Long  Island  vitamin  mat 
called  Twinlab  Corp.  earned  Green 
3,216%  retm-n  in  the  one  yeai-  he  held  fj. 

With  $1  billion  in  fresh  cash  on  t 
way  and  a  few  new  partners  the  fi] 
has  poached  fi'om  Donaldson,  Lufkin 
Jenrette  Inc.,  the  biggest  risk  is  tl 
Green's  selectivity  could  diminish.  WlpJi 
is  on  his  plate?  "I  don't  like  retail," 
insists,  "but  with  the  consolidation  af  "'^ 
underperformance,  it  is  so  fertile." 
the  stock  market  remains  dicey,  : 
Green  that  could  be  so  much  t 
better. 

By  Kathleev  Morris  and  Eric  Schf 
ht  Los  Angeles 
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1997 AD: 


IN  Customer 
Growth. 


rive  customer  growth,  the  modern  corporation  must  know  its  customers  better  than  they  know 
selves.  Reactive,  mass  market  sales  and  service  are  out.  Personal  customer  care  and  the  anticipation 
eds  and  wants  are  in.  Beyond  merely  managing  transactions,  corporations  must  now  concentrate 
cilitating  interactions,  and  switching  their  focus  from  work  flow  to  knowledge  flow. 

means  placing  the  customer  at  the  center  of  your  business,  no  matter  where  you  are  in  the 
lization. 

enaissance,  we  help  our  cUents  implement  sales  effectiveness,  real  time  marketing,  and 
)mer  care  solutions  that  drive  customer  acquisition  and  retention.  Renaissance  helps  align 
and  marketing  strateg)'  with  the  organization,  leverage  high  performers,  and  connect  sales 
le  with  marketing  and  product  development.  The  result:  effective  sales  and  service  solutions 
deliver  sustainable  growth  and  a  superior  customer  experience. 

the  Renaissance  in  Customer  Growth,  call  Sam  Kapreilian  at  1.800.591.7764. 

Renaissance 

<iNG    Strategies  Work 


swcE  SoiATioNs.  Inc.  -  Atlani,\  -  Bombay  -  BusTitv  -  Chicago  -  Goteborg  -  Hong  Kong  -  Lincoln  -  London 
)\D  -  San  Francisco  -  Sao  Pailo  -  Shanghai  -  Stamford  -  Tokyo  -  Washington,  DC 


Finance 


COMMENTARY 

By  Jeffrey  M.  Laderman 


THAT  401  (k)  MAY  COST  MORE  THAN  YOU  THINK 


Everybody  loves  the  401(k) — 
employees,  companies,  and  mon- 
ey managers.  These  plans  allow 
workers  to  invest  for  retirement  on 
a  tax-deferred  basis,  often  with  a 
matching  contribution  from  the 
employer.  In  the  past  10  years, 
assets  have  nearly  quintupled,  to 
over  $900  billion.  The  number  of 
plans  has  more  than  doubled,  to 
nearly  250,000,  as  has  the  number  of 
participants,  to  over  25  million. 

But  now,  concerns  are 
gi-Qwing  that  fees 
charged  to  the  compa- 
nies and  participants 
may  be  excessive,  espe- 
cially for  plans  with  few- 
er than  500  participants 
and  without  the  re- 
sources and  knowledge 
to  penetrate  inscrutable 
pricing  criteria.  "We 
want  to  make  sure  that 
plan  sponsors  pay  atten- 
tion to  fee  issues,"  says 
Olena  Berg,  Assistant 
Secretary  of  Laboi-  for 
Pension  &  Welfare  Bene- 
fits. "Are  employees  be- 
ing charged  too  much? 
Are  they  ill-informed? 
Are  fees  buried  or  hidden?"  Her 
agency,  the  Pension  &  Welfare  Bene- 
fits Administration,  has  scheduled  a 
hearing  in  Washington  on  Nov.  12  to 
probe  those  concerns.  Disclosure  of 
such  issues,  she  says,  is  piecemeal 
and  varies  by  employer.  Not  all 
401(k)  participants  even  get  prospec- 
tuses for  the  funds  in  their  plans. 
FLEECED?  Stei)hen  J.  Butler,  presi- 
dent of  Pension  Dynamics,  a 
Lafayette  (Clalif.)  consulting  fii'm,  be- 
lieves that  employees  are  getting 
fleeced.  "A  lot  of  the  fees  are  not 
specifically  disclosed,  and  by  any- 
body's standards,  they  are  exces- 
sive," he  says.  Workers  in  smaller 
plans  may  pay  thi'ougli  the  nose,  as 
fixed  costs  are  spread  over  fewer 
people.  The  401(k)  Provider  Directo- 
ry, published  by  Baltimoi-e-based  HR 
Investment  Consultants,  reported 
costs  as  high  as  2.87%  of  assets  man- 
aged per  year  for  companies  with 
100  participants  and  $3  miUion  in  as- 


sets. It  pays  for  employers  to  shop 
around,  though.  The  lowest  cost  was 
0.73%  of  assets;  the  average,  1.29%. 
Fee  schedules  don't  show  much 
economies  of  scale:  With  1,000  partic- 
ipants and  $30  million  in  assets,  the 
average  drops  to  just  1.12%. 

There  are  two  components  in  the 
cost  of  a  401  (k) — investment  and  ad- 
ministration. As  with  mutual  funds, 
investment  expenses  come  right  out 
(if  the  fund's  assets.  Administrative 


expenses  include  keej.iing  track  (_)f 
contributions  and  earnings,  mailing- 
statements,  staffing  toll-free  tele- 
phone fines,  and  providing  invest- 
ment-education materials.  Those 
costs  usually  are  borne  by  the  em- 
ployer. But  the  trend  is  toward  foist- 
ing more  of  that  on  employees.  A  re- 
cent survey  of  800  companies  by 
Access  Research  Inc.,  a  Windsor 
(Conn.)  401(k)  con.sulting  fii'm, 
showed  that  24%  now  bill  partici- 
pants for  administrative  costs,  up 
from  only  7%  two  years  ago. 

Even  if  employees  aren't  directly 


Workers  are  paying 
a  bigger  share 
of  fund  expenses 
than  they  used  to 


charged  for  administrative  costs, 
they  could  be  paying  them  indirectly. 
For  instance,  big  mutual-fund  compa- 
nies such  as  Fidefity  Investments 
and  Merrill  Lynch  &  Co.  can  lowball 
administrative  fees  to  win  business 
and  hope  to  earn  it  back  through  in- 
vestment-management fees.  Indepen- 
dent 401(k)  providers  such  as  the 
Kwasha  Lipton  Group  contract  vidth 
mutual  fimds  to  provide  investment 
management  and  then  bill  adminis- 
trative costs  separately. 
But  funds  in  these  plans 
typically  rebate  0.05%  to 
0.25%  of  assets  per  year 
for  record-keeping  ex- 
penses, and  that  rebate 
money  comes  from  fees 
levied  on  plan  partici- 
pants. So  even  if  a  com- 
pany claims  to  pay  all  ad 
ministrative  expenses,  it 
may  not.  In  fact.  401  (k) 
investors  in  some  mutual 
funds  pay  higher  expens- 
es than  those  who  buy 
the  funds  independently. 

If  anything,  logic  sug- 
gests 401(k)s  should  pay 
wholesale  rates,  not  re- 
tail. That's  the  idea  be- 
liind  American  AAdvantage  Funds,  a 
mutual-fimd  family  created  for  amr 
Corp.'s  401(k)  that's  open  to  other 
plans  and  even  individual  investors. 
In  setting  up  the  funds,  WilUam  F. 
Quinn,  president  of  amr  Investment 
Services  Inc.,  leveraged  the  relation- 
ships he  had  with  money  managers 
nmning  the  company's  defined-benefit 
plan  and  won  lower  fees.  That  effec- 
tively halved  investment  expenses. 

What  sponsors  and  401(k)  partici- 
pants need  are  standardized  reports 
of  all  fees  and  charges,  the  equiva- 
lent of  the  disclosures  that  lenders 
must  give  borrowers  or  that  life  in- 
surers show  in  selUng  policies.  Only 
with  such  documents  will  people  be 
able  to  judge  costs — and,  in  tum, 
quality  of  services.  And  with  a  bet- 
ter understanding  of  costs,  plan 
sponsors  will  be  in  a  better  position 
to  pressure  providers  for  lower  fees. 

With  Mike  McNarm 
in  Washingto). 
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Safe.  Reliable. 
Outstanding  Pereormance. 
No,  It's  Not  A  Volvo. 


I 


r  liuin  horo  you  with 
.itistics  lilcc  :oi\>  lo  60  in  52  seconds 
'  tiic  ability  lo  slop  on  :\  dime,  let's  talk 
lOUt  some  really  inipressix  e  numbers, 
ke  lielpino  28  million  lamilies  alford 
^mes  and  posting  ^ui  outslandino 
cord  ot  financial  performance. 
At  kannie  iWae,  we  lia\'e  achie\'ed 
decade  of  steady  earninos  orowili 
a  \\'ide  x'ariety  ol  inleresi  I'aie 
ivironments.  And  our  debt  securities 
ter  innovation  coupled  with  returns 
1  callable  debt  that  liislorically 
i\'e  outperformed  Ireasuries  of 
milar  duration. 
We  re  also  the  larsest  issuer  of 
ertoaoe-backed  securities.  1  heir 
insistency  and  liquidilv  are  unrivaled 
roughout  the  industry. 
Call  us  at  1-800-243-7810  tor  a  copy 
our  1996  annual  report.  Or  visit  our 
'eb  site  at  www.laiuiiemae.com  tor 
ore  information.  \  'niess.  ol  course. 
>u  d  rathei'  read  up  on  mp^s  and  i^pnis. 


FarinieMae 


iSAP.  Because  it's  not  just  what  you  know,  it's  also  who  you  know. 

,1  enterprise  software  solution  is  only  as  effective  as  the  support  that  conies 

t.  Recognizing  this,  SA1-*  has  launched  a  new  initiative  called  TeaniSAP/" 

oordinated  network  of  people,  processes,  and  products  that  defines 

nmitment  needed  to  achieve  the  successful  implementation  of  R/3™ 

re.  With  TeamSAP,  you  can  be  certain  you'll  get  the  fastest, 

'fficient  ways  to  create  a  solution  for  your  business. 

ince  TeamSAP  places  SAP  in  the  role  of  coach 

;hout  the  lite  cycle  ot  your  R/3  investment, 

n  feel  confident  knowing  we  will  be 

3  support  you  every  step  of  the  way 

re  successful  results.  For  more 

lation  about  TeamSAP, 

s  at  http://www. 

)m  or  call 

-Team 


■i  Better  Return  On  Information^" 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

Tl:  TOP  OF 
HIS  TECH  UST 

Some  on  the  Street  blow  hot  and 
cold  on  volatile  high-tech  stocks, 
particulai'ly  those  of  semiconductor 
companies.  But  not  John  Skeen,  re- 
search chief  and  senior  managing  di- 
rector at  NationsBanc  Montgomeiy  Se- 
curities. He  has  been  a  steadfast 
technology  bull — 
even  through  the 
Oct.  27  market 
meltdown.  Skeen 
is  convinced  that 
technology  issues 
will  snap  back 
and  help  fuel  the 
recovery.  In  the 
vast  high-tech 
universe,  which 
stock  tops  Skeen's 
favored  hst? 

He's  gung  ho 
on  Texas  Instru- 
ments (TXN),  the 
world's  leading 
supplier  of  digital 
signal  processors 
(USPS)  and  the  second-largest  maker  of 
analog  and  mixed-signal  chips,  "ti  is  a 
pure  growth  play,  which  is  in  a  strong 
upward  trend,"  argoies  Skeen.  Just  a 
year  ago,  ti  was  languishing  at  43  a 
sha)"e.  Since  then,  it  has  rocketed  up, 
hitting  141  on  Oct.  13.  That  was  two 
weeks  before  the  Dow's  plunge.  On 
Oct.  27,  TI  slumped  9  points,  to  102. 
But  by  Oct.  29,  it  had  rallied,  rising  to 
l\4/u,.  Skeen  feels  certain  the  stock  is 
on  its  way  to  180. 

"Tl  is  the  Intel  of  the  wireless 
woi'ld,"  says  Skeen,  referring  to  the 
company's  hot  DSPs,  the  "brains"  m  cel- 
lular phones.  Tl  holds  50%  of  the  busi- 
ness for  cell-phone  handsets,  he  adds. 

On  the  other  hand,  Ti's  memory 
chips — whicli  have  been  hampered  by 
soft  piices — have  been  a  drag  on  sales, 
on  earnings,  and  on  the  stock  pi'ice. 
But  Jonathan  Josepli,  who  tracks  the 
industiy  at  NationsBanc  Montgomeiy, 
believes  that  chip  ])i'ic('s  are  flattening 
out  and  that  furthei'  sliarp  drops  are 
unlikely. 

Increased  demand  as  the  market 
heads  into  its  strong  season  is  soaking 
up  excess  dpam  capacity,  notes  Joseph. 
He  figui'es  that  a  recovery  in  Ti's  dram 
business  could  add  30c  to  50<^  a  share 


SKEEN:  "TV.ra.s 
r)tstrame')its  is  a 
pure  growth  play" 


in  earnings.  He  thinks  ti  will  earn 
$4.28  a  share  this  year,  $6.25  in  1998, 
and  $8  in  1999. 

Among  ti's  strengths,  Skeen  adds, 
are  its  solid  balance  sheet  and  cash 
position.  The  company  has  salted  away  ■ 
$3  billion  since  the  end  of  the  previous 
quaiter,  notes  Skeen,  part  of  which  re- 
sulted ft'om  the  sale  of  its  defense  busi- 
ness for  $1.5  bilhon. 

Skeen  figures  the  company  will  use 
the  money  for  an  acquisition  or  a  shai'e 
buyback.  Either  move,  he  adds,  should 
boost  earnings. 

UP  FOR  GRABS 
IN  THE  OIL  PATCH? 

When  the  market  tumbled  on  Oct. 
27,  Garry  Shemano  felt  sure  that 
he  could  load  up  on  favorite  stocks  at 
bargain  prices.  But  he  didn't  get  that 
chance  with  one  stock:  Union  Texas 
Petroleum  Holdings  (uth).  It  shpped  a 
mere  tkree-quarters  of  a  point,  to  22  a 
share.  Shemano,  who  heads  Shemano 
Group,  a  San  Francisco  investment 
firm,  already  owns  about  4.5%  of  the 
stock.  What's  keeping  the  price  so 
buoyant? 

uth,  an  independent  Houston  oil-and- 
gas  producer  with  operations  fomsed  on 
the  North  Sea  and  Indonesia,  has  an- 
other big  stakeholder:  Kohlberg  Kjravis 
Roberts  (kkr),  which  has  a  25.7%  shce. 
And  the  partnersliip  at  KKR  that  actu- 
ally owns  the  25.7%  stake  is  scheduled 
to  "expii'e"  at  yearend.  That  means  kkr 
must  either  sell  its  stake  to  another 
gi-oup — which  may  involve  a  buyout — 
or  distribute  its 
INSULATED  FROM  holdings  among 
THE  DOW'S  SLIDE  the  partners.  The 
betting  is  that 
KKR  is  on  the 
lookout  for  a  sale. 
KKR  has  a  year  or 
so  to  act  after 
the  partnership's 
expiration. 

In  the  mean- 
time, UTH  has 
adopted  a  poison 
pin.  Shemano  ana- 
lyst Mart  Bailey 
says  the  takeover 
prospect  wasn't 
the  reason  behind 
Shemano's  buying  UTH  shai-es.  The  com- 
pany's North  Sea  operations,  he  says, 
are  its  most  valuable,  contiibuting  48% 
of  cash  flow.  But,  says  Garry  Shemano, 
UTH  would  be  a  "great  fit"  for  one  of 
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the  oil  biggies,  uth  and  kxr  decline 
comment  as  a  matter  of  pohcy. 

WATCH  OUT, 
H&R  BLOCK 

It's  not  famous  yet,  but  Jackson  H< 
witt  (JTAX)  may  soon  be  a  roarin 
success.  That's  what  money  managt 
Roger  Lipton  expects,  so  he  has  bee 
buying  shares  in  the  company,  an  uj 
and-coming  H&R  Block-type  operatioi 
It  runs  franchised  offices  that  do  con 
puterized  filing  of  tax  returns. 

So  far,  Jackson  Hewitt,  with  just  1' 
of  the  market  (vs.  h&r's  12%)  has  bee 
a  winner:  Shares  shot  from  9  in  mi( 
June  to  50'A  by  Oct.  10.  This  week 
plunge  dropped  it  to  43!^.  It  closed  ; 
43K  on  Oct.  29.  But  based  on  Jackson 
fast  gi-owth,  Lipton,  who  heads  Li] 
ton  Financial  Services,  says  the  sto( 
may  hit  80  in  12  to  18  months. 

Now  No.  2  in  tax-preparation  frai 
chises,  with  1,372  outlets  in  41  state 
Jackson  Hewitt  "is  a  beneficiary  of  tl 
new  tax  law,"  says  analyst  Cody  M 
Gai'raugh  of  Scott 
&  String-fellow.  SET  TO  FILE  FOR 
Since  Jackson  fo-  THE  LIHLE  GUY 
cuses  on  the  low 
to  middle-income 
taxpayer,  the  new 
tax  policy  increas- 
ing the  use  of 
earned  income 
tax  credits  as  a 
way  of  easing  the 
burden  of  low- 
wage  earners 
boosts  "the  level 
of  urgency  to  ex- 
pedite the  tax  re- 
fimd  pi-ocess,"  the 
analyst  explains. 

Jackson  offers  quick  refunds  throu 
the  use  of  electronic  tax  filing,  as  w 
as  refund  anticipation  loans,  which 
low  taxpayers  to  get  a  tax  refund 
three  days  to  two  weeks.  The  compa 
is  expected  to  add  400  new  offices 
the  year  ending  April,  1998,  and  5 
more  in  fiscal  1999.  h&r  Block  h 
more  than  9,000  stoi'es  in  operation. 

The  big  plus  for  Jackson  Hewitt: 
has  signed  a  pact  with  Wal-Mait  Stor 
to  let  franchisees  open  satellite  offic 
within  certain  Wal-Marts.  The  agre 
ment  has  prompted  McGarraugh 
raise  earnings  estimates  from  $1.74 
share  to  $1.82  for  fiscal  1998  and  fn 
$2.11  to  $2.40  in  fiscal  1999.  His  es 
mate  for  fiscal  1997  is  $1.22 
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The  Second  Annual  business  WeeK 
Digital  Economy  Conference 
December  2-3,  1997 
San  Francisco 


lults 


In  the  new  digital  age,  a  company's  success  depends  oh  its  ability  to  continuously 
strategize  and  plan  in  the  face  of  rapid  technological  advances. 

Business  Week's  1997  Digital  Economy  Conference  will  gather-senior 


executives 


from  major  companies  across  America  to  explore  the  dynamic  interaction 


between  information  technology,  business  strategy  and  real-world  resuks. 

Building  on  the  ideas  and  energy  generated  by  last  year's  highly  successfiil 
symposium,  the  Conference  is  an  interactive  forum  focused  on  finding  the 
right  answers  to  the  strategic  questions  raised  by  today's  technology-driven 
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G  TOBACCO'S 
DDEN  WAR 

)all  politics  at  the  local  level  as  it  pursues  a  national  deal 


r  Tobacco  is  out  to  get  Stanton 
L.  Glantz.  In  1994,  Glantz,  a  car- 
iology  researcher  at  the  Univer- 
ity  of  Califomia  at  San  Francisco 
f-described  "antitobacco  crazy 
'  published  a  pivotal  study  show- 
t  restaurant  bans  on  smoking 
t  sales.  The  results,  confirmed  in 
ecent  work,  are  being  used  to 
le  restaurateurs  and  voters  to 
public-place  smoking  bans.  Com- 
s  have  now  passed  more 
3  such  clean-indooi-au-  or- 
5,  stiiking  a  major  blow 
cigarette  companies. 

industry  has 
d  a  powerftil  coun- 
ik.  Not  only  have 

companies  chal- 
jrlantz's  study  but  they 
so  mounted  "grass- 
campaigns  to  orga- 
aUers  and  restau- 
ners  into  vocal 
nts   of  state 
il  tobacco-con- 
rs.  And  now, 
gone  after  ^■ 


summer, 
stry-backed 
ailed  Califor- 
r  Scientific  In- 
filed  suit 
the  University  of  Cali- 
iharging  that  Glantz  defrauded 
Ts,  who  funded  his  work.  "It's 
designed  to  harass  me,"  says 
and  also,  he  adds,  to  slow  the 
icco  momentum  in  local  commu- 
cross  America. 

i  NICE.  When  it  comes  to  the 
er  smoking,  the  nation's  attention 
!n  riveted  on  the  $368.5  billion 
ent  state  attorneys  general  and 
oacco  reached  in  June.  But  as 
ensive  against  Glantz  shows, 
unseen  firefights  are  being 
Dver  measui'es  Uke  cigarette  tax- 
smoking  bans  in  towns,  coun- 
d  states  across  the  land.  "The 
y  is  playing  Mr.  Nice  Guy  in 


Washington,  but  it  is  pounding  harder 
than  ever  at  state  and  local  levels,  using 
all  sorts  of  ft-ont  groups  and  dirty-trick 
operations,"  charges  Gregory  Connolly, 
head  of  the  Massachusetts  Public  Health 
Dept.'s  Tobacco  Control  Progi-am. 

Clearly,  the  industry  is  on  the  defen- 
sive. More  than  1,150  counties,  cities, 
and  towns  have  tightened  youth-access 


CO  companies  and  organized  by  public- 
relations  giant  Burson-Marsteller. 

The  industry's  favorite  tactic:  pushing 
state  laws  to  preempt  tough  local  ordi- 
nances. Of  course,  cigarette  companies 
are  far  too  wily  to  pitch  such  laws  di- 
rectly. "Their  strategy  is  to  take  a  pro- 
tobacco  deal  and  promote  it  as  antito- 
bacco," explains  Minnesota  antismoking 
activist  Jeanne  Weigum. 

In  Pennsylvania,  industry  supporters 
in  the  legislature  co-opted  a  bill  tight- 
ening restrictions  on  selling  cigarettes  to 
kids.  They  promoted  it  as  a  tough  anti- 
tobacco  measure  but  watered  down  the 
original.  The  revised  bill  lowered  the 
legal  age  for  buying  tobacco  from  21  to 
18,  reduced  fines  for  seUing  cigai-ettes  to 
the  underage,  and  preempted  local  laws 
that  might  impose  stricter  regulations. 

Only  after  strong  opposition  by  the 
measui'e's  original  sponsor,  State  Senator 
Stewart  J.  Greenleaf,  was  the  effort  de- 


laws,  banned  vending  machines,  or  re- 
stricted smoking  in  workplaces  and 
restaurants.  That's  up  from  fewer  than 
400  a  decade  ago.  Still,  Big  Tobacco, 
with  deep  pockets  and  canny  strate- 
gists, is  fiercely  contesting  every  inch  of 
ground.  And  it  can  point  to  plenty  of 
victories.  "Smoking  bans  have  been  de- 
feated or  made  less  restrictive  from 
Texas  to  Wisconsin,  from  Tennessee  to 
Massachusetts,  from  Maryland  to  Ari- 
zona," crows  a  newsletter  published  by 
the  National  Smokers  Alliance,  a  smok- 
ers-rights group  originally  funded  by 
PhiUp  Monis  Cos.  and  two  other  tobac- 


railed  last  year.  "I  was  put  in  the  awk- 
ward position  of  opposing  my  own  bill," 
Greenleaf  recalls.  But  similar  tobacco- 
backed  bills  have  been  passed  by  29 
other  states  in  recent  years.  The  lat- 
est: South  Carolina  and  Delaware. 

The  Pennsylvania  case  also  demon- 
strates the  industry's  ability  to  forge 
unUkely  alliances.  To  the  dismay  of  ac- 
tivists, the  weakened  bill  won  the  sup- 
port of  key  medical  groups,  such  as  the 
Pennsylvania  County  Medical  Society. 
Why?  State  Senate  sources  say  med- 
ical lobbyists  finked  their  support  to  ac- 
tion on  a  medical-malpractice  bill  being 
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Government 


considered  at  the  time.  Antismoking  ac- 
tivists suspected,  but  never  proved,  a 
deal. 

In  California,  industry  foes  charge 
that  the  California  Medical  Assn.  be- 
came a  pawn  of  tobacco  by  lobbying  to 
divert  cigarette-tax  dollars  earmarked 
for  antismoking  ads  to  other  public- 
health  programs.  "The  medical  associa- 
tion provided  the  governoi'  and  legisla- 
ture with  a  cover  to 
raid  the  fund,"  fumes 
Robin  Hobart,  co-di- 
rector of  Americans  for 
Nonsmokers'  Rights. 
c:ma  President  Dr  Jack 
Lewin  firmly  denies 
that  his  gi'oup's  effort 
to  funnel  the  money 
into  care  for  poor  chil- 
dren was  part  of  a  deal 
with  tobacco.  But  he 
admits  the  tiff  played 
into  Big  Tobacco's 
hands.  "The  industry 
has  been  very  clever 
at  splitting  people  who 
would  othervdse  be  al- 
lied," he  says. 
BACKFIRE.  The  indus- 
try can  be  too  clever 
Often,  it  will  organize 
and  fund  retail 
and  restaurant  gi'oups 
to  campaign  against 
youth-access  restric- 
tions and  smoking  bans 
on  the  grounds  that 
such  measures  hurt 
business.  But  that 
strategy  can  backfire. 

Example:  Last  year, 
a  group  called  the  Min- 
nesota Coalition  of  Re- 
sponsible Retailers 
pushed  foi'  a  law  that 
would  fine  stores  for 
seUing  tobacco  to  kids. 
To  many,  it  seemed  to 
be  an  antitobacco  mea- 
sure. But  a  leaked  memo  revealed  that 
most  members  of  the  gi'oup  were  in  the 
tobacco  industry  and  that  the  bill  was 
intended  to  preempt  toughei'  local  laws. 
The  measure  was  withdrawn.  Thomas 
A.  Briant,  the  head  of  the  gi'oup  and  au- 
thor of  the  memo,  insists  there  was  no 
attempt  to  hide  the  industry's  involve- 
ment. "We  have  always  filed  public  re- 
ports showing  who  provided  funding," 
he  says.  In  fact,  a  recent  report  filed 
with  the  Minnesota  Ethical  Practices 
Board  showed  no  retailers  contributed. 

Exposing  industry  front  gi'oups  has 
helped  activists  win  similar  struggles 
from  New  York  City  to  Oregon.  So  the 


BAHLING 
TOOTH  AND  NAIL 

How  Big  Tobacco  is 
fighting  back  at  the  state  and 
local  level 

PREEiVlPTIMG  LAWS  Indus- 
try pushes  a  state  bill,  often 
spun  as  being  anti-tobacco, 
that  replaces  tough  local 
laws  with  weak  statewide 
measures.  Such  laws  have 
been  enacted  in  29  states. 
The  latest:  South  Carolina 
and  Delaware. 

FUIMDIMG  FHOMT  GROUPS 
Companies  pump  money  into 
restaurant  associations  and 
retailer  groups  or  organiza- 
tions such  as  the  Mesa  Free- 
dom Committee  in  Arizona 
to  fight  state  and  local 
measures. 

ATTACKING  HEALTH 
DEPARTMENTS  Industry- 
sponsored  groups  flood  state 
health  departments  with 
Freedom  of  Information 
requests,  then  use  the  info 
to  file  suits  alleging  misuse 
of  taxpayer  dollars.  In  Col- 
orado, this  tactic  helped  kill 
a  proposed  tobacco  tax 
increase. 


industry  has  resorted  to  other  tri 
When  (IJolorado  was  considering  an 
tiative  to  raise  cigarette  taxes  in  1{| 
groups  including  the  American  Conj 
tutional  Law  Foundation  deluged 
state  health  department's  tobacco-con 
program  with  Freedom  of  Infonnat 
Act  requests.  Of  the  13,000  pages 
documents  recjuested,  half  were  ne 
even  picked  up,  recalls  program  h 
Walter  Young.  T 
the  Law  Foundat 
filed  suit,  charg 
Young  vdth  using 
payer  dollars  to  ille, 
ly  lobby  for  the  ta> 
crease.  Meanwhile, 
industry-backed  C 
zens  Against 
Abuse  &  Govemrr 
Waste  portrayed 
tax  as  a  money  g 
by  government 
reaucrats.  "It 
hell,"  says  Yoi 
"Clearly,  one  of  tl 
strategies  is  har 
ment."  It  worked, 
ers  defeated  the  ta 
When  tobacco  los- 
fight,  it  looks  for  1( 
holes.  A  tough  Minn 
ta  law  went  into  el 
on  Aug.  1.  It  bans 
service  displays 
stores.  But  as  dozer 
towns  consider  o 
nances  implemen 
the  law,  Briant's  ini 
try-backed  coalitio 
lobbying  furiously 
persuade  them  to 
less  restrictive  vers 
that  would  allow 
plays  of  bundled  p; 
or  caitons.  "Some  st 
don't  have  enough  s| 
to  put  all  theii'  inve 
ly  behind  the  coim 
Briant  says. 
The  only  thing  that  could  end 
trench  warfare  would  be  congi'essi 
approval  of  a  national  settlement.  "It  c 
be  the  mother  of  all  preemption 
that's  scaiy,"  frets  Patrice  McKone  ol 
American  Limg  Assn.  in  Duluth.  In  j 
tion,  activists  fear-  the  deal  could  give 
Tobacco  lots  of  new  loopholes  to  exp 
"The  status  quo  is  pretty  dar-n  g( 
says  researcher  Glantz.  "By  and 
industry  is  losing  at  the  community  fei 
wher-e  it  has  less  clout."  That's  wliy  nil 
fighting  Big  Tobacco  at  the  gr-ass-i 
level  say  that  hand-to-hand  combat 
still  be  the  best  way  to  win  the  war! 
By  John  Carey  in  Washinl 
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In  Latin  America 
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Make   Us  Number 


American  Airlines  offers  more  nonstop  sei"vice  to  Latin  America  than  any  other  airline. 
From  five  major  U.S.  cities:  Miami,  Dalla.s/Foit  Worth,  New  York,  Chicago  and  Los  Angeles. 
So  call  your  Travel  Agent  or  American  at  1-800-433-7300,  or  visit  us  on  the  web 

at  www.americanair.coni  and  lly  the  airline  that's  leading  the  way  to  Latin  America. 
Consiilfc  (I  sii  cii^ciilc  (Ic  vUijes  o  llame gratis  a  Anieiicaii  Aiii!)ies  al  1-800-633-371 1  en  espanol. 


AmericanAirlines 

Something  special  to  Latin  Americd! 


"hanks  to  an  innovative  Florida  com- 
y,  students  at  medical  schools  through- 
the  world  can  practice  their  skills  on  a 
nan  body  simulator  -  before  tackling  a 
patient. 

/ledical  Education  Technologies,  Inc. 
ETI),  a  Sarasota  simulations  company 
developed  a  sophisticated  medical 
inequin  that  can  be  programmed  to 
w  hundreds  of  diseases  and  conditions 
rain  physicians  and  other  health  pro- 
ionals.  "We  are  a  Florida  success 
y,"  says  Louis  H.  Oberndorf,  presi- 
t  and  CEO.  "As  an  entrepreneur,  I 
Idn't  ask  for  a  better  business  climate 
1  Florida." 

Vith  its  high  quality  of  life,  low  cost  of 
ig  and  favorable  tax  laws,  the  Sunshine 
:e  is  attracting  a  wide  range  of  business 
:stment,  including  a  growing  number 
;chnology  companies. 
'Florida  is  in  its  ascendancy  as  a  global 
e,"  said  John  C.  Anderson,  president, 
erprise  Florida,  the  state's  public/ 
ate  economic  development  organiza- 
.  "Our  state  is  growing  from  an 
lomy  primarily  based  on  agriculture, 
ism,  and  retirement  into  one  that  sup- 
:s  a  sophisticated  mix  of  high-tech  and 
tinational  activities.  Spurred  by  invest- 
it  from  Europe,  Asia,  and  North  and 
th  America,  international  commerce  is 
ming  throughout  the  state,  and  the 
an  -  "Florida:  Where  the  World  Does 
iness"  -  is  becoming  truer  every  day. 

■AVORABLE 
SINESS  CLIMATE 
lorida  is  knovm  worldwide  as  a  top 
ition  destination.  Add  in  college  and 
essional  sports,  art  museums,  sym- 
ny  orchestras,  theaters,  gourmet 
lurants  and  coundess  indoor  and  out- 
r  recreational  activities,  and  you  have 
he  ingredients  for  a  high  quality  of  life. 
)rida  has  a  very  desirable  climate  for 
iness  and  for  employees,"  said 
ierson.  "Certainly,  our  livability  factor 
le  of  the  state's  major  assets." 
lut  Florida  has  many  other  assets  that 
attracting  business  investment  -  a 
ving,  diversified  labor  force,  a  strong 
astructure,  a  low  tax  structure  and 
lerous  incentives  for  relocating  and 
mding  businesses. 

■'Over  the  past  seven  years,  we  have 
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stripped  away  many  ot  the  obstacles  that 
confront  Florida's  business  community 
by  streamlining  permitting,  lowering 
workers  compensation  costs,  and  contin- 
ually developing  an  environment  that 
supports  business  and  industry,"  said 
Governor  Lawton  Chiles. 

During  the  past  decade,  Florida  added 
more  than  one  million  jobs,  making  it  the 
second-fastest  growing  workforce  in  the 
United  States,  according  to  Enterprise 
Florida.  Hank  Fishkind,  Ph.D,  president, 
Fishkind  8c  Associates,  Orlando  says, 
"This  is  a  great  year  for  the  Florida  econ- 
omy. We're  doing  quite  well  in  recruiting, 
especially  in  high-tech,  services  and  inter- 
national trade." 

New  jobs  are  being  created  in  urban, 
suburban  and  rural  locations  throughout 
the  state.  For  example,  the  Gartner 
Group,  a  Connecticut-based  information 
technology  consulting  firm,  and  Lynx 
Services,  a  subsidiary  of  Pittsburgh  Plate 
Glass,  are  bringing  300  jobs  each  to  the 
rapidly  growing  Fort  Myers  metropohtan 
area.  "We've  had  a  dynamic  year,"  said 
Janet  Watermeier,  executive  director, 
Economic  Development  Office  of  Lee 
County.  "Incentives  from  the  state,  our 
up-to-date  telecommunications  struc- 
ture, high  quality  of  lite,  and  low  cost  of 
doing  business  are  helping  us  land  some 
significant  companies." 

JNTEGBATED  APP/7 ''^  " ' 
As  the  first  state  to  abolish  its  commerce 
department  in  favor  ot  a  public-private 
approach,  Florida  enjoys  an  integrated 
approach,  to  economic  development  on  a 
state,  regional,  and  loc;d  level. 

Enterprise  Florida  serves  as  a  single 
point  of  contact  for  businesses  seeking 
infomiation  about  expansion,  relocation  or 
state  assistance  programs.  It  coordinates 
economic  development  efforts  in  partner- 
sliip  with  local  organizations. 

"Our  initiatives  include  bringing  more 
high-impact  industries  to  Florida,  stream- 
lining the  permitting  process,  working 
with  coUeges  and  universities  to  ensure 
workforce  training  needs  ai'e  met,  develop- 
ing venture  capital  networks,  and  market- 
ing Florida  worldwide,"  Anderson  said. 
Enterprise  Florida  has  assisted  more  than 
4,500  Florida  companies  since  July  1996, 
resulting  in  more  than  18,000  direct  jobs. 


Where 
rhe|^Q2«2^  Does 

Business 

More  than  200,000 
people  are  expected  to 
move  to  Florida  in 
1997,  bolstering  a 
labor  force  that  includes  skilled  and  semi- 
skilled workers,  retirees,  college  students, 
and  retired  military  personnel. 

With  14.5  million  people,  Florida 
already  is  the  nation's  fourth  largest  state, 
and  is  expected  to  pass  New  York  in  the 
next  five  years. 

The  state's  population  growth  has 
created  a  large  regional  market,  drawing 
numerous  providers  of  goods  and  services. 
Florida's  gross  state  product  ot  $370  biUion 
is  more  than  halt  the  tot;il  output  of  the 
Southeastern  United  States,  according  to 
Enterprise  Florida. 

Florida  has  the  highest  average  level  of 
education  in  the  Southeast. 

"We  have  technologically  advanced 


universities  throughout  the  state  with 
well-regarded  physics,  computer,  and 
engineering  programs,"  says  Joe  Lacher, 
president,  BellSouth  Florida,  Miami. 
"This  provides  a  growing  population  of 
skilled  potentiiil  employees." 

Jacksonville  -  the  only  city  in  the  United 
States  to  announce  tour  new  facilities  with 
1,000-plus  jobs  each  in  the  past  year  -  is 
iilso  using  its  labor  pool  to  attract  service 
and  manufacturing  companies. 

"We  have  been  able  to  satisfy  the  needs 
of  companies  expanding  and  relocating  in 
financial  services,  telecommunications, 
manufacturing,  and  distribution,"  says 
Jerry  Mallot,  executive  vice  president 
of  economic  development,  Jacksonville 
Chamber  of  Commerce. 

About  450  miles  to  the  south,  metro- 
politan Miami  offers  a  unique  pool  of 
multilingual,  multicultural  employees  at 
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Where 

^^World^oes 

Business         ^  .i^u  j^^eis. 

"Reservation  centers 
and  call  centers  that 
need  bilingual  or  mul- 
tilingud  capabilities 
find  Miami  an  appe;il- 
ing  location,"  says  Frank  Nero,  president 
and  CEO,  The  Beacon  Council,  Dade 
County's  public/private  economic  devel- 
opment group.  "We  have  the  capacity  and 
the  ability  to  place  large  numbers  ot 
skilled  workers  in  many  fields." 


Business  investment  in  Florida  has  ;ilso 
been  spurred  by  the  state's  highly  favorable 
t;ix  climate.  There  is  no  personal  income 
tax,  no  sales  tax  on  food,  medicine  or  ser- 
vices, and  numerous  industry-specific  t;Lx 
breaks.  Florida  is  also  a  right-to-work  state 


with  a  higlily  competitive  wage  structure. 

Another  asset  is  the  state's  physic;il 
intrastructure.  Florida  has  tour  ot  the 
nation's  top  25  cont;iiner  ports  in  Miami, 
Fort  Lauderd;ile,  Jacksonville,  and  Tampa, 
serving  a  wide  range  ot  shipping  needs. 

The  state's  airports  move  large  num- 
bers of  passengers  and  huge  volumes  ot 
airb(jrne  cargo  every  day.  Orlando  Inter- 
national Airport,  which  has  about  25 
million  passengers  a  year,  is  the  fastest- 
growing  airport  in  the  worki,  according 
to  a  1996  passenger  tratfic  survey  by  the 
Association  of  Worldwide  Airports. 
Miami  International  Airport  is  the  num- 
ber one  airport  in  the  nation  in  interna- 
tional air  cargo  shipments. 
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To  help  meet  the  site-specific  needs  of 
expanding  or  relocating  companies,  Florida 
has  the  nation's  largest  supply  ot  business 
parks,  including  piulti-use,  industrial,  ware- 
house, R&D  and  office  space.  Vacant  space 
is  av;iilable  in  both  downtown  and  subur- 
ban locations,  aldiough  occupancy  rates  are 
climbing  in  the  most  popukir  m;irkets,  such 
as  suburban  Orlando,  Fort  Lauderdale,  and 
Jacksonville. 

A  HJGt:  7E 

When  a  recent  survey  by  Business 
Facilities  magazine  ranked  Florida  as 
the  nation's  sixth  largest  "cyberstate," 
Enterprise  Florida  officials  were  hardly 
surprised.  For  decades,  the  Sunshine 
State  has  been  a  leader  in  many  high- 
tech industries. 

"Florida  has  an  environment  that  is 
ideally  suited  for  technologies  that  aren't 
heavily  dependent  on  transportation  for 
delivery,  such  as  telecommunications,  soft- 
ware development,  and  anything  involving- 
cyberspace,"  says  BeUSouth's  Lacher.  "Our 
state  is  already  benefiting  from  today's 
information  highway." 

The  heart  of  the  state's  high-tech  indus- 
trv  is  the  Interstate  4  corridor,  stretching 
from  Tampa  through  Orlando  to  Cape 
Canaveral  on  the  Atlantic  Coast.  "As  a 
region,  we're  reaching  out  to  Central 
F'lorida,  developing  plans  to  joindy  market 
ourselves  to  technology  companies,"  says 
Stuart  Rogel,  executive  director,  Tampa 
Bay  Partnership. 

One  of  Florida's  "secret"  technology 
industries  is  semiconductor  manufactur- 
ing. The  state  has  two  state-ot-the-;u"t 
water  fabrication  facilities  at  Harris 
Corporation  in  Melbourne  and  Cirent 
Semiconductor  in  Orlando.  Cirent,  a  joint 
venture  of  Lucent  Technologies'  and 
Cirrus  Logic,  is  investing  $600  million  to 
triple  the  size  ot  its  wafer  tab  facility  and 
adding  600  new  jobs. 

"When  we  made  a  decision  to  expand 
here  two  years  ago,  we  looked  at  the  cost 
oi  land,  the  skilled  labor  pool,  higher 
education  system,  economic  incentives, 
and  international  business  opportuni- 
ties," said  Peter  Panousis,  Cirent's  presi- 
dent and  CEO.  "This  area  also  offered  us 
a  high  quality  of  lite.  People  like  living 
in  Florida." 

Supporting  high-tech  manufacturing 


industries  is  a  top  priority  for  Enterprise 
Florida.  In  addition  to  providing  high- 
wage  jobs,  these  industry  clusters  also 
promote  innovation  through  spin-offs 
and  joint  ventures. 

"Our  approach  is  to  study  the  needs  of 
a  particular  technology  industry  and  look 
at  Florida  to  see  if  we  can  meet  those 
needs,"  said  Steve  Mayberry,  vice  president 
tor  business  expansion  and  retention. 
Enterprise  Florida.  "If  an  industry  passes 
that  first  test,  we  go  about  systematically 
improving  Florida's  abUity  to  nurture  tirose 
types  of  companies." 


One  of  Florida's  unique  technology 
assets  is  the  Kennedy  Space  Center  at 
Cape  Canaveral.  Since  the  1950s,  the 
cape  has  been  the  nation's  primary  launch 
pad  for  manned  and  unmanned  space 
exploration. 

Greg  Lugar,  director  of  economic  devel- 
opment, Brevard  County,  said  early  1990s 
cutbacks  in  the  nation's  aerospace  programs 
spurred  many  Space  Coast  firms  to  com- 
mercialize technology  originally  developec 
for  space.  Accudyne  Corporation  in  Palm 
Bay,  for  instance,  is  making  flat-panel  dis- 
plays for  laptop  computers,  parking  meters 
and  other  devices. 

Military  spending  cutbacks  have  also 
affected  Florida's  aviation  industry,  wliicl 
includes  manufacturers  of  military  anc 
commercial  aircraft,  jet  engines,  flight 
instmments,  and  aircraft  components. 

To  help  get  both  industries  soaring 
agiiin.  Enterprise  Florida  has  establishec 
the  Florida  Aerospace  and  Aviation 
Alliance.  "Our  goal  is  to  bring  the  public 
sector  and  private  sector  together  to  create 
the  economic  conditions  conducive  tc 
industry  growtii  within  the  state,"  said  Jini 
Bodine,  chair  of  the  new  alliance  anc 
vice  president  for  program  development 
Lockheed  Martin,  in  Orlando. 

"This  is  a  higlily  competitive  industry 
and  we  want  to  lower  the  cost  o 
doing  business." 


HEALTh 

Florida  has  numerous  bio-medical 
medical  instruments  and  other  healtl 
technology  companies.  "There  is  signifi 
cant  research  going  on  throughout  thil 
state,  both  in  private  laboratories  and  ii 
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As  If  By  Pure  Instinct,  ] 
Businesses  Are  FlockingTbi 
Their  Ideal  Habitat. 


It's  no  woiuier  there's  a  powerful  natural  attraction  between 
growing  companies  and  the  Tampa  Bay  region. 

The  fact  is,  we  have  created  an  environment  that  some  may 
find  to  he  a  business  paradise. 

Not  only  is  Tampa  Ray  ranked  as  one  of  the  top  ten  areas  in 
which  to  live,  the  cost  of  doing  business  here  is  almost  \ 
ten  percent  below  the  national  average. 

And  it's  easy  to  find  qualified  workers.  A  wireless  TAMPABAY" 


lillp;//www,pascocounly.ciim 
888-60-PASCO 
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communications  provider  recently  told  us  that  the  quality  c 
Tampa  Bay's  deep  labor  pool  is  "second  to  none." 

What's  more,  you  can  count  on  us  for  the  kind  of  dedic 
service  that  enabled  Walt  Disney  Attractions  Reservatior 
Center  to  set  up  their  operations  here  within  90  days.  To 
your  business  started,  we'll  send  you  a  free  corpora 
\^      relocation/expansion  kit.  Just  call  1'800'556-9316 
\      visit  our  website  at  http://www.tampabay.org. 
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;al  settings,"  says  Mayberry.  This  fall, 
rprise  Florida  is  creating  a  task  force 
view  the  needs  of  the  state's  health 
lology  industry. 

uth  Florida  is  home  to  die  state's 
it  concentration  ot  healdi  technology 
ifacturers  with  nearly  900  firms 
Dying  19,000  people, 
cause  most  pharmaceutical  and  med- 
3roducts  are  lightweight  and  trans- 
d  by  air,  Florida's  international  con- 
3ns  help  assure  the  long-term  health 
s  industry  cluster. 

jrida  also  has  major  medical  schools 
;  with  numerous  osteopathic,  nurs- 
herapy  and  other  health  care  educa- 
1  programs. 

veral  internationally  known  institu- 
have  opened  satellite  tacilities  in 
da,  including  the  Mayo  Clinic 
onville.  David  BoUing,  director  of 
lal,  national  and  international  business 
□pment,  says,  "We  chose  Jacksonville 
rt  because  we  wanted  to  move  toward 
ation's  growing  senior  population  and 
ocation  where  we  could  better  access 
iternational  market." 

DRMATION  TECHNOLOGY 
ajor  information  technology  compa- 
with  operations  in  Florida  include 
lett-Packard,  Motorola,  IBM,  Apple, 
is,  and  Racal  Datacom.  Motorola,  for 
ice,  has  several  plants  in  Florida,  and 

srida  offers  numerous  incen- 
es  and  tax  breaks  for  relocating 
d  expanding  businesses.  Major 
jte  incentive  programs  include: 
rhe  Qualified  Target  Industry 
X  Refund  Program,  which  pro- 
les for  a  tax  refund  of  up  to 
,000  per  new  job  created 
Florida  by  qualifying  business- 
after  being  certified  through 
terprise  Florida. 
The  Quick  Response  Training 
ogram,  which  provides  cus- 
nized  start-up  training  grants 
3t  average  $700  to  $1,000  per 
iployee. 

The  Economic  Development 
msportation  Road  Fund  Program, 
lich  can  provide  up  to  $2  million 
public  transportation  improve- 
;nts  as  an  inducement  for  a  co- 
3any's  expansion  or  relocation. 
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its  paging  products  division  in  Boynton 
Beach  is  one  ot  the  largest  employers  in 
Palm  Beach  County. 

On  the  software  side,  Florida  has  more 
than  200  firms,  including  Fort  Lau- 
derdale-based  Citrbc  Software,  whose  pro- 
grams allow  customers  to  use  Microsoft 
Windows  applications  at  geographically 
scattered  locations. 


Sever;il  technology  clusters  are  thriving 
in  the  Central  Florida  region,  including 
lasers  and  simulators.  Lasers  were  first 
developed  in  the  1960s  by  Martin 
Marietta's  Orlando  plant,  and  today  the 
University  ot  Central  Florida's  Center  tor 
Research  and  Education  in  Optics  and 
Lasers  provides  a  focal  point  for  research, 
training,  and  commercialization. 

"Orlando  is  the  hub  ot  all  simulation  in 
the  world,"  says  Relt  S.  Crissy,  manager, 
Locklieed  Martin's  Orlando  otfice. 

"It's  one  ot  the  best-kept  secrets  in 
Florida,  and  a  real  asset  tor  the  state." 
Today's  simulators  have  applications 
in  fire-fighting,  pilot  training,  health 
care,  entertainment,  and  a  variety  ot 
military  applications  like  wargames  and 
firearm  training. 


Technology  is  not  the  only  growth  seg- 
ment ot  Florida's  economy.  With  its  cen- 
tral location,  airports  and  seaports,  Florida 
plays  a  key  role  in  tacilitating  international 
trade  and  commerce  within  the  Americas. 

"Florida  has  emerged  in  the  1990s  as  a 
major  internation;il  trading  force,"  said 
Manny  Mencia,  vice  president,  interna- 
tional trade.  Enterprise  Florida. 

Florida  is  the  number  one  trading 
partner  with  all  countries  in  Larin  America, 
except  for  Mexico.  More  than  40%  of 
all  U.S.  exports  to  South  and  Central 
America  and  the  Caribbean  pass  tlirough 
Florida.  In  recent  ye;irs,  that  trade  flow  has 
expanded  to  include  Europe,  Asia  and  the 
rest  ot  the  world. 

Enterprise  Florida  estimates  that 
Florida  now  has  more  than  720  interna- 
tional companies.  More  than  53  countries 
have  internationid  manutacmring  locations 
in  Florida  -  many  ot  whom  take  advantage 
ot  the  state's  18  foreign  trade  zones,  which 
allow  export-import  intensive  industries 
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to  lower  their  operat-  BuSineSS 
ing  costs. 

Florida  has  nearly 
75  licensed  foreign 
banks,  24  Edge  Act 
banks  serving  foreign 
customers,   14  world   trade  councils, 
dozens  of  international  trade  associations, 
and  one  of  the  largest  foreign  consular 
corps  in  the  nation. 

On  the  service  side,  Florida  has  a 
large  concentration  of  architects,  insurers, 
attorneys,  and  other  service  firms  that 
frequently  export  their  services  to  the 
Caribbean  and  Latin  America. 

As  a  "neutral"  meeting  ground  and  die 
region's  most  e-xtensive  air  transportation 
network,  Miami  has  become  a  key  business 
location  for  government  leaders,  trade  min- 
isters, and  business  executives. 

In  recent  years,  many  international 
businesses  have  moved  northward  trom 
Miami  to  set  up  operations.  Two  new- 


comers to  the  Fort  Laudcrd.ik  area 
are  Canadian  telecommunications  giant 
Northern  Telecom  (Nortel),  which 
recently  consolidated  its  Caribbean  and 
Latin  American  division  in  a  new 
100,000-square-foot  tacility,  and  Micro- 
sott,  which  opened  its  Latin  headquarters 
in  the  Cypress  Creek  otfice  park. 


From  the  glistening  white  beaches 
of  the  Panliandle  to  the  "get-away  from 
it  all"  atmosphere  of  Key  West,  tourism 
remains  a  powertiil  economic  force  in  the 
state.  Last  year  43  million  tourists  visited 
Florida,  and  a  slight  increase  is  expected 
this  year,  according  to  the  Fl<.)rida  Tourism 
Industry  Marketing  Corporation. 

Without  a  doubt,  Orlando,  with  its 
85,000  hotel  rooms,  is  the  center  of  Florida's 
tourism  industry.  Disney  World,  Universal 
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Reach  Around  The  World, 
And  Then  Some, 


From  silicon  technologies  to  medical  devices  to  aviation  and 
aerospace,  businesses  are  making  it  in  Florida.  And  making  it  big. 
More  than  17,000  manufacturers  are  already  here  and  because  we're 
a  leader  in  business  incorporations,  new  locations  and  expansions, 
that  number  will  continue  to  grow.  A  surprise?  Hardly.  Florida  has 
reinvented  the  way  a  state  can  support  its  businesses.  With  a 


customer-friendly  blend  of  capital,  technology,  workforce,  trade  id 
other  business  development  programs,  Florida  helps  its  business(j|^j,, 
both  large  and  small  -  to  succeed  against  global  standard^^f 
competition.  To  find  out  more,  call  Enterprise  Florida  at  407-315-45). 


ENTERPRISEFLORUlf 

Government  &  Business  Developing  Florida's  Ecow 

I 


los  and  Sea  World  are  die  headline 
rtions,  along  widi  goU  courses,  resorts 
lU  types  of  restaurants. 
South  Florida,  Miami  Beach's  trendy 
h  Beach  neighborhood  draws  visitors 
around  the  world.  Fort  Lauderdale  is 
lation's  winter  boating  capital,  draw- 
achtsmen  from  ;UI  points  ot  the  corn- 
ore  than  five  million  passengers  a 
enjoy  cruising  from  Florida  to 
cal  ports  of  call.  The  world's  biggest 
;  lines,  like  Carnival  and  Norwegian, 
jased  in  Florida.  Cunard  Cruise 
is  relocating  from  New  York,  bring- 
its  corporate  headquarters,  the 
us  liner  QE2  and  two  other  cruise 
to  Miami. 

ERTAINMENT 
rem  the  Earth  to  the  Moon,"  a 
)isode  television  series  based  on  the 
lo  Project  is  being  fdmed  in  Central 
da  this  summer.  The  $60  million 
ct,  with  actor  Tom  Hanks  as  execu- 
lirector,  is  the  largest  TV  project  ever, 
ding  to  Lynch.  It's  the  latest  major 
iction  for  the  state's  growing  enter- 
lent  industry. 

lando,  which  is  home  to  Universal 
OS  and  the  Nickelodeon  children's 
3rk,  is  one  of  the  state's  two  primary 
television  production  centers.  The 
is  South  Florida,  whose  production 
ties  are  oriented  toward  Latin 
rican  markets. 

addition  to  MTV  Latino,  the 
)very  Channel's  regional  office,  and 
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die  Latin  American  divisions  of  Sony  and 
Warner  Brothers,  Miami  is  the  base  for  the 
nation's  two  Spanish-language  television 
networks,  Univision  and  Telemundo. 

Not  far  from  Florida's  major  urban  areas 
lie  some  ot  the  richest  farmlands  in 
the  country. 

"The  Florida  farmer  provides  the 
nation  with  more  than  75%  of  its  citrus, 
more  than  10%  if  its  vegetables  and  more 
than  25%  of  its  domestic  sugar  supply," 
says  Bob  Crawford,  commissioner  of 
agriculture.  "Florida  is  the  nation's  ninth 
leading  agricultural  state." 

Altogether,  Florida  crops  generate 
about  $6  billion  a  year  in  sales,  and  forestry 
products  -  primarily  from  Northern 
Florida  -  contribute  another  $5  to  $6 
billion  to  the  state's  economy.  The  state 
has  about  39,000  commercial  farmers. 

Many  companies  in  service  industries 
like  finance,  insurance,  and  health  care  are 
also  choosing  Florida  to  open  new  centers 
or  expand  existing  operations. 

"For  service  companies,  Florida  like  a 
mosaic  -  all  the  pieces  fit  together,"  said 
Bill  Lax,  senior  vice  president.  Greater 
Tampa  Chamber  of  Commerce  and 
director,  Hillsborough  County  Com- 
mittee of  100. 

The  Tampa  Bay  area,  Jacksonville  and 
Orlando  have  all  drawn  major  new 
service  companies  in  the  past  year.  In 
Tampa,  for  instance,  TeleTecli  is  opening 
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a  customer  service 
center  with  1,200 
employees,  and  Ca- 
pital One  is  buUding 
a  new  1,000-job  cred- 
it card  services  center. 

Altogether,  service  industries  torni 
the  largest  share  of  Florida's  economy, 
and  with  the  state's  growing  residential 
and  business  population,  services  are 
likely  to  remain  a  growth  area  well  into 
the  next  century. 

In  today's  information  age,  more 
manufacturing  and  service  companies 
are  locating  their  operations  in  states 
that  offer  a  high  quality  of  life,  a  low- 
tax  environment  and  a  positive,  pro- 
business  attitude. 

Florida  certainly  qualities  on  all 
counts  plus  it  otters  a  diverse  array  of 
urban,  suburban,  and  rural  locations  to 
meet  the  needs  of  almost  every  type 
ot  businesses. 

As  one  real  estate  expert  puts  it:  "Our 
state  offers  a  variety  of  lifestyles,  a  low 
cost  ot  living,  and  an  abundant  labor 
pool.  Some  companies  come  in  to  serve 
the  state's  growing  population,  while 
others  seek  to  expand  their  markets  both 
nationally  and  internationally.  And 
whenever  there's  a  bad  winter  up  north, 
Florida  looks  more  and  more  attractive 
as  a  place  to  relocate  your  company." 

RICHARD  WP:STLUND 

M  ti  Miami  haifil  writer. 


:ONOMIC  DEVELOPMENT 
yflCE  OF  LEE  COUNTY 

iO  West  First  St. 
ite  306 

rt  Myers,  FL  33901 
i-338-3161  Fax:  941-338-3227 
Av.swflorida.com/edc/ 
itact:  Janet  Watermeier 

ETRO  ORLANDO  ECONOMIC 
WELOPMENT  COMMISSION 

D  E.  Robinson  Street,  #600 
lando,  FL  32801 
7-422-7159  Fax:  407-843-9514 
itact:  Maureen  M.  Brockman 


PENSACOLA  AREA 
CHAMBER  OF  COMMERCE 

117 W.Garden  St. 
Pensacola,  FL  32593 
850-438-4081  Fax:  850-438-6369 
e-mail:  information@Chamber.Pensacola.Fl.US 
www.Chamber.Pensacola.FI.US 
contact:  J.  Ted  Clem 

SARASOTA  COMMITTEE  OF  100 

1819  Main  St. 
Suite  240 

Sarasota,  FL  34236-5983 
941-955-2508  Fax:  941-951-7837 
e-mail:  Frank@searchsmart.usf.edu 
contact:  Frank  M.  Tamberrino,  CEO 


SOUTH  BEACH 
CAPITAL  MARKETS 

4045  Sheridan  Avenue 
Suite  432 

Miami  Beach,  FL  33140-3665 
305-861-3200  Fax:  305-861-8008 
contact:  Bruce  Foerster 

TAMPA  BAY  PARTNERSHIP 

4300  W.  Cypress  St. 
Suite  250 
Tampa,  FL  33607 
800-556-9316 

e-mail:  srogel@searchsman.usf.edu 

www.tampabay.org 

contact:  Stuart  Rogel 
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Please  check  one  e-espense  for  each  lellewing  question. 

1  What  is  your  company's  type  of  business? 

1  J  Agriculture   2  J  Mining,  Construction   3  _l  Manufacturing,  Processing 
4  □  Wholesale,  Retail  Trade   5  □  Finance.  Insurance,  Real  Estate 
6  □  Government   7  □  Transportation,  Public  Utilities  8  □  Service  Industries 
Q  □  Other  -  Please  Specify: 

2  What  is  your  title? 

A  □  Chairman  of  the  Board   B  □  President   C  □  Vice  President   D  □  Treasurer, 
Secretary   E  □  General  Manager   F  □  Division  Manager   G  □  Department  Manager 
H  □  Other  Manager   I  □  Student   J  □  Other  -  Please  Specify: 

3  How  many  employees  in  your  company  worldwide? 

1  □  Under  lOU  2  U  \mh999  3U  l,()U()-2.49'^ 

4  □  2,500-4,999  5  □  5,000-9,999  6  □  10,000  or  more 
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he  1998  Business  Week  Planner. 

[  if  does  everything  but  asic  for  a  raise.  ] 


ere  is  nothing  more  valuable  to  the  business- 
m  than  a  dependable  personal  assistant.  The  1998 
less  Week  Planners  are  just  that.  In  addition  to 
cious  13-month  calendar, 
!  elegant  desk  &  pocket 
lers  contain  vital  infomia- 
ike  international  dialing 
3,  time  conversion  charts, 
1  holidays,  important  toll 
lumbers  and  more, 
e  desk  planner  even  comes 
a  32-page,  four-color 
1  atlas,  detailed  informa- 


tion about  39  U.S.  and  foreign  cities,  a  wine  vintage 
guide,  plus  many  other  valuable  features. 
The  1998  Business  Week  Planners  are  excellent 
examples  of  fine  bookbinding 
craftmanship  and  are  available 
in  classic  black  or  deep,  rich 
burgundy,  separately  or  in 
matching  skived  leather  sets. 
Call  today  and  take  advantage 
of  this  special  rate:  25%  off  the 
regular  price.  Order  your  1998 
Business  Week  Planners  now. 


USA  Credit  card  holders  may  call 

TOLL-FREE  800-553-3575 

Ask  for  Dept  BC48 
We  honor  AmEx/DinersA'^isa/MasterCard 


Materials  and  workmanship  fully 
guaranteed  or  your  money  back. 


customization  options  and  special  discounts  on  larger  quantities  call  Amanda  Kane  at  201-461-0040,  or  fax  to  201-461-9808. 


le  (Mr/Mrs/Ms) . 
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Postcode  . 
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_State/Country  _ 
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end  me  your  color  brochure  and  information  on  quantity 
ounts  and  customization  options. 
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Black  Desk  &  Pocket  Planner  Set 

UB$«95 

LB$3675 

Black  Desk  Planner 

LE$3435 

LE$2625 

Black  Pocket  Planner 

9N2£A 

LS$1795 

LB$13^ 

Burgundy  Desk  &  Pocket  Planna  Set 

UG$«95 

LSS3675 

Burgundy  Desk  Planner 

LBS3495 

LGI2625 

Burgundy  Pocket  Planner 

BW218 

LB$1795 

LE$1350 

Personalization  US$4.75  per  tern 

Prices  irxdude  delivery  by  surface  mail  but 
do  not  include  local  duties  or  taxes.  Defrveiy 
commGrces  n  Septenter  1997. 

Hancfcig/Packiig  (tJSA)  US$2.50  per  item 

Hanctig/Packing  (ex,  USA)  US$4.75  per  item 

N  J.  Residents  add  6%  Sales  Tax 

1  TDrALUS$ 

name  for  blocking  _ 


coupon  and  mail  check  to  BUSINESS  WEEK  PLANNER  Dept.  BC48 
Box  1597,  Fort  Lee,  NJ  07024,  USA  or  Fax  201461-9808 


□  Check  enclosed  payable  to  "Business  Week  Planner" 

□  Bil  my  Company  (Purchase  Order  &  Company  letterhead  endosed) 

□  Charge  to  □  Ait£x  ODnersaub  □  Msa 

Card  No.  


□  MasterCard 
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Personal  Business 


EDITED  BY  AMY  DUNKIN 


A  Lesson  Plan  for 
The  College-Bound 

A 


sk  Cornelia  Hahn 
about  her  college 
search,  and  she 
recalls  a  fi-enetic 
peiiod  diuing  the 
fall  of  her  high  school  senior 
year  when  she  was  wading 
through  an  ocean  of 
brochures  and  "writing  three 
essays  in  a  week."  Hahn's 
whirlwind  search  worked  out 
for  the  best — she's  now  a 
freshman  biochemistry  and 
business  major  in  the  honors 
progi'am  at  the  University  of 
North  Carolina  at  Chapel 
Hill.  But  it  left  her  with 
some  sage  advice  for  students 
and  parents  facing  the  col- 
lege quest:  "Don't  procrasti- 
nate. Too  much  of  your  fu- 
ture depends  on  it." 

Indeed,  unless  you're  con- 
sidering only  your  local  state 
university  or'  the  institution 
where  four  generations  of 
your  forebears  eamed  sheep- 
skins, selecting  the  light  col- 
lege is  more  complicated  and 
time-consuming  than  many 
families  expect.  The  looming 
expense,  which  can  exceed 
$80,000  at  even  a  modest  pri- 
vate school,  only  heightens 
the  stress.  That's  why  it's 
best  to  start  early,  when  stu- 


dents and  parents  can  ease 
into  the  search  and  have 
plenty  of  time  to  set  reahstic 
academic  and  financial  goals. 

From  the  start  of  your 
child's  first  year  in  high 
school,  think  about  her  tran- 
script. Make  sure  she 
pursues  a  college-prep 
schedule,  including  at 
least  two  years  of  science 
and  two  years  of  a 
foreign  language. 
And  make  sure  she 
begins  early  with 
math  and  science. 
Someone  who  stalls 
late  will  never 
make  it  to  honors 
or  advanced-place- 
ment courses  that 
top  colleges  look  for. 
TAKING  STOCK.  Sophomore 
year  is  the  time  for  serious 
self-assessment.  The  more  a 
student  understands  his  in- 
terests, weaknesses,  and 
strengths,  the  better  the 
chances  of  picking  a  college 
that  matches  his  needs.  The 
high  school  guidance  depart- 
ment can  conduct  skill-as- 
sessment exercises  that  give 
insight  into  career  fields  and 
college  majoi-s  that  suit  a  stu- 
dent's interests.  Also  check 


out  the  careers  section  of  the 
Princeton  Review  Web  site 
(www.review.com).  Its  onhne 
version  of  the  Birkman  Ca- 
reer Style  Summaiy  divines  a 
student's  work  style  and  in- 
terests from  answers  to  24 
questions. 

Increasingly,  high 
schools  are  encouraging 
sophomores  to  become 


similar  interests.  That  sh( 
start  a  trickle  of  coll 
brochures  to  your  mailt 
Augment  that  with  ph( 
mail,  or  E-mail  requests 
information  to  colleges  t 
sound  interesting.  Or 
school  Web  sites. 

Remember,  at  this  pc 
you're  going  for  breadth 
so  tiT  for  a  mix 


College 
planning 


From  your  child's  first 
year  in  high  school, 
think  about  her  transcript.  Be  sure 
she  pursues  a  college-prep  schedule 


familiar  with  college  admis- 
sions testing  by  signing  up 
early  for  the  psat.  This  pre- 
liminary version  of  the 
Scholastic  Assessment  Test 
(SAT)  also  doubles  as  the  qual- 
ifying test  in  the  National 
Merit  scholai-sliip  competition. 
The  PSAT  is  normally  taken 
in  October  of  the  junior  year. 

Whenever  youi'  child  takes 
the  PSAT,  be  sm-e  she  checks 
the  box  to  let  her  name  and 
interest  profile  be  given  to 
colleges  seeking  students  of 


of  large  and  small 
schools  fi"om  around 
the  countiy.  Stretch  a 
bit,  even  toward  schools 
aren't  a  natural  fit.  If 
child  finds  a  school  pari 
larly  interesting,  flesh  out 
reasons  for  the  attractioi 
will  help  focus  the  searcl 

While  brochui'es  and 
school  college  fairs  can 
vide  lots  of  facts,  a  can 
visit  is  the  best  way  to 
a  school's  pulse.  Most  coUi 
hold  tours  and  informa 


SOPHOMORE  YEAR 


OCTOBER  Attend  a 
local  college  fail-  for  an 
unpressured  early  look  at 
schools — and  to  learn  the 
questions  you'll  be  asking 
in  earnest  next  year. 

MAY  Consult  SAT-prepa- 
ration software  or  books 
to  become  comfortable 
with  the  types  of  ques- 
tions and  time  limits. 


JUNIOR  YEAR 


SEPTEMBER  Attend 
another  college  fair,  this 
time  armed  with  specific 
questions  about  degree 
programs,  the  admissions 
procedure,  financial  aid, 
and  campus  life. 

OCTOBER  Take  the 
PSAT  test,  which  also 
serves  as  the  qualifying 
exam  for  the  National 


Merit  Scholarship  com- 
petition. Check  off  the 
box  that  allows  your  pro- 
file to  be  sent  to  inter- 
ested colleges. 

MARCH  Spend  your 
spring  break  visiting 
campuses.  Check  out  dif- 
ferent types  and  sizes  of 
schools  to  see  what  best 
fits  your  personality. 
Take  plenty  of  pictures. 


MAY  Take  the  S 
required  for  mo 
leges.  Also  take 
II  subject  tests 
course  areas  yo 
completed. 

JULY  Get  a  he; 

on  writing  your 
essays.  They  oft 
lot  more  time  tl 
students  think- 
wait  until  the  h 
senior  year. 
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meetings  when  school  is  in 
session.  The  info  session  is 
youi'  chance  to  get  the  skinny 
on  admissions  requirements 
and   programs,   plus  have 
questions  answered  by  staff. 
Tours,  often  led  by  students, 
offer  a  candid  assessment  of 
campus  life,  school  spuit,  and 
class  difficulty. 
X       But  don't  just  judge  a 
)■    school  by  its  affable  tour 
guides.  Hang  out  at  the  h- 
brary  and  obsei"ve  students. 
"I  tiled  to  eavesdrop  on  their 
conversations,  to  see  whether 
they  were  talking  about  nu- 
cleai'  physics  or  paities  they'd 
been  to  over  the  weekend," 
says  Kathleen  Flynn,  a  Ma- 
maroneck  (N.  Y.)  High  School 
senior  who  visited  Pomona 
College  and  Stanford. 
DEBATABLE  WORTH.  By  now, 
you  should  be  keeping  a  list  of 
colleges  to  which  your  child 
may  want  to  apply.  Collect  de- 
tailed data  on  each  school  to 
see  how  they  compare.  There 
are  lots  of  measui'es,  many  of 
debatable  worth.  Rugg's  Rec- 
ommendations on  the  Col- 
leges in  most  libi'aiies  rates 
majors  at  various  schools 
based  on  student  surveys. 
Magazines  such  as  U.S. 
News  &  World  Report  gi'ade 
schools  on  overall  academics, 
while  Sports  Illustrated  high- 
lights top  schools  for  would- 
be  jocks.  Princeton  Review 
even  rates  the  best  colleges 
for  partying. 

Also,  check  that  your  stu- 
dent fits  into  a  college's  lo- 
cale. If  your  son  is  uncom- 
fortable around  crowds,  a 
busy  urban  campus  like  Co- 
lumbia Univei-sity  or  the  Uni- 
versity of  Pittsburgh  won't 


^YEAR 


!R  Line  up 
)mmenda- 
my  popular 
a  cap  on  how 
they'll  write. 


EARLY  OCTOBER 

Retake  the  sat  if  you  were 
unhappy  with  your 
results.  Most  schools 
accept  your  highest 
scores. 


OCTOBER  This 
is  prime  college- 
visit  time.  Visit 
as  many  as  possi- 
ble, attending 
classes  and  stay- 
ing in  dorms. 

NOV.  1  Many  colleges 
require  early-decision 
applications  by  this  date. 

DEC.  15  Try  to  have  all 
your  regular  applications 


mailed  to  allow  time  to 
track  down  transcripts, 
recommendation  letters, 
or  test  score  reports. 

JAN.  1  This  is  the  first 
day  families  can  file 
the  federal  financial  aid 
form,  so  complete  tax 
returns  early. 

APR.  1  It's  no  April 
Fool's.  Today  applicants 
receive  word  of  accep- 


be  a  good  match.  Likewise, 
the  bucolic  pleasures  of  a 
Bennington  or  a  St.  Olaf  are 
lost  on  teens  anxious  to 
spread  their  wings.  "When  I 
stayed  with  a  sophomore  at 
Princeton,  it  seemed  there 
wasn't  too  much  to  do  in  the 
tovra,"  says  Ricky  Thompson, 
a  senior  at  Pasadena  Poly- 
technic High  in  California. 
Thompson  was  also  turned  off 
by  the  environs  of  the  Uni- 
versity of  Pennsylvania  in 
Philadelphia,  which  he  con- 
sidered "a  pretty  ugly  city." 

Next,  look  for  intellectual 
compatibility.  A  student  who 
enjoys  debates  about  the  re- 
curring allusions  to  political 
repression  in  the  first  move- 
ment of  Shostakovich's  Fifth 
Symphony  might  thrive  at  a 
scholars'  haven  like  the  Uni- 
versity of  Chicago.  That  same 
student  could  be  miserable  at 
a  jock  school  where  donn  dis- 
course revolves  more  around 
B-Ball  than  the  Big  Bang. 

To  further  winnow  down 
your  list,  examine  how  your 
child  compares  to  the  aver- 
age student  accepted  at  each 
of  the  remaining  schools.  A 
college  usually  will  provide  a 
profile  of  its  previous  year's 
freshman  class,  including  av- 
erage SAT  scores,  gi'ade-point 
average,  and  details  on  geo- 
graphic and  racial  diversity. 

A  student  might  still  be  a 
viable  candidate  with  a  be- 
low-average profile  if  she  is 
an  undeiTepresented  minority 
or  athlete,  the  child  of  an 
alumnus,  or  an  applicant  to 
a  less  rigorous  major  At  the 
University  of  Illinois'  highly 
rated  College  of  Engineering, 
an  applicant  with  a  1300  sat 

tance  or  rejection  from 
most  selective  colleges. 

MID-APRIL  This  is  an 
often  hellish  period, 
packed  with  revisits  to 
schools  where  you've  been 
accepted  and  comparisons 
of  financial  aid  packages. 


MAY  1  It's  D-Day,  the 
deadline  for  returning 
your  acceptance  letter 
and  a  small  deposit. 
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Personal  Business 


score  would  usually  still  have 
to  be  in  the  top  10%  of  his 
high  school  class.  However,  if 
that  same  student  applied  to 
the  College  of  Fine  and  Ap- 
plied Arts  as  an  urban  plan- 
ning major,  he'd  only  need  a 
class  rank  in  the  top  30%. 

Use  a  school's  acceptance 
rate  as  a  reality  check  on 
your  child's  chances.  Some 
Ivys  take  less  than  20%'  of 
apphcants,  so  an  average  stu- 
dent with  an  undistinguished 
extracurricular  history  may 
be  wasting  her  application  fee 


chasing  a  Harvard.  But  it's 
not  just  Ivys  or  the  Seven 
Sisters  that  are  highly  selec- 
tive: Elite  public  universities 
like  those  in  Vh'ginia,  North 
Carolina,  and  California  ac- 
cept only  about  one  in  three 
applicants — and  the  competi- 
tion is  stiffer  for  out-of- 
staters.  That's  why  savvy 
shoppers  target  top-tier 
schools  that  seem  to  have 
higher  acceptance  rates,  such 
as  Camegie  Mellon  and  the 
University  of  Wisconsin. 
When  it's  time  to  mail  ap- 


plications, choose  a  range  of 
schools.  Include  at  least  two 
you're  almost  certain  will  ac- 
cept your  child,  one  she 
could  attend  with  no  finan- 
cial aid,  and  at'  least  two 
more-selective  schools  where 
she  seems  to  have  a  solid 
chance.  Also  include  at  least 
one  "stretch"  school,  where 
she  may  not  fit  the  profile 
but  feels  she  could  blossom. 
Targeting  five  to  seven 
schools  should  give  most  stu- 
dents the  right  mix. 

Just    make    sure  each 


school  on  the  list  is  con 
ered  a  winner.  "Every 
lege  you  apply  to  should 
one  you'd  be  happy  to  t 
tend,"  advises  Seppy  Ba 
director  of  pre-college  i 
grams  at  Kaplan  Educati( 
Centers.  "Then  there's 
disappointment  if  you're 
cepted  by  both  Stanford 
Berkeley  but  discover  t 
you  can't  afford  Stanfo: 
Indeed,  when  smart  plam 
yields  choices  like  that, 
college  search  is  a  truly  \ 
win  situation.        Jim  E 


SMART  MONEY 


The  ABCs 

Of  Financial  Aid 


After  countless  hours  of 
tests,  essays,  interviews, 
and  prayer,  your  child 
has  finally  been  ac- 
cepted by  her  dream 
college.  Now  comes     C  , 
the  hard  pari:  pay-  PLAN 
ing  the  freight.  With 


the  cost  of  a  four-year  edu- 
cation at  top  schools  sujih  as 
Princeton  or  Stanford  ex- 
ceeding $120,000,  and  even  in- 
state costs  at  many  public 
universities  reaching  $10,000 
a  year,  financial  aid  has  be- 
come a  crucial — and  stress- 
ful— part  of  the  college  deci- 
sion. Here  are  so-me  answers 
to  typical  questions: 

Q:  What  is  financial  aid? 
A:  In  a  nutshell,  it's  the  mix- 
ture of  gr  ants,  scholarships, 
loans,  and  i  >ften  the  jobs  that 
a  college  provides  to  help  de- 
fray schooling  costs. 

Q:  Are  some  types  better 
than  others? 

A:  Yes.  Grants  and  scholar- 
ships don't  have  tc  "be  paid 
back.  Think  of  them  is  free 
money,  and  hope  th;;i  your 
student  receives  an  ai')  pack- 
age that  maximizes  thr  m 
and  minimizes  loans,  v.  hich 
must  be  repaid. 
Q:  My  child  has  applies!  for 

  ,  ;..    -::   iiM.-  .  liiL 
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admission.  Will  she  be 
automatically  considered 
for  aid? 

A:  No,  especially  not 
I  for  need-based  aid. 
'  You  must  complete 
NiNij  I  Education 

Dept.'s  Free  Applica- 


tion for  Federal  Student  Aid 
(fafsa)  after  Jan.  1  of  the  se- 
nior year.  Some  schools  re- 
quire the  College  Scholarship 
Service's  Profile  form.  Fami- 
ly-income information  from 
both  forms  are  sent  to  the 
schools  you  request.  Many 
colleges  have  their  own  fi- 
nancial aid  forms,  too. 

Q:  How  do  colleges  figiire 
Old  how  much  Fll  need? 
A:  After  pumping  your-  fafsa 
data  through  a  confusing 
federally  sanctioned  formula, 
they  calculate  your  expected 
family  contribution  (efc). 
The  difference  between  your 
EFC  and  a  college's  total  cost 
is  your  need  at  that  institu- 


tion. The  bottom  hne:  If  you 
have  total  family  income  of 
more  than  $100,000  and  a 
moderate  net  worth,  your 
EFC  will  be  so  high  you 
won't  have  demonstrated 
need  at  most  schools. 

Q:  But  my  kid  is  smart! 
Won't  she  be  eligible  for  a 
m^rit  scholarship? 
A:  Not  necessarily.  Many 
top-tier  institutions  such  as 
the  University  of  Pennsylva- 
nia don't  grant  non-need- 
based  aid  as  a  matter  of 
principle.  Often  your  stu- 
dent's chances  for  merit  aid 
rise  as  the  reputation  or 
quality  of  the  school  drops, 
or  if  a  top  school  needs  more 
students  such  as  your  child. 

Q:  What  if  J  can't  pay  my 
EFC  from  savings? 
A:  Borrow.  There  t 
ai-e  federally  sub-  .  \ 
sidized  or  guaran-  \ 
teed  loans  for  stu- 
dents and 
parents.  Banks, 
and  many 
schools,  are 
education 
lenders.  Home- 
equity  loans  are 
becoming  popu- 


If  you  have  a  family  income  of 
$100,000  and  a  moderate 
net  worth,  you  probably 
won't  be  eligible  for  aid 


lar,  too.  Nellie  Mae,  the 
largest  nonprofit  student 
lender,  pegs  the  average  d( 
of  all  college  students  at 
$18,800  in  1997,  up  129% 
since  1 991 .  If  Junior  is  goir 
to  be  a  Wall  Street  invest- 
ment banker  after  gradua- 
tion, that's  still  chicken  feei 
If  youi"  child  chooses  social 
work,  however,  set  an  extr 
place  at  the  dinner  table. 

Q:  Wli  ere  do  I  find  more  1 
formation  on  scholarships 
and  aid? 
A:  Go  Web,  young  man.  Y( 
first  stop  should  be  the  ex( 
lent  Financial  Aid  Informa 
tion  Page  site  (www.finaid.oi 
sponsored  by  the  National 
Association  of  Student  Fi 
nancial  Aid  Administrators 
Next,  check  out  the  Educa 
tion  Dept.'s  site 
(www.ed.gov/ 
offices/OPE/ 
finaid.tml).  The: 
try  fastWEB  (wv 
fastweb.com), 
megadatabas( 
of  scholarshi 
And  major 
lenders  sue 
as  Nellie  Mj 
(nelliemae.co: 
SaUie  Mae  (sa 
mae.com),  and 
many  banks  ofG 
good  advice.  Jim  E 
1  


iti 


A  longer  version  of  this 
story  can  be  found  at 
www.businessweek.ee 
and  on  America  Onii 
at  Keyword:  BW 


ould  You 
t  in  Early? 


,te  Doherty  recently 
lecided  to  apply  early 
lecision  to  North- 
University  after 
I  the  summer  visit- 
ollege  campuses,  in- 
the  University  of 
'ania,  Boston  College, 
ns  Hopkins  Univer- 
got  that  gut  feeling 
H-thwestern  is  the 
ir  me,"  says  Doherty, 
ir-old  senior  at  the 
:  of  The  Sacred 
a  private  school  in 
rk  City 

•ty  is  one  of  a  grow- 
iber  of  high  school 
who  are  applying  to 
)y  around  Nov.  15.  If 
?  accepted,  they  are 
ng  to  attend  by  mid- 
Br,  five  months  earli- 
n  the  traditional 
ne  notice.  Dartmouth 
for  example,  has 
iO%  increase  in  the 
of  early-decision  ap- 
over  the  past  five 
t  accepts  28%  of  its 
g  class  early,  but 
hools,  such  as  Johns 
,  go  as  high  as  60%. 
EASONS.  Students 
:,o  apply  early  deci- 
a  number  of  reasons, 
the  strategy  works, 
ifully  shortens  the 
1  college  application 
VIore  important,  can- 
actually  have  a  corn- 
advantage  at  some 
"Our  applicants  will 
easure  of  preference 
pply  early,"  says  Lee 
dean  of  admissions 
University  of  Penn- 
.  That  means  a  stu- 
uld  have  sat  scores 

0  points  lower  than 
rage  for  the  regular 
t  pool  or  be  slightly 

1  class  rank.  Johns 
may  knock  off  up  to 

s  on  SAT  scores.  Typ- 
igh  school  guidance 
3rs  know  which 
look  favorably  upon 


early  applicants. 
The  benefit  for 
the    schools  is 
they  can  lock  in 
a  certain  num- 
ber of  atten- 
dees and  thus, 
plan  their  bud- 
gets earlier.  ,  ^ 

Despite  the 
advantages,  the 
decision  to  go 
early  decision  may 
not  be  right  for 
every  applicant.  Since 
acceptances  are  binding, 
students  should  be  absolutely 
certain  they  want  to  attend 
the  school.  There  is  no  turn- 
ing back  unless  a  family  can 
prove  that  the  financial  bur- 
den is  higher  than  originally 
anticipated.  "Students  who 
have  researched  their  options 
and  are  sure  they  want  to 
go  to  a  particular  school  are 
good  candidates  to  apply  ear- 
ly," says  Maureen  Matheson, 
a  director  at  The  College 

Keys  to  the 
Decision 

•  Make  sure  you  want  to 
attend  the  school.  If 
you're  accepted,  there's 
no  turning  back. 

•  Do  not  apply  in  the 
early  decision  pool  if 
you  require  substantial 
financial  aid.  You  are 
less  likely  to  get  a 
strong  package  and  will 
be  unable  to  compare 
offers  from  other 
schools. 

•  Have  applications  to 
backup  schools  ready  to 
go  out  immediately  in 
case  you  get  rejected  or 
deferred  from  your  early 
decision  choice. 

DATA  BUSINESS  WEEK 


Board  in  New  York,  a  non- 
profit group  of  schools  and 
colleges. 

MONEY.  Once  a  student  has 
decided  a  particular  school 
is  the  right  one,  he  or  she 
must  carefully  evaluate  the 
affordability.  Anyone  who 
needs  substantial  finan- 
cial aid  is  generally  bet- 
ter off  in  the  regular  ap- 
plicant pool.  "The  school 
sees  the  early-deci- 
sion applicant  as  a 
motivated  buyer,  so 
they  won't  give  you 
as  good  a  financial  offer  as 
a  student  they  have  to  con- 
vince to  attend,"  says  Kal- 
man  Chany,  president  of 
Campus  Consultants  in  New 
York  and  author  of  Paying 
for  College  Without  Going 
Broke  ($18;  Random  House). 
Financial-aid  packages  vary 
among  schools.  So  an  early- 
decision  student  loses  the 
chance  to  compare  compet- 
ing offers. 

Students  of  American- In- 
dian, Hispanic,  or  African- 
American  descent  may  also 
have  a  better  chance  of  get- 
ting a  good  financial  package 
in  the  i-egular  group  of  can- 
didates. "Minority  set-asides 
are  more  generous  in  the 
bigger  pool,"  says  Jayme 
Stewart,  a  guidance  coun- 
selor at  York  Preparatory  in 
New  York  City.  Students 


College 
planning 


■  -"  who  think  im- 

proving gi'ade-point 
averages  in  their  senior  year 
or  another  round  of  sat 
scores  might  make  them 
stronger  candidates  should 
also  wait  to  apply. 

Students  not  accepted  in 
the  early  round  will  usually 
be  deferred  to  the  regular 
applicant  pool.  However, 
only  a  small  percentage 
of  those  deferred  make 
the  grade  later.  Chany 
advises  early-deci- 
sion applicants  to  as- 
sume they'll  be  re- 
jected. Then  they'll 
have  applications  to  backup 
schools  ready  to  send  out  im- 
mediately upon  getting  the 
bad  news.  They'll  need  to  act 
quickly,  because  by  the  time 
schools  notify  eai'ly-decision 
applicants,  there's  little  time 
left  to  gather  transcripts, 
recommendations,  and  other 
documents  before  the  regular 
deadlines. 

The  competition  for  admit- 
tance to  the  top  schools  has 
only  been  getting  tougher. 
But  applying  early  decision 
could  put  you  at  the  head  of 
the  class.         Toddi  &idner 


More  extensive  information 
on  college  planning  and 
financing  can  be  found  at 
www.businessweek.com  and 
on  AOL  at  Keyword:  BW. 
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Marketplace 
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Audio  Books 


BOOKS  #  i 
ON  TAPE*  1 


World's  Largest  Selection" 


•  Best  Sellers  on  Cassette 

•  Full-length  Readings 

•  Call  for  More  Information 

http://booksontape.com 


(800)  88'BOOKS 


Business  Opportunities 


$350K+-t-+  Annual  Profit 

Potential  From  Home 
from  less  than  $10K  start  up! 


•  $75K  possible  first  tew  months 

•  Nominal  overhead 

•  Exciting  breakthrough  products 

•  24  hour  support  system 

•  No  employees  •  No  inventory 

•  No  selling  expenence  required 

•  Flexible  hours 

•  Portable-operate  anywhere  you 
have  fax  and  phone 

Financial  freedom  can  be  yours  in 
90  days!  Find  out  more  today 

1-800-432-0018,  Ext.  5252 
Fax  207-767-1103 
FREEDOM  ASSOCIA  TES 


Business  Opportunities 


YOUR  LAST  PHONE  CALL 


Been  looking  for  a  business 
opportunity?  Having  a  hard 
time  finding  a  legitimate 
business?  Make  one  more  call... 


1-800-601-7200 


Turn  Human  Resources 
into  Resourceful  Humans 

Prestigious  Home-Based  Business 

•  Proven  turn -key  system 

•  Financially  impressive 

•  Comprehensive  training  & 
ongoing  support 

•  Not  MLM 

•  99"'^  customer  satisfaction 

Call  (800)  745-0670 


CONSULTANTS 


International  firm  expanding  in 
US  needs  independent  consultants 
to  represent  our  company.  We 
offer  some  of  tlie  finest  Training 
and  Development  processes 
available  today.  Very  liigh  income 
potential.  Extensive  training  and 
support.  Management,  marketing, 
or  consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB117 

31  Hickory  Road 
Mohnton,  PA  19540 
(800)  799-6227,  Ext.  12 
FAX:  (610)  775-9686 


Real  Estate 


S/nootJi  Sailing  -flhsad 

CALL  FOR  A  FREE  BOOKLET: 
HOW  TO  BUY  YOUR  HOME  IN  FLORIDA 

What  to  look  for— What  to  look  out  for. . . 

PRINGLE  DEVELOPMENT 
1-800-533-5940 


http://www.pringle.com 

VOID  WHERE  PROHIBITED 


WANTED 
LEADING-EDGE 
CONSULTANTS 

Establish/expand  your  own  practice  using 
an  innovative  approach  for  rapid  business 
transformation-  On-going  training  & 
support  provided  Candidates  need 
proven  business  development  track 
record  Investment  required.  Explore  via: 
www.operatlonalimpact.com 
Fax  resume  to:  860-688-0378 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  Leasesfrom  $1,000  to 
$10  million.  No  co-brokering.  Work 
directly  w/Natlonal  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

k  The  Loan  Con$ultunl\,  Inc.  . 


Business  Opportunities 


I  MADE  OVER  $1,000,000 
LAST  YEAR... 


.in  a  zero  stress,  relaxed,  ideal 
lifestyle,  simple,  fiome-based  business! 
Now  I  want  to  teach  2  highly 
motivated  persons  in  your  area  my 
turn-key  system.  Call  my 


Business  Opportunities 


SELL  A/£IV  PATENTED  DEVICES 
in  the  Water  Energy  field 

and  receive  substantial  profits  Simple 
15-minute  demonstration  produces 

dynamic  results  Prime  territories  still 
available  Small  initial  investment 
For  details  and  Free  sample 

Call  1-800-447-4962 

Fax  310-530-1381  Cfironomite  Labs,  Inc. 


Internet  Goldmine 


I 


♦  Hike  over  $IOOK  your  1st  year! 

♦  Guaranteed  Monthly  Payouts!! 

♦  No  Selling  ♦  Not  Multi-Level 

♦  low  Start-up  ♦  Proven  Results 


inet  ^  (888) 


788-INET 


International  Marketing/Consi 


CHIN 


E<xe  Internalionai  Inc.  China  Business  Cor 
Establish  your  Manufacturing  Facility  or  Branq 
in  China  ■  U.S.  Owned  or  U.S.  /  Chinese  Joint  I 


Do  Business  IN  Asi 
John  H.  Staples  Pb 
(713)  266-8800 

Our  Clients  Will  Impress  1 


Business  Services 


THE  FUTURE  h 


CyberSchedulj 

Just  Phone  It  In, 
We'll  Do  The  Rest  1 
www.cyberscheduler.J 


0  £- 


-^vi-csT'Virtual  Office  Inl 

'^r^  ELECTROII 
1^::.  FILING 
SYSTEM 

Tame  inf  ormotion  Snt/u 
monster!  Er^"TS!!| 

1-800-843-93 


Franchising 


Franchisi 

your  business 

Call  for  Inlormallon  about 
"Franchise  Your  Business"  sem 
or  Information  on  franctilsin 

Francorp' 

SpeclBllstt  In  Franchlit  Devalopmenf  .'■ 

I-SOO-FRANCHISE  (1-800-372^ 


Furniture 


Executive  Dei 

.30to50%SAVING$^^-^' 

•  Riverside,  Berldine,  Sealy,  1 

•  FREE- factory  direct  delivej 
World's  Largest  On-Line  FurnituriJ 
http://www.FurnltureFlnd.»l 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


Sales  Promotion/Display  Products 


argesi  selection  ol  literature  displays  in  ttie  country  and 
9  and  expenence  to  help  you  select  a  display  to  really 
materials  FREE  68  page  catalog  800-626-0322. 


SIEGEL 

DISPIAY  PRODUaS  >_..^^_- 


uter  Equipment 


ETT-PACKARD 

luySell-Trade 

COLORPRO  draft/master 

DRAFTPRO  DESIGNJET 

IC  PLOTTERS  RUGGlJDWKITER 

workstations  &  Vectras 
efurbished  Equrpment 
isher  &  Associates 

iKve.  S,  Birmingham,  AL  35222 
91-4747  Fax  205/591 -1108 
i  •  e-nriail  sales@dasher.com 


AS/400 
uy  ■  Sell  ■  Trade 

Memory  Upgrades 
Disks  Downgrades 
Tapes  Takeouts 
Maintenance  Eligible 
jware  Worldwide 

]  Canton  M  -Manetta,  GA  30066 
i28-3442  •  fax  (7701  592-6754 
&US400  com  •  Web  www  us400  corn 


rporate  Gifts 


10  Tattoos! 


rary  Tattoos  with  your  Logo, 
Just  S189.00!! 

;&H  (CA  add  7.25%  sales  tax) 
lized!  Full  Color!  J"  x  2" 

Calico 

ive,  Ste  201  •  Vacaville,  CA  95687 
18-7072  •  Fax:  707/446-8273 


Travel/Asia 


Asia/South  Pacific 
Discounted  Air  Fares 


Using  Leading  Airlines  Including... 

United  Airlines,  Cathay  Pacific. 
Thai  Airways,  Air  New  Zealand 


Chisholm  Travel,  Inc. 


312-263-7900  /  800-631-2824 

Fax:  312-759-9234  www.chishoimair.net 


Computer  Software 


FueshSIStaiitSISbvbk® 

Bankruptcy  Software 

in  MS-Worcf  and  WordPerfect® 


$^  50  downloads      $^  shipments 

www.freshstart.com  800-773-9373 
Automatically  Formats  &  Calculates 
Enter  data  and  file  Official  Forms  for 
Chapters?,  9,  11,  12,  and  13 


Health/Wellness 


Are  I.  Stressed 

Tense,  or  '^,^xicu<? 

...  IfsTimcta  Chill  Out' 

—  nHhou!  sedation  oi  riiowsiness 


&  Pacific  BioLogic 

Du.  .eta.le,  d,  cjII  800-869-8783 


Health/Bicycling 


Avoid  Impotence, 

painful  pressure  on  your  tailbone, 
prostate,  you  name  it!  See  August 
'97  issue  of  Bicycling  Magazine. 


SI  39.00  Nitro-gel 
Filled 


Suitable  for  all  bicycles,  including 
stationary.  60  day  money  back 
guarantee.  Master  Card  /  Visa. 
Visit:  www.abs-sports.com  or 
call:  1-732-323-8773. 


Corporate  Gifts/Premiums 


This  is 
AME 


YOU'RE  ALLOWED  TO 
SHOP  FOR  200  PEN  SETS 
AT  I  A.M.  IF  YOU  WANT  TO. 


PROMOMART 

http://www.promomart.com/bw 

Tour  imprinted  holiday  gift  cybtntore. 

Enter  the  monthly  drawing 
for  $1,000  In  free  stuff  I 


Visit  www.promomart.com/bw 


Newsletters 


Free  1  Mo.  Subscription* 
Daily  Financial  Newsletter 
Wall  Street  Whispers 

Reports  opinions  from  the  industry's  leading 
newsletters  nationwide  -Complele  market 
overview  &  commentary  'New  stock  issues 
•Low  priced  stocks  'Best  stock  and  option 
picks,  &  more!  'free  month  with  1  mo  trial 
subscription  Only  $19.95/ino.  or  $199.95/yr. 
visit  us  at  www.wallstwhispers.com 
or  call  800/358-9887 


Financial  Services 


Forget  Banks. 


Turn  Your  Accounts  Receivable 
Into  Cash  in  24  Hours. 

Call  CDS  1-800-338-7353 


Wines/Cigars 


Wineceliars 
Humidors 


Factory  Direct  to  Ybu 


Beaulilul  burl  rool  tiumidors  lor  75 
cigars  only  $169.  includes  tiumidi- 
lier,  solution  kit  and  hygronneler-a 
J (00  value'  Other  models  lor  up  ■ 
to  250  cigars  wilfi  a  mirror- 
like  poly/lacquer  tinisti  and  . 
brass  locksets  Display 
units  wilti  2  glass  doors  & 
electric  tiumidilier-holds  1500  cigars 
only  $1395  and  custom  walk-ins  tiold  millions' 

47  Deluxe  Wineceliars,  24  bottle  cellars  from 
$229.  handmade  wood  cellars  tor  60  to  3400 
bottles,  cooling  units,  custom  racks  and  cellars 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


Consumer  Electronics 


Music  World 
Computer  World 

America's  Only  Catalogue  of  its  Kind! 

Receive  Our  FREE  Mail 
Oidei  Catalogue  Now! 

212  pgs.  of  Top  Brand 
Nomes  in 

Auiio  *  Video 
Computers  •Porlables 

Home  Office 
MmicVideo  &  More 
JUI  at  Distount 

Order  loll  Free  ?4  Hours  A  Doy,  7  Ooys  A  Week 

1-800-221-8180 


Corporate  Gifts 


ptLor  eoMMi 


DESIGNED  FOR 
MILITARY  PILOTS 

'  Solid  stainless  steel  ' 
case  &  band  •  Double 
lock  clasp  •  Screw-in 
back  &  crown  •  W/R  to 
330  ft  •  Date  window 

•Revolving  bezel 
Hardened  mineral  lens 

•  VD57  quartz  mov't 
by  SEIKO  •  30  Day 

money  back  guarantee 

•  Ltd.  lifetime  warranty 

•  Deluxe  Gift  Boxed 

•  Same  day  shipping., 
$350  VALUE  NOW  ' 

ONLY$159+$6S&H 
CREDIT  CARDS 
1.800.544.4365 
I  ASK  FOR  OPEfWOR  459  \'\ 
2-459  •  Beverly  Hills,  CA  90210  ; 


FOR  AO  RATES  ANO  INFORMATION 

PHONE:  (312)  464  0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


Business  Services 


BUSINESS  PLANS 


Customized  Business  Plans  For 
•  SBA     •  Venture  Capital 
•  Private  Loans 
Written  by  Corporate  Attorney 

1-800-963-2453 

Call  for  quotations 


$99  TRADEMARK 
SEARCHES 

Lowest  filing  fees 
Fastest  responses 
Call  tollfree 

1-888-812-9255 


INCORPORRTE 


•  FREE  Information 

•  All  U.S.  States  and  Offshore 

•  Attorney  owned  and  operated 

1-800-672-9110 

www.corpcreations.com 


TRRDEMRRK 


OFFSHORE 

•  Tax  Free  Companies.  Trust/Foundations 

•  Accounts/Credit  Cards 

•  Tax-Minimization  &  Planning 

•  OfTshore  Investments 

•  Legal  2nd  Citizenship  and  Passport 
http-7/ www. offshore  spec  ialjsts.com 

Butterfield,  Reimer  &  Assoc.  S.A. 
Tel.++501-234274,  Fax++501-23430€ 
PO  Box  2098,  BeUze  City.  BeUze,  Cj\. 


TAX  FREE  NEVADA 


You  hav»  undoubt»dly  alr«ady  l«arn«d  of  the 
great  benente  of  incor|x>r«t]ng  In  Nevada.  Now 
learn  aboul  our  low-coat  Incorporation  and  veJu- 
able  support  services  for  small  buslneesea. 
Wyoming  and  oft&^K>re  sarvlcec  too. 

FREE  INFORMATION.  CALL  TODAYl 


Carson  Registered  Agen|s,  Inc 
TOLL  FREE  (888)  330-4020 


RESEARCH  REPORTS 


20,000  ACADEMIC  TOPICS  AVAILABLE! 

Send  $2  for  the  290  page  catalog 
Custoni-wiitien  icpofis  J/so  dv3il3ble 
RESEARCH  ASSISTANCE 
11322  laaho  Ave ,  #206BF 
Los  Angeles,  CA  90025 
TOLL  FREE  HOTLINE:  800-351-0222 


http:  //www.research-assistance.com 


Business  Services 


Personal  Checks 

with  the  purchase  of  600 

i-7()-/VP(it;c  Bu.siiicss  Checks 

only  ^29  '^^+  S&H 
(Offer  good  thru  12/3t/97) 

1-800-239-4087 


Education/Instruction 


INVEST  IN  YOU 


Your  VALUE  Is  What  You  Know 
Approved  BS's  and  Masters  m  Business  and 
Engineenng  Through  Distance  Learning 


CNU 


16409  Panhenja  Streel,  Ni.nh  Hills.      91 .143 

For  Catalog  Call  1-800-782-2422 
Web  Site:  http:  //www.cnuas.edu 


MBA  BY  Distance  Leahning 

Maiof  British  university  otters  accredited  MBA,  no 
Bactielor's  oi  GMAT  needed  Cliosen  by  Economist 
Intelligence  Unit  as  one  ot  world's  best  MBA  programs 

HERIOT-WAn  UNIVERSITY  j  (800)  MBA-0707 
North  American  Distributor  !       Ask  lor  ext  20 
6921  Stockton  St,  Suite  2,  El  Cerrito,  CA  94530 
For  Immediate  FaxBack  literature:  from  your 
fax  machine's  phone,  call  (510)  486-8900. 


Education/lnstructiol 
BS,  MA,  MBA,  Ph. 

EARN  A  DEGREI 

1  resume  tor  no-cost  evaluation 
(800)  240-( 

6400  Uptown  E 
~iy:'  Suite 


Approved  Self  Paced  Home  !ia 
Associate  Bactielors  Masters  D(  i 

Emphasis  in:  Business  Admin.  Public 
Health  Care  Admin,  Human  Reso 
Finance,  Infl  Business,  Tech  Mgrn^ 
Paralegal,  Psychology,  Computer  Si 
http://www.scups.edu 
Email:  enroll@scups.edu 
1-800/477-2254(24  hrs) 
Southern  California  Univers 
for  Professional  Studies 
1840  E.  17  St-BW.  Santa  Ana,  CA  Ti 


Get  a  CoLLEGk 
Degree  In  27  D; 

BS/  MS/  MBA/  PhD.,  eu 

Including  graduation  nng,  trans 
diploma.   Yes,  it's  real, 
guaranteed  and  accredited. 
Columbia  State  Universi 

1-800-689-8647 


'■1 


DON'T  MISS  THE  OPPORTUNITY  TO 
ADVERTISE  IN  THE  BUSINESS  M^EE/C  MARKETPLACE  AND 
REACH  OVER  6  MILLION  RESPONSIVE  READERS 
WITH  THE  EDUCATION,  FINANCIAL  MEANS 
AND  INTEREST  TO  RESPOND  TO  YOUR  OFFER. 

The  next  Marketplace  section  closes  on 
November  24  for  the  January  issues. 
For  rates  and  information  contact: 

Business  Week  Marketplace 
500  North  Michigan  Avenue 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 


siness  Week  Index 


JCTION  INDEX 


je  from  last  week:  0  0% 
>e  from  last  year  5  5% 


PRODUCTION  INDEX 

Oct.  18=127.0 
1992=100 


Feb,  June  Oct 

1997  1997  1997 

ex  IS  a  4-week  moving  average 

iction  index  was  unchanged  in  tfie  week  ended  Oct.  18,  but  the 
d  index  fell  1%  to  126,8,  from  128,1  the  week  before.  After 
3d|ustment,  electric-power  output  was  down  3.7%.  with  the  biggest 
in  the  New  England  region.  Rail-freight  traffic  dipped  2%.  Fourteen 

commodity  groups  registered  declines  m  carload  freight,  led  by 
lings,  which  were  off  11.8%  and  metallic  ore  volume,  off  5%.  Steel, 
coal,  and  lumber  were  also  down. 

1  index  copyright  1997  by  The  f^cGraw-Hill  Companies 


NG  INDICATORS 


RICES  (10/24)  ScxP  500 

LATEST 
WEEK 

941.64 

WEEK 
AGO 

944,16 

YEARLY 
%  CHG 

34,3 

ITE  BOND  YIELD.  Aaa  (10/24) 

7.05% 

7,05% 

-4,6 

lAL  MATERIALS  PRICES  (10/24) 

104.9 

104,8 

-1,6 

S  FAILURES  (10/17) 

NA 

NA 

NA 

FATE  LOANS  (10/15)  bilhons 

NA 

NA 

NA 

UPPLY.  M2  (10/13)  billions 

$3,979.3  $3,987.6r 

5,3 

iLAIMS.  UNEMPLOYMENT  (10/18)  ttious  315 

307r 

-2,2 

Standard  &  Poor's,  Moody's,  Journal  of 
serve,  Labor  Dept. 

Commerce  (incJex  1990=100), 

EST  RATES 

FUNDS  (10/28) 

LATEST 
WEEK 

5,49% 

WEEK 
AGO 

5,53% 

YEAR 
AGO 

5,22% 

DIAL  PAPER  (10/28)  3-month 

5,58 

5,59 

5.41 

!ATES  OF  DEPOSIT  (10/29)  3-month 

5,67 

5,69 

5.38 

IRTGAGE  (10/24)  30-year 

7,51 

7.48 

8.09 

BLE  MORTGAGE  (10/24)  one-year 

5,70 

5.67 

5.88 

0/24) 

8,50 

8.50 

8.25 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


PRODUCTION  INDICATORS 


STEEL  (10/25)  thous.  of  net  tons 

LATEST 
WEEK 

2,127 

WEEK 
AGO 

2,164# 

YEARLY 
%  CHG 

10.5 

AUTOS  (10/25)  units 

127,034 

126,343r# 

17.5 

TRUCKS  (10/25)  units 

135,046 

142,283r# 

13.7 

ELECTRIC  POWER  (10/25)  millions  of  kilowatt-hrs.  59,922 

60,550# 

2.3 

CRUDE-OIL  REFINING  (10/25)  thous.  of  bbl./day  14,661 

14,855# 

2.7 

COAL  (10/18)  thous.  of  net  tons 

21,298# 

21,344 

4,8 

LUMBER  (10/18)  miMions  of  ft. 

446, 7# 

470.8 

-10.2 

RAIL  FREIGHT  (10/18)  billions  of  ton-miles 

27. 5# 

28.1 

-2.1 

Sources:  American  Iron  &  Steel  Institute,  Ward's 
Institute,  American  Petroleum  Institute,  Energy  Dept 
American  Railroads 

Automotive  Reports,  Edison  Electric 
,  WVI/PAi,  SFPA2,  Association  of 

PRICES 

GOLD  (10/29)  $/troy  oz. 

LATEST 
WEEK 

313.500 

WEEK 
AGO 

322.450 

YEARLY 
%CHG 

-17.4 

STEEL  SCRAP  (10/28)  #1  heavy,  $/ton 

139.50 

139.50 

10,3 

COPPER  (10/24)  e/ib. 

96.9 

97.9 

-4.2 

ALUMINUM  (10/24)  e/ib. 

76.3 

78.0 

16.5 

COTTON  (10/25)  strict  low  middling  1-1/16  in,. 

(Z/lb.  69.58 

69.42 

-1.3 

OIL  (10/28)  $/bbl. 

20.39 

20.57 

-15.8 

CRB  FOODSTUFFS  (10/28)  1967=100 

257.20 

247.63 

5.8 

CRB  RAW  INDUSTRIALS  (10/28)  1967=100 

331.82 

333.13 

1,1 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX,  Commodity  Research  Bureau 

market,  Metals 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (10/29) 

LATEST 
WEEK 

120.84 

WEEK  YEAR 
AGO  AGO 

120.72  113.89 

GERMAN  MARK  (10/29) 

1.73 

1.78 

1.51 

BRITISH  POUND  (10/29) 

1.67 

1.63 

1.63 

FRENCH  FRANC  (10/29) 

5.81 

5.98 

5.10 

ITALIAN  LIRA  10/29) 

1701.5 

1740.5  1513.8 

CANADIAN  DOLLAR  (10/29) 

1.40 

1.39 

1.34 

MEXICAN  PESO  (10/29) 

8.170 

7.716 

7.995 

TRADE-WEIGHTED  DOLLAR  INDEX  (10/29) 

105.3 

.106.3 

97.9 

Sources:  Maior  New  York  banks  Currencies  expressed  in  units  per  U,S  dollar, 
except  for  British  pound  in  dollars.  Trade-weighted  dollar  via  J  P.  Morgan 


in  the  production  indicators  are  seasonally  adjusted  m  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l^Western  Wood  Products  Assn,       2=Southern  Forest  Products  Assn,         3=Free  market  value       NA=Not  available       r=revised       NM-Not  meaningful 


IE  WEEK  AHEAD 


XL  INCOME 

Nov.  3,  8:30  a.m.EST^-  Personal 
i  expected  to  have  risen  0.4%  m 
ir.  based  on  a  survey  of  econo- 
MMS  International,  a  unit  of  The 
^ill  Companies.  August  income 
4>.  Consumer  spending  probably 
I  0.2%,  after  August's  0.3%  gam. 
irter  real  outlays  probably  rose  at 
I  rate  in  the  5.5%  to  6%  range. 

SING  MANAGERS  INDEX 

Nov,  3.  10:00  a,m.EST^  The 
Association  of  Purchasing  Manage- 
;tivity  index  for  October  is  expect- 
e  edged  down  to  54%,  says  the 
ey,  from  54.2%  in  September, 


CONSTRUCTION  SPENDING 

Monday,  Nov.  3,  10:00  a.m. est  Con- 
struction outlays  for  September  are  expect- 
ed to  have  risen  0.5%,  says  the  mms  poll, 
after  falling  0.3%  m  August. 

LEADING  INDICATORS 

Tuesday,  Nov.  4,  10:00  a.m. est ^  The  index 
of  10  leading  indicators  is  projected  to  have 
increased  by  0.2%  in  September,  based  on 
the  MMS  survey,  the  fifth  consecutive  gain. 

MANUFACTURING  INVENTORIES 

Wednesday,  Nov.  5,  10:00  a.m. est  ^  Man- 
ufacturers' inventories  are  expected  to  have 
risen  0.4%  in  September,  the  same 
increase  as  in  August. 


LABOR  MARKETS 

Friday,  Nov.  7,  8:30  a.m. est  ^  The  tviMS 
survey  projects  that  October  nonfarm  pay- 
rolls vi/ill  show/  a  gam  of  208,000  workers. 
The  reading  should  not  be  distorted  by  the 
special  factors  that  affected  both  August 
and  September.  The  jobless  rate  is  expect- 
ed to  have  declined  to  4.8%,  from  4.9%, 
and  hourly  earnings  are  projected  to  have 
increased  0.3%,  the  same  as  in  September. 

CONSUMER  CREDIT 

Friday,  Nov.  7,  3:00  p.m. est  Consumers 
are  expected  to  have  added  $5  billion  to 
their  installment  debt  in  September,  after 
increases  averaging  $3.6  billion  during  the 
previous  three  months. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


< — 


Sunday 

After  the  market  shock: 
What's  ahead — here  and 
abroad?  Talk  with  Business 
Week  experts  in  New  York  and 
Hong  Kong,  including  chief 
economist  Bill  Wolman,  for 
the  latest  answers  on  the 
volatile  situation.  Nov.  2 
9  p.m.  EST  -  check  online 
for  location 

Monday 

Rescheduled:  What's  the  best 
way  to  incorporate  your 
busmess?  Fmd  out  from 
California  attorney  Tony 
Mancuso,  author  of  How  to 
Form  Your  Own  Corporation. 
It's  another  event  coming  to 
you  from  BW's  Enterprise 
edition.  Nov.  3 
8  p.m.  EST  in  the 
BW  Enterprise  Chat  Room 


AOL  keyword:  BW 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eacti  event. 


For  a  free  trial  diskette 
including  50  free  tiours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 

A  M  E  Ryl^C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies,  listed  onkf  in  tobies  are  n^Jricli)d^v  _ 


Access  Research  130 
Adam  Opel  (GM)  54 
Advanta  (ADVNA)  64 
AetnaAJ.S  Healthcare 
(AETl  107 

Aggressive  Growth  Fund 
(USAUX)  63 

American  AAdvantage  130 
American  Express  (AXP)  8,118 
American  Income  Life 

Insurance  52 
AMR  (AMR)  63,130 
Analog  Devices  (ADD  72 
APACTeleServices  63 
Apple  Computer  (AAPL)  8,19, 
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6.75 
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LONG-TERM  AA  TELEPHONES 

7.01 

7.22 

7.39 

TAXABLE  EQUIVALENT 

6.81 

7.00 

7.77 
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Prudent  Bear 

8.1 

Guinness  Flight  China  &  H.K. 

-37.5 

Utilities 

-1.5 

Pacific/Asia  ex-Japan 

-29.1 

Caldtwell  &  Orkin  Mkt.  0pp. 

3.5 

Eaton  Vance  Grtr.  China  C 

-37.5 

Domestic  Hybrid 

-2.1 

Diversified  Pacific/Asia 

-18.8 

Gintel 

3.3 

Morgan  Stan.  Asian  Grth.  A 

-35.7 

Financial 

-2.4 

Precious  Metals 

-17.1 

Smith  Barney  Telecom.  Income  2.5 

Wright  EquiFund-Hong  Kong 

-35.6 

Health 

-2.9 

Diversified  Emerging  Markets 

-15.5 

Rydex  Ursa 

2.3 

Lex.  Crosby  Sm.  Cap  Asia 

-35.5 
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-3.2 

Latin  America 

-13.6 
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Leaders 

Laggards 

52-week  total  return 

% 

52-week  total  return 

0,' 

52-week  total  return 

% 

52-week  total  return 
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-55.2 
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43.5 

Precious  Metals 

-35.1 
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75.3 
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-49.4 

Small-cap  Value 

34.9 

Pacific/Asia  ex-lapan 

-29.6 
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87.1 
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32.8 
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-21.5 

American  Heritage 

64.4 
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^7.4 

Mid-cap  Value 

30.9 
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-13.1 
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63.0 
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^6.3 
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2.1 
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Editorials 


WHAT  THE  MARKETS  ARE  TELLING  US 


Those  popping  sounds  heard  around  the  world  are  not 
only  liquidity  bubbles  bui"sting  in  property,  banking,  and 
equity  markets  but  the  escaping  hot  air  of  Asian  and 
American  an'ogance.  We  are  in  the  veiy  early  stages  of  inte- 
gi'ated  global  capitalism,  and  it  is  now  clear  that  eveiyone  has 
a  lot  to  leam.  That  is  the  meta-message  delivered  by  the 
world's  stock  markets  in  recent  days.  If  we  leam  quickly,  the 
global  economy  can  I'esume  its  pace  of  high  gi'owth  and  rising 
prosperity.  If  we  don't,  some  serious  trouble  may  lie  ahead. 

Lesson  One:  Asian  hubris  is  blinding  its  leaders.  For  too 

many  years,  political  leaders  from  Singapore  and  Malaysia  to 
Japan  and  Korea  beheved  their  own  propaganda.  They  cele- 
brated the  superiority  of  collectivist  Asian  values  over  indi- 
viduahst  Western  values  while  turning  a  blind  eye  to  massive 
political  and  economic  coiTuption  in  then*  coimtries.  The  result? 
Markets  are  not  clearing  in  Thailand,  Indonesia,  Korea,  or 
Japan,  because  govemment-controlled  banks  made  billions  of 
dollars  in  easy-money  loans  to  family  and  fiiends  of  the  well- 
connected  and  bm-eaucratically  protected.  Without  mai'ket  dis- 
cipline or  risk-based  bank  lending,  too  much  money  in  the 
past  decade  went  into  empty  office  buildings,  car  factories,  chip 
plants,  and  a  host  of  other-  ill-considered  projects.  With  the 
crash  of  mai'kets  thi'oughout  Asia,  attempts  to  cut  back  mean 
hurting  the  sons  and  daughters  of  presidents,  the  cronies  of 
prime  ministers,  the  campaign  contributors  of  political  parties, 
and  the  favored  industries  of  powerful  ministries.  No  wonder 
there  is  paralysis  as  crises  sweep  Southeast  and  Northern 
Asia.  The  Mexican  financial  crisis  in  1995  was  resolved  quick- 
ly because  pohticians  were  wilKng  to  make  hard  choices  in  an 
economy  that  was  open  and  transparent.  Asia  should  follow- 
that  example.  The  amazing  growth  record  of  the  past  gives 
Asians  a  lot  to  be  proud  of  But  further  growth  can  come  only 
with  Asia  fully  embracing  market  democracy,  instead  of  hold- 
ing it  suspiciously  at  ann's  length. 

Lesson  Two:  Overcapacity  is  beginning  to  define  the  glob- 
al economy  in  ways  unforeseen.  It  is  deflating  asset  values, 
curbing  pricing  power,  and  threatening  trade  wars.  Domestic 
demand  in  Asia,  while  rising,  still  significantly  lags  the  gi'owth 
in  capacity.  The  result  is  that  every  country  in  Asia  (and  Eu- 
rope and  Latin  America,  for  that  matter)  has  an  export-pro- 
motion policy,  but  no  one  has  an  import-promotion  policy. 
The  resulting  overcapacity  is  unleashing  deflationary  forces 
worldwide.  America  is  becoming  the  buyer  of  last  resort  for 
countries  that  overbuild  and  underconsume.  This  puts  defla- 
tionary pressure  on  corporate  earnings  and  may  be  the  most 
important  single  reason  for  the  stock  shock  in  U.S.  mar- 
kets. Ovei'capacity  is  also  leading  to  trade  frictions  within 
Asia  that  threaten  to  spill  over  to  the  U.  S.  Competitive  de- 
valuations began  with  Japan  and  China  and  are  now  sweep- 
ing all  Asia,  as  nations  scramble  for  a  trade  advantage.  Chi- 
na's 1995  devaluation  of  the  yuan  generated  $65  billion  in  new 


exports  and  knocked  Southeast  Asia  into  a  deficit,  pre 
fating  the  cui'rerit  crisis.  The  U.  S.  trade  deficit  could  so; 
$300  billion  next  year  if  exports  drop  by  10%  to  15%  and 
ports  rise  by  20%  to  25%. 

Lesson  Three:  American  triumphalism  may  be  dange 
to  the  country's  economic  health.  The  U.  S.  has  been  stru 
about,  boasting  of  its  technological  prowess  and  competitive' 
Yet  Eiu-ope  has  superior  cell  phones  and  smart  cards,  \ 
Asia  has  higher  savings  rates  and  makes  much  of  the  wcf 
consumer  electronics.  As  Federal  Reserve  Board  Chau 
Alan  Greenspan  has  wamed,  this  kind  of  headiness  can 
find  its  way  into  um-ealistic  eaiTiings  expectations  for  Corpi 
America.  And  this  may  have  happened  precisely  at  a 
when  deflationary  forces  ar-e  making  liigher  earnings  that 
harder  to  acliieve.  Was  an  over*extended  stock  mai'ket  so| 
nerable  that  it  wa.s  suddenly  shocked  by  the  Hong  Kong  c; 

It's  time  to  get  a  grip.  America  has  done  a  great  job 
structiu-ing  its  industries,  balancing  its  budget,  and  movini 
the  Information  Age.  But  when  investors  come  to  e 
strong  double-digit  increases  in  their  stock  portfolios  year 
year,  as  some  recent  surveys  have  suggested  they  do,  thej 
the  companies  that  promise  eaniings  gi'owth  of  that  magu 
are  setting  themselves  up  for  an  inevitable  fall. 

Lesson  Four:  There  is  no  substitute  for  leadership.  The 

rent  global  crisis  could  have  been  contained  in  Southeast 
if  officials  had  taken  proper  action.  Wlien  Mexico  trippec 
yeai's  ago,  Tr-easiuy  Secr-etary  Robert  E.  Rubin  organic 
massive  support  progr-am  that  included  the  Inter-national 
etary  Fimd.  In  exchange  for  a  $50  billion  loan,  Mexico  h 
pledge  to  significantly  r-efor-m  its  economy.  It  did.  And 
years  later,  the  Mexican  economy  is  gr-owing  at  8%  annu 

No  such  thing  has  happened  in  Asia.  Japan  took  the  le 
or-ganizing  a  bailout  for  Thailand  but  failed  to  follow  thrt 
Thai  politicians  refuse  to  cut  back  their  cronies'  pet  pro 
Japan,  imable  to  r-efoi-m  itself,  won't  apply  pressur-e  on  Bar 
to  make  necessar-y  changes  despite  its  enor-mous  ecor 
lever-age.  And  the  IMF  just  sits  there.  As  a  result,  the  ciisi 
spr-ead  like  wildfir-e,  fir-st  to  Indonesia  and  Malaysia,  then 
to  Hong  Kong.  It  is  time  for  the  U.  S.  to  show  leader 
Washington  should  convene  an  emergency  meeting  of  th 
countries  to  insist  on  economic  and  financial  reforms 
Asian  goverTunents.  Only  then  can  financial  aid  be  consic 

Global  capitalism  has  gener-ated  an  imprecedented  amoi 
wealth  over  the  past  decade.  In  Asia,  poverty  has  been 
half  and  a  huge  middle  class  has  spning  up.  For  the  U.  S., 
al  capitalism  has  nuitiu-ed  an  almost  magical  combination  o: 
gr-owth  and  low  inflation.  It  is  possible  that  global  capitalis: 
overcome  its  growing  pains  without  seriously  addressin  tl 
problems  that  have  become  evident.  But  it  is  unlikely 
stock  shock  that  has  swept  the  world  makes  clear  the  chi| 
that  are  needed  to  take  global  capitalism  to  the  next  lev 
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Up  Front 


EDITED  BY  LARRY  LIGHT 


FED  FOLLIES 


NOW  SHOWING  AT  THE  FED:  G-SPAN 


HOW  MUCH  OF  A  MARKET 
junkie  is  Federal  Reserve 
Chairman  Alan  Greenspan? 
Even  though  he  has  a  Dow 
Jones  financial  news  terminal 
on  his  desk — as  well  as  a 
crack  research  staff  at  his 
beck  and  call — Greenspan 
doesn't  want  to  be 
out  of  the  loop  for 
even  a  few  min- 
utes. Wlien  he  tes- 
tified before  Con- 
gress on  Oct.  29,  in 
the  wake  of  Wall 
Street's  record 
gyrations,  a  top 
aide  kept  slipping 
him  stock  and 
bond  reports,  giv- 
ing  him  instant  feedback  on 
how  the  markets  were  taking 
his  remarks. 

What's  more,  the  Fed  cliief 
carries  around  a  special  pager 


GREENSPAN:  Wired 


that's  programmed  to  trans- 
mit news  headlines  and  mar- 
ket summaiies.  Lately  he  has 
used  the  pager  to  follow  the 
U.  S.-Iraq  showdovra. 

Greenspan  also  uses  the 
pager  to  monitor  the  market 
during  meetings  of  the  Fed- 
eral Open  Market 
Committee,  which 
convenes  eight 
times  a  year  to 
set  interest  rates. 
The  pager  gives 
the  Fed  chief  an 
edge  over  less- 
wired  FOMC  col- 
leagues if  there's 
an  unexpected 
market  move  amid 
the  discussions.  And  during 
slow  ]3arts  of  marathon  fomc 
meetings,  the  device  could 
serve  as  a  diversion  to  while 
away  the  time.    Dean  Foust 


MAD  AVE 

WHEN  ART  IMITATES 
ADVERTISING 

we've  seen  TV  CHARACTERS 

— or  the  actors  who  play 
them — pitch  products  in  com- 
mercials. But  how  often  does 
a  character  from  an  ad  end  up 
in  a  TV  show?  Lisa  Cat- 
era,  born  in  an  ad  lib 
on  a  Cadillac  commer- 
cial, is  now  the  newest 
doc  on  CBs's  medical 
drama,  Chicago  Hope. 

It  started  when  Gary 
Horton,  a  creative  direc- 
tor at  ad  agency  DMBi-H 
who  also  does  voice- 
overs,  was  horeing  »y 
around.  While  taj>  j'$<'- 
ing  a  lease  ad —  ' 
"Now  you  can  lease 
a  Catera  for  $399  a 
month,"  he  tossed  in 
a  gi'oaner  tag  line. 
Says  Horton:  "I  | 
waited  for  two 
beats  and  then 


said.  Who  is  Lisa  Catera?'" 
Cadillac  left  the  line  in, 
and  it  caught  the  ear  of  John 
Tinker,  executive  producer  of 
Chicago  Hope.  Tinker  was 
adding  a  female  nem-osm-geon 
to  his  fictional  hospital  staff 
and  liked  the  name's  ring. 
Cadillac  was  thrilled,  since 
the  new  entry-level  luxury 
car  is  pitched 
DR.  LISA:  heavily  to 
A/ito  plug  younger 
women.  So 
the  carmaker  ran  a 
"Lease  a  Catera"  ad 
during  the  Oct.  29 
episode  when  Dr. 
Lisa  Catera, 
played  by  actress 
Stacy  Edwards, 
■  made  her  de- 
^  but.  "It  was  just 
/  one  of  those  happy 
accidents,"  says 
Horton.  Serendi))i- 
ty  only  goes  so  fai; 
though.  Dr.  Catera 
drives  a  Volvo. 
Kathleen  Kerivin 


TALK  SHOW  UThe  market  goes  up,  the  market  goes  down 
and  people  keep  bowling.'' 

— Doug  Stanard,  CEO  of  AMF  Bowling,  whose  stock  offering  was 
postponed  four  days  due  to  Wall  Street  gyrations 


LEGAL  BRIEFS 

IS  DELAWARE  THE 
PLACE  TO  GO  BROKE? 

DELAWARE  MAY  LOSE  ITS  SPOT 

as  the  preferred  locale  for 
corporate  bankruptcy  filers. 
The  National  Bankinptcy  Re- 
view Commission,  in  its  pro- 
posed revision  of  the  bank- 
ruptcy code,  recently 
called  on  Congi'ess  to 
bar  companies  from 
filing  in  places  where 
they're  only  incorporat- 
ed— and  don't  have  a 
headquarters  or  signifi- 
cant assets.  Result: 
Delaware's  bankruptcy 
lawyers  ai'e  in  a  tizzy. 

For  decades,  myriad 
companies  have  incorporat- 
ed in  Delaware  because  the 
state  laws  and  courts  favored 
them  in  takeover  fights  and 
other  matters.  Likewise, 
Delaware's  federal  bankrupt- 
cy court  has  gained  a  reputa- 
tion among  attorneys  as  the 
most  sympathetic  to  corpo- 
rate debtors. 

Look  at  the  caseload.  Mar- 
vel Entertainment's  case,  for 
instance,  is  being  heard  there 
even  though  the  comic-book 
publisher  is  located  in  New 


York  City.  Thus  far  in  19! 
Delaware  has  15  filings,  m( 
than  double  those  of  the  ne 
highest  venue,  Californi 
Central  District,  says  N( 
Generation  Research. 

The  study  commission 
cused  on  the  hardship  faci 


creditors  far  from  the  coin; 
house  who  must  travel 
participate  in  a  case.  T 
Delaware  State  Bar  Ass 
however,  says  many  crec 
tors  aren't  situated  near  ?i 
company's  headquarters  ( 
ther.  How  this  issue  will  pi 
in  Congress  is  unclear.  ! 
far,  Capitol  Hill  has  focus/ 
on  the  commission's  recot 
mendations  urging  a  tough'' 
stance  on  debtors  in  perse* 
al  bankruptcies. 


NEW  WORLD  ORDER 


KKR  WILL  KEEPONTRUGKIN' 


KOHLBERC    KRAVIS  ROBERTS 

is  back  in  the  driver's  seat 
with  Russian  tnickmaker  Ka- 
maz.  Local  officials  stand  to 
give  the  buyout  finn  a  strong 
hand  in  running  Kamaz. 

KKR  had  helped  it  raise 
more  than  .$750  million,  main- 
ly loans,  since  1994  and  got 
an  option  to  acquire  16. 5'^^,  of 
the  privatized  com- 
pany. But  this  sum- 
mer Tatarstan's  gov- 
ernment took  a 
controlling  stake 
in  Kamaz.  Offi- 
cials threatened  to 
yank  kkr's  option, 
now  worth  nearly 
$50  million,  unless  KRAVIS 


the  fir-m  raised  another  p\j 
million  in  equity  capital. 

Tatarstan  has  relented  I: 
cause  a  shortage  of  world  i 
capital  forced  the  Kamaz  fj 
tory  to  shut  temporarily.  T 
likeliest  next  step:  kkr  w 
raise  the  equity  and  help  i 
structiu'e  Kamaz'  debt.  In  i 
turn,  the  firm  gets  on  t 
Ixaixl  with  veto  |X)w 
over  hiring  a  n€ 
<  E0.  Another  opti 
is  Tatarstan  wou 
l)uy  out  kkk's  stal' 
"We're  prepared 

J help,  but  we've  g 
to  do  it  right 
kkr's  Henry  Ki-av 
says.   Carol  Matla 


A  veto 
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MARKET  RESEARCH  IS  GOING 

increasingly  online.  Instead 
of  packing  people  into  a  room 
to  review  products,  testers 
are  now  able  to  reach  them 
at  home  at  all  hours.  An 
online  test  is  less  expensive. 
J.  C.  Penney  Co.  pays  about 
$7,000  for  'one— two-thirds 
off  the  price  of  a 
regular  survey. 

In  a  recent 
test  for  Penney, 
417  women  re- 
viewed 60  swim- 
suits  on  their  pc 
screens,  clicking  on 
their  likes  and  dis- 
likes. Avon  Prod- 
ucts execs  are 
crowing  that  online 
testing  correctly  predicted  1 
million  orders  of  Santa  wind 
chimes  from  their  sales  peo- 
ple for  this  Chiistmas.  A  con- 
ventional test  predicted  or- 
ders of  only  300,000. 

Launched  just  two  years 


ago,  consumer  testing  via  PC 
is  small— 1%  of  the  $2  billion 
I'esearch  market — but  gi'ow- 
ing.  It  promises  to  get  even 
bigger  because  of  a  recent  al- 
Uance  between  America  On- 
line Inc.  and  four  research 
fii-ms,  including  Roper  Starch 
Worldwide.  Since  Oct.  1,  aol 
subscribers  can 
take  a  test  on  its 
"Opinion  Place"  in 
retui'n  for  money 
off  their  monthly 
bill.  Internet-based 
testers  give  prizes: 
Connect  Consul- 
tants' (Clickln.com) 
offers  phone  cards. 

For  research 
firms,  the  down- 
side to  online  testing  is 
that  they  can't  get  a  person- 
al sense  of  their  test  sub- 
jects. Researchers  often  like 
to  rerun  videotapes  of  inter- 
views to  weigh  subjects' 
answers.       Roy  Furchgott 


AFTERLIVES 

MELANCHOLY  OVER 
HIS  TELERATE  BABY 

NEIL  HIRSCH  HAS  WATCHED 

from  afar  as  Telerate,  the 
electronic  financial-infoi-ma- 
tion  company  he  founded, 
floundered  since  its  1990  sale 
to  Dow  Jones.  Hard-charging 
rivals  Bloomberg  and 
Reuters  have  eat- 
en into  its  market 
share.  But  Hirsch 
is  convinced  that 
Telerate,  now 
called  Dow  Jones 
Markets,  could  still 
turn  itself  around 
by,  among  other 
things,  upgrading 
its  technology.  HIRSCH: 

The  upgrade 
question  is  a  contentious  one 
within  Dow  Jones,  with  some 
members  of  the  controlling 
Bancroft  family  arguing 
against  any  more  outlays  on 
the  service.  Dow  Jones  re- 


revenue 


cently  reversed  itself,  saying 
it  may  put  the  operation  on 
the  block. 

Hirsch,  a  college  dropout, 
started  Telerate  in  1969  and 
built  it  into  a  Wall  Street  fix- 
ture. "I'm  sad,"  says  Hirsch, 
50,  still  a  subscriber  to  the 
service.  "I  don't  like  what's 
happening."  Dow  Jones  con- 
tests his  gloomy  view,  saying 
has  grown  since 
Hirsch's  departure. 

Lately,  Hirsch 
has  new  interests. 
With  his  undis- 
closed share  of  the 
$1.6  billion  Telerate 
buyout  (the  rest 
went  to  other  in- 
vestors), he  bought 
in  1993  a  small 
electronic-data  net- 
woi'k  called  Loanet. 
It  tracks  securities  lending 
for  such  activities  as  short 
selling.  Loanet  has  recently 
branched  out  overseas,  to 
London,  Tokyo,  and  Hong 
Kong.  Thomas  Bartlett 
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DRAWN  &  QUARTERED 


MEDIA  MANIA 

LOOK  WHO'S 
NAME-DROPPING 

COMPANIES  CHANGE  NAMES 

for  many  reasons,  but  seldom 
because  management  despis- 
es the  old  one.  At  K-III 
Communications,  however, 
staffers  are  eager 
ly  awaiting 
Nov.  18,  TPi' 
when  the 
c  0  m  p  a  n  y 
will  become 
Primedia.  "K 
III  is  a  horri- 
ble name,"  says 
Chairman 
William  Reilly. 

Small  wonder  he  thinks  so. 
Reilly  has  been  introduced  as 
the  head  of  "Kill  Communica- 
tions." K-III  hears  jokes  that 
it  has  a  .sinister  link  with  the 
Ku  Klux  Klan.  And  the  com- 
pany, which  publishes  Weekhj 


MAGS: 


Reader,  has  had  to  explas: 
that  the  kids'  newspaper  isifc 
only  for  kindei'garten  thi'ou 
third  gi-ade. 

When  the  company  w 
formed  in  1989,  it  invent 
K-III  to  reflect  its  ovmersh 
76%  by  buyout  fii-m  Kolilbt 
Kravis  Roberts,  with  5%  h( 
by  Reilly  and  two  former  c 
leagues  from  Macmill 
Publishin 
KKR  start 
'I  the  outfit 
acquiri] 
r  M  a  c  m  i 
trade  perio 
cals.  Later, 
III  added 
slew  of  tit 

  including  Sm 

teen,  New  York  Magazi 
and  Modern  Bride.  Mark 
ing  firm  Siegel  &  Gale  too. 
year  cooking  up  the  n 
moniker.  Says  Chainnan  An 
Siegel:  "We  had  to  test  to  i 
there  were  no  negatives." 


ill 


THE  BIG  PICTURE 


PHONE  HOME?  Local  telephone  companies  can  offi 
cially  start  worrying  about  deregulation.  More  than  a  thi 
of  consumers  would  choose  another  provider — even 
their  electric  company — if  they  had  the  option.  C 

CHOICE  TO  PROVIDE  LOCAL  PHONE  SERVICE    NATIONAL  SURVEY 
ELECTRIC  CABLE       Of  "0"  ^U^TS 


DATA:  ARAGON  CONSULTING  GROUP'S  RESEARCH  SUBSIDIARY 


FOOTNOTES  Amount  U.  S.  property  and  casualty  insurers  spent  on  fraud  detection,  1992:  $200  million;  1997  (est.):  $675  mllllji 
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DATA  INSURANCE  RESEARCH  CO 


The  sensation  of  time 


['CONCORD 
'MPRESARIO'" 
'-xpressive. 
\nd  impressive, 
ighteen  karat  gold: 
ch,  solid,  potent, 
defined  in 
'low  or 

rose  gold.) 
^d-sculpted 
by  link... 
iredto 

^ue  the  touch. 

Pleasure 

yche. 


Watchmakers  Since  1908 

Swiss 


l-0(  intormatiotr 
1-888-81 -CONCORD 


Topper 

Burlingame.  CA 


1  A.M.  2  A.M.  3  A.M.  Computing  was  supposed  to  help  you  at  work.  Not  keep  you  at  work.  Where  half  the  world  spends 
way  of  looking  at  computing:  Network  computing.  And  that's  led  us  to  breakthroughs  like  our  Java"  technologies.  Creatine 


©1997  Sun  Microsyslems.  Inc  All  nghls  reierued  Sun,  Sun  Microsyslems,  the  Sun  Logo,  Java  dnd  Tne 


::omputers  than  getting  anything  out  of  them.  Little  wonder  we've  always  had  a  very  different 
re  open.  Compatible.  Usable.  Go  home  and  get  some  sleep.  THE  NETWORK  IS  THE  COMPUTER: 

lademarks  ot  Sun  Microsyslerr.s,  Inc  in  ine  United  Stales  ana  ottier  countries  www  sun  com 
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Readers  Report 


LUKEWARM  ALLIES  IN 

THE  GLOBAL-WARMING  CRUSADE 

Although  I  strongly  approve  of  your 
proposals  for  combating  global  warm- 
ing— through  gi-eater  efficiency  of  au- 
tomobiles, appliances,  etc. — I  must  take 
issue  with  some  of  your  premises 
("Global  wamiing:  Cool  heads  requii'ed," 
Editorials,  Oct.  20). 

Executives  generally  don't  want  to 
be  challenged  by  new  technology.  A  wel- 
come exception  is  British  Petroleum  Co., 
which  recognizes  the  validity  of  the  glob- 
al-warming threat  and  has  committed 
itself  to  Kmiting  emissions  of  greenhouse 
gases  and  intends  to  invest  heavily  in  so 
lar  energy.  To  argue  that  the  U.  S.  finds 
it  harder  than  Europe  to  curb  gi'een- 
house  gases  is  ti-uly  specious.  Eiu"opeans 
are  already  far  more  efficient  than 
Americans,  who  are  the  energy  hogs  of 
the  world.  With  theii-  gi'eater  reliance  on 
public  transportation,  fai-  more  fuel-effi- 
cient cars,  and  better  insulated  homes, 
they  will  be  much  more  challenged  than 
the  U.  S.  to  implement  further  reduc- 
tions in  gi'eenhouse  gases. 

Paul  W.  Rosenberger 
Manhattan  Beach,  Calif. 

HOT  AIR 

ON  GREENHOUSE  GASES?  

The  environmental  community's  poli- 
cy position  on  taxes  is  falsely  charac- 
terized by  Paul  Craig  Roberts  and  can- 
not go  unnoticed  ("Clinton's  energy  tax: 
Now  that's  a  scorched-earth  policy," 
Economic  Viewpoint,  Oct.  27).  Like 
many  conservatives,  we  are  also  work- 
ing for  tax  reform.  In  fact,  we  believe 
that  global  climate  change  presents  a 
unicjue  opportunity  for  lawmakers  to 
concurrently  reform  the  tax  code  and 
protect  the  environment. 

A  logical  place  to  start  is  to  elimi- 
nate the  billions  of  dollars  in  tax  breaks 
that  subsidize  carbon  emissions.  Carbon 
dioxide  is  a  gi'eenhouse  gas  that  con- 
tributes to  global  climate  change,  and 
the  tax  loopholes  that  subsidize  its  emis- 
sion ought  to  be  immediately  closed. 
Every  cent  collected  by  government  as 


CORRECTIONS  &  CLARIFICATIONS 

In  "The  new  world  order"  (Cover  Story,  Oct. 
13),  British  Telecommunications  plc's  stake 
in  MCI  Communications  Corp.  was  misstat 
ed.  BT  holds  20%  of  the  company's  stock. 
Also,  the  name  of  John  Sidgmore,  WorldCom 
Inc.'s  vice-chairman,  was  spelled  incor- 
rectly. Finally,  the  article  should  have 
clarified  that  bt's  $19  billion  offer  was  for 
the  80%  of  MCI  it  doesn't  own. 


a  result  of  shutting  down  these  archa 
tax  breaks  should  be  returned  to  tl 
sectors  of  the  economy  affected  by  the; 
policy  changes,  in  the  fonn  of  tax  i 
centives  to  promote  clean  technolo; 
innovation  and  development. 

Only  after  exchanging  climate-killi 
corporate  subsidies  for  job-creatin| 
business-generating  gi'een  tax  incentivf 
will  it  make  sense  to  discuss  new  ene 
gy  taxes.  An  equitable  place  to  sta 
would  be  to  gi'adually  increase  taxes  ii 
energy  and  in  a  revenue-neutral  mamr 
decrease  taxes  on  labor. 

Decreasing  the  cost  of  labor  wnu 
make  it  cheaper  for  business  to  bring  ^ 
new  employees.  This  could  allevia 
some  of  oi'ganized  labor's  concerns  ov 
a  climate-change  treaty. 

Brian  S.  Dunk 
Director  of  Tax  Poli 
Friends  of  the  Ear 
Washingt 

I  am  a  scientist  with  more  than 
yeai's'  experience  in  dealing  with  vario 
aspects  of  the  global  wanning  now 
der  way.  I  am  also  director  of  a 
search  institute  whose  staff  deals 
rectly  with  details  of  compliance 
the  Framework  Convention  on  Clim 
Change,  including  the  U.  S.  plans 
the  Kyoto  meeting. 

While  I  hardly  expected  Paul  Crd 
Robei'ts  to  endorse  a  vigorous  progi"^ 
to  reduce  the  use  of  fossil  fuels  globa 
I  did  not  expect  to  find  such  a  blatt 
corruption  of  fact  and  cii'cumstance 
contained  in  the  article. 

It  is  probable  that  most  of  your  re; 
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Turn  Your 
Television  Into 
A  Videophone. 


ViaTV  Phone  -  Only  $499 


The  new  ViaTV  videophone  lets  you  send  your 
live  video,  not  just  your  voice  ViaTV  works  over 
regular  telephone  lines  with  your  existing 
television  and  touch-tone  phone  No  PC  is 
required.  Video  calls  cost  the  same  as  regular 
phone  calls,  A  great  way  to  do  business  or  stay 
in  touch  with  family  and  friends.  For  more 
information  call  toll-free  1-888-VIEW8X8. 
Or  visit  us  at  www.8x8.com. 


See  us  on  tfie  Web  dt  http  //www  viaTVcom 


Need  an 
inventory 
solution? 


We  have  one. 

Donating  your  excess  inventory 
earns  a  generous  tax  write-off 
for  your  company.  And  creates 
college  scholarships  for  needy 

students.  EAL  can  convert 
your  donation  of  inventory  into 
financial  aid. 
A  GREAT  SOLUTION. 

Rccjuest  a  free  guide 

tt)  learn  more. 
Call  (630)  690-0010 
Fax  (630)  690-0565 
Email  scholar (fl'eduassist. org 

Educational  Assistance  Ltd. 

P.O.  Box  3021 
Glen  Ellyn,  IL  60138-3021 
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Readers  Report 


el's  know  better  than  Mi*.  Roberts  seems 
to  that  the  warming  is  in  fact  under 
way,  is  caused  by  human  activities,  and 
has  the  potential,  if  unchecked,  for  ex- 
traordinary disniption  of  civilization — as 
climates  move  fi-om  substantial  stability 
to  progressive  instability. 

George  M.  Wood  well 
President  and  Director 
Woods  Hole  Research  Center 
Woods  Hole,  Mass. 

BRITANMICA  ON  CD-ROM 

WOULD  BE  WORTH  ITS  HIGH  PRICE 

I  enjoyed  reading  "Dusting  off  the 
Bfitannica"  (The  Corporation,  Oct. 
20) — about  Jacob  Safra's  valiant  efforts 
to  bring  the  Encyclopaedia  B)-ita)i)iica 
into  the  information  age.  If  the  new 
CD-ROM  edition  is  as  good  as  Britan- 
nica  at  its  best,  I  would  consider  its 
$125  cost  to  be  money  much  better 
spent  than  the  $40  I  paid  last  year  for 
the  Compton's  cd-rom. 

James  E.  Dew 
Beijing 

IT'S  ABOUT  TIME 

THE  TOP  B-SCHOOLS  GOT  REAL 

"Corporate  America  goes  to  school" 
(Special  Report,  Oct.  20)  says  execu- 
tives are  demanding  real-time  cus- 
tomized education  from  top  business 
schools.  It  is  about  time:  Middle  man- 
agers have  been  demanding  work-relat- 
ed management  training  from  second- 
tier  institutions  for  more  than  a  decade. 

I  am  a  management  consultant  and 
"practitioner  faculty"  member  at  Lesley 
College  and  Emmanuel  College  in  the 
Boston  area.  Both  schools  offer  accel- 
erated Masters  in  Management  (msm) 
progi-ams  that  build  real-time  analytical 
and  strategic  thinking  skills  needed  to 
compete,  balanced  vdth  the  collaboi-a- 
tive  skills  needed  to  succeed. 

Lesser-known  programs  like  these 
have  delivered  customized  applied  train- 
ing for  years,  as  do  many  independent 
management  consultants.  It  is  rewai-ding 
to  see  the  market  leaders  finally  ad- 
dress the  corpoi-ate  need  for  real-time 
executive  education. 

Nan  Andrews  Amish 
Boston 

WHY  DO  WE  TOLERATE 

LOW  STANDARDS  IN  MEDICINE? 


Health  care  is  becoming  a  commodi- 
ty but  the  inherent  structure  of  the 
system  is  flawed  ("Hit  where  it  hurts," 
News:  Analysis  &  Commentary,  Oct. 
27).  All  of  the  low-hanging  fruit  has 


been  picked,  and  the  next  wave  of  op 
portunity  for  profit  must  come  fron 
turning  the  system  upside  down  an( 
shaking  it. 

We  are  cheated  every  time  we  go  t' 
a  physician  who  is  not  using  the  mos 
recent  dioigs,  research,  and  technolog; 
to  assess  and  treat  us.  We  cheat  oui 
selves  when  we  allow  the  "art"  of  med 
icine  to  justify  myriad  variations  i 
treatment  for  the  same  disease.  W 
cheat  ourselves  when  we  sit  politely  fo 
hours  in  the  waiting  room,  or  smil 
sweetly  when  we're  bumped  until  nex 
week  because  the  radiology  departmen 
is  "iiinning  behind."  Why  do  we  tolerat 
such  low  standards  from  such  an  inte 
ligence-rich  industry? 

HMOS,  hospitals,  and  physicians  ar 
still  trying  to  squeeze  profit  fi'om  a  syt 
tem  that  is  dried  out  and  fragmentee 
HMOs  are  tinkering  themselves  int 
obhvion  while  sitting  on  an  asset  tht 
could  shape  an  exciting  new  era  in  mer 
icine.  If  they  don't  use  their  massiv 
databases  to  assess  the  most  econuniie; 
way  to  manage  health  and  diseas* 
someone  else  will.  ! 

Sandra  D.  Ellioj 
Barnegat,  N.^ 

DON'T  INVEST  IN  COMPANIES 
THAT  OVERPAY  THE  CEO 

Like  millions  of  other  Americans, 
am  getting  sick  and  tired  of  the  ine 
behavior  of  boards  like  those  of  Oc' 
dental  Petroleum  Corp.  and  H.J.  Her 
Co.  on  compensation  matters  ("For 
so-so  CEO,  $95  million,"  News:  Analys 
&  Commentary,  Oct.  20).  On  the  oth 
hand,  the  whining  aiticles  in  busine; 
WEEK  won't  get  the  job  done.  If  i 
vestors  and  Wall  Street  really  do  cai 
then  they  should  hit  these  compani| 
where  it  really  hurts:  Don't  invest 
them,  and  let  the  drop  in  sharehold| 
value  send  the  correct  message. 

A.  Thomas  Ben- 
President  &  c; 
Cooper  C 
Irvine,  Ca 


STAMPING  OUT  CORRUPTION 
ISN'T  QUITE  SO  EASY 


Gaiy  S.  Becker's  portrayal  of  com 
tion  is  one-sided  ("Want  to  squelch  c( 
ruption?  Tiy  passing  out  raises," 
nomic  Viewpoint,  Nov.  3).  He  devo 
most  of  his  attention  to  the  supply  s: 
of  corruption,  while  ignoring  demand] 

In  many  corrupt  environments,  gi 
emment  workei's  who  do  not  play  al 
may  find  their  chances  of  advancemi 
disappear  and  even  may  risk  bei: 


I 


ISER  P€RMA|MeWTe 

Kaiser  Poundstion  H^ath  Plan,  inc. 


33  63  82      F  10  81 


NES  MARIA 


We  took  home  the  blue  ribbon, 

but  it's  our  members  who  really  win. 


When  a  coalition  of  34  public  and  private 
sector  organizations  asked  how  California's 
health  plans  measure  up,  one  plan  outshone 
them  all.  Kaiser  Foundation  Health  Plan  Inc., 
California  Division  was  named  the  Pacific 
Business  Group  on  Health's  (PBGH)  Blue 
Ribbon  HMO  for  1997. 

Representing  more  than  three  million 
employees,  retirees  and  their  families,  PBGH 
found   that  when   it   comes   to  member 


satisfaction,  preventive  care,  innovation, 
leadership,  and  value,  we're  not  only  serving 
our  members  well,  we're  helping  raise 
health  care  standards  industry-wide. 
Sure,  we're  proud.  But  we're  even  more 
pleased  to  be  able  to  make  a  difference  in  the 
lives  of  millions  of  employees  just  like  yours. 
For  more  detailed  information  on  the  report 
card,  call  PBGH  at  1-888-244-2124,  or  log 
onto  its  website  at  www.healthscope.org. 


KAISER  PERMANEJVTTE 


www.ca.kaiserpermanente.org 


1^ 


Used  to  be  yoird  go  out  and  get  in  your  car.  Drive  to  the  first  new.  It's  simpler.  It  s  easier.  And  it's  sure  to  save  you  a  ^. 

dealer.  Find  a  car  you  like,  and  then  debate  over  the  options  of  weekends  worth  of  free  time, 
and  the  price.  Get  back  in  your  car,  and  drive  to  the  next  show-        Just  pick  up  the  phone  and  dial  I-800-GM  BUYPOf^ 

room.  And  so  on.  For  the  rest  of  the  day.  A  knowledgeable,  friendly  BuyPower  expert  will  help  yb 

But  now  there's  a  better  way.  It's  called  GM  BuyPower.  It's  for  and  even  purchase  your  next  car.  ^ 


CHEVROLET  PONTIAC  GMC 


e  comfortable  than  it  used  to  be. 


urself  how  any  GM  car  or  truck  stacks  up  feature-     And  you  can  schedule  a  test  drive  at  your  convenience. 
;ainst  the  competition.  Request  information  on  any         It  s  free  of  charge,  and  available  seven  days  a  week,  24  hours 
ehicles.  Or,  if  you  have  your  heart  set  on  a  partic-     a  day,  just  by  calling.  All  in  all,  it's  a  change  we  think  you'll  be 
you  can  search  a  nearby  dealer's  inventory.  Once     quite  comfortable  with, 
i  it,  you  can  even  ask  for  a  great,  no-haggle  price.        GM  BuyPower.  Things  just  got  easier. 

ih 

1'800'GM  BUYPOWER 

SMOBILE  BUICK  CADILLAC 


*    ouldn't  It  be  great  if  you  could  take  a 
v'acation  from  worl<ers'  compensation  hassles^ 
Tliat's  exactly  what  over  200,000  California 
employers  have  already  done,  simply  by 
choosing  State  Fund  as  their  carrier. 

You  see,  we've  been  m  the  business  for 
more  than  eighty-two  years.  So  we've  got  the 
experience  and  training  to  provide  you  with 
the  most  comprehensive,  worry-free  worl<ers' 
comp  program  available.  And  because  we  have 
21  distnct  offices,  the  service  you  need  is  never 
far  away  We  also  work  with  you  to  help  prevent 
workplace  accidents  before  they  can  happen. 

And  with  State  Fund,  claims  management 
IS  also  a  breeze.  We  monitor  employee  medical 
expenses  and  focus  on  early  return  to  work 
planning  to  help  keep  your  costs  down. 

So  if  you  want  more  from  your  workers' 
compensation  program,  just  pick  up  the  phone 
and  call  your  broker,  or  call  us  toh  free  at 
1-888-STATF  RIND.  Then,  call  your  travel  agent. 


COMPENSATION 
INSURANCE 

FUND 

GET  MORE.  WORRY  LESS. 


NOW  THAT  Jack  Clayton  SIGNED  UP 

WITH  STATE  FUND,  he  can 

LEAVE  THE  OFFICE  FOR  MORE  THA 
A  TRIP  TO  THE  WATERCOOLER. 


'.scif.com 


eaders  Report 


cally  haiTned.  The  beneficiaries  of 
ption  play  an  active  role  in  ensur- 
lat  such  coercion  prevails, 
economic  analysis  cannot  extend 
3  demand  side,  it  can  shed  little 
on  the  causes  and  consequences 
mption  and  the  means  of  squelch- 
)rruption. 

Richard  PonArul 
Chico,  Calif. 

Becker  makes  a  very  good  point 
the  need  to  increase  governmental 
es  to  remove  the  temptation  of 
)tion.  There  is  a  problem,  however: 
s  going  to  pay  for  it? 
;re  are  two  old  sayings:  "Appetite 
.  with  eating"  and,  more  cynical, 
)ne  can  be  bought,  if  the  price  is 
'  Is  money  really  the  most  impor- 
actor  in  preventing  dishonesty? 

Thaddeus  Swiecki 
Tempe,  Ariz. 


FINDING  US  ONLINE 


mar 


ull  text  of  Business  Week,  the  Business  Week 
y  Briefing,  and  six  years  of  BW  arctiives  are 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword;  BW. 
;ign  up  for  BW  on  AOL,  call  (800)  641-4848 
and  mention  Business  Week. 

MaVen 

ing  for  computer  equipment?  Visit  Maven.  our 
ie  Computer  Buymg  Guide,  for  contmuously 
updated  ratings  and  price  information, 
io  to  Keyword:  Maven  on  America  Online, 

or  to  the  World  Wide  Web  at: 
ww.maven.businessweek.com 
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;  must  include  an  address  and  daytime  and 
)hone  numbers.  We  reserve  the  right  to  edit 
r  clarity  and  space  and  to  use  them  in  all 
;  and  print  editions. 

mess  Week,  1221  Avenue  of  the  Americas, 

•,  New  York,  NY  10020 

)  512-6458 

bwreader@mgh.com 

Dniine:  readersbw 

BER  SERVICES 

dual  subscriptions,  corporate  subscriptions, 
changes  or  problems,  and  single  copies. 
00)  635-1200  or  (609)  426-7500 
)  426-7623. 

bwhelp@mcgraw-hill.com 

:  AND  COPYRIGHT  PERMISSIONS 

m  reprints  (minimum  order  of  500)  contact 
i-5494 

oting  or  reusing  editorial  material. 
12)  512-4801 
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SimpUHed  Keogh® 

MAXIMIZE  YOUR 
1997  TAX  DEDUCTION 


Contribute  up  to  25%  of  your  pretax  income.  As  a  self  employed 
individual  or  small-business  owner,  you  may  be  able  to  contribute  up 
to  25%  of  your  pretax  income  (up  to  $30,000)  to  a  Simplified  Keogh. 
This  tax-sheltered  account  will  allow  you  to  defer  taxes  on  your  con- 
tributions and  any  earnings  until  you  begin  withdrawing  the  money. 

Choose  from  over  50  no-load  funds.  T.  Rowe  Price  offers  an 
extensive  selection  of  funds  that  can  complement  a  wide  range  of 
investment  strategies. 

Beat  the  December  31  plan  setup  deadline.  Call  for  your  free 

kit  today,  it  includes  everything  you  need  to  set  up  your  plan, 
including  The  Small-Business  Owner's  Guide  to  Keogh  Plans. 

Call  today  for  a  free  kit  and  prospectus 

I-800-83I-II48 


mvav.  trowepncc.  com 


Invest  With  Confidence" 

TRoweftice 


Prospeclus  contains  more  complete  information,  including  nianagcmenl  fees  and  oiher  charges  and  expenses.  Please  read 
it  carefiilh  before  you  invest  or  send  monev.  T.  Rowe  Price  Investment  Services,  Inc.,  Distrilnilor  m'.m'fi 


The  first  soundtB^BI 
radio  produces  is  "thank  you, 

^thank  you,  thank  you." 


Give  the  Bose'  Wave"  radio  tins  holiday  season  and  you'll  be  amazed  by  what  you 
hear.  Its  patented  acoustic  waveguide  speaker  technology  delivers  sound  far  superior 
to  any  conventional  radio.  The  Bose  Wave  radio  is  the  perfect  gift  for  the  music  lover 
on  your  holiday  shopping  list.  And  it's  available  directly  from  Bose,  the  most  respeaed 
name  in  audio.  "The  sound... is  startling."  Popular  Science 


To  order  or  for  more  information,  call 
1-800-68 1-BOSE,  ext.  R6573. 

□  Yes,  please  send  me  more  information  about  the  Bose®  Wave®  radio. 

Please  speaty  your  color  choice  for  die  Wave  radio:  □  Imperial  White  □  Graphite  Gray 

Njmc  Address 


Order  before 
December  15, 1997, 
for  FREE  shij^ing. 


City 


Zip 


Daytime  Phone  i 


) 


Evening  Phone  I 


Mail  to:  Bose  Corporanon,  Dept.  CDD-R6573.  The  Mountain,  Framingham,  MA  01701-9168.  Better  SOUnd  throu01 
Ask  about  FedEx®  delivery  service  (available  at  an  addioonal  charge). 

©1997  Bose  Corporation.  Covered  by  parent  rights  issued  and/or  pending.  Free  shipping  offer  nor  to  be  cninhincd  with  any 
FedEx  service  marks  used  by  permission. 


We  can  now  fly  you  to  one  third  of  the  earth.  Not  bad- 
considering  the  other  t\wq.J:hirds  i§.  CQvered  by  water. 


Books 


If  you  tliiii  the  buildings 
are  big  in  New  York... 


Wait  until  you  see  the  size 
of  a  Manhattan  East  suite. 


At  Manhattan  East  Suite  Hotels, 
you'll  experience  one  of  New 
York's  greatest  luxuries.  Space. 
You'll  stay  in  an  apartment-sized 
suite  with  room  to  relax,  a  kitchen 
and  the  full  service  and  business 
amenities  you  expect -all  for  the 
price  of  an  ordinary  hotel  room. 
And  with  nine  hotels  to  choose 
from,  you're  sure  to  find  one 
close  to  where  you  want  to  he. 

For  reservations  or  a  brochure, 
call  your  travel  agent  or 
1-800-994-3286. 

\  I  \  I-    [ )  I  s  T  I  N  f  1  I  V  i    I  ( )  I  .  A  I  I  1  )  \  s 

Manhattan 
#  East  Suite 
Hotels 

Get  the  better  of  New  York. 

(g;  Manhattan  East  Suite  Hotels 


HITLER'S  BANKER 

Hjalmar  Horace  Greeley  Schacht 

By  John  Weitz 

Little,  Brown  .  361pp  •  $29.95 


THE  MONEYMAN 
BEHIND  THE  NAZIS 


Could  any  GeiTnan  have  slowed  the 
rise  of  Adolf  Hitler  in  the  1930s? 
Dming  GeiTnany's  long  slouch  to- 
ward war,  the  Holocaust,  and  disastrous 
defeat,  why  didn't  more  business  and 
financial  leaders  oppose  Hitler  and  work 
to  imdei-mine  liim?  Hitlers  Banker,  John 
Weitz's  new  biography  of  Hjalmar 
Schacht,  the  head  of  the  Reichsbank 
during  Germany's  rapid  arms  buildup 
under  the  Nazis,  offers  no  definitive  an- 
swers to  such  questions.  But  Weitz,  the 
well-known  men's  fashion  designer  and 
author  of  such  books  as 
Hitlers  Diplomat,  a  biogi"a- 
phy  of  Foreign  Minister 
Joachim  von  Ribbentrop, 
does  tell  a  fascinating  tale  of 
the  interplay  of  ambition, 
pride,  and  politics  that  pre- 
vented one  powerful  man 
from  opposing  Hitler  until  it 
was  too  late. 

If  ever  there  was  a  fi- 
nancier who  might  have 
helped  change  the  course  of 
GeiTnan  politics  in  the  1930s, 
it  was  Schacht.  He  was  bom  in  strait- 
ened circumstances  in  1877,  the  son  of  a 
Danish  baroness  and  a  GeiTnan  school- 
teacher she  had  mairied  for  love.  Yet  by 
the  early  1920s,  by  dint  of  personal  bril- 
liance and  shrewd  career  politicking,  he 
was  one  of  the  world's  most  famous 
men.  As  Germany's  currency  commis- 
sionei',  and  later  head  of  the  Reichs- 
bank, Schacht  was  the  prototyj^e  for  to- 
day's tough  and  principled  central 
bankers — the  Alan  Greenspans  and 
Hans  Tietmeyers  of  the  world. 

By  halting  the  printing  of  worthless 
money,  repeatedly  slamming  specula- 
tors, and  pegging  the  mark  at  4.2  to 
the  dollar  (one  new  mark  was  woith  1 
trillion  old  ones)  and  eventually  to  gold, 
he  tamed  the  runaway  inflation  that 
crippled  Germany  after  World  War  I. 
By  the  mid- 1920s,  Schacht  had  a  world- 


mniBANKER 


wide  reputation  as  "the  banker 
saved  his  countiy." 

But  Schacht  was  an  enigmatic  m; 
whose  motivations  often  are  hard  to 
ravel.  He  was  a  conservative  who  nevi 
borrowed  money  or  owned  stock  a: 
affected  old-fashioned  pince-nez  and  hii 
starched  collars.  Yet  Schacht  had 
streak  of  daring,  which  at  one  point  1 
him — without  any  backing  from  his  goj 
emment — to  attempt  to  bluff  German; 
way  out  of  paying  World  War  I  repa: 
tions.  (The  effort  failed.)  A  public  api 
ogist  for  Nazi  atrociti 
Schacht  also  attended  t 
church  of  a  well-known  an 
Nazi  cleric  while  in  Hitle: 
government  and  took  Hitlj 
to  task  over  his  harsh  tre 
ment  of  Jews.  Weitz  pai 
this  complex  man  as  driv^ 
by  a  sense  of  duty  that 
all  too  often  warped  by  a: 
bition  and  hubris. 

That  certainly  was  the 
when  Schacht  faced  what 
retrospect  was  his  greati 
test:  the  Nazis'  rise  in  the  1930s.  Schacl 
who  had  resigned  from  the  Reichsbaj 
over  the  reparations  issue  in  1930,  kn 
Hitler  was  a  dangerous  rabble-rou 
who  had  served  jail  time  for  trying 
overthrow  the  Bavarian  government, 
Schacht,  disastrously,  tried  to  expl 
him.  In  October,  1931,  he  gave  Hiti 
much-needed  legitimacy  by  attendin 
fascist  r-ally,  where  he  sharply  attaci 
the  Weimar  regime  then  in  pow| 
Dozens  of  industrialists  attended,  t 
because  they  hoped  for  an  authorita: 
regime  that  could  restore  order  to  G 
many.  But  Schacht,  a  committed  dem^ 
rat,  seemed  driven  by  ambition.  " 
Nazis  cannot  nile,"  he  told  a  repo: 
'TDut  I  can  iiile  tlu'ough  them."  The  n( 
year,  Schacht  declared  Hitler  the  bi 
candidate  for  GeiTnany's  chancellorsh 
By  1933,  after  Hitler  had  becoi 


SCHACHT  THOUGHT  HE  COULD 


EXPLOIT  THE  NAZIS.  HE  WAS  WRONG 


om  engineers  to  accountants,  analysts  to  graphic  designers,  our  experts  are  the 
best  in  their  fields.  That  is,  if  you  want  to  get  extremely  technical. 
For  information,  call  1-888-GO-KELLY,  or  visit  us  at  www.kellyservices.com  SERVICES 
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ly  Services,  Inc  All  rights  reserved  An  equal  opportunity  employer 


Look  what  we  do  now.' 


e-business 


IBM,  Soluiions  lor  a  '.mail  piariel  and  ihe  e-business  logo  ate  Iradfimaik',  ol  tolernalional  Business  Mar.dines  Corporation  in  Ihe  Uniled  Slates  and/or  other  corintnes  &  1997  IBM  Corp 


HOW  TO  KEEP  A  SECRET. 


Ill  transloriiiiiig  your  Itusiness  into  an  e-ljusiiirss,  llic  sin<;i('  most  iinpoitanl 
issue  you  have  to  wn^stle  with  is  the  issue  oi  seeurity. 

Without  llexihle  control  over  who  sees  what  inlorniation,  all  the  henelits  ol 
putting  your  key  business  processes  onhnc  (which  is.  after  all.  the  definition  of  an 
e-business)  are  a  moot  point.  And  when  you  connect  your  critical  systems  to  the 
Web  to  help  you  improve  customer  service  or  increase  the  efficiency  of  your 
organization  -  security  is  a  white-knuclde  issue  tor  the  people  charged  with  keeping 
your  systems  running  and  your  data  prottn  ted. 

Its  not  just  a  matter  ofWhom  you  let  in  and  whom  you  keep  out  (although 
that  is  obviously  important).  When  youVe  using  the  Web  (or  an  intrami)  to  do  things 
like  let  your  employees  change  the  asset  allocation  ol  their  lOl (k)  accounts  or  let 
your  customers  see  what  their  credit  balance  is.  you  need  the  al)ilit\  to  dclcriiiinc  who 
sees  what  and  who  can  make  changes  t(»  what  they  see. 

IBM  e-business  solutions  can  help  you  manage  access  to  the  reallv  important 
information  you  make  available  online.  WeVe  spent  owr  thrci-  dcca(le>  protecting  the 
integrity  of  Corporate  information  systems.  We've  |)ioneered  things  like  I'eallime 
Intrusion  Detection.  Anti  Virus  Labs,  and  Kmergency  Hesj)onsc  Scr\  icc>.  \iid  we've 
made  security  an  integral  [)art  ol  IBM  e-business  technology  -  so  \ou  can  build  Web 
sites  that  know  how  to  keep  a  secret. 

To  keep  up  with  the  latest  IBM  security  solutions  lor  e-business,  book- 
mark w w\v.ii)m.com/c-business.  Or  call  us  at  I  (SOO  120  7080,  e\teii>i(iii  \(iol. 


Solutions  for  a  small  planet 


''A  global  hedge  fund 

available  to  the  public" 

The  Contrarian  Fund" 


★  ^  ^ 

MORNINGSTAR  RATED 


The  Contrarian  Fund  has  earned  the 
Morningstar  F'our-Star  rating  based 
on  its  risk-adjusted  performance 
against  478  international  equity 
mutual  fimds  for  the  three- 
year  period  ending  3/31/97. 
This  Fund  employs  a  global 
investment  strategy  to  try 
to    limit    your  downside 
risk   while  growing  your 
investment.  To  learn  more 
about  the  advantages  and 
risks  of  investing  in  this 
Fund,  please  call  today. 


Paul 

Stephens 

Portfolio 
Manager 
Co-Founder 
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1-800-766-3863  ext.777 


www.rsim.com 


ROBERTSON 
STEPHENS  & 
COMPANY 


Fi)r  more  Information,  intlutlmg  management  fees,  expenses  and  the  special  risks  (i.e.,  short  selhng, 
Lismg  options  and  futures)  dissociated  with  The  Contrarian  Fund,  tali  Robertson,  Stephens  &  Company 
LLf,,  distributor,  tor  a  prospectus.  International  investing  can  involve  greater  currency  fluctuations,  less 
pcilitual  and  economu  stability  and  different  accounting  standards. 

Morningstars  proprietary  ratings  reflect  historical  risk-adjusted  performance,  are  subject  to  change 
monthly  and  are  calculated  from  the  Fund's  three-year  average  annual  returns  in  excess  of  90-day  T-bill 
returns  with  appropriate  fee  adjustments.  For  the  one-year  period  ending  3/31/97,  the  Fund  received  two 
stars  and  was  rated  among  international  equity  funds.  Ten  percent  of  the  funds  in  an  investment 
category  receive  five  stars,  the  next  22. Vv'  receive  four  stars,  the  next  i')''/r  receive  three  stars  and  the 
next  22. receive  two  stars. 
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Chancellor  and  asked  him  to  run 
Reichsbank  again,  and  later  to  becoi 
Economics  Minister.  Schacht  quick 
agreed.  He  rationalized  his  decision 
declaring  that  only  he  could  help  G( 
many's  6.5  million  unemployed.  We; 
makes  it  clear  that  what  Schacht  re 
ly  did — however  reluctantly  at  times 
was  to  throw  his  prestige  and  fins 
cial  acumen  beliind  Hitler's  reaiTnamt 
drive.  And,  at  least  in  the  beginnii 
Schacht  shut  his  eyes  to  Nazi  violen 
"What  atrocities?  All  lies/'  he  oi 
snapped  at  reporters'  queries  abc 
Hitler's  increasingly  violent  attacks 
Jews  and  others. 

Sehacht's  behavior  was  deeply  inc( 
sistent.  Through  most  of  the  1930s, 
worked  tirelessly  to  stabilize  Geiman 
finances  in  the  face  of  wild  Nazi  spei 
ing.  But  he  also  inten'ened  to  save  J( 
ish  ft-iends.  And  by  1938,  Schacht 
publicly  calling  the  Nazis  "crimina 
and  attacking  the  persecution  of  Jews 
a  Cluistmas  speech  to  employees  of ' 
Reichsbank.  Hitler  tolerated  this 
ance  because  of  Sehacht's  importai 
to  the  economy,  but  Schacht  still 
running  a  huge  personal  risk.  By  19 
when  Hitler  formally  dismissed  h 
from  the  government,  Schacht 
brazenly  anti-Nazi  and  had  ties 
gi'oups  plotting  the  Fiihrer's  assassi 
tion;  he  was  eventually  sent  to  Rave 
bilick  and  Dachau.  But  one  still  has 
feeling  that  Sehacht's  disaffect 
stemmed  largely  fi"om  his  own  wan 
influence — from  what  Weitz  calls 
feeling  of  devastation  "that  a  man 
his  proven  superiority  could  be  disca 
ed  by  Hitler,  a  creature  he  had  hel] 
launch  and  form." 

Weitz — Mmself  a  Gennan Jewish  e 
gre  and  a  onetime  U.  S.  Office 
Strategic  Services  officer — prefers 
lay  out  the  facts  of  Sehacht's  Hfe  and 
the  reader  make  the  judgments, 
it's  hard  not  to  agree  with  Schac 
prosecutor  at  the  Nuremberg  trials 
ter  the  war,  who  said:  "Schacht  alw 
fought  for  his  position  in  a  regime 
now  affects  to  despise  . . .  .When  he 
break  with  [the  Nazis]  in  the  twiligh 
the  regime,  it  was  over  tactics, 
principle."  Then  again,  Sehacht's  rec 
was  so  ambiguous  that  he  was  one 
the  few  defendants  acquitted  at  the 
als.  He  died  in  Munich  in  1970,  at 
having  spent  his  old  age  building  a  i 
life  out  of  the  rubble  of  the  old 
Whatever  else  you  can  say  about  H 
mar  Schacht,  he  defied  easy  categoi 
tion  to  the  end. 

BY  THANE  PETER: 

Peterson  is  business  week's  Frc 
fiiii  bureau,  chief. 
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100%  Successful 

100%  satisfied 


'SiEBEL  Systems  is 
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M^E  DO  WHATEVER  IT  TAKES  TO  MAKE  OUR  CI  JSTOMEKS  STTC^lCESSFf  :i> 


We've  become  the  world's  leading  provider  of  sales,  marketing,  and  customer  service  systems  because  we  are 
committed  to  100%  customer  satisfaction.  In  fact,  Siebel  Systems  has  become  the  fastest  growing  application 
software  company  in  history  because  our  customers  trust  us  to  make  them  successful.  As  we  expand  our 
relationships  and  global  presence,  one  principle  will  endure:  we  are  here  to  serve  our  customers.  We  will 
continue  to  do  whatever  it  takes  to  assure  our  customers  are  100%  successful,  100%  satisfied.  To  find  out  how 
we  can  make  your  organization  more  successful,  call  1-800-720-3115,  ext.  9122  or  visit  us  at  www.siebel.com. 
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Seems  our  most  ORIGINA 


Jc\clopinij  at  rORF)  MOTOR  COMRW).  I  ,kc  the  Synthesis  2010.  A  car  whose  body  is  1  jj. 


Rl-CYCI  ARI  E,  thanks  to  its  1 1 h  t  -  uci  h  t  All  AlUAIIMJM  s/ic//.  Which  is  just  as  stro. 
steel,  jci  iieniler  on  the  i/u\  pump.  So  it's  safer  for  the  E  \  A  I RO  W\l  E  S  T.  Today,  Tord  i 
auto  industry  leader  in  aluminum  fahricaiion..\s  well  as  an  innoyator  in  the  applicati 

■ 

recycled   pUi'^tics.    It\    all   part    of    our    continuincj    effort    to    huild    E \A' I  RO  \  Al  E  \  11 

 L 


AS  RECYCLED. 


hlc  cars  that  combine  even  better  fuel  economy  and  HlGhl  REC)  C I A  Bl  1 1  FY.  lie 
.his  visionarj  thmkmcj  .powered  by  the  latest  t  ec  hnol  ocj  v,  will  reflect  positively  on  the 
oj  all  our  lives.  Which,  at  Ford  Motor  Company,  has  always  been  our  orn^mal  idea. 
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Lincoln     •      M  i  r  c  u  r  y 


U  A  L  I  T  Y      IS      JOB  1. 


loniunion.  conlaci  us  on  the  Internet  at:  htip  //uu  ii  jorJ  com 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

TINY-BUT 
NOT  TRIFLING 


Unlike  palmtops,  the 
new  micro-laptops 
can  run  all  your 
favorite  software 

Mitsubishi  certainly  is 
starting  off  small  in 
its  entiy  to  the  U.  S. 
laptop  market.  In  fact,  its 
Amity  CN  micro-laptop  is  too 
small  to  be  used  comfortably 
on  my  lap.  But  the  Amity  is  a 
full-featui"ed  computer,  albeit 
with  a  somewhat  cramped 
keyboard  and  a  small  display. 

With  its  diminutive  2.4- 
pound  package,  the  Amity 
jumps  to  the  front  of  the 
proliferating  group  of  com- 
puters small  enough  to  slip 
easily  into  a  briefcase.  The 
Amity  bears  more  than  a 
passing  resemblance  to 
Toshiba's  slightly  smaller,  1.8- 
pound  Libretto,  introduced 
in  June.  The  original  Libret- 
to r,iiCT  was  hobbled  by  a 
sluggish  75-megahertz  Pen- 
tium processor,  but  a  new 
model,  the  70CT,  is  scheduled 
to  ship  in  December  with  a 
120-Mhz  MMX  Pentium.  (The 
new  Libretto  was  not  avail- 
able to  me  for  testing,  so  I'm 
unable  to  compare  the  per- 
foiTnance  of  the  two  models.) 
ODD  SENSATION.  The  Amity 
uses  its  bigger  size  to 
achieve  several  advantages 
over  the  Libretto.  The  key- 
board is  the  most  notable. 
Its  83  keys  are  spaced  16 
millimeters  apart,  vs.  15  mm 
for  the  Librettos,  and  that 
one  millimeter  can  be  just 
enough  to  make  real  touch- 
typing  possible.  (The  ibm 
ThinkPad,  the  standard  of 
excellence  for  laptop  key- 
boards, spaces  keys  19  mm 
apart.)  Where  the  Libretto 
uses  a  peculiar  pointing  de- 


vice next  to  the  screen,  the 
Amity  keyboard  includes  the 
same  Ti'ackPoint  stick  used 
in  ThinkPads. 

The  Mitsubishi  notebook 
has  several  drawbacks.  In 
addition  to  being  too 
small  to  rest  comfort- 
ably in  my  lap,  its  fast 
chip  makes  it  very 
warm,  and  heat  seeping 
through  the  keyboard 
causes  a  sensation 
that's  odd,  though  not 
really  uncomfortable. 
The  display's  shiny  sur- 
face is  prone  to  dis- 
tracting reflections.  For- 
tunately, a  wide  range 
of  brightness  and  con- 
trast controls  helps 
compensate.  And  as  on 


SIZING  UP  THE 
COMPETITION 


more  useful  than  even  small- 
er machines  called  palmtops. 
At  the  same  time  that  lap- 
tops are  getting  tinier,  palm- 
tops are  getting  better.  The 
second  generation  of  hand- 
held PCS  using  Microsoft's 
new  Windows  ce  2.0  soft- 
ware is  just  hitting  the  mar- 
ket. Color  palmtops  should 
be  available  by  yearend,  and 
at  least  one,  from  NEC  Com- 
puter Systems,  will  have  a 
display  approaching  Amity's 
in  size. 

Windows  ce  palmtops,  de- 
sjDite  keyboards  that  are  far 


MITSUBISHI  AMiTY  CN  (ABOVE)  TOSHIBA  UBRETTO  70CT 


PROCESSOR 

MEMORY  (BASE/MAX) 

HARD  DISK 

DISPLAY 

SIZE  (INCHES) 

WEIGHT 

PRICE 


133  MHZ  PENTIUM 
16/48  MB 
1.4  GB 

7.5"  PASSIVE  MATRIX 
9.3X6.7X1.34 

'2MB. 
$1,999 


120  MHZ  MMX  PENTIUM 
16/32  MB 
1.58  GB 

6.1"  PASSIVE  MATRIX 
8.3X45XL4 
1.8  LB. 
'$1,999 


DATA:  MITSUBISHI  ELECTRIC  CORP.,  TOSHIBA  CORP. 


many  passive-matrix  screens, 
the  cursor  sometimes  vanish- 
es while  moving,  especially 
on  a  white  backgi'ound. 

An  external  floppy  drive 
is  easily  connected  to  the 
Amity.  But  loading  software 
off  a  CD-R().M  requires  either 
an  external  drive  (a  $300-plus 
expense)  or  connecting  the 
Amity  to  a  network. 

The  big  question  about  the 
Amity/Libretto-class  laptops 
is  whether  they  will  prove 


more  cramped  than  the  Li- 
bretto, have  some  advantages 
over  the  micro-laptops.  For 
starters,  palmtops  are  small- 
er and  lighter  and  available 
at  one-third  the  price  with  a 
monochrome  display.  Battery 
life  is  measured  in  weeks — or 
days  for  the  color  palmtops. 
Yet  the  Amity  runs  for  less 
than  90  minutes  per  charge. 
(A  $400  auxiliary  battery  can 
extend  working  time  to  sev- 
eral hours.)  Handheld  pes 


start  up  the  second  you  hit 
the  power  switch,  with  nc 
boot-up  time.  . 

The  biggest  advantage  o 
Amity  and  Libretto,  though' 
is  that  they  are  real  comput, 
ers.  The  Windows  CE  ma; 
chines  ran  software  that  of; 
fers,  at  best,  a  reasonabk 
facsimile  of  Microsoft  Word 
Excel,  and — in  the  new  ver 
sion— PowerPoint.  The  eled 
tronic-mail  program,  whili 
much  improved  from  th^ 
original,  is  no  match  for  fa 
miliar  desktop  E-mail,  ani 
the  Web  browser  is  a  poo 
imitation  of  Microsoft' 
Internet  Explore: 
The  Amity  and  L: 
bretto  let  you  ru 
software  you  rnigh 
use  on  a  desktop  or 
standard  laptop. 
SUITE  SPACE.  This 
especially  important 
you  use  software  sue 
as  Lotus  SmartSuit 
or  Corel  WordPerfe 
Office.  Windows 
machines    are  d 
signed  to  swap  fili 
easily  with  deskt( 
computers — bi 
only  if  they  a 
-4   running  IM 
crosoft  Offic 
And  Amity's  1. 
gigabyte  hard  drive  leav 
plenty  of  room  to  simply  loi 
any  of  these  office  suites. 

The  micro-laptops  doi 
exchange  information  wi 
desktop  machines  nearly 
easily  as  the  palmtops  d 
making  such  chores  as  sy 
chronizing  your  calendar 
hassle.  One  can  only  he 
that  generic  programs  suf 
as  Traveling  Software  Ls[ 
link  or  Puma  Ti-anxit 
be  replaced  someday  t 
smoother  software. 

While  both  Windows  ■} 
machines  and  micro-laptcj>' 
such  as  Amity  are  works  i 
progress,  I  suspect  the 
cro-laptops  will  wind  up  p 
more  useful  devices.  In  tp 
end,  the  ability  to  run  alljfi; 
your  familiar  software  wi'-'l 
out  modification  will  be  ii  fl  2 
advantage  that's  too  bigo  5  [j 
overcome. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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simply  perfect  vision™ 

b  series  monitors 

for  business  users 

SyncMaster™  500b  •  SyncMaster  700b 

superior  image 

1280  X  1024*  resolution,  completely 
flicker-free,  edge  to  edge  viewing, 
anti-reflective  UltraClear™  screen  coating 

Display  Director" 

advanced  digital  on-screen  control  system, 
full  color  menus,  one-button  control, 
color  adjustment 

call  1  800  933  4110 

for  the  dealer  nearest  you  or  visit 
our  web  site  at  www.sosimple.com 


simply  Samsung 


Aug.  1996 

17GLst 
May  1997 


from  the 


brought  you  a 


investing  hundreds  of  millions  of  dol 
to  build  a  backbone  network  100  til 


GTE  Internetworking 

BL  H  built  the  forerunner  to  the  Internet,      research  center,  BBN  Technologies.  bigger  than  today's  Internet- 

and  sent  the  world's  first  e-mail.      Now,  BBN  has  joined  forces  with  GTE  enough  to  withstand  the  rigor 

They  run  the  world's  leading  Internet      to  create  GTE  Internetworking.  We're  business.  For  companies  large 


ir 


;tiis 

ISSOfi 

ill 


oiks  who 


ng  called 


the  Internet. 


this  means  a  quicker,  more  every  security  test  tlirown  at  them 

3,  more  secure  way  of  doing  by  the  National  Computer  Security 

3S  on  the  Internet.  In  fact,  GTE  Association.  To  find  out  more,  call  us 

3tworking  provides  the  only  at  800-472-4565,  or  visit  our  web  site  ri7TT"R~t7TTwro"R~trrr7G 

osting  service  that  has  aced  at  www.internetworking.gte.com.  powebed  by  bbn- 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


WHAT  THE  FREE  MARKET 
CANT  FIX 


HOLD  IT: 

Maybe  the 
marketplace 
has  triumphed 
over  the  state. 
But  that 
doesn't  mean 
the  invisible 
hand  always 
makes  the 
right  moves 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


What  do  global  warming,  aids  re- 
search, fast-track  negotiating  au- 
thority, and  the  recent  financial-mar- 
ket gyrations  have  in  common?  They  all 
reflect  unresolved  questions  about  how  to 
govern  a  globalizing  economy.  Seemingly, 
we've  at  last  reached  the  self-governing  nir- 
vana of  free-market  economics  texts.  Tech- 
nological change  overwhelms  government's 
capacity  to  regulate.  Globahsm  outnans  the 
wi'it  of  any  single  nation.  The  marriage  of 
information  technology  and  liberated  markets 
supposedly  obviates  government's  need  for 
stabilization  policies.  The  age-old  balancing 
act  between  state  and  market  is  archaic;  the 
market  won.  But  consider  these  issues  in 
turn: 

■  GLOBAL  WARMING.  Most  of  the  world's  cli- 
mate scientists  say  global  wanning  is  a  real 
and  serious  threat.  Market  forces  won't  solve 
the  problem,  because  markets  treat  pollution 
as  a  costless  byproduct  and  underprice  it. 
"Free-market"  advocates  are  promoting  a 
complex  scheme  of  tradable  emission  rights. 
But  this  "market"  doesn't  e.xist  in  nature;  it 
must  first  be  constructed — by  government 
diplomats  and  regulators.  And  these  emis- 
saries must  resolve  complex  policy  questions: 
how  much  overall  pollution  to  allow;  how  to 
allocate  the  initial  stock  of  tradable  peiTnits; 
whether  to  have  waivers  or  subsidies  for  poor 
countries;  and  whom  to  empower  to  police 
the  system.  Here,  globalization  demands  more 
statecraft,  not  more  market. 

■  AIDS  RESEARCH.  The  prestigious  New  Eng- 
land Jounial  of  Medicine  (for  which  I  occa- 
sionally write)  is  embroiled  in  a  thorny  dis- 
pute over  AIDS  research,  with  one  faction  of 
scientists,  championed  by  the  head  of  the  Na- 
tional Institutes  of  Health,  Nobel  laureate 
Dr.  Harold  E.  Varmus  (whom  I  greatly  ad- 
mire). The  immediate  issue  is  whether  U.  S.- 
funded  researchers  should  subject  people  in 
poor  countries  to  double-blind  studies  that 
would  be  considered  unethical  in  the  U.  S. 
Specifically,  should  women  who  are  Hiv-posi- 
tive  be  given  placebos  as  part  of  a  research 
study,  when  there  ai'e  known  treatments  that 
decrease  the  chances  of  their  passing  the 
virus  to  their  children?  The  broader  issue  is 
whether  the  world  needs  a  single  standai'd  for 
medical  research,  and  whether  rich  countries 
should  help  finance  available  treatments  that 
poor  ones  can't  afford.  Again,  these  are  in- 
escapable dilemmas  for  public  policy.  The 


global  aspect,  far  ft'om  rendering  the  issu( 
moot,  only  complicates  it. 

■  TRADE  ISSUES.  For  every  question  there  i: 
an  answer  that  is  simple,  unequivocal,  am 
usually  wrong.  In  this  case,  fast-trackers  wan 
freer  trade  generally,  more  regional  free-tradij 
areas,  and  permanent  most-favored-natioi 
(mfn)  status  for  China.  But  should  we  tui-n 
blind  eye  to  massive  state  subsidies  oversea 
that  disadvantage  U.  S.  producers  who  pla; 
by  free-market  rules?  Do  we  pretend  tha 
slave  labor  conditions  elsewhere  are  none  c 
our  business?  Do  we  ignore  disrespect  fo 
U.  S.  intellectual-property  rights  by  nation 
who  want  to  sell  us  their  products?  And  wh 
governs  this  whole  affaii"?  The  fledgling  Worl 
Tr'ade  Organization  simulates  a  world  trad 
court,  but  it  lacks  U.  S. -style  due  proces; 
And  these  issues  of  ground  loiles  and  govei 
nance  are  unavoidable.  Magical  incantation 
about  the  genius  of  laissez-faire  are  of  nf 
help.  I 

■  FINANCIAL  MARKETS.  This  is  the  highest! 
stakes  game  of  all.  The  recent  turbulence  m 
minds  us  that  globalization  brings  with  it  cor 
tagion.  Emergent  markets  have  th 
dynamism,  but  neither  the  resilience  nor  th 
mature  institutions  of  governance  of  U.  5 
capitalism.  The  moiTiing  after  the  latest  Blac 
Monday,  The  Wall  Street  Journal  editori; 
page,  temple  of  market-worship,  could  onl 
aver:  "When  businessmen  invest  and  do  dea 
across  many  borders,  they  must  cope  wit 
an  array  of  cun-encies — and  promises  mad 
by  the  countries  that  back  those  ciUTencies. 
Mr.  Greenspan  needs  to  provide  at  least  son: 
small  suggestion  of  hope  that  somebody  i 
Washington  knows  that  an  interconnecte  n 
economy  and  interconnected  markets  need 
reliable  system  of  money." 

Well,  yes.  But  Alan  Greenspan  is  not  e: 
actly  the  personification  of  the  invisible  han 
The  Federal  Reserve  did  not  come  into  bein 
because  a  clever  set  of  entrepreneurs  decide 
there  was  a  market  for  a  central  bank.  Tl 
Fed  is  a  government  agency,  created  b 
statute  and  charged  with  public  purpose 
The  International  Monetary  Fund  and  Wor 
Bank  are  also  pubhc  agencies,  if  embiyon 
ones,  wedded  to  fiscal  orthodoxy.  Capitalis: 
offers  immense  dynamism,  but  markets  ( 
not  regulate  themselves.  No  policy  is  also 
policy.  Globalization  does  not  invite  an  era 
laissez-faire,  but  a  thornier  set  of  questioi 
about  governance. 
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BEFORE  YOU  LET 
COMPANY 
CONNECT  YOUR 
BUSINESS 
TO  THE  INTERNET, 

ASK  YOURSELF, 
"WHO  CONNECTS 
THEMI  TO  THE 
INTERNET?" 


If  the  answer  is  Cisco,  you 
know  your  network  service 
provider  is  supported  by  the 
products  and  technology 
that  brought  the  Internet  to 
business.  In  fact,  the  Internet  as 
we  know  it  today  is  built  on 
Cisco  equipment. 

Cisco  Powered  Network  ' 
service  providers  are  equipped 
to  make  your  network  work 
for  you.  Whether  it's  Internet 
access,  ATM,  frame  relay  or 
other  data  services,  you  will 
know  your  business  is  getting 


the  quality  it  can  depend  on. 

Look  for  the  Cisco 
Powered  Network  mark  or  visit 
our  Web  site  at  www.cisco.com 
to  find  out  more  about  the 
participating  network  service 
providers.  Either  way,  you 
will  know  your  provider  is 
committed  to  giving  your 
business  the  most  in  reliable, 
secure  and  innovative  service. 
And  you  will  know  it's  powered 
by  Cisco  -  the  company  that 
makes  the  world's  networks 
work  for  business. 


Cisco  Systems 


The  Network  Works. 
No  Excuses."' 
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Future? 


El  lyit  iL'uring  &  Construction        High  Speed  Trains 


Iron  &  IVletals 


Resource  Development 


http://www.hyundai.net 


Over  the  past  fifty  years,  Hyundai  innovations 
have  made  a  world  of  difference. 

Today,  our  cars  move  people  in  over  190 
countries.  Our  oil  tankers  deliver  the  fuel  that 
powers  economic  development  to  every 
continent.  Our  semiconductors  store  and 
process  the  data  that  will  take  technology  to  the 
next  level.  And  we've  only  just  begun. 

You  see  at  Hyundai,  each  product  and  service 
we  develop  becomes  the  inspiration  for  future 
innovations.  Innovations  designed  to  meet  the 
customer's  psychological  needs  as  well  as 
physical  ones.  And  that  will  bring  us  all 
something  very  important.  A  better  Life. 

Are  you  in  our  future? 


HYUNDAI 

Building  A  Better  World  Through  Value  Management 


Economic  Trends 


BY  GENE  KORETZ 

CONGRESS'  NEW 
TEMPTATION 

What  to  do  with  a  budget  windfall 

It's  remarkable  what  a  robust  econo- 
my, a  roaring  stock  market,  and  a  lit- 
tle time  can  do  for  a  government's  fiscal 
woes.  At  the  start  of  the  year  Congi'ess 
was  looking  down  the  barrel  of  a  pro- 
jected $124  billion  federal  deficit  in  fiscal 
1997  and  focusing  on  measures  to  bal- 

AMERICA'S  VANISHING 
BUDGET  DEFICIT 
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ance  the  budget  by  2002.  By  the  time 
the  fiscal  year  ended  in  October,  the 
current  budget  deficit  had  melted  away 
to  a  trivial  $23  billion,  and  legislators 
wei-e  considering  ways  to  spend  an  un- 
expectedly strong  inflow  of  revenues. 

"With  next  year  a  CongTessional  elec- 
tion year,  it  would  be  an  act  of  extraor- 
dinary discipline  if  Congress  resisted 
the  temptation  to  cuiiy  favor  with  vot- 
ers via  new  tax  cuts  or  spending  pro- 
gi-ams,"  says  economist  Mitchell  Held 
of  Smith  BaiTiey  Inc. 

Among  the  ideas  already  being  float- 
ed are  eliminating  the  income-tax  mar- 
riage penalty,  shortening  the  holding 
period  for  ca))ital  gains,  and  boosting 
educational  outlays.  The  lu-ge  to  splurge 
will  be  even  gi-eater  if,  as  Smith  Barney 
is  projecting,  fiscal  1998  produces  an  ac- 
tual suiplus  approaching  $20  billion — a 
possibility  enhanced  by  the  hefty  capital- 
gains  tax  revenues  generated  by  Wall 
Street's  recent  tui-moil. 

The  temptation  extends  beyond 
Washington.  Revenues  of  state  and  local 
governments  have  been  gTowing  so  fast 
that  surj^lus  cash  is  i)iling  up  even 
though  many  have  been  cutting  taxes. 
The  upshot  is  that  the  total  govern- 
ment budgetary  position — reflecting  all 
levels  of  government — is  running  its 
largest  surplus  as  a  percent  of  gross 
domestic  product  in  nearly  20  years. 


AD  of  this  bodes  well  for  the  bond 
market  over  the  next  few  months,  says 
economist  L.  Douglas  Lee  of  hsbc 
Washington  Analysis,  because  the  gov- 
ernment as  a  whole  will  be  adding  to 
the  economy's  aggi'egate  savings.  A  yeai' 
from  now,  however,  governments  will 
be  operating  in  fiscal  1999  and  imple- 
menting budgetaiy  decisions  made  by 
legislators  in  the  first  half  of  next  year. 
"The  chief  risk,"  says  economist  Mark 
Zandi  of  Regional  Financial  Associates 
Inc.  in  West  Chester,  Pa.,  "is  that  fed- 
eral and  state  governments  will  assume 
that  the  revenue  surge  is  permanent 
and  will  be  too  aggressive  in  cutting 
taxes  and  raising  spending." 

If  that  happens,  a  stock  mai'ket  slump 
or  a  recession,  which  isn't  envisioned  in 
the  recent  budget  agreement,  would 
make  a  balanced  budget  virtually  unat- 
tainable for  the  foreseeable  future.  And 
it  would  become  even  more  difficult  to 
solve  the  massive  fiscal  problems  that 
will  confront  the  nation  when  the  baby 
boomers  start  to  retire  after  the  tmn  of 
the  century. 

Meanwhile,  Smith  Barney's  Held 
warns  that  excessive  legislative  gen- 
erosity could  actually  threaten  the  ex- 
pansion itself.  "The  longer  the  econo- 
my stays  close  to  full  employment,"  he 
says,  "the  gi'eater  the  chances  that  the 
stimulative  effects  of  another  I'ound  of 
tax  cuts  would  impel  the  Fed  to  step 
down  hai'd  on  the  monetaiy  brakes." 


SPREADING  TAX 
RELIEF  AROUND 

So  far,  state  cuts  favor  the  rich 

As  states  with  bulging  coffers  con- 
sider new  tax  cuts  to  dole  out  sur- 
plus revenues,  they  might  consider  the 
effects  on  different  income  groups.  Ac- 
coi'ding  to  a  new  study  fi'om  the  liberal 
Center  on  Budget  &  Policy  Priorities, 
state  tax  systems  in  the  U.  S.  have  be- 
come increasingly  regressive  in  the 
1990s — taking  a  largei'  proportion  of  in- 
come from  low-  and  middle-income  tax- 
payers than  fi-om  higher-income  groups. 

In  the  early  1990s,  reports  the  re- 
search group,  states  faced  with  reces- 
sion-induced revenue  shoitfalls  boosted 
income  taxes,  which  fall  most  heavily 
on  high-income  households,  by  some  $8.2 
biUion.  At  the  same  time,  they  raised 
sales  and  excise  taxes,  which  hit  low- 
and  moderate-income  groups  the  hard- 
est, by  $11.7  billion. 

More  recently,  however,  cash-rich 
states  have  been  easing  tax  burdens. 


The  problem  is  that  almost  all  of  the  rei 
Hef  has  gone  to  higher-income  groups 
In  the  past  four  years,  the  states  hav 
cut  pei-sonal  income  taxes  by  $9.8  billioi 
often  by  trimming  only  the  top  rate^ 
But  they  have  cut  sales  and  excise  ta.\ 
es  by  a  mere  $200  million.  Indeed,  th 
number  of  states  with  a  general  sale 
tax  rate  of  6%  or  higher  has  grow:! 
from  10  in  1989  to  17  today.  It 

In  light  of  the  heavy  impact  of  sal 
and  excise  taxes  on  the  working  poor- 
and  the  implicit  goal  of  recent  welfa: 
reform  to  increase  work  incentives— 
the  study's  authors  think  states  migl  R 
do  well  to  direct  more  of  future  tax  r^itt 
lief  to  lower-income  groups. 


A  TEACHER 
CRUNCH  AHEAD? 

High  school  rolls  are  rising  sharpl; 


to: 


r? 


Public  school  systems,  already  expAj 
riencing  fiscal  problems  in  many  a 
eas,  will  face  huge  new  strains  in  tl 
coming  decade.  According  to  an  Edi  , 
cation  Dept.  report,  era-ollments  in  U.  I  J" 
high  schools,  which  added  1.1  millic  ^ 
students  over  the  past  decade,  will  cU 
by  another  1.9  million,  or  13%,  betwei 
1997  and  2007.  (The  number  of  gracfiK 
school  students  will  rise  only  slightlj 
The  pickup  in  high  schools  will  requii 
more  than  150,000  additional  teachers  — 
The  enrollment  surge  will  be  moi  — 
dramatic  in  California,  where  the  rani  _ 
of  iiigh  school  students  are  expected 
jump  by  some  35%.  But  several  oth( 
states — including  North  Carolina, 
zona,  Massachusetts,  and  Rhode  I 
land — will  also  experience  increases 
more  than  20%. 

Finding  qualified  high  school  teache 

won't      be      easy,  ma^mmmmmmmm 
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U.S.  HIGH  SCHOOL! 
UNDER  PRESSURtI 
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Economist  Russell 
Devhn  of  dri/Mc- 
Graw-Hill  notes 
that  many  school 
districts  have 
been  offering  at- 
tractive early-re- 
tii'ement  packages 
to  older  staff 
members  in  order 
to  replace  them 
with  younger 
teachers  at  lower 
salaries.  As  time 
passes  and  hiring 
problems  intensi- 
fy, he  predicts  that  "many  will  me  tl 
day  they  eased  experienced  educate  ""i? 


1987-97  1997-07 

PROJECTED 
A  MILLIONS  OF  STUDENTS 
'PUBLIC  AND  PRIVATE  HIGH  SCHOOl 
DATA  U  S  EDUCATION  DEPT 


out  of  their  schools." 
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VIES  C.  COOPER  &  KATHLEEN  MADIGAN 


1998,  THE  BEAT 
}N'T  GO  ON 

ler  the  economy  cools  down,  or  the  Fed  will  chill  it 


S.  ECONOMY 


ING  DEMAND  LIFTS 
-OUARTER  GROWTH 


The  stock  market's  sudden 
slump  in  late  October  drove 
a  key  point  in  the  outlook  for  1998.  One  way  or 
ir,  growth  has  to  slow  down  next  year  after  this 
bhstering  pace.  The  key  questions  are:  What 
■igger  the  slowdown,  and  when  will  it  start  to 
up? 

ed  on  recent  data,  especially  third-quarter  gross 
.tic  product,  any  lasting  shift  to  a  cooler  pace  of 
h  is  more  likely  to  come  later  rather  than  sooner 
,ock  market's  ups  and  downs  have  only  rattled  the 
ny's  strong  financial  underpinnings,  not  eroded 
and  long-term  interest  rates  are  lower.  This 
other  leading  support,  the  labor  market,  is  as 
s  ever.  And  some  measures,  such  as  new  claims 
jless  benefits,  suggest  that  job  markets  will  con- 
to  tighten  thi-ough  yearend. 

Given  those  mainstays, 
along  with  an  especially  bold 
assumption  of  no  further 
shocks  to  the  world's  financial 
markets,  robust  domestic  de- 
mand will  overshadow  the  ex- 
pected falloff  in  Asian  pur- 
chases of  U.  S.  exports,  at 
least  in  the  near  term.  The 
GDP  report  shows  that  third- 
quarter  demand  was  strong 
enough  to  curtail  the  first 
excessive  inventory  growth,  clearing  the  way 
iustrial  output  to  continue  gaining  power  in  the 
I  quarter.  Indeed,  the  nation's  purchasing  man- 
saw  stronger  activity  in  October  (charts), 
h  momentum  will  not  go  unnoticed  at  the  Feder- 
serve,  which  holds  its  next  policy  meeting  Nov.  12. 
:onomist  expects  the  Fed  to  hike  short-term  in- 
rates  at  that  meeting,  given  the  still-shaky  mar- 
br  stocks  and  cuiTencies  around  the  world,  and 
me  inflation  outlook,  enhanced  by  the  likelihood  of 
er  Asian  imports.  Nevertheless,  policymakers  are 
Y  aware  that  growth  at  this  year's  clip  in  a  fully 
id  economy  is  unsustainable  without  a  buildup  of 
onary  pressures. 

ECONOMrS  PERFORMANCE  last  quarter  was,  in 
ways,  the  most  impressive  in  recent  years — a 
ng  that  was  largely  overshadowed  by  the  events 
ing  the  stock  market's  Oct.  27  plunge. 
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PURCHASERS  SEE  A 
PICKUP  IN  OCTOBER 
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How  impressive?  Real  GDP  grew  at  a  hearty  3.5% 
annual  rate  in  the  third  quarter,  a  bit  higher  than 
most  analysts'  expectations.  The  breakdown  showed 
that  final  sales  of  U.  S.  output  to  consumers,  busi- 
nesses, and  government,  plus  net  foreign  demand, 
jumped  5%,  while  sales  to  domestic  purchasers  (which 
includes  imports  but  excludes  exports)  surged  6%, 
barely  edging  out  the  first  quarter  of  1992  for  the 
strongest  increase  since  1984.  Consumer  spending,  up 
5.7%,  rose  at  the  fastest  pace  in  51^  years,  and  business 
investment  in  new  equipment  and  construction  was  up 
18.7%,  the  largest  advance  in  13  years. 

There's  more.  The  news  for 
inflation  and  profits  was  also 
upbeat.  The  gdp  price  index 
rose  at  an  annual  rate  of  1.4%, 
the  lowest  quarterly  inflation 
rate  since  1964.  Moreover, 
overall  gdp  growth  suggests 
that  third-quarter  productivity 
rose  at  an  annual  rate  in  the 
range  of  2.5%  to  3%,  on  top  of 
the  second  quarter's  2.7%  ad- 
vance. That  would  yield  the 
fastest  two-quarter  increase  in  productivity  in  more 
than  five  years.  As  a  result,  unit  labor  costs,  inflation's 
primary  fuel,  remained  tame  last  quarter,  and  profit 
margins  held  firm.  Not  bad  for  a  6;^-year-old  expansion. 

THE  FOURTH  QUARTER  appears  set  to  extend  the 
third  quarter's  gains — although  not  as  spectacularly. 
Clearly,  consumer  spending  wiU  slow  from  its  explosive 
third-quailer  pace.  But  there  is  little  reason  to  expect 
a  sharp  falloff,  as  happened  in  the  first  half.  Outlays 
soared  at  a  5.3%  rate  in  the  fii'st  quarter,  only  to  gi'ow 
a  meager  0.9%  in  the  second  quarter.  But  several  spe- 
cial factors  exaggerated  the  fii*st-quarter  increase,  while 
no  one-time  sales  boosts  affected  third-quarter  buy- 
ing. Fundamentals  will  drive  fouilh-quarter  spending, 
and  those  supports  remain  strong. 

For  example,  the  downward  trend  in  new  claims  for 
jobless  benefits  continues  to  suggest  that  tighter  job 
markets  are  generating  ever-expanding  income 
prospects.  Claims  fell  to  297,000  in  the  week  ended 
Oct.  25,  and  the  monthly  average,  which  has  fallen  for 
two  consecutive  months,  stood  at  305.3  in  October,  the 
lowest  for  any  month  since  1989. 

The  stock  market's  plunge  may  have  briefly  ruffled 


Business  Outlook 


consumer  confidence,  but  by  Nov.  5  the  market  had  re- 
gained all  of  its  losses.  Despite  the  increasing  global- 
ization in  financial  markets,  Asia's  problems  are  in- 
creasingly being  seen  as  hurdles  for  Asians,  not 
Americans. 

In  addition,  long-term  interest  rates  have  retained 
much  of  their  recent  declines,  with  the  yield  on  30-year 
Ti'easury  bonds  close  to  its  low  of  February,  1996. 
That  means  lower  mortgage  rates,  which  will  not  only 
keep  up  housing  demand,  but  also  give  refinancing  ac- 
tivity a  further  boost,  putting  more  money  in  home- 
owners' pockets.  Fixed  mortgage  rates  have  fallen 
nearly  a  percentage  point  since  April  (chart),  pushing 
refinancings  to  the  highest  level  since  early  1996.  And 
rates  are  set  to  fall  further. 

HOMEBUILDING,  A  SMALL  PLUS  for  third  quarter 
GDP,  should  be  a  bigger  contributor  to  fourth-quarter 
growth,  because  strong  demand  has  pushed  inventories 
down  to  a  near-record  low.  Sales  of  new  single-family 
homes  dipped  to  800,000  in  September  from  802,000  in 
August,  but  sales  for  the  quarter  increased  at  nearly 
17%,  at  an  annual  rate,  from  the  second-quarter  level. 
The  current  sales  rate  is  consistent  with  a  pickup  in 
housing  starts  from  the  third-quarter  level. 

On  the  other  hand,  capital  spending  in  the  fourth 
quarter  seems  unlikely  to  match  its  eye-popping  third- 
quarter  pace.  However,  key  fundamentals  such  as 


GERMANY 


strong  demand  and  profits  should  allow  for  another 
healthy  advance.  Last  quarter,  orders  for  capital  goods 
excluding  volatile  aircraft  bookings,  rose  at  an  annua 
rate  of  33%,  the  largest  quarterly  increase  in  almost 
four  years.  That  order  bulge  presages  continuec 
strength  in  capital-goods  output  for  this  quarter. 

The  broad  strength  in  de- 
mand should  keep  industrial 
output  humming  this  quarter. 
The  National  Association  of 
Purchasing  Management  said 
that  business  activity  expand- 
ed at  a  faster  pace  in  Octo- 
ber, as  its  business  conditions 
index  rose  to  56%  from  54.2% 
in  September.  Both  production 
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and  new  orders  grew  at  a 
faster  clip.  A  reading  above 
50%  means  that  manufacturing  is  expanding 

So  how  much  longer  can  the  economy  keep  up  thii 
heady  pace?  During  the  past  year,  real  GDP  has  growi 
4%,  and  not  even  the  most  inveterate  growth  optimis 
believes  such  a  pace  is  sustainable  for  much  longe 
without  creating  strains  on  labor  markets  or  productioi 
capacity  that  will  generate  price  pressures.  The  bottor 
line  is  this:  If  weaker  Asian  demand  or  a  shaky  stocl 
market  doesn't  cool  off  this  economy  in  1998,  then  th 
Federal  Reserve  will. 


MARKET  TURMOIL  MAY  DELAY  THE  BIBAS  PLANS 


The  Bundesbank  made  a  sur- 
prise move  on  Oct.  9  to  im- 
prove prospects  for  the  German 
mark,  inflation,  and  a  common  Eu 
ropean  currency.  But  the  chaos  in 
the  global  financial  markets  may 
prevent  any  further 
rate  hikes  in  1997. 

The  rise  in  the  re- 
purchase rate,  from 
3%  to  3.3%,  was  seen 
as  a  way  to  further  re- 
verse the  mark's  11% 
slide  against  the  dollar 
in  the  fii'st  nine 
months  of  1997.  While 
the  mark  strengthened 
in  October,  its  past 
drop  has  pushed  up  import  prices, 
which  rose  4.6%  in  the  third  quar- 
ter from  a  year  ago.  More  expen- 
sive imports  ai'e  already  lifting 
overall  producer  prices  (chart), 
and  the  Buba  probably  feared 


COSTLIER  IMPORTS  LIFT 
GERMAN  INFLATION  FEARS 
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even  higher  inflation  in  the  future. 

To  the  good,  the  weak  mark  has 
bolstered  Germany's  export  boom. 
Real  exports  were  up  11.8%  in 
the  year  ended  in  the  second 
quarter,  and  a  similar  gain  proba- 
bly occurred  in  the 
third  quarter.  Real 
manufacturing  orders 
in  September  were  up 
11%,  thanks  mostly  to 
the  24.2%  surge  in 
foreign  demand. 

The  government 
expects  the  economy 
to  grow  2.5%  this 
year  and  3%  in  1998. 
Both  forecasts  are 
slightly  higher  than  the  consensus 
view  of  Germany's  six  major  eco- 
nomic institutes.  But  given  the 
problems  in  the  East,  grovrth 
next  year  may  not  be  fast  enough 
to  cut  unemployment.  October's 


jobless  rate  for  all  Germany 
edged  up  to  11.8%,  from  Septem- 
ber's 11.7%. 

Moreover,  the  recoveiy  must 
spread  beyond  exports.  For  now, 
the  domestic  economy  remains 
weak,  except  for  increased  busi- 
ness spending  on  equipment.  Re- 
tail sales  were  down  1.4%  in  the 
year  ended  in  August,  and  con- 
struction is  dropping.  Business 
confidence  is  rising,  but  again,  the 
optimism  is  skewed  toward  ex- 
porters. Retailers  and  small  busi 
nesses  remain  wary.  Consumer 
confidence  has  been  flat  for  a  yea: 

In  a  way,  the  Bundesbank's  po- 
sition mimics  that  of  the  Federal 
Reserve  in  1994.  After  accommo- 
dating a  sluggish  economy,  the 
central  bank  wants  to  move  to- 
ward a  more  neutral  stance.  But 
the  market  turmoil  will  make  the 
Buba's  job  harder  than  the  Fed's. 
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Wired  for  management. 


Today's 
expanded  desk- 
top capabilities  and 
:ilosion  of  tiic  Internet  have  made  cor- 
coniputing  networi<s  increasingly 
e\  to  manage.  As  a  leadmg  supplier 
■  technologies  to  the  computer  industry, 
5  committed  to  delivering  solutions, 
n  point:  the  new  Pentium'-  II  processor, 
lition  to  advancements  that  make  it  the 
wwerlul  Intel  processor  ever  available. 


Tlie  new  Intel  Pentiiinf  11  processor 


~]  It's  also  specifically  instrumented  for  manage  - 
ability.  It  contains  monitoring  and  self-test 
circuitry  that  help  minimi/e  downtime  and 
provide  v  aluable  data  to  man- 
agement applications.  Of 
course,  designing  manageability 
into  the  Pentium  II  processor  is 
just  the  beginning.  Through 
our  "Wired  for  Management" 


pentium«|J 


initiative,  we're  working  with  other  PC 
industry  leaders  like  Compaq.  Dell. 
Hewlett-Packard  and  IBM  to  create  guide- 
lines for  a  new  generation  of  highly  manageable 
•s^  systems.  PCs.  Network  PCs  and  servers  based 
on  those  guidelines  can  help  simplify  network 
management  and  lower  your  total  cost  of 
ownership.  To  learn  more  about 
manageability  and  the  Pentium  II 
processor  visit  our  Web  site. 


■■  www.intel.com/Pentium  II 


intel 
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News:  Analysis  &  Commentary 


BY  STEPHEN  B.  SHEPARD 


THE  NEW  ECONOMY: 
WHAT  IT  REALLY  MEANS 


Now  that  the  stock 
market  is  appar- 
ently going 
thi'ough  an  over- 
due correction,  a  long- 
mnning  economic  debate 
has  flared  anew.  Is  there 
really  a  "New  Econo- 
my"? Or  is  it  just  wish- 
ful thinking  by  Wall 
Street  hypesters  and  a 
few  economic  renegades? 
This  is  no  mere  academ- 
ic flapdoodle,  for  it  goes 
to  the  heart  of  a  ci-ucial 
issue:  how  fast  the  U.  S. 
economy  can  gi'ow  with- 
out triggering  inflation. 

When  the  stock  mar- 
ket started  falling  this 
autumn,  the  I-told-you- 
so  traditionalists  came 
out  of  the  woodwork  to 
attack  the  New  Econo- 
my concept — even 
though  some  of  them 
have  been  consistently 
wi'ong  in  their  forecasts 
for  the  past  tkree  years. 
Unable  to  explain  what's 
going  on  and  wedded  to 
deeply  flawed  statistics 
and  models,  many  tradi- 
tionahsts  fijid  it  easier  to 
set  up  straw  men  and 
knock  them  dovm. 

Here's  straw  man 
No.  1,  fi"om  our  esteemed 
colleagues  at  The  Econo- 
mist: The  new  thinking  in  America,  "verging  on  claptrap," 
says  that  the  "old  economic  laws  have  been  repealed  and 
that  America's  stock  markets  can  therefore  keep  on  gi'ow- 
ing  indefinitely  at  theii'  present  rate."  Well,  nonsense.  No- 
body I  know  says  anything  of  the  sort.  The  economic  laws 
are  intact,  though  the  trade-offs  may  have  shifted. 

Straw  man  No.  2  comes  from  columnist  Robert  J.  Sam- 
uelson,  wiiting  in  The  Washington  Post.  NoiTnally  astute, 
Samuelson  attacks  the  New  Economy  thusly:  "We  have  not 
created  permanent  economic  bliss."  Well,  of  course  not. 
Who  ever  said  we  had? 

Since  business  week  has  written  sympathetically  about 


St 


some  New  Economy 
thinking,  pei-mit  me  a  re 
buttal.  Let's  begin  vwth 
some  basic  definitions. 
First,  here's  what  the 
New  Economy  isn't:  It 
does  not  mean  inflation 
dead.  It  does  not  mean 
we'll  never  have  anothei 
recession  or  that  the 
business  cycle  is  extinct 
It  does  not  mean  the 
stock  market  is  destined 
to  shake  off  the  correc- 
tion and  rise  forever,  lik 
some  beanstalk  gi'owing 
to  the  sky.  It  does  not 
mean  the  financial  tur- 
moil in  Asia  won't  affect 
the  U.  S. 

So  if  the  New  Econo- 
my is  not  economic  nir- 
vana, what  is  it?  How  di 
we  know  it  exists?  Do 
the  skeptics  have  a  case 
GLOBAL  SHIFT.  By  the 
New  Economy,  we  mean 
two  broad  trends  that 
have  been  under  way  for 
several  years.  The  first  i; 
the  globalization  of  busi- 
ness. Simply  put,  capital- 
ism is  spreading  around 
the  world — if  not  full- 
blown capitalism,  at  least 
the  introduction  of  mai' 
ket  forces,  freer  trade, 
and  widespread  deregula 
tion.  It's  happening  in  thi  lei 
former  communist  countries,  in  the  developing  world  of 
Latin  America  and  Asia,  and  even  in  the  industrialized 
West — with  economic  union  in  Em-ope  and  North  America's 
fi'ee-trade  agi'eement.  For  the  U.S.,  this  means  international 
trade  and  investment  play  a  much  gi'eater  role  in  om-  eco- 
nomic life  than  before.  Twenty  yeai's  ago,  exports  and  import 
made  up  17%  of  our  economy.  Today,  they  account  for  25% 
The  second  trend  is  the  revolution  in  infonnation  technol- 
ogy. This  one  is  all  around  us — fax  machines,  cellular  phones 
personal  computers,  modems,  the  Internet.  But  it's  more 
than  that.  It's  the  digitization  of  all  information — words,  pic- 
tui-es,  data,  and  so  on.  This  digital  technology  is  creating 


etl 


til 
fc; 
t-ir:; 
% 
I, 


38  BUSINESS  WEEK  /  NOVEMBER  17,  1997 


NOVEMBER  17,  1997 


THE  CASE  FOR  THE  NEW  ECONOMY 


TRADE  AND  TECHNOLOGY  ARE  POWERING  GROWTH 


EXPORTS  PLUS  IMPORTS 
AS  SHARE  OF  GDP 


0  I  I  I  I  I  I  L- 


'97* 


▲  PERCENT 

GROWTH  IS  STRONG. 


Dmpanies  and  new  in- 
js  before  our  eyes, 
a  statistic  that  should 
you:  In  Silicon  Valley 
11  new  companies  are 
d  every  week.  Not  all 
d,  obviously.  But 
1  do.  Last  year,  on  av- 
a  Silicon  Valley  com- 
vent  public  every  five 
Tiinting  dozens  of  new 
laires  in  the  process, 
of  this  entreprenemial 
1  is  transfonning  Cor- 
America.  You  can  ar- 
)out  whether  there  is  a 
Economy,  but  there 
s  hell  is  a  new  busi- 
ycle.  Housing  and  au- 
sd  to  drive  the  U.  S. 
ny.  Now,  information 
ilogy  accounts  for  a 
:r  to  a  third  of  econom- 
vth.  And  remember, 
an  industiy  that  pays 
;ood  wages.  And  it  is 
ustiy,  bless  its  heart, 
ch  prices  actually  fall 
year.  How's  that  for 
lationaiy  growth?  Fui'- 
ore,  infomiation  tech- 
'  affects  eveiy  other 
ry.  It  boosts  productiv- 
iuces  costs,  cuts  inven- 
facilitates  electronic 
3rce.  It  is.  in  short,  a 
endent  technology — 
lilroads  in  the  19th 
y  and  automobiles  in  the  20th. 
'se  two  broad  trends,  globalization  and  infonnation 
)logy,  are  undermining  the  old  order,  forcing  business 
tructure.  If  you  want  to  compete  in  global  markets  or 
idvantage  of  rapid  technological  change,  you  have  to 
quickly — and  that  means  getting  rid  of  layers  of  man- 
mt.  Technology  makes  it  possible:  Put  a  PC  on  every- 
iesk,  network  them 
ler,  and  you  don't  need 
ny  middle  managers, 
esult:  a  radical  re- 
uring  that  is  making 
re  efficient, 
ise  trends  can  combine 
reiful  ways  to  raise 
icans'  standai'd  of  Uv- 
-eate  jobs,  spur  entre- 
Luial  effort — and  do  all 
ithout  boosting  infla- 
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HIGH-TECH  SHARE 
OF  GDP  GROWTH 
-OVER  PREVIOUS 
THREE  YEARS 
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.PROFITS  ARE  SOARING. 


▲  PERCENT 


THE  CASE  AGAINST  THE  NEW  ECONOMY 

Skeptics  believe  the  economy's  good  performance  can  be 
explained  by  temporary  factors.  They  say: 

■  A  sharp  slowdown  in  health-care  inflation  to  less  than  3% 
has  helped  restrain  overall  inflation  and  boost  corporate 
earnings.  But  medical  costs  are  likely  to  start  rising  again. 

■  Worker  anxiety  has  held  down  wage  growth  to  barely  3% 
annually,  keeping  up  profits  without  raising  prices.  But 


natural  rate  of  unemploy- 
ment. We're  talking  stable 
piices.  Forget  hopelessness 
in  the  developing  world. 
We're  talking  about  raising 
living  standards  in  India 
and  Brazil. 

FIELD  TEST.  How  is  this 
possible?  Fu-st  of  all,  glob- 
alization opens  new  mar- 
kets for  oiu"  goods  and  ser- 
vices. At  the  same  time, 
global  competition  helps  to 
keep  at  least  some  prices  in 
check.  As  trade  barriers 
fall,  cheaper  goods  are 
available  around  the  world. 
Cheaper  labor,  too,  whether 
you're  talking  about  soft- 
ware progi'ammers  in  Rus- 
sia or  textile  workers  in 
China.  The  cheaper  goods 
prompt  people  to  buy  more 
of  them,  and  workers 
eveiywhere  get  the  chance 
to  share  in  economic 
gi'owth.  The  result  is  in- 
creased global  demand  and 
a  supply  explosion  that 
helps  keep  costs  down  for 
both  laboi"  and  products. 
Wliile  this  is  hajjpening, 
the  information  i-evolution 
is  spurring  capital  spending 
and  renewed  efficiency. 

0.  K.,  it  sounds  great. 
But  is  it  real?  This  is 
where  things  get  tricky.  A 
lot  of  the  evidence  for  the  New  Economy  is  anecdotal.  If 
you  talk  to  business  executives,  they'll  tell  you  they  can't 
raise  prices  but  that  they  don't  have  to.  Why?  Because 
they're  getting  productivity  increases  sufficient  to  pay 
wage  increases  and  still  boost  pi-ofits. 

Such  talk  is  automatically  suspect.  After  all,  executives 
may  know  their  own  industries,  but  they  usually  lack  a 

macroeconomic  overview. 
Besides,  many  well-paid 
execs  want  eagerly  to  be- 
lieve that  their  high-flying 
stock  prices  demonstrate 
their  managerial  genius  in 
cutting  costs  and  raising 
productivity. 

But  when  executive  after 
executive  in  industry  after 
industry  tells  you  the  same 
thing  in  convincing  detail. 


▲  PERCENT,  YEAR  OVER  YEAR  CHANGE 
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ro  the  believers  in  the      ^'g_^^j3bor  markets  will  soon  ignite  wage  inflation.  attention  must  be  paid. 


Economy,  we  have  here 
agic  bullet — a  way  to 


■  The  soaring  dollar  has  made  imports  much  cheaper  since 

1995,  dampening  inflation.  But  with  the  dollar  stable 
1  to  the  mgh-growth,  4.„-  ■      ■       .j.-  t     t  ,,■ 

nation  conditions  of  the    _^g^L"At_'!^aj°/_cur/encies.jm_port_prices  may  s^^ 


and  1960s.  Forget  2% 
rowth.  We're  talking 
r  even  4%.  Forget  dou- 
^t  uiflation  and  the 


■  The  drop  in  interest  rates  since  1990  has  pumped  up 
profits  even  at  inefficient  companies.  But  with  rates 
already  low,  more  such  easy  gains  will  be  hard  to  come  by. 


This  is  the  sort  of  thing 
that  economists  don't  pick 
up  quickly  in  their  models 
or  statistics — and  often  re- 
ject as  mere  anecdote.  But 
such  changes  are  precisely 
what  joiu'nalists  are  often 
first  to  observe.  As  the  late 
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The  statistics  miss  a  lot  of  the  high-tech  economy 


PRODUCTIVITY  GROWTH  HAS 
BEEN  WEAK  FOR  YEARS... 


ANNUAL  GROWTH  RATE 
OF  NONFARM  BUSINESS  - 
PRODUCTIVITY 

OVER  EACH  BUSINESS  CYCLE  - 


Washington  Post  publisher  Phil  Graham  noted,  journalism  is 
often  "the  fb-st  draft  of  history." 

Furthermore,  there  is  at  least  some  empirical  evidence 
to  back  up  the  reportage.  One  clue  is  the  coexistence  of 
low  unemployment  and  low  inflation.  Until  a  couple  of 
years  ago,  most  economists  thought  that  if  unemployment 
fell  below  6%,  inflation  would  start  rising.  They  even  had  a 
gi'aph  to  explain  it:  the  so-called  Phillips  cui-ve. 

Well,  here  we  are — well  into  the  seventh  year  of  an  eco- 
nomic expansion,  with  unemployment  under  5%  and 
growth  averaging  4%  over  the  past  12  months.  And  guess 
what?  Inflation  isn't  rising.  It's  falling.  In  the  third  quar- 
ter, (5DP  inflation  was  running  at  an  annual  rate  of  only 
1.4%.  Something  is  going  on  that  traditional  economists 
can't  explain.  So,  defending  their  turf,  they  have  become 
the  leading  skeptics. 

In  their  view,  if  there  really  is  a  New  Economy,  it  should 
be  showing  up  in  the  overall 
productivity  statistics.  That 
is,  if  technology  and  global- 
ization are  boosting  efficien- 
cy, productivity  gi'owth 
should  be  increasing  at  a 
faster  rate  than  it  was,  say, 
10  or  20  years  ago.  But  ac- 
cording to  government  sta- 
tistics, productivity  has  been 
increasing  only  about  1%  a 
year  for  the  past  two  dec- 
ades. It  was  over  2%  a  year 
in  the  1950s  and  1960s.  In 
other  words,  the  stats  show 
productivity  getting  worse, 
not  better  Therefore,  the 
noninflationary  speed  limit  of  the  economy,  skeptics  say,  is 
just  2%  or  so — 1%  from  productivity  gi-owth,  1%  from  labor- 
force  growth.  The  rest  is  wisliful  thinking.  If  you  try  to  gi'ow 
at  3%  or  4%  for  more  than  a  little  while,  traditionalists  say, 
you'll  end  up  with  more  inflation  and  an  economic  downturn. 
NEW  MATH.  The  New  Economy  gums  counter  by  saying 
the  statistics  are  simply  not  capturing  what's  going  on.  We 
know  how  to  measure  the  outjHit  of  widgets  in  the  Old 
Economy.  But  we  don't  know  how  to  measure  output  in  a 
high-tech  service  economy.  We  don't  know  the  value  of  a 
cellular  phone  or  fax  machine  that  costs  less  today  than  it 
did  a  year  ago.  In  fact,  these  advances  would  actually  show 
up  as  a  decline  in  gdp  unless  the  statistics  are  properly  ad- 
justed. But  they're  not.  We  do  know  inflation  is  overstat- 
ed— by  about  one  percentage  point.  That,  plus  other  known 
statistical  problems,  suggests  that  both  real  GDP  gi'owth 
and  the  productivity  rate  are  about  one  point  higher  than 
the  official  numbers  tell  us.  In  short,  the  New  Economy  is 
here  right  now,  believei's  say. 

And  finally,  they  argue,  we  have  the  most  powerful 
gauge  of  all  telling  us  that  something  profound  is  going  on: 
the  stock  market.  Even  with  the  recent  correction,  the 
market  has  more  than  cjuadrupled  since  the  1987  crash.  In 
the  past  three  years  alone  it  has  doubled.  Sure,  the  market 
has  boomed  partly  for  demographic  reasons — baby  boomers 
and  their  401(k)  accounts — and  partly  because  of  the  inflow 
of  fimds  from  other  countries.  But  the  market  has  boomed 
mainly  because  conditions  have  been  perfect  for  corporate 
profits  and  thus  for  stocks — decent  gi'owth  and  low  infla- 
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tion.  In  its  wisdom,  the  market  got  it  right.  MiUions  of  de 
cisions,  by  millions,  of  people  eveiy  day,  provided  the  mosi 
accurate  measure  of  what  was  happening  in  the  underlyin 
economy — even  if  there  is  a  10%  or  20%  correction. 
WAGE  SQUEEZE.  The  skeptics  are  quick  with  their  rebut-  , 
tals.  Yes,  there  is  a  lot  of  money  going  into  information 
technology.  Yes,  there's  more  globalization.  Yes,  the  stock 
market  has  soared  in  the  wake  of  rising  profits.  But  none 
of  this  means  there's  a  productivity  revolution  powering  a 
New  Economy.  Rather,  they  say,  all  those  profits  are  com- 
ing out  of  the  hide  of  labor 

This  is  a  hard  argaiment  to  dismiss.  It's  trae  that  wages 
have  been  stagnant  for  a  long  time.  Only  in  the  past  year  o 
two  have  they  started  increasing  beyond  the  rate  of  inflatio 
If  that  continues,  skeptics  claim,  say  goodbye  to  rising  prof- 
its, a  rising  stock  market,  and  your  so-called  New  Economy 
Fmlhermore,  the  skeptics  say,  we  have  been  remarkably 

lucky.  Oil  prices  have  re- 
mained stable.  The  shift  t( 
managed  care  has  re- 
strained medical  costs.  Th( 
strong  dollar  has  kept  infl; 
tion  down  by  reducing  the 
prices  of  our  imports.  The 
end  of  the  cold  war  has  er 
abled  us  to  slash  military 
spending.  A  conservative 
tide  has  enabled  us  to  bal- 
ance the  budget.  And  the 
U.  S.  has  been  remarkably 
fi"ee  of  external  shocks. 

So  which  is  it?  Are  we 
just  lucky  to  have  a  temp 
rary  confluence  of  events 
that  have  combined  to  produce  decent  gi'owth  and  low  in- 
flation? Won't  the  Phillips  curve  reassert  itself  in  higher 
unemployment  or  higher  inflation? 

Or  is  there  a  New  Economy  operating  that  allows  faste 
growth,  with  all  its  benefits,  without  reigniting  inflation? 

I  vote  for  the  New  Economy,  properly  defined.  Even 
though  we  haven't  ended  the  business  cycle,  outlawed  re- 
cession, or  banished  inflation,  the  business  cycle  really  has 
changed.  It  is  powered  more  these  days  by  technology  an( 
trade.  And  this  may  well  enable  us  to  gi'ow  faster  than  be 
fore  without  renewed  inflation.  Perhaps  the  4%-  rate  of  tht 
past  12  months  is  too  high — enough  to  justify  interest-ratt 
hikes  by  the  Federal  Reserve  if  things  don't  slow.  But  the 
2%-to-2!^%'  speed  limit  is  probably  obsolete.  In  an  era  of 
stronger  productivity  gi-owth,  which  may  just  now  be  star 
ing  to  show  up  in  statistics,  the  speed  hmit  for  the  U.  S. 
economy  is  probably  3%  to  31^%  a  year 

If  that  doesn't  sound  like  much,  remember,  it  is  a  50% 
improvement  over  what  the  Old  Economists  deem  possible 
Think  of  it  tliis  way:  If  we  had  listened  to  the  skeptics  and 
held  gi'ovlh  to  a  2'A%  rate  over  the  past  18  months,  we 
would  have  given  up  $150  billion  in  economic  output.  The 
unemployment  rate  would  have  been  half  a  percentage 
point  higher,  putting  750,000  j)eople  out  of  work.  Thanks  to 
the  magic  of  compounding  over  time,  a  speed  limit  one 
point  higher  is  indeed  something  to  crow  about.  And  that's 
what  the  New  Economy  means — nothing  more,  nothing  les 

Shepard  is  Editor-in-Chief  of  business  wee. 
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COMMENTARY 


By  Geoffrey  Smith 

FUNDS:  A  HIDDEN  TRICK  INVESTORS  SHOULD  KNOW  ABOUT 


:  When  is  a  stock 
arkef  crash  not  a 
ock  ntarket  crash? 
:  When  mutual-fund 
:ecs  say  it's  not. 

That,  in  effect,  is 
hat  some  mutual-fimd 
impanies  said  on  Oct. 
!,  when  Hong  Kong 
ocks  fell  14%.  That 
ly,  a  handful  of  fimd 
impanies  decided  that 

the  name  of  protect- 
g  U.  S.  fimd  investors, 
ley  would  dust  off  an 
■cane  accounting  rule 
lown  as  "faii'-value 
•icing"  and  use  it  to 
•ase  the  decUne  from 
leir  books.  In  effect, 
ley  predicted  that  Hong  Kong  stocks 
ould  recover  the  next  day,  and  they 
ljusted  the  value  of  their  holdings  to 
fleet  the  expected  gains. 

The  results  were  astonishing.  Huge 
sparities  appeared  the  next  day  in 
le  performance  of  Asian  funds  that 
ive  many  of  the  same  holdings.  And 
)me  investors  who  tried  to  buy  on 
le  Asian  market  drop  lost  money  in 
,  least  one  Asia  fund  when  its  man- 
ners suddenly  switched  to  fair-value 
dicing  without  warning.  The  Securi- 
es  &  Exchange  Commission  has 
unched  a  review,  and  there's  little 
3ubt  refomn  should  follow — at  least 
I  terms  of  disclosure. 
IDE  LATITUDE.  Fair-value  pricing,  a 
iluation  system  sanctioned  by  the 
ic,  is  an  obscure  tool  that  most  m- 
3stors  have  never  heard  of.  Basically, 

gives  funds  the  option  of  estabhsh- 
ig  a  "fail""  price  for  a  security  in  the 
k^ent  one  is  not  readily  available  by  4 
.m.  EST,  when  funds  set  theu'  net  as- 
;t  value  (nay)  for  the  day.  Generally, 
mds  use  the  technique  in  special  cir- 
imstances,  such  as  when  a  fimd  in- 
ests  in  a  private  placement.  But  fund 
lanagers  have  wide  latitude  in  using 
— and  they  don't  have  to  tell  in- 
estors  when  they  do. 

In  the  case  of  the  Hong  Kong 
rash,  some  fund  companies  chose  not 
)  set  theii-  Oct.  28  nay  using  closing 
rices  in  Hong  Kong.  Instead,  they 
et  prices  based  on  what  they  decided 
leir  Hong  Kong  stocks  should  be 
?orth  at  4  p.m.  est.  Fidelity  Invest- 
lents,  for  one,  decided  its  Hong  Kong 


WATCHING  THE  WIRE:  Companies  ought  to  disclovt  pi-imitj  turtles 


&  China  Fund  was  worth  20  a  share 
more  than  on  the  27th.  Why?  FideUty 
Vice-President  David  B.  Jones,  who 
oversees  pricing,  says  the  recoveiy  of 
U.  S.  stocks  and  a  rise  in  the  Nikkei 
index  on  the  afternoon  of  the  28th 
meant  that  by  the  close  of  trading  in 
the  U.  S.,  "Hong  Kong  prices  weren't 
realistic."  So  prices  for  all  of  Fidelity's 
Hong  Kong  holdings  were  set  using 
outside  pricing  sei"vices,  futures 
prices,  and  other  factors,  Jones  says. 

Over  at  Colonial  Group,  Chief  Fi- 
nancial Officer  Timothy  J.  Jacoby 
didn't  use  fau-value  pricing.  "We 
didn't  want  to  nm  the  risk  of  subjec- 
tively trying  to  predict  the  market," 
he  says.  So  while  Fidelity's  fimd  rose, 
the  NAY  of  his  Colonial  Newport  Tiger 
Fund — with  many  of  the  same  top 
holdings— fell  $l,'or  11%,  on  Oct.  28. 

Fidehty  bet  right:  The  Hong  Kong 
market  did  rise.  But  what  matters  is 
whether  fund  investors  were  treated 


WHY  THE  DIFFERENCE? 


Using  "fair-value 
pricing,"  Fidelity 
smoothed  over  the 
Oct.  28  Hang  Seng 
plunge  in  its  Hong 
Kong  &  China  Fund. 
Using  the  real 
closing  prices, 
Colonial  Newport 
Tiger  Fund  took  an 
11%  hit. 


fairly — and  many 
weren't.  The  inconsis- 
tent use  of  different 
pricing  methods  leaves 
investors  in  the  dark. 
"CHEATED"?  Consider 
the  case  of  Dr  Bharat 
Nathwani,  a  pathology 
professor  at  the  Uni- 
versity of  Southern  Cal- 
ifornia who  was  looking 
to  capitalize  on  the 
Asian  market  tiu'bu- 
lence.  He  says  he  in- 
vested thousands  in 
Fidelity's  Hong  Kong  & 
China  fund  at  2  p.m. 
EST  on  Oct.  28,  expect- 
ing to  buy  at  the  bot- 
tom of  the  crash.  He 
claims  Fidelity  said 
nothing  about  fau-value  pricing,  and 
he  was  sold  shares  at  a  price  above 
Monday's  close.  "I've  been  cheated," 
says  Nathwani,  adding  that  he  is  con- 
sidering a  class  action. 

Fidelity  dechnes  to  respond  to 
Nathwani's  charges.  But  it  says  phone 
operators  can't  alert  investors  to 
changes  in  valuation  methods  because 
decisions  on  pricing  ai-e  made  on  short 
notice.  Still,  Fidelity  says  it  "can  do  a 
better  job"  of  explaining  pricing  meth- 
ods. Fidehty's  concern  Oct.  28  was 
that  investors  would  try  to  exploit  the 
low  Hong  Kong  prices  by  buying  on 
Taesday  and  quickly  selling  as  Hong 
Kong  recovered,  rliluting  other  in- 
vestors' gains.  Gene  A.  Gohlke,  a  top 
SEC  compliance  officei;  favors  Fideh- 
ty's approach  because  it  prevents  such 
quick  trading.  "The  idea  of  treating 
shareholders  fair-ly  is  the  essence  of  a 
mutual  ftmd,"  he  says. 

No  one  disagrees.  But  fund  compa- 
nies should  fore- 
warn investors 
when  a  fund's  prices 
do  not  dii'ectly  re- 
flect market  activi- 
ty. A  fimd  compa- 
ny's obligation  is 
not  just  to  be  fair 
to  existing  share- 
holders but  to  pro- 
vide accurate  infor- 
mation to  other 
investors  as  well. 


OCT.  20,  '97  OCT,  28  NOV.  4 
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DATA:  FIDELITY  INVESTMENTS,  COLONIAL  GROUP 


Smith  cavers  fi- 
natice  from  Boston. 
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INVESTING 


FOR  STARTUPS, 

A  NARROWER  ROAD  AHEAD? 

With  IPOs  slowing,  investors  may  balk  at  funding  fledglings 


Candescent  Technologies  Corp.  should 
be  sitting  pretty.  The  San  Jose 
(CaUf.)  privately  held  maker  of  flat- 
panel  display  monitors  for  computers 
and  TVS  has  raised  some  $230  million 
ft'om  venture  funds,  including  New  En- 
terprise Associates  and  Sierra  Ventiu-es, 
as  well  as  from  coiporate  angels  such  as 
Hewlett-Packard  Co.  and  Compaq  Com- 
puter Corp.  Not  a  bad  showing  for  a 
company  that  opened  its  doors  just  six 
years  ago — and  that  has  no  revenues. 
"You  might  say  Candescent  has  a  pretty 
high  valuation,"  says  Chairman  and 
Cliief  Executive  Hairy  A.  Marshall.  "But 
we're  creating  a  multibillion-dollar  fu- 
ture opportunity." 

That  vdil  be  the  pitch  when  Marshall 
tries  to  raise  $200  million  in  an  initial 
public  offering  for  Candescent,  proba- 
bly within  the  next  six  months.  But 
Candescent  may  have  to  work  a  little 
harder-  this  yeai'  to  convince  the 
public. 

WANING  APPETITE.  Sure,  ven- 
ture capitalists  continue  to  fund 
high-tech  and  health-care  com- 
panies at  a  frenzied  pace,  and 
private  valuations  for  these 
companies  are  up  an  astonishing 
8-i%  in  the  last  year,  according 
to  VentureOne  Corp.,  a  San 
Francisco  research  firm.  But 
when  it  comes  time  for  the 
public  to  buy,  investors  don't 
seem,  to  have  the  voracious  ap- 
petitt  they  have  had  in  the 


past.  And  vdth  stocks — especially  tech- 
nology stocks — careening  lately,  the  out- 
look for  IPOS  is  unstable. 

According  to  Ventiu'eOne,  92  venture- 
backed  companies  in  the  high-tech  and 
health-cai'e  industries  went  public  in  the 
first  nine  months  of  this  yeai'.  That  com- 
pai-es  with  202  ipos  such  companies  com- 
pleted in  the  same  period  of  1996.  The 
IPO  rate  is  a  bai'ometer  that  ventm-e  cap- 
italists and  young  startups  watch  ex- 
tremely cai'eflilly.  Tliey  depend  on  iPOs  or 
mergers  or  acquisitions  to  turn  their 
brainchildren  into  cash.  M&A  activity  for 
venture-backed  deals  is  down,  too,  says 
VentureOne,  by  57%.  So  if  companies 
can't  look  forward  to  cashing  out  with 
IPOs  or  takeovers,  investors  may  lose  in- 
terest in  financing  staitups.  "We've  been 
in  a  buoyant  marketplace  that  made  up 
for  a  lot  of  sins  on  valuation,"  says  John 
L.  Walecka,  a  paitner  at  Brentwood  Ven- 


VENTURE-CAPITAL  ...AND  FEWER  COMPANIES 
VALUATIONS  ARE  RISING...    ARE  GOING  PUBLIC 


MEDIAN  PRIVATE  VALUATIONS 

OF  HEALTH-CARE  AND    25i 

TECHNOLOGY  COMPANIES 


HEALTH  CARE  AND  - 
TECHNOLOGY  COMPANIES 
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NUMBER  OF  IPOs  DATA,  VENTUREONE  CORP 


tui-e  Capital  in  Menlo  Park.  "But  tha 
may  change  as  the  public  market  bt 
comes  more  discerning." 

That  raises  red  flags  fw 
venture  capitahsts.  Higl 
prices  for  ipos  am 
takeovers  have  net 
ted  them  record  retiuns — ii 
some  cases  as  high  as  60%  an 
nuaUy — for  thi'ee  years  iiinnin^ 
But  an  avalanche  of  new  mon 
ey  flowing  into  private  financ^ 
has  been  pushing  up  prici 
tags  for  the  sexiest  deal; 
"The  concern  is  that  th 
venture  business  is  h 
ing  forced  to  pay  u; 
on  the  front  end 
these  deals,"  say 
David  Gleba,  VentureOne's  founder  am 
chaiiTnan.  "Unless  it  gets  an  IPO  marke 
that's  over  the  top,  it's  not  going  to  ge 
bailed  out." 

DEPLETED  INVENTORY.  The  best  an 
brightest  companies,  of  course,  can  sti 
flourish.  Chip  staitup  mmc  Networks  In( 
went  public  on  Oct.  29  at  $11  a  shar 
and  its  stock  was  over  $25  a  share  on 
week  later.  Other  high-profile  ipos  thi 
yeai;  such  as  Amazon.com  and  At  Hom( 
still  have  relatively  high  valuations 

Indeed,  some  investors  attribute  th 
slowdown  in  the  flood  of  ipos  simply  t 
overload:  So  many  companies  went  pul 
lie  in  the  last  two  years  that  the  inver 
tory  is  depleted.  New  Enteiprise  Ass( 
dates,  for  instance,  saw  about  twelve 
its  startup  companies  go  public  in  199( 
This  year,  the  venture  fb™  anticipate 
three  iPOs.  "I  think  1997  is  just  a  thi 
year,"  says  C.  Richard  Ki-amlich,  Nei 
Enterprise's  managing  partner. 

Whatever  the  cause,  the  slowdow 
signal  is  clear.  And  the  companies  th; 
got  the  most  out  of  the  spike  in  privat 
valuations — communications,  softwar< 
and  health-care  startups — could  feel  th 
pinch,  according  to  VentureOne.  Valu; 
tions  of  cominunications  companies  ar 
up  31%  just  in  the  last  yeai".  In  the  sof 
ware  sector,  which  includes  many  Inte] 
net  staitups,  valuations  are  u 
47%,  and  those  for  health-car 
companies  have  climbed  23%, 
"When  valuations  have  ii 
creased  to  the  extent  that  the 
have,  there  is  clearly  a  potentii 
for  significant  downside  as  we 
as  upside,"  says  Bradford  ( 
Koenig,  head  of  high-tech  ii 
vestment  banking  at  Goldma 
Sachs  &  Co.  Investors  can  on) 
hope  that  gi-avity  won't  intruc 
too  soon. 

By  Linda  Himelstei 
in  San  Matt 


in 


111 


42  BUSINESS  WEEK  /  NOVEMBER  17,  1997 


EOVER  BATTLES 


LION'S  CEO 

ST  WONT  CHECK  OUT 

lew  ITT  bid  shows  how  badly  he  wants  upscale  hotels 


Ihat  do  you  do  when  you  have 
[promised  investors  an  aggressive 

growth  strategy  that  will  make 
company  tops  in  its  field — and  the 
hat  could  make  that  happen  keeps 
ig  through  your  fingers?  If  you're 
en  F.  Bollenbach,  a  master  deal- 
r  whose  resume  includes  bailing 
onald  Trump  and  engineering  Walt 
y  Co.'s  purchase  of  ABC,  you  try, 
jain.  And  so,  after  more  than  nine 
is  of  stalking  itt  Corp.,  Bollen- 
chairman  and  ceo  of  Hilton  Hotels 
,  sweetened  his  bid  on  Nov.  3  one 

time  to  $80  a  share — $10  more 
he  said  the  conglomerate  was 

only  two  weeks  before, 
fortunately  for  Bollenbach,  Star- 
Lodging  Trust — the  upstart  whose 
■share  Oct.  20  bid  blew  Hilton's 
Ter  out  of  the  water — isn't  ready 
:k  off  either.  Stai'wood  is  expected 
ruce  up  its  bid  with  more  cash, 
so,  the  final  chapter  is  likely  to  be 
!n  by  ITT  shareholders  on  Nov.  12 
fleeting  to  choose  between  a  slate 
ectors  proposed  by  itt  ceo  Rand 
:og  and  one 
ated  by  Hilton. 
:  win  or  lose, 
bach's  renewed 
lows  just  how 

Hilton  needs 

fulfill  its  ambi- 

Since  becom- 
EO  18  months 
Bollenbach  set 

0  buy  choice 
s  and  fuU-ser- 
lotels  in  major 

markets.  In 
le  plan  was  to 

0.  000  rooms  a 
by  2001  and 
e  a  20%  return 

lets.  Within  four  months  of  joining 

1,  Bollenbach  paid  $3.1  billion  to 
lie  gaming  company  Bally  Enter- 
ent  Corp.,  which  helped  boost 
I's  just  announced  third-quarter 
igs  by  75%.  He  also  bought  back 

1  hotels  from  urban  franchisees, 
g  7,000  rooms  in  his  first  year 

;h  its  stable  of  247  hotels,  Hilton 
s  it  can  increase  cash  flow  by  9% 
h  annually  by  raising  rates.  But  to 
)  Bollenbach's  stated  goal  of  20% 
1  gi'owth  in  earnings  before  inter- 


est and  taxes,  the  company  needs  a  big 
score.  One  way  to  get  it,  says  Coopers 
&  Lybrand  consultant  Bjom  Hanson,  is 
to  keep  buying  hotels  in  major  cities — 
where  occupancy  rates  exceed  80%. 

To  find  those  hotels,  say  industry 
sources,  Bollenbach's  investment  bankers 
have  been  reviewing  candidates  owned 
by  such  major  chains  as  Doubletree, 
Westin  Hotels  &  Resorts,  and  Omni. 
But  with  ITT,  Bollenbach  could  get  22 
high-end  hotels,  including  New  York's 
St.  Regis  and  the  Sheraton  hotels, 
in  one  swoop.  Moreover,  it  would 
add  the  somewhat  faded  but  fa- 
bled Caesars  Palace  in  Las  Vegas, 
which  is  in  the  midst  of  build- 
ing 1,142  rooms. 

That  made  itt  the 
ideal  target — at  the 


right  price.  After 
an  initial  bid  of 
$55,  Bollen- 


A  MOVING  TARGET 


90- 


STOCK  PRICE 


HILTON  UPS 
BIO  TO  $80 


30 


  HILTON  BIDS  $55  A 

HILTON  RAISES 

STARWOOD  MAKES  A 

SHARE  FOR  in 

ITS  BID  TO  $70 

BID  VALUED  AT  $82 
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THE  CHASE 
With  ITT,  CEO 
Bollenbach  would  get 
22  high-end  hotels, 
including  New  York's 
St.  Regis  and  the  faded 
but  fabled  Caesars 
Palace  in  Las  Vegas 


bach  raised  his  offer  to  $70  in  August — 
but  declared  that's  where  he  would 
stick.  So,  what  made  him  unstick? 
Hilton  executives  cite  a  drop  in  interest 
rates  and  better-than-anticipated  earn- 
ings at  ITT. 

But  Hilton  was  also  ninning  out  of 
places  to  go.  While  it  has  been  chasing 
ITT,  Stai'wood  acquired  Westin  in  Sep- 
tember, and  Doubletree  has  embarked 
on  its  own  acquisition  strategy.  Industiy 
insiders  say  Bollenbach  contemplated — 
but  rejected  as  too  costly — a  bid  for  the 
highly  profitable  mgm  Grand  Hotel  & 
Casino,  along  with  a  half-interest  in  the 
hot  New  York,  New  York  casino  that 
opened  there  in  Januaiy.  Neither  Hilton 
nor  MGM  would  comment. 
UPPER  HAND.  "I  think  Hilton  woke  up 
one  day  and  said,  'Rats,  we  have  this 
long-term  strategy,  but  we  thought  it 
was  going  to  be  cheaper,' "  says 
Salomon  Brothers  analyst  W. 
Bnice  Tiu'ner,  who  advised  his 
fiiTTi's  clients  on  Nov.  4  to  vote 
their  shares  for  Hilton. 
Given  the  intensity  of  the  bid- 
ding wai- — which  pushed  itt  stock 
up  from  $43.75  in  January, 
when  Hilton  made  its 
first  bid,  to  $80.25  on 
Nov.  5 — ITT  will  defi- 
nitely not  come  cheap. 
Fund  manager  Maiio  J. 
Gabelli  says  he  values 
ITT  at  $89  a  share, 
based  on  efficiencies 
the  new  owner  could 
achieve  and  itt's 
strong  asset  base.  (Of 
course,  he  does  own 
2.5  milhon  shares.) 
Since  many  institu- 
tional investors  have 
ab-eady  sold  theii"  stakes 
to  ai'bitmgem-s,  many  an- 
alysts believe  that  Hilton 
still  has  the  upper  hand 
because  it  can  offer  more 
cash.  Its  late.st  bid  adds  up 
to  $9.3  billion  vs.  $9.8  bil- 
lion from  Starwood,  but  it 
represents  three  times  as 
much  cash  per  share. 

Where  will  Hilton  turn 
if  Starwood  wins  the  ITT 
bidding  war?  The  company 
hopes  to  build  a  chain  of 
midpriced  Hilton  Garden 
Inns,  which  it  would  run 
fur  franchisees.  But  sub- 
urban hotel  suites  aren't 
the  stuff  of  Bollenbach's 
dreams. 

By   Ronald  Grover, 
with  Kathleen  Morris 
in  Los  Angeles  and  Jef- 
frey M.  Laderman  in 
New  York 


News:  Analysis  &  Commentary 


DETROIT 


JACK  FROST  PAYS  MOTOWN 
AN  EARLY  VISIT 

Slumping  October  sales  have  given  Detroit  the  shivers 


Foi'  the  past  five  years,  the  U.  S.  auto 
market  has  been  thriving.  During 
that  time,  the  Big  Three  have  sold 
more  than  60  million  cars  and  tnicks. 
Demand  has  been  rock-steady  through- 
out. But  after  another  hot  summer-sales 
season,  Motown  felt  a  chill  in  October 
Despite  record  incentives  and  a  raft  of 
new  products,  Big  Three  sales  slipped 
4%  (the  overall  market  was  off  1.6%). 

Ai'e  the  good  times  ending?  Let's  just 
say  thei-e's  cause  for  concern.  Even  with 
lower  sticker  prices  and  costly  rebates, 
the  Big  Three  seem  unable  to  maintain 
last  year's  pace.  In  October,  the  first 
month  of  the  new-model  year,  sales 


dropped  4%  at  General  Motors  Corp., 
2%  at  Ford  Motor  Co.,  and  8%  at 
Chiysler  Coi-p.  "The  fact  is,  the  demand 
is  not  gi'owing,  and  the  supply  is,"  says 
John  Casesa,  auto  analyst  at  Schroder 
Wertheim  &  Co. 

Even  more  worrying  are  the  details. 
Suddenly,  sales  of  tiaicks,  minivans,  and 
sport-utility  vehicles  (suvs) — a  highly 
profitable  sector  that  made  up  for  De- 
troit's deteriorating  position  in  passenger 
cars — are  slowing.  While  the  newest 
suvs  still  seem  to  titillate  buyers,  the 
older  stuff  isn't  moving.  The  minivan 
market  is  slipping,  and  even  top-selling 
pickups  are  losing  a  little  steam.  There's 
no  dramatic  downtura  in  any  one  seg- 
ment, but  dealers  say  it's  a  fi-agile  mar- 
ket fueled  primarily  by  rebates.  "As 
soon  as  you  take  any  incentives  off 
any  product,  sales  just  come  to  a 
grinding  halt,"  says  Gordon 
Stewart,  a  Chevrolet  dealer 
in  Michigan  and  Florida. 
So  far,  the  extensive 
incentives  are  not 
putting  serious 


A  DIP 

IN  THE  ROAD, 
OR  A  SLIPPERY  SLOPE? 

OCTOBER,  1997  SALES  VS.  OCTOBER,  1996 

CHRYSLER  FORD 


CHRYSLER 
MINIVANS 
ARE  AMONG 
THE  VICTIMS 


GENERAL  MOTORS 


Jeeps  and  minivans 
slip.  Incentives  help 
cars  somewhat. 

HONDA 


Expedition  and  Navi- 
gator are  hot.  F-Series 
pickups  are  not. 

TOYOTA 


New  midsize  cars  sell 
briskly.  Blazer  and 
Jimmy  bottoming  out. 

MERCEDES-BENZ 


New  Accord  off 
to  a  torrid  start. 
Acura  lags. 


Camry  still  strong,  but 
down  from  October,  1996. 
New  minivan  a  hit. 


M-Class  sport-utility 
a  major  hit.  Strength 
throughout  the  lineup. 


dents  into  Detroit's  bottom  lines.  Ana 
lysts  say  that  Ford  and  gm  this  yea 
will  bring  in  record  profits — about  $6. 
biUion  each.  But  the  healthy  net  ha 
more  to  do  with  cost-cutting  than  boon 
ing  sales.  Even  Chrysler,  despite  a  mt 
jor  strike  and  a  lack  of  fresh  product 
wiW  post  sohd  profits  of  about  $2.7  bi 
lion  for  1997.  And  analysts  have  nc 
backed  off  predictions  of  even  bette 
results  next  year  for  all  three. 

But  that  depends  a  lot  on  America 
continuing  love  affair  with  trucks 
"They're  not  making  any  money  on  cai-; 
but  they're  coining  it  on  trucks,"  say 
David  B.  Healy,  auto  analyst  mth  Bun 
ham  Securities.  Ford,  for  examph 
makes  an  estimated  $15,000  profit  o 
its  luxury  Lincoln  Navigator,  an 
Chrysler  earns  about  $9,000  on  eac 
new  Dodge  Durango.  But  not  all  trucls 
are  selling.  The  compact  suv  segment  : 
particularly  hard  hit:  gm's  Blazer  wa 
off  31%  in  October.  Ford's  bread-anc 
butter  Explorer  dropped  9%,  an 
Chrysler's  Jeep  Grand  Cherokee  fe 
11%.  Meanwhile,  sport-utes  from  Mei 
cedes-Benz,  Honda  Motor  Co.,  and  To} 
ota  Motor  Corp.  are  skimming  som 
cream  off  the  top  of  the  market. 
MORE  REBATES.  Overall,  tmcks  remai 
popular — accounting  for  48%  of  vehic: 
sales  in  October,  one  of  the  highest  le^ 
els  ever.  "We  don't  see  any  sign  th; 
the  truck  business  is  softening,"  sa.\ 
Ford  Chainnan  Alexander  J.  Trotmai 
Still,  some  in  Detroit  are  worried  aboi 
the  soft  spots.  Where  Ford's  big  SL'\ 
are  up,  sales  of  its  F-Series  pickuj 
dropped  10%  in  October  Chrysler  e: 
pects  Durango  to  revive  suv  sales,  bi 
its  minivans  are  lagging.  Wherevt 
there's  weakness,  cannakei's  are  likei 
to  respond  with  costly  rebates. 

Detroit's  weak  point  remains  coiivei 
tional  passenger  cars.  Honda's  new  A 
cord  is  a  huge  hit,  and  Toyota  ca 
meet  the  demand  for  its  Camry.  gm 
score  a  21%  gain  in  October  over  la 
year  in  sales  of  midsize  cars,  but  th 
hasn't  returned  any  lost  share  in  t\ 
overall  car  market.  Chiysler  is  countii 
on  the  new  Dodge  Intrepid  ar 
Chrysler  Concorde  full-size  sedans 
reverse  its  declining  car  fortunes.  Ar 
Ford,  without  any  major  new  cars 
offei;  win  continue  to  rely  on  incentive 

Despite  the  October  chill,  Motow 
doesn't  expect  its  five-year  run  to  ei 
with  a  thud — especially  given  tl 
healthy  economy.  But  even  a  brief  slo\ 
down  in  demand,  amid  a  msh  of  ne 
competition  fi'om  overseas,  is  a  realii 
check  for  Detroit.  Meanwhile,  consume 
can  look  fomaitl  to  more  rebate  checl^ 
By  Bill  Vlasic  in  Detrc 
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THE  NO  RE-LEARNING  KEYBOARD. 

^  spent  millions  developing  it 
And  now, 

NOBODY  EVER  LOOKS  AT  IT. 

QWERTY.  It  looks  strange.  It  sounds  silly.  But  to  your  hands, 
it's  a  keyboard  layout  they've  known  all  their  lives.  Is  this  a  big 
deal?  Well,  for  years,  notebook  companies  have  rearranged 
the  layout  of  their  keyboards  to  save  space  for  other  features. 
The  result?  Seasoned  professionals  reduced  to  tears  as  they 
hunt  and  peck  their  way  through  a  single  paragraph. 

The  LifeBook  "  Family  of  notebooks  was  designed  to 
make  hands  feel  welcome.  We  put  our  keys  where  your 
hands  could  find  them.  And  then  added  spaces  between  the 
function  and  arrow  keys,  so  fingers  of  all  sizes  would  be 
happy  We  insisted  on  a  full-size  keyboard,  with  19mm 
spacing  and  a  full  3mm  travel.  Next,  we  included  full-size, 
dedicated  Home,  Page  Up,  Page  Down  and  End  keys  for 
typing  ease.  And  because  even  the  hardest-working  hands 
need  a  break  now  and  then,  we  added  a  palm  rest. 

It's  a  keyboard  your  hands  can  roam  over  with  ease  and 
familiarity.  You  see,  at  Fujitsu,  we  look  at  keyboards  long  and 
hard.  So  you  don't  have  to. 

Fujrrsu 

FUJITSU  PC  CORPORATION 
Built   for    H  u  m  a  n  s  . 


FOR  MORE  INFO.  CALL  1-888-4-ON-THE-GO,  ext.  GAG  I. 

visit  www.fujitsu-pc.com  or  get  a  QuikFacts  fax  @  I-8GG-936-52G9. 
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CHILD  CARE 


GEniNG  PARANOID 
OVER  AU  PAIRS 

The  nanny  trial  shows  up  the  pitfalls  of  the  program 


Shortly  after  British 
au  pair  Louise 
Woodward  was 
convicted  on  Oct.  30  ol' 
killing  the  8-month-ol(l 
baby  in  her  care, 
Rachel  Underbill,  an 
English  au  pair  happily 
ensconced  with  a  Bed- 
ford (N.  Y.)  family  got 
an  urgent  call  from  her 
mother.  With  England 
in  an  uproar  over 
Woodward's  conviction, 
parents  of  au  pairs 
working  in  America 
were  calling  "to  bring 
the  kids  back  home," 
Underbill  says.  "My 
Mum  was  terrified." 

The  Woodward  case 
has  ten'orized  both  ])ar- 
ents  of  au  pairs  and 
parents  who  use  them. 
Suddenly,  the  au  pair 
business,  a  $50  million 
niche  in  the  vast  U.  S. 
child-care  industry 


will  be  found  not  responsible  when  the 
jury  hears  the  facts." 

The  irony  is  that  the  au  pair  system  ii 
one  of  the  most  highly  regulated  forms  o 
child  care  in  the  U.  S.  On  Sept.  1,  as  tht 
Woodward  trial  neared,  the  U.  S.  Infoi- 
mation  Agency  which  sets  the  rules  an( 
monitors  eight  authorized  au  pair  agen 
cies,  issued  a  set  of  stricter  requirements 
Now,  au  pairs  must  have  8  hours  of  child 
safety  instruction,  an( 
those  caiing  for  childrei 
under  2  must  have  a 
least  200  hours  of  docu 
mented  child-care  expe 
rience.  Many  child-can 
experts  support  the  ai 
pair  concept.  "This  i 
one  of  the  better  pro 
grams"  for  child  cart 
says    Ellen  Galinsk.\ 
president  of  the  Fami 
lies  &  Work  Institute. 

Despite  the  horrifi 
headlines,  the  au  pai 
pi'ogram  is  not  particu 
larly  dangerous.  Sine 
1986,  nearly  60,000  a 
pairs  have  come  to  th 
U.S.    In    that  time 

AU  PAIR  UNDERHILL: 

Happily  matched  witi 
a  family  in  New  York 


AU  PAIRS:  THE  INDUSTRY 

WHO  THEY  ARE  Au  pairs  must  be  between  18  and  26  years  old.  Over 


three  children  ar 
known  to  have  die! 
while  under  the  care  ( 


tabloid  tale— a  saga  of    an  au  pair,  according  t 


unspeakable  hoiTor 
NEXT  CRISIS.  "There 
will  be  a  falloff"  in  de- 
mand for  at  least  a 
while,  says  William 
(iustafson,  Pre.sident  of 
Eurapair  Intercultural 
(Jhild  Care  Programs, 
an  au  pair  agency  in 
Laguna  Beach,  ('alif.  In 
liritain,  the  most  im- 


WHO  SETS  THE  RULES  The  only  federally  regulated  form  of  child 
care,  the  au  pair  business  is  regulated  by  the  U.S.  Information 
Agency.  On  Sept.  1,  the  USIA  toughened  regulations. 

HOW  THE  BUSINESS  WORKS  Eight  privately  held  agencies  are 
designated  by  the  USIA  to  run  the  au  pair  program.  Combined 
revenues  from  this  program  approach  $50  million  annually. 

WHAT  IT  COSTS  Parents  pay  about  $12,000  per  year.  Under 
federal  regulations,  au  pairs  receive  $139.05  per  week  for  45  hours 
of  work.  Agencies  typically  charge  parents  around  $4,000  for 


the  USIA.  Over  th 
same  period,  more  tha' 
10,000  U.S.  childre 
have  died  from  abusi 
notes  Christianson  c 
InterExchange. 

The  U.S.  au  pair  ii 
dustry  grew  cjuietly  bii 
steadily  from  200  ^ 
pairs  in  1986  to  12,(m: 
a  year  now.  Most  ai 


portant  source  for  au    !^'l^_^"J"gL  _^':'P_^';^J^'ASj_^_"^^    European  women  w 


pairs,  applications  are 
off.  "Ours  are  down 
about  60%,"  says  Paul 
Christianson,  director  of 
New  York-based  In- 
terExchange Inc.  "At  some  of  the  big- 
ger agencies,  they're  off  by  up  to  75%." 

'llie  industry  is  already  bracing  for  its 
next  crisis:  On  .January  f),  Au  Pair  in 
America,  the  nation's  largest  agency, 
will  go  on  trial  in  the  same  Cambridge 
courtroom  in  which  Woodward  was 
tried.  It's  being  sued  for  breach  of  war- 
ranty and  negligence  in  screening  and 
supervising  Stefan  Kahl,  a  German  au 


PROBLEMS  Since  1986,  three  children  have  died  while  under  the 
care  of  an  au  pair.  In  January,  the  first-ever  civil  liability  trial  against 
an  au  pair  company  will  begin  in  Boston. 

DATA  U  S  INFORMAIION  ACENCY,  BUSINESS  WEEK 

pair  who  was  deported  in  1993  after 
pleading  guilty  to  indecent  assault  and 
battery  on  the  7-year-old  boy  in  his 
care.  In  a  1993  interview  with  ])olice, 
Kahl  admitted  that  he  had  had  rvpeated 
sexual  contact  with  the  boy. 

"We  have  successfully  brought  thou- 
sands of  au  pairs  to  the  U.  S.,"  says  Au 
Pair  in  America  spokeswoman  Nancy 
Sterling,  "and  we  expect  [the  agency] 


want  a  year  in  the  V .i 
"It's  something  I  ahvaij 
wanted  to  do,"  says  1  Ii 
derhill.  Meanwhile,  m;u' 
American  families  see 
pairs  as  affordable  child  care.  Famili( 
pay  about  $12,000  a  year — a  fee  cif  abor 
.$4',00()  to  the  agency  and  $139.05  p< 
week  to  the  au  pair — plus  room  ar 
board — for  up  to  45  hours  a  week 
work.  That  compares  with  $400  a  we( 
or  more  for  a  full-time  nanny. 

There  have  been  perennial  problenn 
however  The  agencies  concede  that 
pairs  often  get  matched  vdth  the  wroi 
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WE  MAKE  SURE  99.999%  OF  THE  PIXELS  IN  OUR 
SCREENS  ARE  IN  PERFECT  WORKING  ORDER. 

It's  that  last  .001% 

THAT  KEEP  US  UP  AT  NIGHT. 

You  wouldn't  think  a  few  wayward  pixels  would  be 
anything  to  lose  sleep  over.  After  all,  every  LifeBook™  screen 
contains  more  than  half-a-million  of  the  tiny  liquid  crystals. 

But  then,  you  haven't  met  the  folks  in  Fujitsu's  Quality 
Control  Center.  They  scrutinize  every  millimeter  of  every 
screen,  analyzing  six  separate  parameters.  Then,  they  repeat 
the  entire  test. 

The  result?  Text  is  easier  to  read.  Images  are  more  lifelike. 
The  LifeBook  screen  is  sharper,  clearer,  brighter — and  It  stays 
just  as  vivid  for  years  to  come.  Working  on  your  notebook 
becomes  less  of  an  eye  strain.  And  more  of  a  pleasure. 

Our  fanaticism  doesn't  stop  with  the  screen,  either 
We're  just  as  tenacious  when  it  comes  to  keyboards, 
motherboards,  and  all  the  other  components  that  go  into 
our  notebooks.  With  all  that,  it's  surprising  that  we  ever  get 
to  sleep  at  all.  But  when  we  do,  you  can  bet  we  dream  in 
high-resolution  color 
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families.  "You  probably  have  problems 
in  20%  to  25%  of  the  cases,"  admits 
Mike  Bray,  director  of  Au  Pair  Pro- 
gi-amme  USA. 

Usually,  the  au  paii'  is  j3laced  with  an- 
other family  and  that's  that.  But  some- 
times the  problem  is  moi-e  seiious.  Kath- 
leen Pierz,  a  Michigan  marketing 
consultant  who  has  used  au  pairs  since 
1989,  recalls  an  18-year-old  Spanish 
woman  who  confided  that  she  "hated 
children"  shortly  after  her  arrival. 
Among  her  many  shortcomings,  says 
Pierz,  was  her  reluctance  to  change  the 
baby's  diaper  Pierz  adds  that  at  one 


point,  "Public  health  authorities  called 
to  infoiTn  us  she  was  spreading  a  sexu- 
ally transmitted  disease." 

Inadequate  screening  is  the  central  is- 
sue in  the  suit  against  Au  Paii-  in  Amer- 
ica. Although  the  agency  advertised  that 
its  au  pairs  were  "fully  screened,"  the 
suit  alleges  that  the  German  screeners 
were  paid  only  if  an  applicant  was  ac- 
cepted. The  suit  chai'ges  that  only  "a  sin- 
gle reference,  of  the  applicant's  choos- 
ing," was  checked.  Even  more  troubling, 
the  suit  alleges  Au  Pair  in  America  failed 
to  screen  for  pedophilia.  An  attorney  for 
the  company  says  it  would  be  "inappro- 


priate to  comment  on  the  case"  but  sa\ 
that  "our  position  is  that  the  compan 
has  done  nothing  wi'ong." 

One  solution,  say  critics,  is  for  Amei 
icans  to  stop  using  au  pairs  as  chea 
nannies.  In  Europe,  an  au  pair  is 
"mother's  helper" — expected  to  wor 
just  25  to  30  hours  a  week  doing  hgl 
domestic  tasks  and  some  babysitting 
But  in  America,  land  of  the  two-caree 
family,  such  reforms  may  be  little  moi 
than  wishful  thinking. 

By  William  C.  Synionds  in  Bostoi 
with  Michael  France  in  New  York  an 
Heidi  Dawley  in  London 


COMMENTARY 


By  Michael  McNamee 


LET  SENIORS  PAY  FOR  PREMIUM  HEALTH  CARE 


Dr  Michael  Schlitt,  a 
Bellevue  (Wash.)  neuro- 
siu'geon,  was  so  fed  up 
with  Medicare's  price  controls 
he  quit  taking  payments  from 
Uncle  Sam  in  1992.  Even  so, 
"I'm  so  busy  I  could  add  a 
partner  tomorrow  and  still  be 
overbooked,"  Schlitt  says. 
Each  year  he  operates  on 
about  100  seniors  eager  for 
premium  care  who  agi'ee  not 
to  ask  Medicare  to  cover  his 
fees.  In  one  case,  he  accepted 
a  model  ship  as  payment. 

But  doctors  who  can  forgo 
Medicare  payments  are  rare. 
The  federal  health  progi'am  for  the  el- 
derly provides  about  30%  of  the  aver- 
age physician's  gross  income.  Nor 
would  many  senioi's  want  to  pay  med- 
ical bills  without  Washington's  help. 

So  why  is  Washington  fighting 
over  "private  contracting" — letting 
doctors  cut  deals  in  which  seniors 
pay  their  own  money  for  extra  ser- 
vices? President  Chnton  threatened 
last  summer  to  veto  the  budget  bill 
over  a  gop  attempt  to  allow  contract 
ing,  arguing  that  such  deals  would 
open  the  door  to  fraud.  In  revenge. 
Senate  Republicans  are  holding  up 
Clinton's  nominee  to  run  Medicare. 
"This  has  'fii-estonn'  written  all  over 
it,"  says  a  gop  aide  on  Capitol  Hill. 

It's  a  stom  fueled  by  politics,  not 
by  concern  over  seniors.  Doctors  don'i 
need  contracting  to  induce  them  to 
see  Medicare  pa*  ients.  And,  contrary 
to  Clinton's  protests,  if  some  well-off 
seniors  do  pay  for  extra  care,  the  sys 
tern  won't  necessarily  be  corrupted. 


RARE  MODEL:  Dr.  Schlitt  gave  up  Medi 


payments 


Nor  should  the  average  retiree  suffer. 
The  solution:  Cut  a  deal  to  give  pa- 
tients some  added  flexibility  and  re- 
solve this  issue. 

SIMPLE  SOLUTION.  The  controversy 
stems  from  price  controls  Congress 
imposed  in  1989.  Medicare  pays  80% 
of  a  set  fee  for  each  procedure,  and 
doctors  are  barred  in  most  cases 
fi'om  collecting  more  from  patients 
than  the  remaining  20%. 

As  Congress  took  up  Medicare  re- 
form this  year,  the  Senate  voted  to 
ensure  that  seniors  can  buy  premium 
care.  Wlien  Clinton  threatened  a  veto, 
the  GOP  compromised:  Beneficiaries 
may  buy  care,  but  only  fi'om  doctors 
who  swear  off  all  Medicare  payments 
for  two  years.  That  restriction  "ren- 
t    ders  the  right  to  contract  meaning- 
less," fumes  Senator  Jon  Kyi  (R- 
Ariz.).  He  has  introduced  a  bill  to  let 
doctors  and  patients  decide  which  ser- 
vices will  be  billed  to  Medicare  and 
which  will  be  billed  to  the  patient. 


The  GOP  and  its  allies  claim 
that  Medicare's  low  fees  are 
driving  doctors  out  of  the 
progi'am.  "You  may  be  able 
to  get  care,  but  not  from  the 
doctor  you  might  choose," 
warns  William  H.  Mahood,  a 
gastroenterologist  in  Abing- 
ton.  Pa.,  and  an  American 
Medical  Assn.  trustee.  But 
studies  by  Congress' 
Medicare  Payment  Advisoiy 
Commission  (MedPAC)  show 
that  96%  of  physicians,  ex- 
cluding pediatricians,  see 
Medicare  patients.  And  96% 
of  seniors  report  no  trouble 
finding  care. 

Many  Democrats  and  groups  such 
as  the  American  Association  of  Re- 
tired Persons  warn  that  private  con- 
tracting would  lead  doctors  to  aban- 
don patients  who  rely  solely  on 
Medicare.  But  Medicare  is  hardly 
stingy  in  today's  competitive  environ- 
ment. For  409  of  the  500  most  com- 
mon procediu*es.  Medicare  pays  more 
than  health-maintenance  organiza- 
tions in  some  areas,  reports  Atlanta- 
based  Mediiisk  Inc. 

It's  hard  to  tell  any  Americans,  let  I 
alone  rich  seniors,  that  they  can't 
spend  their  own  money  as  they  I 
please.  The  way  out  is  simple:  Allow 
contracting  but  insist  that  doctors  ac-  : 
cept  tough  regulations  that  monitor  | 
contracts  closely.  That  way,  Clinton 
could  snuff  Washington's  latest  | 
firestoiTO  in  a  hurry. 

McNamee  follows  the  Medicare 
battles  from  Washington. 
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THE  TRUE  MEASURE 

 of  a  notebook  's  speed  


IS  HOW  QUICKLY 

A  COMPANY  ANSWERS  A  SUPPORT  CALL. 

Under  two  minutes.  That's  the  average  time  our 
customers  have  to  wait  to  hear  a  helpful  voice  when 
they  need  tech  support.  Remarkably  fast  when  you  con- 
sider the  industry  average  is  13  minutes.  But  geaing 
through  is  one  thing.  Getting  an  answer  is  another 
Fortunately,  over  90%  of  questions  to  our  support  staff 
are  solved  with  the  first  call.  That's  terrific.  But  not 
perfect.  So  we  keep  adding  people  (research  shows 
people  are  more  helpful  than  elevator  music).  Patient 
people  armed  with  remote  diagnostic  tools,  a  case 
history  for  each  LifeBook  '  notebook  sold  and  the 
rare  ability  to  speak  Novell",  Windows  NT"  and  plain 
English  in  the  same  breath.  For  a  $36  billion  company, 
it's  a  surprisingly  human  touch. 

The  service  and  support  of  Fujitsu  PC  Corporation. 
Because  a  notebook  is  only  as  fast  as  the  company 
behind  it. 


FUJITSU 

FUJITSU  PC  CORPORATION 
Built    for    H  u  m  a  n  s . 


I 


Pentium' 


FOR  MORE  INFO,  CALL  I  •888-4-ON-THE-GO,  ext.  JAO I ,  Designed  for 

visit  www.fujitsu-pc.com  or  get  a  QuikFact  fax  @  1-800-936-5209.  I': 
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MARKETING 


IF  YOU  CAN'T  BEAT  EM. 
COPY  EM 

Pepsi's  new  strategy  apes  you-know-who's 


Thomas  L.  Hensley  won't  be  joining 
Pepsi's  Generation  Next  anytime 
soon.  He  tried  selling  Pepsi  at  the 
fountains  of  12  Daily  Queens  that  his 
Louisville-based  company  operates.  But 
the  service  from  Pepsi  bottlers  was  in- 
consistent. He  switched  back  to  Coca- 
Cola  and  found  that  the  company's  mar- 
keting and  promotional  support  boosted 
his  soft-drink  sales.  Says  Hensley:  "It 
would  be  awfully  tough  for  Pepsi  to 
muscle  its  way  in  now." 

This  isn't  exactly  what  Pepsi-Cola 
Beverages  Chief  Executive  Craig  E. 
Weatherup  wants  to  hear — not  just  as 
the  No.  2  cola  company  sets  out  to  beat 
Coke  at  its  own  game.  In  fountain  sales 
and  international  markets  particularly, 
Pepsi  is  renewing  its  age-old  challenge 
to  Coke.  No.  2  is  changing  its  network 
of  bottlers  to  gain  more  control,  shed- 
ding sideline  businesses,  and  even  pro- 
moting its  corporate  brand  as  icon,  as 
Coke  has  done.  Weatherup  is  calling  it 
the  "New  PepsiCo"  strategy,  but  some 
analysts  say  it  reminds  them  of  what 
the  folks  that  crank  out  the  red  cans 
do:  "Pepsi  is  starting  to  look  a  lot  more 
like  Coke,"  says  Tom  Pirko  of  Bev- 
Mark  llc. 

BLUE  ICON.  After  decades  of  battling— 
and  seeing  Coke  take  a  commanding  lead 
in  worldwide  mar- 
kets— Pepsi  seems  to 
have  decided  that  the 
best  way  to  catch  up 
with  its  opponent  is  to 
adopt  its  way  of  doing 
business.  First,  Pepsi 
spun  off  its  fast-food 
chains — Taco  Bell,  kfc, 
and  Pizza  Hut.  That 
was  aimed  at  ftK'Using 
Pepsi  on  its  core  busi- 
ness— ^just  as  the 
late  Coca  Cola  Co. 
Chairman,  Roberto  C. 
Goizueta,  had  done  at 
Coke.  Now,  says 
PaineWebber  Inc.  bev- 
erage analyst  Emanuel 
Goldman,  Pepsi  "is 
painting  a  picture  that 
is  smaller  but  easier  to 
manage."  PepsiCo  could 
profit  ft-om  a  sharper 


COKE  RULES  THE  WORLD 

■  PEPSI  BCOKE 
NORTH  AMERICA 
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focus.  While  Coke 
earned  $3.9  billion  on 
$18.5  billion  in  sales 
last  year,  PepsiCo's 
beverage  unit  reported 
$582  million  in  operating 
earnings  on  $10.5  bilhon  in  sales. 

Top  on  Weatherup's  list  of  Pepsi 
challenges  is  creating  a  corporate  icon 
that's  as  powerful  as  Coke's  script,  red 
and  white  colors,  and  contour  bottle. 
Pepsi  is  promoting  a  stylized  globe  logo 
on  its  new  cans — in  ads,  in  store  dis- 
plays, and  on  delivery  trucks.  The  offi- 
cial Pepsi  color  will  now  be  blue;  cans 
with  the  new  hue  were  tested  in  Des 
Moines  and  New  Orleans  last  year. 
During  early  February,  Pepsi  bottlers 
will  hold  "Globe  Day"  rallies.  The  globe 
logo  will  even  appear  in  some  places 
without  the  Pepsi  name,  like  Nike  Inc.'s 
swoosh. 

The  idea  of  a  Pepsi  icon  gamei-s  rave 
reviews  ft'om  marketing  experts.  Gaiy 
M.  Stibel,  of  the  New  England  Consult- 
ing Group,  a  Westport  (Conn.)-based 
mai'keting  firm,  who  dismissed  an  earU- 
er  Pepsi  blue-logo  tiy,  says  the  globe 
"will  attract  consumers  like  a  magnet." 

Wliile  Weathenip  launches  the  battle 
of  the  coiporate  logos  against  Coke,  he's 
also  fighting  on  other  fi'onts.  One  of  the 
biggest  is  fountain 
sales,  which  account  for 
22%  of  the  beverage 
business.  Pepsi  im- 
proved its  odds  when 
it  spun  off  its  fast-food 
operations,  which  many 
foimtain  customei-s  saw 
as  competitors.  Now, 
Weatheiiip  is  rewiiting 
Pepsi's  bottler  contracts 
to  allow  Pepsi  itself  to 
provide  the  syrup 
to  national  restaurant 
chains  through  food 
distribution  companies, 
similar  to  the  Coke 
system. 

It's  still  an  uphill 
fight.  While  Pepsi  cre- 
ated a  small  division 
devoted  to  fountain 
sales  last  summer, 
Coke's  113-year-old 


fountain  unit  is  run  by  an  aiTny  of  8,00 
employees  serving  more  than  400,00| 
locations.  Today,  Coke  controls  65%  d 
the  fountain  business,  with  huge  n^ 
tional  accounts  such  as  McDonald 
Corp.  and  Burger  King  Corp.  locke 
into  long-teiTn  contracts. 
'TAKE-HOME"  EDGE.  Another  front  is  ii 
teniational.  Outside  the  U.  S.,  Coke  ou 
sells  Pepsi  nearly  3  to  1.  Weatheru] 
says  the  plan  is  to  push  hard  in  devei 
oping  markets  such  as  India  and  Ii 
donesia,  where  Coke  is  not  yet  con;| 
pletely  entrenched.  In  places  such  £i 
Brazil  and  Japan,  Pepsi  is  lowering  ill 
sights.  "Pepsi  is  saying  we'll  be  a  pro 
itable  No.  2  in  these  large  markets 
says  George  E.  Thompson  of  Prudentii| 
Seciu'ities  Inc. 

At  Coke,  Pepsi's  new  look-alike  strai 
egy  has  not  caused  much  of  a  stii".  Coij 
far  surpasses  its  rival  in  every  categor 
but  one — so-called  take-home  sale 
where  they're  even;  Pepsi  beats  Coke 
convenience  stores,  gas  stations,  an 
mom-and-pops,  while  Coke  edges  oi 
Pepsi  in  supermarkets. 

M.  Douglas  Ivester,  who  succeede 
Goizueta  in  October,  has  ordered  his  e; 
ecutives  to  stick  with  his  predecessor 
formula  while  looking  for  ways  to  ket 
building  market  share.  On  Oct.  30,  ft 
instance.  Coke  sealed  a  deal  that  w 
put  its  soft  drinks  into  22  multiplex  cii 
emas  throughout  Latin  America,  a  r 
gion  that  provides  Coke  with  18% 
its  operating  profits.  "At  our  companj 
says  Ivester,  "we  strive  to  see  not  ju 
the  many  places  Coke  is,  but  all  tl 
places  Coke  is  not."  That  may  not  lea\ 
much  room  for  Pepsi. 

By  Nicole  Hams  in  Atlan. 


50  BUSINESS  WEEK  /  NOVEMBER  17.  1997 


Certified  Pre-Owned  Lexus 


NOW  YOU  CAN  BUY  A  LEXUS  FOR 
THE  PRICE   OF  AN   ORDINARY  CAR 


Why  settle  for  a  iieiu  car  that's  nierclv,  icell,  a  car,  irhen  you  could  easily  oti'n  a 
Certified  Pre-Owued  Lexusi  E.ach  qualified  vehicle  coiucs  with  a  Customer  Care 
Package  including  a  rigorous  12S-(n)nit  inspection  and  a  six-year/7(),()()0-niile 
warranty  (from  original  date  of  purchase}  '^'  And  since  we  were  ranked  #/  name- 
plate  for  Vehicle  Dependability  by  f.D.  Power  and  Associates  for  the  third  year  in 
a  row*'''  you  can  feel  assured  that  pre-cjwned  simply  means  pre-depreciated.  For 
more  details,  see  your  Lexus  dealer.  It's  the  only 


CERTIFIED. 

Pre-Owned-i/. 


place  youll  find  a  Certified  Pre-Oivned  Lexus,    only  at  your  lexus  dealer 


  www.lexuscpo.com   

©1997  l.exu-\,  A  DwLsion  Of  Toyota  Motor  .Sa/c^.  i'.S.A..  Inc.  Lexus  reminds  \im  tn  near  *pa/6W/-s.  secure  children  in  rear  seat  and  ohe\  all  speed  laus.  'See  \niir  pnrtu  ipnluig  Lexus  deitUn 
omptete  details  on  the  Lexu.',  Certified  Pre-Owned  Customer  Care  Package  including  limited  warranty.  "J.D.  Power  rind  Associates  1997  Vetnrle  Dependuhilit)  Stud\ "'  of  1992  model-year  vehicle^ 
„t  ,„„n^rJ,i,.  s:,,.j^,  L„.„J      „  o/|  ri-r  „^„,.„^.,,   j-.^-j  1/}/}  I  <  /inn     J  <r  -inn/ inn 
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MICROSOFrS  NEH 
CABLE  BUY  IS... 

WHEN  MICROSOFT  INVESTED 

$1  billion  in  Comcast  last 
summer,  the  software  giant 
spun  its  deal  almost  as  a  pub- 
lic service:  By  offering  its 
money  to  help  build  Com- 
cast's high-speed  cable  net- 
work, Microsoft  hoped  to  get 
other  investors  to  fund  cable 
upgrades,  too.  So  who's  fol- 
lowing Microsoft's  lead? 
Microsoft.  For  weeks, 
rumors  circulated  that 
Microsoft  would  soon  make 
another  huge  investment, 
probably  in  Tele-Communi- 
cations. But  TCI  Chief  John 
Malone  has  spoken  publicly 
about  cable  not  handing  Bill 
Gates  too  much  power.  Now, 
industry  sources  say  Gates 
may  be  weighing  a  $1  billion 


CLOSING  BELL 


FLUORED 


Blame  Asia's  economic  flu.  Fluor 
stunned  Wall  Street  on  Nov.  3 
when  it  predicted  that  1998 
operating  profits  will  be  $100 
million  below  analysts'  estimates. 
Shares  fell  about  9.4%  that  day, 
to  37.25.  The  Irvine  (Cahf.)- 
based  construction  giant  blamed 
the  slowdown  in  projects  in 
nations  such  as  Indonesia  and 
the  Philippines  and  said  growth 
could  also  slow  in  the  Mideast 
and  Latin  America.  "There's  still 
downside  risk,"  says  Smith  Bar- 
ney's Tobias  M.  Levkovich.  Leslie 
G.  McCraw,  Fluor's  CEO,  promis- 
es "fundamental  changes."  But 
if  orders  don't  pick  up,  analysts 
predict  criticism  from  sharehold- 
ers will  mount. 


stake  in  US  West  Media 
Group  instead.  U  S  West  is 
aligned  with  Time  Warnei', 
the  largest  cable  operator. 
On  the  other  hand,  some  of 
its  most  seasoned  executives 
bolted  earlier  this  year,  so 
Gates  might  not  be  picking 
the  best  hoi'se  to  ride.  TCI, 
U  S  West,  and  Microsoft  all 
decline  comment. 


BARCLAYS  AND  CSFB 
ARE  CLOSE  TO  A  DEAL 

WILL   CREDIT  SUISSE  FIRST 

Boston  pick  up  where  Bar- 
clays is  leaving  off?  Barclays 
confii'med  on  Nov.  4  that  it  is 
close  to  selling  portions  of  its 
investment  bank — the  equi- 
ties and  mergers  business- 
es— to  CSFB.  When  Barclays 
first  put  its  investment  bank- 
ing units  up  for  sale,  industry 
sources  thought  they  would 
fetch  $600  million  to  $800 
million.  But  many  suitors 
have  backed  away  because 
they  wanted  to  cherry-pick 
the  businesses,  as  csfb 
apparently  is.  Barclays'  dif- 
ficult sale  bodes  ill  for 
National  Westminster  Bank, 
which  is  considering  selling 
its  struggling  investment 
banking  subsidiary. 

BELLATUNTIC 
GOES  THE  DISTANCE 

BELL  ATLANTIC  IS  TRYING  TO 
beat  the  odds  and  become  the 
fii"st  Baby  Bell  to  offer  long- 
distance phone  service  in  its 
tenitory.  On  Nov.  6,  it  is  to 
file  a  petition  with  the  New 
York  Public  Seivice  Commis- 
sion asking  to  sell  long  dis- 
tance in  the  state.  If  the  state 
0  .K.'s  the  proposal,  the  Fed- 
eral Communications  Commis- 
sion will  rule  on  the  mattei-. 
Bell  Atlantic  has  its  work  cut 
out  for  it.  The  FCC  has  reject- 
ed other  applications.  It's  Like- 
ly to  tmn  down  a  pending  ai> 
plication  by  BellSouth,  too, 
since  the  Justice  Dept.  has 
recommended  against  letting 
BellSouth  into  long  distance. 


HEADLINER:  ROBERT  HAAS 


JEAN  THERAPY 


Faded  denim?  Levi  Strauss, 
the  San  Francisco  company 
that  put  the  world  into  blue 
jeans,  is  feeling  the  pinch 
of  competition.  On 
Nov.  3,  CEO  Rob- 
ert Haas  an- 
nounced that 
Levi's  will  shut- 
ter 11  of  its  37 
plants  in  the 
U. S.  and  Canada 
and  lay  off  a  third 
of  the  workforce.  De 
mand  for  Levi's  jeans  is 
down,  while  competition 
fi'om  designer  labels  and 
store  brands  is  up.  "After  a 
decade  of  unprecedented 
gi'owth,  we  probably  over- 
extended the  boundaries  of 
our  business,"  says  Haas. 

Haas  is  working  to  culti- 
vate a  hipper  image.  One 
change  will  be  in  ads. 


Besides  hunting  for  a  new 
agency,  Levi's  says  it  will 
double  its  $200  million-plus 
marketing  budget — 
already  one  of  the 
largest  among 
jeans  makers — 
over  the  next 
several  years. 

Also,  Levi's 
will  launch  a 
new  line  next  fall 
called  Red  Line 
that  attempts  to 
blend  traditional  style  with 
contemporaiy  tastes.  "All 
good  marketers  have  to 
continue  to  reinvent  them- 
selves," says  Gordon 
Shank,  president  of  Levi 
Strauss,  The  Americas.  Too 
bad  some  6,395  Levi's 
workers  won't  be  part  of 
that  process. 

By  Linda  Himelstein 


YELLOW  LIGHT 

ON  A  DIABETES  DRUG 

ON  OCT.  31,  WARNER-LAMBERT 

sent  out  a  letter  waiTiing  doc- 
tors of  reports  of  liver  injiuy 
associated  with  Rezulin,  its 
hot  new  adult-onset-diabetes 
drug,  launched  in  January. 
The  Food  &  Dnig  Adminis- 
tration has  received  reports 
of  35  cases  of  Liver  problems 
out  of  500,000  U.  S.  patients 
who  have  taken  Rezulin.  One 
case  resulted  in  a  liver  trans- 
plant, one  in  death.  Warner's 
stock  dropped  3%  on  the 
news.  Wanier  is  asking  doc- 
tors to  closely  monitor  pa- 
tients using  the  ding,  taking 
them  off  it  if  jsroblems  appeal'. 

PRICE  CEILINGS 
ARE  PROPPED  UP 

there's  a  limit:  manufac- 
turers  and  suppliers  can  now 
place  a  ceiling  on  the  prices 
retailers  can  charge  for  their 
products.  On  Nov.  4,  the  U.  S. 


Supreme  Court  reversed 
29-year-old  precedent  tha 
treated  all  limits  on  retai 
markups  as  a  form  of  price 
fixing.  The  court  agreed  witl 
the  manufacturers  that  deal 
ers  with  exclusive  territorie 
sometimes  engaged  ii 
monopoly  behavior  by  rais 
ing  prices  on  hot-sellinj 
products.  Manufacturers  sa; 
the  decision  will  bring  lowe 
prices.  The  ruling  also  mean 
franchisors  can  recjuire  fran 
chisees  to  participate  in  pric 
promotions. 

ETCETERA... 


■  Keep  it  simple:  AT&T  i| 
streamlining  its  residenti; 
long-distance  rates. 

■  After  disastrous  results 
Oxford  Health  Plans  said  CF| 
Andrew  Cassidy  would  quitj* 

■  Crandall  Bowles  is  t 
become  chief  executive  o 
Springs  Industries  on  Jan.  1 

■  Psi/clw  stamps:  The  Posts 
Service  will  launch  a  32 
Alfred  Hitchcock  stamp. 


;  It's  easier  to  listen  to  a  single  voice  for  all  your  communication  services.; 

How  many  local  phone  companies  do  you  use?  Too  many  to  remember?  Well,  now  that  MCI 
has  local  service,  just  remember  one  company.  For  everything.  From  Conferencing  to  Data  to 
Internet  to  Local  service.  Which  means  one  bill,  one  account  team,  one  contract  (resulting 
in  volume  discounts)  and  one  check  to  write.  So  your  company  will  spend  less  time  on 
bureaucracy  and  more  time  on  something  far  more  important:  your  business.  Sound  good? 

Local  and  oellulai  services  aie  only  available  in  terlain  afeas  This  olfer  is  only  available  lor  metfium-lafge  businesses  with  local  seivice  ovei  MCI  lacililies  Nol  available  in  all  areas  Call  lor  availabilily 


Is  this  a  great  time,  or  what? 


MCI 


ashingtonOutlook 


:D  by  OWEN  ULLMANN 


IE  GOP  ASSAULT  ON  AFFIRMATIVE  ACTION 
GETTING  SERIOUS  

two  years,  conservative  Republicans  in  Congress  have 
.d  affirmative  action  progi-ams  in  theii-  crosshairs.  But 
IP  leaders  haven't  pulled  the  trigger  for  fear  of  sparking 
dash  among  Republican  women  and  scaring  away  mi- 
!S  that  the  party  has  been  trying  to  court, 
now,  emboldened  by  the  Supreme  Court's  Nov.  3  deci- 
lat  lets  stand  California's  antipreference  initiative,  Re- 
ms  ai'e  making  the  controversial  issue  a  top  priority  for 
rhe  centerpiece  is  a  bill  co-sponsored  by  Senator  Orrin 
(R-Utah)  and  Representative  Charles  T.  Canady  (R- 
hat  would  jettison  race-  and 
r-based  preferences  in  160 
ims.  Passage  of  the  measure 
mean  an  end  to  rules  forcing- 
rate  America  to  set  goals  foi' 
minorities  and  women  as  a 
ion  for  winning  government 
cts.  Also  targeted:  special  ad- 
>es  for  companies  owned  by 
n  and  minorities  when  they 
federal  contracts, 
ise  Speaker  Newt  Gingrich 
.)  argues  that  it's  wi-ong  for 
nment  to  be  "picking  win- 
,nd  losers  based  on  arbitraiy 
s  and  set-asides."  Hatch 

^,  which  is  why  he  sought  on  Nov.  4  to  derail  the  nom- 
1  of  affinnative-action  defender  Bill  Lann  Lee,  President 
n's  pick  for  civil-rights  chief  at  the  Justice  Dept. 
JE"  ISSUE.  Republicans  are  convinced  that  most  voters 
firmative  action  as  reverse  discrimination — making  for 
feet  "wedge"  issue  to  split  the  Democratic  coalition, 
hope  to  appeal  to  Reagan  Democrats,  who  have  been 
moving  back  to  the  Democratic  coliunn  after  a  long  flir- 
with  the  GOP.  Although  voters  in  Houston  on  Nov.  4  re- 
to  end  a  set-aside  progi-am  for  city  conti'actors,  mo- 
rn is  building  in  Colorado,  Florida,  Oliio,  and  Washington 
to  follow  the  example  of  California,  which  passed  Proj^o- 


EVEN  BRUCE  AND  JESSE  C 

voters  to  reject  Propositi 


sition  209,  its  broad  assault  on  preferences,  a  year  ago. 

To  inoculate  themselves  against  charges  of  racism.  Re- 
publicans are  offering  alternatives  that  they  say  would  help 
minorities  get  ahead  without  relying  on  preferences.  Exam- 
ples: vouchers  that  let  inner-city  kids  attend  private  or  reli- 
gious schools  (page  106)  and  streamhned  rules  at  the  state 
and  local  level  that  would  make  it  easier  for  urban  minorities 
to  start  small  businesses  and  get  trade  licenses. 

Trouble  is,  such  progi'ams  may  not  give  the  cop  enough 
cover.  Democrats  concede  that  there  is  strong  i:)ublic  support 
for  ending  reverse  discrimination 
but  not  for  scrapping  affirmative- 
action  initiatives  that  level  the 
playing  field  for  women  and  mi- 
norities. "The  Republicans  think 
they  have  a  hot-button  issue,  but 
most  people  disagree  with  them," 
says  Democratic  pollster  Mark 
Mellman.  "The  Houston  vote  sig- 
nals that  this  is  not  a  slam-dunk." 

The  <;op  also  could  turn  off 
members  of  its  own  constituen- 
cy— women  Republicans  and  cor- 
porate executives.  Joann  Payne, 
a  lobbyist  who  represents  women- 
owned  road-construction  compa- 
nies, says  affirmative  action  has  swelled  her  group  from 
20  to  12,000  since  1980.  "Most  of  these  women  are  Republi- 
cans, and  they're  irritated  at  their  party,"  Payne  says.  And 
Corporate  Amei'ica  believes  compliance  with  affirmative- 
action  progi'ams  is  a  good  defense  against  antidiscrimination 
lawsuits.  Besides,  execs  argue  that  diversity  is  good  for 
the  bottom  hne. 

Despite  the  political  dangers,  the  cop's  conservative  wing 
has  inn  out  of  patience.  And  party  leaders  are  desperate  for 
an  issue  the  Dems  won't  co-opt.  That's  why  "End  affirmative 
action"  will  be  a  Republican  rallying  cry  in  '98. 

Bfi  Siisdu  Fj.  Gdrhuid  (uxl  Amii  Hoiths 


onldn't  get  California 
on  201)  last  year 


CAPITAL  WRAPUP 


?  SINKING  FORTUNES 

[though  Al  Gore  remains  the 
5-on  favorite  for  the  2000  Demo- 
ic  Presidential  nomination,  a  new 
ris  Poll  shows  sizable  public  dis- 
jfaction  with  the  Veep.  According 
le  survey  of  1,003  adults,  negative 
ions  of  Gore  exceed  his  positive 
ng  54%  to  44%.  Gore  is  favored  for 
nomination  by  a  3-to-l  margin 
■  House  Minority  Leader  Dick 
hardt  (D-Mo.),  but  34%  said  they 
Id  prefer  "someone  else." 


TELECOM  COMPETITION 

►  William  E.  Kennard,  the  new  chair- 
man of  the  Federal  Communications 
Commission,  wants  to  draft  a  blue- 
print for  competition  in  the  phone 
industry.  The  courts  have  thrown  out 
many  FCC  policies  for  usurping  the 
powers  of  state  regulators.  So  Ken- 
nard wants  to  work  with  the  states  to 
develop  uniform  principles  that  spur 
competition.  Example:  a  faster  time- 
table for  Baby  Bells  to  offer  new  rivals 
equal  access  to  customer  data. 


DIRTY  LinLE  SECRET 

►  Washington  politicians  love  to  crow 
about  the  middle-class  tax  cuts  Con- 
gress passed  this  year.  But  the  pay- 
roll tax  increase  for  1997  is  being 
treated  like  a  state  secret.  The  wage 
ceiling  subject  to  Social  Security 
taxes  next  year  will  rise  4.6% — from 
$65,400  to  .$68,400— based  on  the  in- 
crease in  average  earnings.  As  a  re- 
sult, the  maximum  payroll  tax  for 
workers  will  jump  to  $4,240.80,  up 
from  $4,054.80  this  year. 


Finance 


STOCK  MARKETS 


HEADED  FOR 
BUBBLE  TROUBLE? 

The  market  rebound  may  be  investor  optimism  run  amok 


Wliy  has  the  stock  market  re- 
covered so  quickly  from  its 
10%  swoon  over  three  sessions 
in  late  October?  Was  there 
some  positive  news  that  caused  millions 
of  investors  to  put  on  gi'een  eyeshades, 
fire  up  their  spreadsheets,  and  conclude 
that  the  real  value  of  stocks  exceeded 
current  market  prices?  That's  what  a 
believer  in  the  efficiency  of  markets 
would  say.  An  alternate  theory  is  that 
instead  of  scnitinizing  the  assets  of  com- 
panies, investors  scrutinized  one  anoth- 
er for  clues  about  what  to  do.  They  con- 
cluded that  other  investors  would  buy 
on  the  dip — so  they  did  it  themselves. 
And  stock  prices  shot  back  up. 

If  that's  really  what  happened,  it's  a 
classic  example  of  a  self-fulfilling  prophe- 
cy. It's  also  a  recipe  for  a  "market  bub- 
ble," a  speculation-induced  inflation  of 
piices  above  their  true  value,  say  econ- 
omists who  study  investment  behavior. 
While  Wall  Street  analysts  are  ap- 
plauding the  market's  rebound,  these 
economists  warn  that  investors  may, 
like  Humpty  Dumpty,  be  setting  them- 
selves up  foj'  a  great  fall. 
INCIPIENT  MANIA.  A  bubble  in  the  stock 
market  can  lead  to  overinvestment  by 
giving  companies  a  perception  that  their 
cost  of  capital  is  low.  Likewise,  the  j^op- 
ping  of  a  bubble  can  lead  to  cascading 
defaults  by  overextended  investors  and 
lenders  and,  eventually,  a  deep  chill  in 
the  productive  sector  of  the  economy. 
You  start  to  see  why  Federal  Resei-ve 
ChaiiTnan  Alan  Greenspan  warned 
last  December  against  "irrational 
exuberance." 

Of  course,  there's  no  way 
to  be  sure  that  the  stock  mar- 
ket is  overvalued  at  these  lev- 
els— or  even  at  the  level  of 
last  August,  when  the  Dow 
Jones  industrial  average  briefly 
topped  8200.  But  investors'  be- 
havior has  many  of  the  ear- 
marks of  incipient  mania,  say 
many  behavioral-finance  expeits. 
"My  view,  for  what  it's  worth,  is 


that  thei'e  is  a  lot  of  risk,"  says  Hai*vai"d 
University  economist  John  Y.  Campbell. 

So,  where  do  investors  get  the  confi- 
dence to  keep  bidding  up  stock  prices 
even  after  last  month's  warning  slap? 
Aside  from  the  assurance  bred  by  a 
decade-long  bull  market,  investor; 
may  be  buoyed  by  the  idea  that 
financial  markets  settle  natural- 
ly at  their  proper  level.  Econo- 
mists call  this  the  efficient-mar- 
kets theory.  The  idea,  which 
reached  its  zenith  in  the  1970s 
and  early  1980s,  is  that  you  can't 
beat  the  market,  because  prices 
adjust  to  news  far  faster  than  you 
can  react.  A  corollary  is  that  there's  no 
need  to  fear  bubbles,  because  stock 
prices  never  get  too  far  out  of  line. 

But  befoi-e  you  put  too  much  faith 
in  the  theory  of  market  efficiency,  con- 
sider that  ever  since  the  mid-1980s,  it 
has  been  falling  fi*om  favor  in  academia 
— where  it  began.  Most  financial 
economists  now  agree  with  the 
commonsense  observation  that 
stocks  and  other  financial  as- 
sets are  subject  to  bubbles, 
overshoots,  and  panics.  Effi- 
cient-markets theory  as- 
sumes that  investors  fo-  /J. 
cus    on  fundamental 
values  of  assets.  But 
if  what  they  really  fo- 
cus on  is  one  another, 
all  bets  are  off. 

Even  those  acade- 


mics who  remain  in  the  efficient-market; 
camp  have  begun  to  acknowledge  it; 
limits.  "Fifteen  yeai's  ago,  people's  knee 
jerk  reaction  was,  'Prices  are  right,' 
says  Yale  University  economist  Ken 
neth  R.  French.  "As  the  world  move 
on,  everybody  revises  their  opinions." 

Still,  a  continuing  conviction  that  it' 
impossible  to  beat  the  market  has  le( 
small  investors  to  put  more  money  int^ 
index  mutual  funds,  which  represen 
broad  swaths  of  the  market.  Morn 
ingstar  Inc.,  a  Chicago-based  fund  re 
search  firm,  says  assets  in  stock  am 
bond  index  funds  rose  to  $140.6  billio; 
as  of  Sept.  30,  from  $2.1  bilHon  in  XW^ 
While  that  may  be  a  good  way  t(^ 
invest,  it  probably  contributes  to 
the  potential  for  a  market 
bubble.  Fund  investors— 


;tep  removed  ft'om  thinking  about 
riciness  of  individual  stocks — may 
areless  about  searching  for  fimda- 
al  value. 

bert  J.  Shiller,  a  behavioral  finance 
imist  at  Yale,  says  that  in  a  recent 
y  he  did,  half  the  investors  admit- 
hat  they  weren't  good  at  picking 
s,  but  for  some  reason  most 
fht  they  were  good  at  picking  peo- 
fho  were  good  at  picking  stocks, 
hubris  can  be  dangerous,  he  says: 
)le  begin  to  believe  any  price  is  as 


good  as  any  other.  The  danger  is  that 
the  market  can  never  seem  too  high." 

Bubbles  can  persist  for  so  long  that 
they  start  to  seem  unpoppable — witness 
the  long  heyday  of  Japan's  stock  and 
real  estate  markets  in  the  1980s.  People 
begin  to  think  of  the  high  levels  as  nor- 
mal, a  phenomenon  known  as  "anchor- 
ing" (box).  But  when  bubbles  do  pop, 
the  effect  can  be  explosive.  Investors 
who  have  lost  the  habit  of  thinking 
about  underlying  values  can  panic — and 
not  come  in  to  buy  even  when 
the  market  hits  bargain  levels. 

This  isn't  to  say  that  mar-  u 
kets  are  completely  inefficient, 
either.  If  everyone  thought  it  was 
obvious  that  the  U.  S.  stock  market  was 
at  too  high  a  level,  the  market  would 
quickly  fall.  The  same  goes  for  individ- 
ual stocks:  Markets  ai-e  efficient  enough 
that  there  are  no  easy  pickings.  "Aver- 
age investors  who  try  to  do  a  lot  of 
trading  will  just  make  their  brokers 
rich,"    says    Harvard  economist 
Michael  C.  Jensen,  an  efficient-mar- 
kets believer. 

BEAUTY  CONTEST.  For  the  most  part, 
then,  bubble  theorists  don't  waste  time 
trying  to  time  the  ups  and  downs  of 
the  market  or  to  pick  particular  under- 
valued stocks.  Instead,  they  attempt  to 
use  insights  fi'om  behavioral  finance  to 
exploit  oddities  in  the  way  markets 
behave. 

One  such  mini-bubble  is  the  market's 
infatuation  with  stocks  that  have  high 
price-earnings  multiples. 
Such  stocks,  common  in 
booming  sectors  such 
as  high  tech,  tend 
to  perform  worse 
over  thi"ee  to  five 
years  than  com- 
panies with 
low  p-e's.  It 
could  be  that 
investors  imwisely  assume  that  whatever 
misfortunes  lead  to  a  company's  low  p-e 
ratio  are  bound  to  continue — the  "over- 
confidence"  eiTor  in  the  box.  As  long  ago 
as  the  1930s,  investment  wizard  Ben- 
jamin Graham  spelled  out  the  obvious 
strategy:  Buy  "value"  stocks  with  low  p- 
e  multiples  and  hold  them  until  the  mar- 
ket wakes  up  to  them. 

If  markets  were  efficient,  that  "val- 
^     ue"  anomaly  should  have  been  arbi- 
^  traged  away  long  ago,  as  people 
bought  the  value  stocks  and  sold  the 
liigh  p-e  gi'owth  stocks.  But  the  anom- 
aly was  confuTned  as  recently  as  1993  in 
a  paper  by  Josef  Lakonishok  of  the  Uni- 
vei-sity  of  Illinois,  Anch-ei  Shleifer  of  Hai- 
vard,  and  Robert  Vishny  of  the  Univer- 
sity of  Chicago.  They  went  on  to  found 


FIVE  SANE  REASONS 
FOR  INSANE  MARKETS 


THE  EMPEROR'S  NEW  CLOTHES  Investors 
follow  the  herd,  confident  that  oth- 
er investors  must  see  something 
they  don't.  But  if  stocks  dip  and  no 
one  immediately  steps  up  to  buy, 
the  confidence  turns  to  panic. 

MULTIPLE  EQUILIBRIUMS  Small  jolts 
can  knock  the  economy  from  an 
^    equilibrium  of  high  profitability  to 
one  of  low  profitability.  Fear  of 
the  jolts  causes  market  gyrations. 

ANCHORING  In  the  absence  of  bet- 
ter information,  people  assume 
that  current  stock  prices  must  be 
about  right.  As  the  market  creeps 
up,  each  new  high  is  "anchored" 
by  its  closeness  to  the  last 
record — a  recipe  for  bubbles. 

OVERCONFIDENCE  Investors  extrapo- 
late that  current  trends  will  contin- 
ue, ignoring  history.  So  stock 
prices  overreact  to  a  bit  of  good 
news  or  to  their  own  recent  runup. 

GAMBLING  Like  a  Las  Vegas  habitue 
on  a  hot  streak,  some  investors 
keep  doubling  their  bets  in  a  ris- 
ing market — attracted  by  the 
thrill  of  winning  and  perhaps 
even  the  whiff  of  danger  that  the 
whole  thing  could  collapse. 


Chicago-based  Lsv  Asset  Management, 
which  manages  $1.3  billion  of  pension- 
fund  money  with  a  value  strategy. 

With  the  toppling  of  efficient-mar- 
kets theory  from  its  place  of  domi- 
nance, academics  are  harking  back  to 
earlier  thinkers  such  as  John  Maynard 
Keynes,  who  said  in  the  1930s  that 
bubbles  can  form  and  burst  because 
investors  focus  on  one  another  instead 
of  on  the  fimdamentals.  Wrote  Keynes: 
"It  is  not  a  case  of  choosing  those 
which,  to  the  best  of  one's  judgment, 
are  really  the  prettiest,  nor  even  those 
which  average  opinion  genuinely  thinks 
the  prettiest.  We  have  reached  the 
third  degree  where  we  devote  our 
intelligences  to  anticipating  what  av- 
erage opinion  expects  the  average  opin- 
ion to  be." 

Keynes's  description  of  the  stock  mar- 
ket as  a  beauty  contest  is  a  progenitor 
of  Alan  Greenspan's  warning  against  ir- 
rational exuberance.  The  message:  You 
can't  always  trust  the  stock  market  to 
get  things  right. 

By  Peter  Coy  in  New  York 


Finance 


BONDS 


CONNECT  THE  DOTS . . . 

AND  YOUIL  SEE  A  SLOWDOWN 

Analysts  who  plot  interest  rates  forecast  sluggish  growth 


Ancient  stargazers  drew  imagi- 
nary lines  across  the  night 
skies,  connecting  stars  into  im- 
ages of  man  and  beast.  They  stud-  7  5 
ied  the  course  of  the  heavenly  bod- 
ies tlirough  the  skies  and  eventually 
used  them  to  forecast  the  future — 
and  thus  was  born  the  practice  of 
astrology. 

Nowadays,  market  analysts  and 
economists  play  a  similar  game.  On 
a  gi'aph,  they  plot  the  interest  rates 
foi'  a  series  of  matiuities  from  thi'ee 
months  to  30  years.  Then  they  con- 
nect the  dots  to  create  what's  called 
the  "yield  curve" — and  divine  fore- 
casts about  the  economy  and  the  fi- 
nancial markets  from  the  look  of  ^ 
the  line.  They  even  invest  on  what 
the  dots  tell  them. 

Astrology?  Not  really.  Just  sound  eco- 
nomic and  financial  analysis.  "Yield 
curves  have  proven  to  be  pretty  good 
leading  indicators  of  economic  activity," 
says  Michael  R.  Rosenberg,  head  of  in- 
ternational fixed-income  research  at 
Merrill  Lynch  &  Co.  Right  now,  the 
yield  cui"ves  of  major  industrial  nations, 
he  says,  are  sending  much  the  same 
message:  slower 
growth  ahead. 

Let's  look  at 
the  curve  for  the 
U.  S.  From  the 
yield  on  three- 
month  Ti'easury 
bills,  5.20%,  to 
that  of  30-year 
Treasury  bonds, 
6.25%,  is  a  scant 
105  basis  points 
(each  basis  point  is  of  1%-).  Back  in 
April,  when  long-term  interest  rates 
were  at  their  high  point  for  the  year, 
the  difference  between  the  shortest  and 
longest  Tr'easury  securities  was  188  ba- 
sis points.  When  plotted  on  a  chart,  the 
April  yield  curve  was  seen  to  be 
"steep."  Today's  is  "flat,"  and  the  move- 
ment of  interest  rates  from  April  to 
November  is  called  "flattening." 

The  flattening  of  the  yield  cuj-ve  is 
tyjjical  behavior  f(jr  late  in  an  economic 
expansion.  Normally,  the  curve  flattens 
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as  the  Federal  Resei-ve  Board,  tiying  to 
slow  a  steamy  economy  and  thwart  in- 
flation, hikes  short-term  interest  rates 
higher  and  highei-  to  the  point  where 
they  approach  longer  rates.  Long  rates 
may  climb  then,  but  not  much  because 
higher  short  rates  usually  slow  econom- 
ic activity,  and  that  curbs  inflation. 
FEWER  GAMBLES.  But  this  time  around, 
the  flattening  process  played  out  cjuite 
differently.  There  has  been  no  shift  in 
monetary  policy  since  March,  when  the 
Fed  hiked  short-term  rates  25  basis 
points,  and  short-term  rates  have  re- 
mained largely  unchanged  since  April. 
The  shape  of  the  curve  has  been  al- 
tered mainly  by  the  drops  in  yields  in 
longer-term  matui'ities.  "We've  had  a 
sharp  I'eduction  in  long-term  rates  be- 
cause there's  less  fear  of  inflation  in  the 
future,"  says  Frederic  S.  Mishkin,  an 
economics  professor  at  Columbia  Busi- 
ness School  and  a  former  research  di- 
I'ector  of  the  Fed- 
eral Resei-ve  Bank 
of  New  York. 

At  least  that's  a 
message  investors 
are  sending  to  the 
Fed  through  the 
yield  curve.  Still, 
Mishkin  doesn't 
think  the  Fed  is 
going  to  let  down 
its  guard  on  infla- 
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tion  with  the  economy  still  growing  ai 
an  above-average  pace  and  with  laboi 
markets  tight. 

None  of  the  yield  curves  of  other  in 
dustrial  nations  looks  quite  like  that  0 
the  U.  S.,  but  their  message  still  point: 
toward  slower  gi'owth.  In  Gennany,  th( 
yield  curve  is  steeper  than  in  the  U.  S. 
but  recent  hikes  in  short-term  rate 
have  flattened  the  cwve  from  the  shor 
end.  Japan's  steep  yield  curve  is  flat 
tening  as  well.  Or  consider  Britain 
where  the  one-yeai-  yield,  at  7%,  is  mor( 
than  half  a  percentage  point  higher  thai 
the  30-year  bond.  That's  when  the  yiek 
cui-ve  goes  beyond  flat  and  becomes  "in 
verted,"  a  result  of  a  restrictive  mone 
tary  policy  that's  often  a  precursor-  of 
recession. 

With  yield  curves  around  the  worl 
pointing  toward  slower  economi 
growth,  bonds,  even  at  today's  relative 
ly  low  yields,  make  compelling  invest 
ments.  A  6.25%  yield  m  an  era  of  2%-tc  iile 
2.5%  inflation  is  a  good  deal.  But  wha 
about  bond  market  volatility?  No  prob 
lem,  says  William  H.  Gross,  who  over 
sees  $108  billion  in  bonds  for  PIMCO  Ad 
visors:  "The  flatter  curve  suggests  lowe 
volatility  in  rates,  and  that  makes  bond 
better  investments." 

While  all  bond  market  players  se 
the  same  numbers,  they  don't  all  se 
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the  same  patterns. 
Ian  A.  MacKinnon, 
who  heads  up  the 
bond  funds  at 
Vanguard  Gi'oup, 
says  that  the 
shape  of  the  cm've 
suggests  there  will 
be  a  half-percent- 
age hike  in  short- 
term    rates  one 
yeai"  hence.  MacK- 
innon says  the  drop  in  long-term  rate 
that  realigned  the  cui've  in  the  last  se\ 
eral  weeks  has  little  to  do  with  ecc 
nomic  fimdamentals  and  more  with  "th 
uncertainty  in  stocks."  Much  of  the  moi 
ey  that  e.xited  the  wildly  gyrating  glol  f,,^ 
al  stock  mai'kets  ended  up  in  Treasuriei 
"The  fearful  bought  the  short-term,  th 
speculators  the  long-term,"  he  says 

But  the  switch  out  of  stocks  and  im 
bonds  does  have  an  economic  messagi 
It's  a  signal  from  investors  that  they'; 
pulling  in  their  horns,  taking  fewi 
chances,  putting  their  money  whe 
there's  a  little  more  certainty  and  a  lii 
tie  less  risk.  That  behavior,  echo< 
through  the  economy,  is  the  making  of 
slowdown.  And  it  shows  up  first  not 
the  stai's  but  in  the  earthly  yield  curvi 
By  Jeffreij  M.  Ladermd 
i  n  Ne  w  Yor 
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There  s  A  Better  Way 
>  Choose  The  Right  Funds 
For  Today's  AAarket 

the  historic  gains  of  the  current  bull  market,  almost  any  fund  family  can  boast  about  recent  returns. 
!uU  markets  don't  last  forever,  so  you  should  look  for  more  than  short-term  performance.  Before  you 
your  next  investment,  consider  this  checklist  of  qualities  that  thoughtful  investors  look  for 
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U.S.  STOCK 

'udential  Equity 

ntial  Equity  Income 

Prudential 
jnnison  Growth 

rudential  Small 
Company  Value 

LOBAL  STOCK 

udential  World/ 
emotional  Stock 

(ntial  World/Global 

BONDS 

Prudential 
liversified  Bond 

Jential  High  Yield 

X  FREE  BONDS 

tiai  Municipal  Bond/ 
High  Yield 

dential  California 
Aunicipal  Bond 

LOBAL  BONDS 

)bal  Total  Return 

ho/  core  funds  ore  just  the 
ig.  We  offer  over  40  mutual 
eef  all  your  investment  needs. 


Choose  an  experienced 
' — '  fund  manager.  Has  the  fund 
manager  shown  stock-picking  skills  in 
anything  other  than  today's  bull  market? 
The  Wall  Street  Journal  reports  that  the 
average  age  of  today's  portfolio  manager  is 
just  29.  You'll  probably  feel  more  at  ease 
with  money  managers  who  are  experienced 
in  both  bull  and  bear  markets. 

Seek  a  responsible  balance 
' —  of  risk  and  reward.  Don  t 

expose  your  portfolio  to  risk  you  don't  want. 
Make  sure  that  your  mutual  funds  don't 
achieve  their  returns  by  taking  on  more 
downside  risk  than  you're  comfortable  with. 


Prudential  core  funds  focus  on  all  of  these  and  more. 

Prudential  core  funds  have  built  a  Rock  Solid  reputation  for  long-term  performance.  Our  core 
fund  managers  average  19  years  of  investment  experience,  and  subject  each  holding  to  intensive 
"bottom-up,"  company-by-company  research.  By  concentrating  on  fundamentals,  we  can  be 
confident  in  the  holdings  we  choose.  In  most  cases,  that  translates  to  lower  portfolio  turnover, 
which  can  mean  tax  savings  for  you.  Past  performance  is  no  guarantee  of  future  results. 

It's  a  volatile  market.  Prudential  can  help  you  make  smarter  choices. 

Your  investment  strategy  should  rest  on  a  more  stable  foundation  than  last  year's  numbers. 
A  Prudential  advisor  can  show  you  what  you  should  be  looking  for  in  your  next  investment 
and  help  you  find  opportunities  that  are  right  for  your  portfolio.  Call  for  a  prospectus  with  more 
complete  information  on  share  classes,  sales  charges,  management  fees  and  expenses.  Read 
it  carefully  before  you  invest. 


Look  for  a  disciplined 
'      investment  style.  Check  to 
see  whether  a  fund  sticks  to  its  stated 
objectives.  Funds  that  pursue  performance 
at  the  expense  of  consistency  can  blur 
your  asset  allocation  and  your  overall 
investment  strategy 

Demand  consistent 
' —  long-term  performance. 

Investors  rarely  buy  a  mutual  fund  for  short 
time  periods,  so  examine  the  returns  that 
a  fund  has  delivered — not  just  recently — 
but  over  the  last  five  or  ten  years.  A  fund 
with  a  proven  track  record  can  give  you  the 
confidence  that  your  fund  is  managed  with 
an  eve  for  loiiui-tcrm  results. 


1-800-THE-ROCK 

www.prudentlal.com    ext.  4509 


Call  toll  free  today. 


&  Prudential 

investments 

)f  the  Funds  are  offered  through  Prudential  Securities  Incorporated,  199  Water  Street,  New  York,  NY  and  Pruco  Securities  Corporation, 
ishington  Street,  Newark,  NJ,  both  subsidianes  of  The  Prudential  Insurance  Connpany  of  America.  Prudential  Investments  is  a  unit  of 
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MUTUAL  FUNDS 


RUGGED  INDIVIDUALISTS 
NOT  WANTED  HERE 

Fund  manager  Irene  Hoover  was  No.  1.  So  why  did  she  bow  out? 


In  the  breakneck  performance  derby 
ruling  the  mutual-fund  business, 
stranger  things  have  surely  hap- 
pened. But  when  the  Jurika  &  Voyles 
Mini-Cap  Fund  finished  the  most  i-ecent 
quarter  with  the  best  three-year  recoixl 
among  general  stock  fimds — a  feat  that 
oi'dinarily  sends  fund  marketers  into 
paroxysms  of  joy — no  ads  were  bought 
featuring  the  fund  and  its  manager  In- 
stead, the  fimd  had  to  switch  managei's. 

For  Irene  G.  Hoover,  who  guided  the 
$160  million  poilfolio  through  its  first 
thi'ee  years,  the  message  was  clear:  In 
marketing  mutual  funds  these  days, 
pure  perforinance  is  no  longer  enough. 
Jm-ika  &  Voyles,  an  Oakland  (CaUf.)  unit 
of  $121  billion  New  England  Investment 
Cos.,  manages  $7.4  billion,  mostly  in 
pension  and  private  accounts.  It  also  of- 
fers three  mutual  funds,  of  which 
Hoover's   was  the 
lai-gest  and  best  per-   STARTING  OVER: 
forming  (table).  So   Hoover,  ivlio 
why  is  it  now  in  the    )ww  runs  her 
hands  of  new  man-   own  firm  ,  sees  a 
agers  while  Hoover   10,000  Dow  by 
leaves  to  start  her   the  millejinium 
own  finid? 

In  a  word:  style.  Hoover  acted  as  a 
lone  wolf,  reseai'ching  and  ti'acking  most 
of  her  own  picks,  rather  than  relying 
on  ideas  ecjirdng  out  of  Juiika  &  Voyles's 
research  department.  Her  eclectic  style, 
which  amounted  to  a  fast-trading,  hard- 
to-categoi'ize  search  for  small  gTowth 
stocks  at  low-risk  prices,  no  longer  fit  in 
with  the  slower,  consensus  approach 
common  at  Jurika  &  Voyles.  "We  have 
to  have  a  sensible  product  strategy,  no 
different  from  Procter  &  Gamble,"  ex- 
})lains  Karl  0.  Mills,  Jurika  &  Voyles 
executive  vice-president.  Clients,  he 
says,  "got  confused  by  what  was  hap- 
pening at  the  Mini-Cap  Fund — vs.  the 
other  $7  billion  we  were  ninning  by  the 
team  approach." 

"GREAT  STOCK-PICKER."  Hoover  con- 
firms that  this  long-brewing  conflict 
spuiTed  her  I'esignation.  "They  wanted 
me  to  run  it  more  like  their  other 
funds,"  she  says,  including  holding  few- 
er stocks  in  the  poilfolio,  something  she 
says  was  too  risky  for  her  taste,  given 


Hoover  Cleans  Up 


THREE-YEAR  TOTAL  RETURN 


JURIKA  &  VOYLES  MINI-CAP  FUND 
STANDARD  &  POOR'S  500-STOCK  INDEX 
AVERAGE  SMALL-STOCK  BLEND  FUND 
AVERAGE  U.S.  DIVERSIFIED  EQUITY  FUND 


•Annual  averages,  period  ended  Sept.  30 

DATA  MORNINGSTAR  INC 

the  inherent  volatihty  and  illiquidity  of 
smaller  stocks. 

Hoover  mixes  research  acumen  with 
trading  talent.  "She's  a  gi'eat  stock-pick- 
er," observes  San  Francisco  investor 
Curtis  Brown,  one  of  Hoover's  former 
bosses.  "She'll  buy  certain  gi'oups  that 
are  out  of  favor  and  watch  as  the  mar- 
ket recognizes  them."  Case  in  point: 
Last  year,  she  piled  into  real  estate  in- 
vestment trusts  just  before  then-  steep 
ascent  in  the  second  half. 

Bullish  on  U.  S.  stocks  in  spite  of 
the  recent  turmoil,  Hoover  sees  a  Dow 


Jones  industrial  average  of  10,000  h 
2000.  She  thinks  that  despite  smai 
caps'  steep  run  of  late,  good  buyj 
remain,  such  as  Cost  Plus  Inc.,  a  re 
tailer,  and  Granite  Construction,  whicj 
generates  lots  of  cash — a  hallmark 
her  picks. 
NO  TROUBLE.  The  fund  manager  leave 
Jurika  &  Voyles  with  a  valuable  assel 
her  i-ecord  and  the  five  stars  pinned  ol 
it  by  Mornings  tar  Inc.  She  is  starting  [ 
partnership  for  big  money  ($500,0C 
minimum),  plus  a  mutud 
fund  for  small  investor! 
which  won't  open  until  199| 

This  isn't  the  first  tir 
Hoover  has  gone  her  o\ 
way.  A  56-year-old  singi 
mother  of  three,  she  stanq 
out  amid  the  mostly  youn^ 
er,  largely  male  ranks 
fund  managers.  She  gre^ 
up  in  Chicago  talking  she 
with  her  banker  dad. 
Stanford   University,  sr 
studied  history,  then  weij 
to  Northwestern  Universitj 
foi'  a  master's  before  teaci 
ing  high  school.  "NursI 
teacher,    librarian — thod 
were  the  roles  open  to  mol 
of  the  women  of  my  genel 
ation,"  she  says.  By  196| 
however,  she  was  workir 
as  an  oil  analyst  in  Sa 
Francisco.  She  has  sind 
been  at  several  other  boi 
tiques  and  took  10  yea.\ 
out   to    raise    her  kic 
Hoover  returned  to  woi] 
full-time  in  1985  and  joinq 
Jurika  &  Voyles  in  1991 
research  director. 

Friends   think  Hoov^ 
will  have  no  trouble  ope 
ating  Hoover  Asset  Ma| 
agement.   Says  John 
Skeen,  research  director 
NationsBanc  Montgomej 
Secmities  Inc.:  "She's  a  pe 
former   and   always  hj 
been."  Othei's  wonder  abo| 
the  risks  of  running  your  own  she 
"Things  consume  you,  and  you  ta^ 
your  eye  off  the  ball.  All  of  a  sudde 
you  go  from  a  top  performer  to  a  b(j 
tom  perfomier,"  says  Hugo  W.  Quake 
bush,  a  senior  vice-president  at  Charlj 
Schwab  &  Co. 

Hoover  is  undaunted.  "I've  alwa| 
wanted  my  own  fii'm,"  she  notes.  Sa 
Mills:  "This  was  really  her  love  and 
passion,  to  focus  on  these  small  comp 
nies."  Now,  she  has  the  freedom  to 
her  own  fund,  in  her  own  way. 

Bi/  RobeH  Bark 


43.1% 


24.3 
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Tom  didn't  know  thai  Micron  was  the  answer  to  all  his  company's  computing 
needs.  He  had  no  idea  about  Micron's  outstanding  reputation  lor  award-winning 
products  and  exceptiouiil  service  .ind  reliahility.  He  didn't  even  know  that  Micron 
sells  PCs  direct,  so  every  computer  is  built  to  exact  specifications.  Tlie  guy  in  his 
mailroom  knew,  and  now  you  know  l-nid  out  how  Micron"''  desktops,  servers  and 
notebooks  can  give  your  company  a  complete  netv\'ork  solution.  More  information  on  our  TransFort'  Xke 
Itiglvperformance  notebook  computers,  now  with  voice  recognition  software,  is  just  a  call  or  a  click  away 


MICRON  TRANSPORT  Xke 


Intel  200M1 1/  or  3M\{/  Pentium '  Processor  with  MMX'"  icUinolo.gy 
Dragon  .Systems  NaturallySpejking  Personal  voice  recognition  software 
nx  CD-ROM  drive  with  AuloPlay™  technologv 
HVXGA  display  sunuifji 
Microsoft  Windows  fl'i 
Upgradable  to  ffiMBDHAM 


'4899 


1997  Heron  Dectromcs.  Ik  U  rights  resand  Mkimi  Eledrontcs  a  not  responsible  far  omuuons  or  mors  m 
ttpu^apliT  or  pbotogrvhY  Wl  piich^s  a?  subiecl  to  jiaitabilrty  Prtcet  aid  speciftcattons  msf  be  duDged  inthaut  wtxt. 
prices  do  nol  include  shipping  and  tundlin^  and  anr  atiplicabie  t^ies  30-daY  monef-bacli  polir)  does  nol  indude  return 
treighl  dnd  ongmai  shipping  handiuig  charges,  anilies  onlir  to  Micron  brand  products  and  begins  Irom  date  of  shipment  Afl 
sjkes  lit  subied  lo  Micfon  Eiettionics  current  terms  and  conditions  of  sale  Lease  prices  based  on  K-month  lease  The 
Intel  Inside  Logo  and  Pentium  ve  regisleruj  trademarks  and  MMX  is  a  tradenurli  ol  hitel  Corporation  Miaosott  Windom. 
Windms  NT  and  the  Windoirs  li^o  are  registered  trademarks  of  Mnosotl  Corporation  Proittd  names  of  Micron  procbcb 
are  trademarks  or  registered  trademarks  of  Mnon  E]ectionics,  Inc  or  NetFRAME  Srstents,  Inc  Other  prorkid  nxnes  used 
in  this  publication  se  lor  identification  purposes  ont|i  and  may  be  trademarks  ol  their  respective  companies 


888-209-8038 

www.micronpc.com 
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INVESTIGATIONS 


IS  WADE  COOK'S 
RECIPE  KOSHER? 

He  says  he'll  make  you  rich.  Or  is  it  the  other  way  around? 


On  a  recent  Saturday  morning  at  a 
Marriott  Hotel  on  Long  Island, 
N.Y.,  ab(jut  80  people  crammed  into 
a  conference  i-oom  to  leani  how  to  eara 
300%  a  year  in  the  stock  market.  This 
introductory  three-hour  session  of  Wall 
Street  Workshop,  for  which  attendees 
paid  $22,  was  hosted  by  Wade  Cook 
Seminars,  a  division  of  Profit  Financial 
Corp.,  based  in  Seattle. 

Wade  B.  Cook,  who  is  CKO  of  Profit 
Financial,  is  something  of  a  celebrity:  a 
best-selling  investment  author  who  had 
two  books  on  the  New  York  Times  best- 
seOer  list  and  cuiTently  has  two  books  on 
BUSINESS  wep:k's  best-seller  list.  Profit 
Financial  offers  a  variety  of  investment 
and  estate  planning  seminars  as  well  as 
investment-related  books  and  audio 
tapes,  all  done  by  Cook.  Cook's  stock  is 
as  hot  as  his  books:  It  has  soared  from 


66^  last  Febi-uajy  to  a  liigh  in  September 
of  Vi'A,  and  now  trades  at  11. 

The  Long  Island  seminar,  like  scores 
of  others  across  the  country,  was  ad- 
vertised on  local  radio  and  in  newspa- 
pers. About  10%  of  those  in  the  intro- 
ductory class  sign  up  to  take  the  full 
two-day  seminar,  according  to  the  com- 
pany The  tab:  $2,695. 

For  an  additional  $1,695,  students  can 
get  a  year's  subscription  to  the  Wealth 
Information  Network,  known  as  W.I.N., 
Wade  Cook's  Internet  site.  A  subscribe]' 
can  then  "follow  in  the  footsteps  of  a 
millionaire"  and  mimic  Cook's  trades, 
which  are  displayed  on  the  site.  Says 
Cook:  "Name  any  other  lecturer  who 
puts  up  everything  they  do  so  the  coun- 
try can  scrutinize  it. . . .  I  don't  think 
there's  one  other  person  who  has  the 
guts  to  do  that.  I  get  thank  you'  letters. 


COOK:  "I  get 'thank  you' letters, 
people  quitt  ing  their  jobs  becausi 
of  the  information  they  get  " 

people  quitting  their  jobs  because 
the  information  they  get  off  W.I.N. 
TWenty  thousand  people  go  through  t 
Wall  Street  Workshops,  probably  or 
three  or  four  or  five  lost  money  on 
particular  trade." 
"PIECE  OF  CAKE."  The  lecturer  at  Cool 
Long  Island  seminar,  Pat  James,  a  f( 
mer  attendee  of  Cook's  Wall  Stre 
Workshop,  told  the  class  that  in  t 
two-day  seminar  they  would  learn  b 
to  make  huge  profits.  In  one  drama 
example,  James  described  how  an  i 
vestment  of  only  $1,300  would  amou 
to  $921,367  in  just  three  years,  by  usi 
strategies  including  short-term  trad 
buying  stock  options,  and  followi: 
Cook's  stock  trades  posted  on  the  1 
ternet.  "It's  a  piece  of  cake,"  he  tc 
the  crowd.  "Just  follow  the  recipe.  1 
deals  like  Wade."  When  asked  by  a  st  ^ 
dent  if  he  guaranteed  those  returns, 
paused  for  a  moment  and  replied:  "Ye 

The  popularity  of  Cook's  semina 
has  certainly  boosted  its  company  ci 
fers  this  year.  In  1996,  the  company 
fered  120  of  its  seminars  in  42  citi 
across  the  U.  S.  In  the  first  half  of  19 
there  were  103  seminars  in  43  citii 
Revenues  at  Profit  Financial  ha 
chmbed  fi-om  $14  milUon  in  the  first 
months  of  1996  to  $46.6  million  for  t 
same  time  period  in  1997.  Net  incoi 
has  jumped  ft-om  $2  miUion  to  $6.2  n 
lion.  Cook,  who  owns  60%  of  the  oi 
standing  shai'es,  has  seen  his  stake  jui 
1,250%  this  year,  to  some  $130  millio 

Not  bad  for  a  former  taxi  driver  w 
declared  personal  bankruptcy  in  19 
in  Arizona.  Nor  for  someone  who 
1989  was  charged  with  securities  vie 
tions  by  the  Arizona  Corporation  Co 
mission.  In  1990,  that  was  followed  w 
a  number  of  criminal  counts  by  the  A 
zona  Attorney  General's  office  f 
among  other  things,  selling  unregistei 
shai-es  of  a  company  he  controlled.  M( 
criminal  charges  were  eventually  d 
missed  on  double-jeopardy  gi'ounds.  '. 
this  past  summer,  Cook  did  settle 
two  ciiminal  counts  that  required  him 
make  restitution  of  $70,500  to  investo 
"I  have  never  done  anything  illega 
says  Cook  of  the  charges. 

In  civil  actions.  Cook  still  owes  t 
state  of  Arizona  $320,341  to  pay  b£ 
more  than  140  investors  who  bou| 
unregistered  shares  in  a  Cook  entity 
the  late  1980s.  That  amount  includ 
according  to  the  Arizona  Corporatij 
Commission,  the  misappropriation  of 


Work  ty  Pi  c as  so  in  our 
Data  ports  for  tKe  work  on  your  laptop. 

TRULY  STATE  OF  THE  ART. 


Choose  a  hotel  that  elevates  business  travel 
to  an  art.  Welcome  to  Hyatt,  where  the  satisfacluui  ', 
of  being  productive  is  enriclied  by  experiences  //A. 
H'aking  up  to  a  great  cup  of  coffee.  Finding 
regional  specialties  and  innovative  cuisine,  or 
enjoying  an  in\'igoratiiig  workout,  right  in  the  hotel. 

By  choosing  Hyatt  Business  Plan,  you  get  an 
ample  desk,  continental  breakfast,  free  local  calls, 
and  waived  access  charges  for  credit  card  ccdls.  Of 
course,  you'll  also  find  a  data  port  for 


H  YATT 


)'('/(;■  laptop.  So  you  can  stay  in  your  network 
even  when  you're  out  of  the  office. 

When  slaying  at  Hyatt,  you  can  earn  free  travel 
on  any  one  of  our  12  global  airline  partners, 
or  in  (iold  Passporl.  our  worldwide  frequent 
traveler  progranr 

Ne.xt  time  you  trawl  on  business,  choose  the  hotel 
that  brings  out  everyone's  best  work.  For  reserwilions 
call  Hyatt  at  1-800-233-1234,  contact  your  travel 
planner,  or  visit  us  at  www.hyatt.eoin. 


 led  llic  HydU  If  lull  

:/  with  the  Aiucricnii  E.xprcfs  ('ant  and  enjoy  ( jirdnicnihcr  privileges  like  Assured  Reservations  to  guarantee  your  room,  even  if  you  arrive  late.'  With 
■  tlian  1,700  Travel  Serviee  locations  in  over  LM)  countries. ' '  tlie  American  Express  worlilwuie  network  can  also  assist  you  with 
1  arrangements,  letter  pick-np.  and  Anterican  Express  livvelers  Cheques.  It's  smart  business  to  make  the  .American  Express  Card 


constant  travel  companion.  To  apply  for  the  Card,  call  1-SOO-THE-CARD,  or  visit  us  at  www.americane.xpress.com.*  Ask  your  ■^ress 


7  planner  for  details.**  Not  all  services  available  at  all  Travel  Service  locations  and  are  subject  to  local  laws  and  cash  availability.     -^HHi  Cards 

Hotels  and  Resorts  encompasses  hatfh  inima^eil,  fmnchisetl.  or  operaleii  by  two  sepanite  groups  of  companies  -  Hyatt  Corporation  and  its  ajfihates  and  affiliates  of  Hyatt  htternational  Corporation  "-'1997  Hyatt  Corp 
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most  $48,000  of  cotporate  funds,  $24,87^ 
of  which  was  used  for  personal  income 
taxes,  with  the  remainder  going  to- 
ward the  purchase  of  a  Cook  home. 
On  top  of  that,  Cook  still  must  pay  a 
$150,000  fine  to  the  state.  And,  ac- 
cording to  the  Arizona  Attorney 
General's  office.  Cook  also  owes 
back  income  taxes  from  1987  to  ' 
1991,  which  with  penalties  and  in 
terest   charges   total  $36,370. 
Sources  at  the  Attorney  Gener- 
al's office  say  they  are  taking- 
action  to  collect  the  debts.  If 
Cook  doesn't  pay  up,  he  is 
scheduled  to  be  deposed  this 
month,  and  the  state  may  gar- 
nish or  attach  assets  discovered  as  a 
result  of  his  deposition. 

The  Arizona  period  of  his  life  "is  a 
big  sore  thumb  foi'  Wade,"  says  Kiman 
Lucas,  general  counsel  for  Profit  Finan- 
cial. "He's  still  in  the  process  of  negoti- 
ating with  the  Corporations  Commis- 
sion." Lucas  adds  that  he  intends  to 
return  the  money  to  investors,  many  of 
whom  were  family  and  friends.  As  for 
his  tax  returns,  the  problem  stemmed 
from  the  fact  that  he  didn't  have  com- 
plete records. 

Despite  the  shaii)  increase  in  Ms  com- 
pany's stock  price,  Cook  insists  that  his 
stock  is  still  undervalued.  Yet  an  exten- 
sive look  into  Cook's  empire  raises  a 
number  of  questions.  For  one  thing. 
Profit  Financial's  returns  on  its  stock 
investments  are  only  a  fi'action  of  what 
Cook  promises  his  students.  At  the  re- 
quest of  BUSINESS  wi-:ek,  Abe  Mastbaiun, 
senior  vice-president  and  chief  financial 
officer  at  American  Secuinties  in  New 
York  and  an  accounting  expert,  exam- 
ined Profit  Financial's  public  sec  filings. 
His  conclusion:  "Pi'ofit's  portfolio  returns 
from  invested  assets  for  the  six  months 
ending  June  30,  1997,  appeal'  to  be  20%." 
Over  that  period,  the  Standard  &  Poor's 
500-stock  index  returned  20.5%. 

Lucas  says  that  the  company's  trad- 
ing i-etums  have  been  hurt  because  the 
seminar  lecturers  actually  trade  stocks 
in  the  classroom.  These  are  then  in- 
cluded in  the  company's  portfolio.  The 
company  is  considering,  however,  set- 
ting up  different  accounts  for  its  cor- 
porate investments.  But  when  asked  if 
those  would  have  generated  300%  an- 
nualized returns,  Lucas  responded:  "I 
don't  know  for  certain  if  they  would." 

Although  Pi'ofit  F'inancial  has  about 
$6  million  in  marketable  securities,  the 
company  has  stated  its  intention  to  di- 
versify its  holdings.  For  the  fii'st  six 
months  of  1997,  Profit  Financial's  oper- 
ations generated  .$6.5  million  in  cash 
flow.  During  that  same  peiiod  the  com- 


MIRACLE  MART:  Cook's 
seminars  promise  huge 
financial  returns.  Says 
one  unhappy  pupil:  "I  feel 
like  a  Class  A  sucker" 


pany  plowed  $6.8  million  into  what  it 
called  in  sec  filings  "capital  expendi- 
tures." While  it  is  unclear  how  much 
went  into  real  estate,  the  company  is 
pursuing  real  estate  investments.  Cook 
says  the  company  is  currently  invested 
in  14  different  hotels.  "These  are  long- 
term  investments,  where  there  won't 
be  much  retui'ns  for  two,  three,  four  or 
five  years,"  says  Lucas. 

Profit  Financial  has  made  substantial 
loans  to  Cook  and  his  relatives,  many  of 
whom  are  also  employees.  Lucas  ex- 
plains that  Cook's  family  stood  by  him 
during  tough  times  in  Arizona:  "Wade  is 
a  very  religious  person  and  believes  in 
strong  family  values  and 
that  carries  over  into  his 
company.  Many  of  his 
brothers  and  sisters  ac- 
tually work  there."  In  the 
fii-st  half  of  1997,  amoimts 
owed  to  Profit  by  em- 
ployees, officers,  and  re- 
lated parties  spiraled  up- 
ward by  150%,  from  $2.2 
million  to  $5.7  million. 
Meanwhile,  Profit's  cur- 
rent liabilities  exceeded 
current  assets  by  $5.8 
million  at  the  end  of  the  period,  indi- 
cating a  working  capital  deficiency.  The 
shortfall  was  $3.!)  million  at  the  begin- 
ning of  the  year.  Wlien  asked  for  a  com- 
ment, the  company  did  not  respond. 

Pi-ofit  Financial  also  has  investments  in 
real  estate  ventiu'es  in  which  Cook  has 
significant  control.  For  instance.  Wade 
Cook  Seminars  owns  about  65%  of  a 
partnership  called  Evergreen  Lodging. 
According  to  sec  filings,  the  genei-al  part- 
ner of  Evei'gTeen  is  a  corporation  con- 
ti-olled  by  "an  extended  family  member- 
of  Wade  Cook."  In  1996,  Evei'green 
loaned  approximately  $275,000  to  Cross 
Roads,  a  limited  j)aitner-ship.  Cook  serves 
as  president  of  the  general  partner. 
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Why  the  loans  to  Cook  throuj 
the  partnerships?  "[Pr-ofit  Financij 
owed  me  a  backlog  of  royalties 
;hat  time,"  says  Cook.  "We  didr 
now  whether  we  should  keep  it  as 
an  or  count  it  as  income  to  me, 
?  booked  it  as  a  loan."  Meanwhf 
Cr'ossroads  Northwest,  a  limited  par 
nership  controlled  by  a  Wade  Coq 
tr-ust,  borrowed  $637,401  from  Pr-ofit 
nancial  to  buy  real  estate,  which 
cording  to  sec  filings  was  used  in  son 
instances  by  the  Cook  family.  Wh( 
asked  what  this  pi-operty  was  used  ft 
the  company  would  not  respond. 
RINGING  ENDORSEMENTS.  Profit  Fina 
cial  also  recently  caught  the  attention 
the  SEC  and  the  State  of  Washingtc 
Securities  Commission.  Sources  at  tl 
Washington  Securities  Div.  say  Pro 
Financial  is  being  investigated  for  tl 
runup  in  its  stock,  as  well  as  for  Cool 
personal  ties  to  the  numei-ous  partne 
ships  he  controls. 

So  how  have  Cook's  students  don 
Cook  says  that  30%  of  his  new  ci 
tomers  are  refer-rals  ft-om  former  st 
dents.  "We  teach  pe 
pie  how  to  make  a 
of  money,"  he  saj 
Profit  Financial  pr 
vided  BUSINESS  WE 
with  jjlenty  of  ringi 
endorsements  in  1( 
ters  fi-om  former  st 
dents,  none  of  whi( 
however,  included 
last  name. 

Meanwhile,  Hen 
Schulz,  a  66-year-i 
r-etir-ee  ft-om  Houst( 
says  he  thought  the  seminar-  he  took  tl 
year  was  a  complete  waste  of  money: 
feel  like  a  Class  A  sucker-  for-  taking  t 
class."  Chris  Doershlag,  of  Westervil 
Ohio,  says  he  lost  $20,000  in  six  mont 
after  taking  the  class.  "They  do  put  d| 
claimers  out,"  he  says.  "But  he  st| 
makes  you  believe  you  can  do  it. 
does  not  emphasize  the  downside  risli 

Says  Phil  Feigin,  Securities  Cor 
sioner  for  the  state  of  Coloi-ado,  on 
advertised  retm-ns  of  Wall  Street  Wo^ 
shop:  "In  my  17  year's  experience, 
claim  jM'omising  or  projecting  300% 
tur-ns  has  been  pr-oven  not  only  to  • 
false  but  fraudulent." 

By  Debra  Sparks  in  New  Yd 


A  STUNNING  RISE 


8  a.m.  Bob's  number  m  Milan.  You  got  it. 


Whatevers  important  to  you  -  appointments,  contacts, 
e-mail,  expense  tracking -the  pocket-sized  PalmPilot'" 
connected  organizer  makes  it  easy  to 
stay  on  top  of  things  It  lets  you  enter, 
access,  and  update  the  information  you  need, 
whenever  you  need  ,t.  You  only  have  to  enter  data  once  - 
HotSync"'  technology  lets  you  synchronize  data  with  your  PC  with 
just  the  touch  of  a  button  And  when  you  re  on  the  road,  use 
Network  HotSync"  software  to  synchronize  with  your  PC 
over  the  company  network  For  a  PalmPilot  retailer  near 
you,  visit  our  web  site  at  www  palmpilot  com  or 
call  1-800-881-7256,  ext  50  Now  that's  . 
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number  you'll  want  to 


remember 


Palm  Pilot 

The  connected  organizer. 


PalmPilot  Personal .  $249 

•  Instanlly  syncs  wiili  your  PC 

•  Stores  thousands  of  entries 

•  User  upgradeable  to 
Professional  Edition 

PalmPilot  Professional  ■  $369 
I  Includes  Personal  features  c/m; 

•  E-mail  connectivity 
•Internet  ready  (TCP/IP  supportl 

•  Twice  Itie  memory 


Optional  Imks  Isold  separately)  arailable  lo, 

•  MS  Sctiedule+ZOuflook  97 

•  tofus  Organirei 

•  AscenrJ  97 

•  Symantec  ACri 

•  )nd  many  more 

''ible  witti 

•  ^'»1oia  3  0  I  or  tnqtier 

•  IWail 

•  MS  Mail/EKhange 

•  MS  Outlook  97 
"  and  many  more 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

WHAT'S  MAKING 
ZALE  SPARKLE 

Zale  (ZLC)  is  no  Tiffany's.  But  it's  the 
nation's  top  jeweliy  chain — with  the 
most  stores  and  the  largest  sales.  "We 
Uke  catering  to  middle  America — and 
that's  why  we  dominate  the  business," 
says  CEO  Bob  DiNicola,  who  restruc- 
tured Zale  after  it  emerged  fi'om  bank- 
ruptcy in  July,  1993.  Zale  is  back  in 
the  black,  with  a  fixed  agenda:  gTowth. 

That  has  attracted  the  Street's  eye. 
DiNicola's  plan  to  add  200  outlets  in 
two  yeai's  shows  that  Zale's  stance  has 
changed  fi"om  "fix 
IT  AIMS  TO  GROW    it   to   grow  it, 
BIGGER  STILL       notes  analyst 
Michael  Exstein 
of  Credit  Suisse 
First  Boston,  who 
rates  the  stock  a 
"strong  buy." 

The  company 
has  drawn  big  in- 
vestors since  Di- 
Nicola took  the 
reins:  Capital  Re- 
seai'ch  &  Manage- 
ment has  1.9  2Bil- 
lion  shares,  and 
Snyder  Capital 
1.8  million. 
Exstein  is  impressed  with  DiNicola's 
commitment  to  growth.  In  the  past 
year,  Zale  renovated  82  stoi'es,  opened 
90  new  ones,  and  closed  46  underper- 
forming  outlets — ^for  a  net  addition  of 
44.  Annual  sales  per  shop  average  $1 
million,  according  to  DiNicola,  who 
hopes  to  up  that  to  $1.3  million.  He 
notes  that  each  of  the  1,200  stores  is 
operating  profitably.  The  plan  is  to 
have  1,500  by  2000. 

Also  gung  ho  on  Zale's  tumai'ound  is 
Robin  Mui'chison  of  Southcoast  Capital, 
who  says  no  other  publicly  traded  jew- 
eler— except  for  Tiffany's — can  match 
its  gi-owth  and  earnings.  And  Tiffany's, 
she  notes,  is  not  a  direct  rival  because 
it  focuses  on  the  top  end  of  the  market. 
Zale's  sales  of  $1.2  billion  for  fiscal  1997 
(ended  July  31)  top  Tiffany's  $922.1 
miUion  for  fiscal  1997  (ended  Jan.  31). 
Zale's  market  cap  of  $927  million,  how- 
ever, trails  Tiffany's  $1.4  billion. 

Murchison  argues  that,  at  26,  Zale 
stock  is  cheap.  For  a  company  with 
earnings  growth  of  15%  to  20%  a  year, 
Zale  deserves  a  higher  price-earnings 


ZALE 
STOCK  PRICE 

WEEKLY  CLOSE 
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ratio  than  its  current  14  (based  on  her 
1998  estimate  of  $1.80  a  share),  she 
says.  The  analyst  admits  competition  is 
fierce  and  that  there  are  too  many 
"marginal  players."  But  Zale's  man- 
agement, she  says,  is  "one  of  the  bet- 
ter, if  not  the  best,  in  the  industiy." 

Notes  Barry  Rothberg  of  Furman 
Selz:  "We  believe  that  Zale  can  acliieve 
at  least  a  multiple  of  20."  Based  on 
his  earnings  estimate  of  $1.90  a  share 
for  calendar  year  1998,  the  stock  is 
worth  38,  figures  Rothberg.  For  cal- 
endar 1999,  he  sees  Zale  making  $2.25 
a  share,  compared  with  $1.59  in  1997. 

BANKING  ON 
AMSOUTH  

Lately,  regional  banks  have  been  con- 
solidating hke  mad.  CoreState  Fi- 
nancial, for  one,  has  had  a  bid  from 
Mellon  Bank  and  overtures  from  First 
Union.  Who  will  be  the  next  target? 

Maybe  AmSouth  Bancorporation 
(aso).  Some  money  managers  who  have 
scooped  up  shai'es  are  betting  that  this 
holding  company,  with  assets  of  $18.4 
billion,  will  attract  First  Union.  Am- 
South, wliich  nms  275  bank  offices  and 
has  600  automatic  teller  machines  in 
Alabama,  Florida,  Georgia,  and  Ten- 
nessee, fits  the  bill  for  Fii-st  Union — to 
round  out  the  acquisitions  that  have 
boosted  its  assets  to  $140  billion.  First 
Union's  latest  quany  was  Signet  Bank- 
ing, which  it  agi'eed  to  acquire  in  July. 
In  January,  1996,  it  gobbled  up  First 
Fidelity.  First  Union  has  1,200  full- 
service  offices  along  the  Eastern 
Seaboard. 

Ti-ading  in  AmSouth's  call  options 
has  been  active,  with  good  pi'emiums 
being  paid  for  them.  Stock  volume  has 
been  heavy,  too.  AmSouth's  market 
capitalization  is 
around  $4  billion, 
vs.  First  Union's 
$28  billion. 

AinSouth  shai'es 
climbed  fi'om  37  in 
July  to  a  high  of 
51  on  Nov.  5.  Re- 
cent bank  buyouts 
have  fetched  four 
to  five  times  book 
value.  One  Cali- 
fornia investment 
manager  who  has 
been  buying  shares 
figures  that  Am- 
South is  worth 
about  68  at  four 


LOOKING  GOOD 
TO  SUITORS? 
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times  book — and  85  at  five  times  book 
Fii-st  Union  and  AmSouth  declined  com^ 
ment  as  a  matter  of  policy. 

COVER-ALL  MAY  BE 
SET  TO  RECOVER 

Cover-All  Technologies  (covr)  is 
onetime  highflier  that  probably  gav 
nightmares  to  people  who  bought  it 
shares  when  they  were  at  7  in  Ma} 
1996.  By  Aug.  1  of  that  year,  the  stoc' 
had  fallen  to  2% — after  losing  a  big  pc 
tential  customer  for  its  insurance  soft 
ware  product.  The  stock  continued  t 
slide,  hitting  I'A  on  May  19,  1997.  I 
has  since  rebounded,  to  4%  by  Nov.  < 
Some  investors  believe  Cover-All  is  o: 
its  way  up.  What's  the  scoop? 

Cover-All  (Warner  Insurance  Se] 
vices  until  its  1996  name  change)  "i 
just  starting  to  show  real  profit,  wit; 
order  backlogs  rising,"  says  Roge 
Bensen  of  Number  One  Corp.,  an  ir 
vestment  firm  in 

Norwalk,  Conn.        BUOYED  BY  AN 
Cover-All  spe-     ORDER  BACKLOG 

cializes  in  insur- 
ance software.  Its 
Classic  system 
integrates  rating 
and  policy  is- 
suance for  proper- 
ty and  casualty 
insurers.  A  new  2 
product,  TAS  2000, 
is  a  M-blown  sys-  , 
tern  that  mcludes  weekly  close 

managing  client 
claims,  billing,  and 
financial  reporting. 
"Oiu"  Oracle-based 
TAS  2000  system  makes  it  simpler  for  ii 
SLU-ance  companies  to  replace  their  sys 
tems  to  overcome  any  year-2000  pro! 
lems,"  says  Cover-All  President  Pet€ 
C.  Lynch  (no  i-elation  to  Fidelity  Inves 
ments'  Peter  Lynch). 

Bensen  expects  the  stock  will  moi 
than  double  in  six  months  because  ( 
upcoming  c(jntracts  with  blue-chip  cui 
tomers.  "At  least  three  contracts  wort 
about  $4  m.illion  each  will  probably  t 
announced  over  the  next  few  weeks 
says  Bensen.  On  Oct.  14,  Cover-A 
signed  a  five-yeai-  contract  with  En 
ployers  Reinsurance,  a  unit  of  GE  Ca\ 
ital  Services,  valued  at  $1.6  malhon.  ^ 

Bensen  figures  Cover-All  will  eai 
10^  a  share  this  year  on  sales  of  -1 
million  to  $10  million.  Next  yeaj 
Bensen  expects  earnings  of  50^,  basej 
on  revenues  of  at  least  $25  million. 
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Do  yoit  have  to  choose  between  the 
convenience  of  an  automatic 
transmission  and  the 
pcrforniance  of  manual  shifting? 
Or  can  an  available  AutoStick" 
transa.xle  shift  {in  automatic  a 
little  more  toward  fun? 


Dodge  Stratus  has  an  available  2.5L, 
multi-valve  SOHC  V-6  that  delivers 
plenty  of  power  cm  demand. 
Does  an  engine  have  to  be  big 
and  heavy  to  be  powerful?  Can 
lightweight  aluminum  cylinder  heads 
enhance  performance? 


These  are  the 
questions. 


' 'd  expect  a 
r  to  be  graded 
cun'e.  Well,  if 
ars  inspired 
)  modify  a 
'-wishbone 
nsion,  can 
u  handle  it? 


Car  chassis  have  traditicmalh 
been  built  on  a  'floor  pan  " 
design.  Can  a  platform 
that  incorporates  a 
continuous  rigid,  ladder-type 
frame  improve  ride  and 
handling  characteristics  ? 
Ccm  this  help  us  reach  a 
high  level  of  performance? 


Dodge  Stratus  is  $14.375 for 
starters.  $18,345  impressively 
equipped.^  Now.  if  we  told  you  that 
"impressively  equipped"  includes 
AutoStick  transmission, 
anti-lock  brakes  and  a  2.5L 
V-6,  would  you  be  surprised? 

TMSKPs  after  $1,000  cash  hack  exclude  la.x. 

Alway.s  use  seat  belts.  Remember  a  backseat  /  s 
the  safest  place  for  children. 


This  is  the 


Stratus  ^  The  New  Dodge 

For  more  answers,  call  1-800-4-A-DODGE.  Or  visit  our  Web  site  at  ww\v.4adodge.com 


HEWLETT 
PACKARD 


W  your  business  can  print  photo-quality  images,  on  any  paper.  The  hp  DeskJet  890C  uses  special  printing  technology 
;d  PhotoREt  II.  Sharp  detail  and  natural  colors  make  for  surprisingly  Lifelike  realism,  no  matter  what  paper  you  use.  All  this,  at  up  to  9  pages  per 
ute,  for  just  $449*  Visit  www.hp.com/go/DJ890jewel  or  a  store  near  you.  And  see  what  extraordinary  things  you  can  do  with  ordinary  paper. 

ated  U.S.  retail  price. 


Environment 


MINING 


STRIP-MINING 
ON  STEROIDS 

It  now  levels  mountains  and  threatens  Appalachia's  landscape 


The  sky  was  spitting  sleet  on  the 
morning  of  Feb.  26,  1972,  when  the 
phone  rang  at  Glenna  Wiley's  house 
in  the  tiny  hamlet  of  Kistler  in  southern 
West  Virginia.  A  fi-iend  warned  that  an 
eaithen  clam  had  biu-st  a  dozen  miles  up 
Buffalo  Creek.  Mrs.  Wiley  rushed  to 
her  porch  and  watched  in  amazement 
as  a  wall  of  coal-black  water  swept 
down  the  stream.  She  saw  a  neighbor's 
face  "turn  red  and  then  white,"  she  re- 
calls. "He  saw  the  bodies  in  the  water." 

All  told,  125  people  were  killed  after 
the  collapse  of  a  dam  built  to  hold  waste 
from  a  surface  coal  mine.  The  disaster 
became  a  national  rallying  ciy  that  re- 
sulted in  a  1977  federal  law  to  oversee 
strip  mines  and  reclaim  thousands  of 
acres  of  ravaged  land.  But  20  years  lat- 
er, strip-mining  poses  a  new  threat  to 
the  Buffalo  Creek  region.  A  new  gener- 
ation of  giant  motorized  shovels  and 
huge  dump  trucks  is  being  used  to  cut 
down  entire  mountaintops  on  a  scale 
unknown  25  years  ago. 

The  1977  law  requires  that  land  be 
returned  to  its  original  contour  after 
strip-mining,  but  it  specifically  exempts 
mountaintop  removal.  Now,  environ- 
mental concern  about  the  technique  is 
grovwig.  At  massive  nuning  site.s — some 
as  lai'ge  as  25,000  acres— electiic  shovels 
20  stories  liigh  ciiinch  dow!\  hundreds  of 
feet  to  reach  deposits  of  low-sulfur  coal. 
That's  the  type  of  coal  the  1990  Clean 


Air  Act  says  electric  utilities  must  use. 

In  the  process,  the  topography  of  the 
rugged  Appalachians  is  being  changed 
forever.  Millions  of  tons  of  stripped- 
away  eaith  are  discai'ded  in  "vaOey  fills" 
that  could  disrupt  water  tables  and 
stream  flows,  affect  wildlife,  and  con- 
tribute to  flooding.  "What  strip  mines 
used  to  do  is  notliing  close  to  what  they 
are  doing  now,"  says  Frita  Williams,  a 
widow  who  lives  several  miles  from  a 
huge  mining  operation  on  Kayford 
Mountain  near  the  town  of  Wliitesville. 

Removing  a  mountaintop  can  cost  up 
to  $100  million,  so  such  operations  still 
amoimt  to  no  more  than  25  of  West  Vir- 
ginia's 4,300  surface  mines.  There  are 
even  fewer  in  Kentucky.  Only  the 

THE  DANGERS  OF 
MOUNTAINTOP  REMOVAL 

►  Huge  strip  mines  produce  major 
disruptions  of  topography 

►  Filling  valleys  with  mine  waste 
could  alter  water  tables,  stream 
flows,  and  wildlife  habitat 

►  Cuts  of  up  to  30%  in  the  number 
of  federal  surface  mine  inspectors 
and  staff  could  spark  abuses 

►  The  mines  affect  nearby  residents 
with  blasting,  truck  traffic,  and 
destruction  of  property  values 


RIPPED  AWAY: 

Strip-mined  ridge\ 
ill  West  Virginia 

largest  companiesj 
such  as  Arch  Cc 
Inc.,  which  has  $] 
billion  in  revenue 
and  A.  T.  Mass^ 
Inc.,  a  subsidiaiy 
Fluor  Corp. — can  ; 
ford  such  underta 
ings.  Arch  Co 
formed  last  July 
the  merger  of  Ai- 
Mineral  and  Ashla: 
Coal  Inc.,  is  t 
biggest  practition( 
with  six  mountaintop  removal  mines. 

But  the  practice  could  easily  gro 
Utilities  have  an  insatiable  demand  f 
low-sulfur  coal,  the  best  of  which 
found  in  eastern  Kentucky  and  southe 
West  Vu-ginia.  West  Virginia's  coal  pi 
duction  last  year  shot  up  to  174  milli 
tons,  the  state's  best  year  since  19'; 
And  easily  accessible  coal  is  alrea( 
mined  out.  Unlike  high-sulfur  coi 
which  runs  in  thick  seams,  low-sulf 
coal  tends  to  run  in  thin  strips  ne^ 
mountaintops. 

STREAM-CONSCIOUS.  The  biggest  cc 
cern  with  mountaintop  removal  is  wi 
valley  fills  where  waste  earth  | 
dumped.  Industry  officials  say  tj 
state's  4,000  valley  fills  are  designed 
they  don't  alter  streams  and  that  thl 
create  more  level,  usable  land.  Says  Bf 
Greene,  president  of  the  West  Virgir 
Mining  &  Reclamation  Assn.:  "Wi| 
mountaintop  removal,  you  get  lOCf 
mineral  recovery,  you  can't  mine  agal 
and  you  get  better  land  use  than  y| 
ever  had  in  its  natural  state." 

Nonsense,  says  Cindy  Rank,  an 
tivist  with  the  West  Virginia  Highlanl 
Conservancy  in  Rock  Cave.  "We'[ 
burying  hundreds  of  miles  of  streail 
and  changing  the  geology  600  feet  deel 
by  eliminating  layers  of  limestone  a| 
other  porous  rocks,  she  savs. 

Meanwhile,  the  U.  S.  Office  of  Sv, 
face  Mining  Reclamation  &  Enforcj 
ment,  created  to  oversee  the  1977  str 
mining  law,  has  been  gutted  by  hudg 
cuts,  its  total  staft"  slashed  by  one-th 
ft'om  1,100  employees  nationwide  to  61 
Ironically,  how  many  Central 
palachian  moimtains  wiW  be  lopped  off! 
the  future  depends  on  how  fast  t 
economy  grows  and  how  badly  the  U. 
wants  cleaner,  low-sulfur  coal.  If  th 
demand  continues  to  gi'ow.  the  people 
West  Virginia's  coal  country  may  p 
the  price. 

By  Peter  Galuszka  i^i  Kistler,  W.  T 
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100  days  into  his  tenure  as 
CEO,  Columbia/HCA  is  still 
battling  lawsuits  and  an 
ever-widening  federal  probe 

In  suit  and  tie,  Dr.  Thomas  F.  Frist 
Ji\  looks  every  inch  the  corporate 
statesman.  But  Frist,  chief  execu- 
tive of  embattled  Columbia/HCA 
Healthcare  Corp.,  also  is  a  well-prac- 
ticed cutup.  During  a  busy  workday  in 
September,  he  exchanged  his  executive 
finery  for  a  denim  shirt  and  blue  jeans, 
then  dashed  off  to  a  United  Way  of 
America  picnic  near  Columbia's  head- 
quarters. Before  a  huge  throng  of  em- 
ployees, Frist  said  he  had  decided  not  to 
wear  a  shirt  identifying  him  as  a  United 
Way  "coach."  "I'm  not  your  coach,"  he 
said.  "I'm  your  water  boy."  To  empha- 
size the  point,  Frist  later  cued  two 
helpers  to  pour  a  barrel  of  icy  water 


over  the  head  of  Columbia's  president, 
Jack  0.  Bovender  Jr.  in  the  middle  of 
Bovender's  own  speech. 

At  59,  Frist,  who  still  happily  an- 
swers to  the  boyhood  nickname  "Tom- 
my," can't  resist  a  good  practical  joke. 
But  in  dousing  Bovender,  an  old  friend 
and  colleague,  Frist  also  was  making  a 
statement:  I  am  no  Rick  Scott.  Ever 
since  July,  when  he  supplanted  the  44- 
year-old  Scott  as  chairman  and  CEO  of 
Columbia,  Frist  has  been  striving  to 
distance  himself  from  his  famously  stiff 
and  humorless  predecessor.  "Rick  Scott 
couldn't  go  dump  a  pail  of  water  on 
someone's  head,"  says  Frist,  longtime 
chief  of  the  Hospital  Corporation  of 
America,  which  merged  with  Columbia 
in  1994.  "It's  an  issue  of  style."  Frist  de- 
scribes his  style  as  "more  humanistic" 
and  adds:  "That's  what  the  company 
needs  now." 

Within  the  health-care  industry,  the 
U.  S.  government's  massive  criminal  in- 
vestigation of  Columbia/HCA  is  wndely 


seen  as  an  outgrowth  of  Scott's  un- 
yielding, often  bullying  drive  to  domi- 
nate local  markets  by  the  dozen.  In  con- 
trast, Frist,  who  served  as  vice- 
chauTnan  imder  Scott,  is  a  nonpracticing 
doctor  who  brings  to  his  business  deal- 
ings the  courtly  amiability  of  an  old- 
fashioned  family  physician  and  loads  oJ 
Southern  charm.  But  as  Frist  complete.^ 
his  fu'st  100  days  as  Columbia's  chief,  ht 
is  finding  that  disentanghng  him.sel: 
from  Scott's  legacy  is  easier  said  thai 
done.  Through  his  lawyer,  Scott  refusec| 
all  comment. 
TICKING  CLOCK.  Frist's  avowed  goal  is 
not  only  to  refonn  Colimibia,  but  to  repa 
sition  the  $20  billion  colossus  that  Scoti^ 
built.  In  ad  hoc  fashion,  Frist  already 
has  repudiated  a  host  of  Scott's  policie?-' 
and  put  two  major  divisions  up  for  salfi; 
(table).  He  says  he  will  present  a  comj) 
prehensive  strategic  plan  to  his  boan 
by  yeai-end.  Frist  would  be  well-adviseci' 
to  hold  tight  to  this  schedule,  for  his  un^ 
willingness  to  publicly  foreclose  any  con 


ceivable  option — from 
selling  off  hospitals  en 
masse  to  merging  with 
i-ival  Tenet  Healthcare 
Corp. — has  enveloped 
the  company  in  a  thick 
cloud  of  inmor  and  un- 
certainty. "He's  got  to 
make  up  his  mind 
soon,"  says  a  noted 
Wall  Street  dealmaker 
whom  Frist  put  off  re- 
cently. "Time  waits  for 
no  one." 

Indeed,  the  notori- 
ety generated  by  the 
investigation  is  scaring 
patients  away  and 
starting  to  cut  deeply 
into  Columbia's  earn- 
ings. On  Nov.  2,  the 
company  announced 
tnat  net  income  foi"  the 
third  quarter  plunged 
69%,  to  $97  million, 
from  $311  million  a 
year  earlier  Columbia's 
stock  has  been  trading 
at  about  28,  down  fi'om 
nearly  45  before  word 
of  the  probe  leaked  in 
March. 

Meanwhile,  a  small 
but  high-powered  gimip 
of  public  pension  fimds 
led  by  New  York  State 
Comptroller  H.  Carl 
McCall  is  suing  Scott, 
Frist,  and  Columbia/ 
hca's  nine  other  board 
members  personally,  al- 
r,  they  breached  theii-  fiduciaiy  duty 
Dckliolders  by  allowing  "pervasive 
systematic  Medicare  fraud  ...  to 
sh"  vdthin  the  company.  Several 
similai-  shai'eholder  suits  have  been 
in  which  Frist  is  a  co-defendant, 
though  Columbia's  directors  have 
1  ranks  behind  Frist,  they,  too,  ai-e 
[■  iire  and  are  unlikely  to  cut  him 
slack  as  they  weigh  the  company's 
egic  options  over  the  next  few 
hs.  "Tommy's  got  to  realize  that 
s  not  a  family  business  any  more, 
he  cannot  dictate  to  the  board," 
one  insider.  "I  do  think  that  real- 
m  is  beginning  to  sink  in." 
'en  some  of  Frist's  closest  allies 
)rivately  that  as  the  company  pre- 
!  to  unveil  a  new  long-term  strate- 
also  needs  to  I'eassiu-e  Wall  Street 
eginning  to  plan  for  c  eo  succes- 
"Tommy's  got  to  be  in  there  to 
m  agreement  done  with  the  gov- 
lent,"  says  one,  "but  he's  probably 
;he  best  guy  for  the  long  haul." 


Frist  emphatically  disagrees.  Asked  if 
he  thinks  it  wise  to  begin  searching  for 
a  successor  before  coming  to  temis  with 
Uncle  Sam,  Frist  says:  "That  is  just  so 
fai'  off  my  radar  screen.  If  it  takes  three 
years,  if  it  takes  four  years,  I  am  going 
to  get  the  culture  right  and  the  con- 
trols in  place." 

Under  Scott,  Columbia/HCA  pioneered 
two  gi-and  strategies.  At  the  local  level, 
it  was  creating  so-called  integi-ated  de- 
liveiy  systems  in  which  the  general  hos- 
pital forms  the  hub  of  an  all-encom- 
passing care  network  including  doctors' 
offices,  outpatient  surgery  centers, 
home-health  agencies,  and  so  on.  The 
idea  was  that  by  providing  for  patients' 
every  need  Columbia  could  offer  better 
and  more  cost-effective  care  while  max- 
imizing its  revenues.  Secondly,  Scott 
sought  a  leg  up  in  the 
fierce  competition  to  at- 
tract patients  by  doing- 
all  sorts  of  innovative 
things  to  try  to  estab- 
lish Columbia  as  a 
mass-market  consumer 
brand  name — the  Wal- 
Mart  Stores  of  health 
care. 

Within  days  of  un- 
seating Scott,  Frist 
called  a  halt  to  his  con- 
sumer branding  drive. 
"Health  care  is  a  local 
business,"  Frist  says. 
"You  can't  put  patients 
fii'st  and  ran  eveiything 
from  Nashville."  The 
new  boss  even  gave  the 
0.  K.  to  local  hospital 


REINVENTING 
COLUMBIA/HCA: 
FRIST'S  FIRST  100 
DAYS 

ENDED  LINK  between  corpo- 
rate financial  performance 
and  employee  pay  by  discon- 
tinuing all  bonuses.  Employ- 
ees now  earn  only  a  flat 
salary. 

STOPPED  SELLING  equity 
interests  in  company-owned 
hospitals  to  doctors.  The 
company  will  unwind  all 
existing  partnerships  involving 


lumbia's  patients.  "We  don't  have  to  con- 
trol everything,"  he  says. 

How  far  will  Frist  go  in  dismantling 
the  rest  of  the  company,  which  includes 
343  hospitals  and  150  outpatient 
surgery  centers?  He's  not  saying.  Al- 
though Frist  set  off  a  round  of  fevered 
speculation  among  rivals  and  invest- 
ment bankers  with  early  public  com- 
ments that  Columbia's  revenues  could 
fall  to  as  little  as  $12  billion  a  year,  he 
now  appears  to  be  leaning  toward  re- 
taining the  Uon's  share  of  the  company's 
facilities.  Indeed,  he  lauds  them  as  "the 
finest  gi'oup  of  assets  that  has  ever  been 
assembled"  in  the  industry.  However,  he's 
likely  to  try  to  reorganize  them  in  a 
way  that  reduces  corporate  overhead 
while  pushing  more  operating  authority 
down  to  the  local  level. 

The  question  is 
whether  downsizing 
and  decentralizing 
will  reinvent  Colum- 
bia/HCA  as  a  growth 
company  or  merely 
diminish  it  to  just  an- 
other hospital  opera- 
tor. "Columbia  is  go- 
ing back  to  basics  at 
a  time  when  the  ba- 
sic hospital  business 
isn't  very  good  and 
all  sorts  of  innova- 
tions are  going  on  in 
health-care  market- 
ing," says  Peter  S. 
Stamos  Jr.,  director 
of  health-care  con- 
sulting fii-m  SAi.  "The 
new  management  is 


managers  to  drop  the     ^j^^P.P!^y^'5_'?['^L   going  to  have  to  do 


Columbia  name  alto- 
gether; nearly  40  have 
done  so  to  date.  And  he 
did  away  with  many  of 
the  "scorecards"  Scott 
used  to  minutely  ti'ack 
the  peifomiance  of  each 
individual  hospital. 

Frist  also  promptly 
decided  to  sell  Colum- 
bia's fast-gi*owing  home 


DISCONTINUED  HOSPITAL 

chain's  first-ever  national 
advertising  campaign. 
Allowed  local  hospitals  to 


better  than  that.' 

Frist's  ability  to 
reinvigorate  Colum- 
bia/HCA  is  open  to 
^,     ^  ,     ,  .  question,    but  the 

.^.'°P " ."Al"^:  _  _  _  _     depth  of  his  desh-e  to 
HALTED  $750  million  in  hos 
pital  construction  projects 
and  placed  a  moratorium  on 
acquisitions  of  all  nonprofit 


hospitals. 


do  so  is  not.  "I  was 
concei'ned  at  first 
that  Tommy  would 
not  want  to  put  forth 
the  effort  he  used  to. 


health-care  division,  a  "   having  been  ceo  [of 


target  of  federal  inves- 
tigators in  Florida  and 
other  states.  Home  cai'e 
"is  an  important  part  of 
the  health-care  delivery 


PUT  COLUMBIA'S  home 
health-care  unit  on  the  block. 
With  570  locations  and  $1.2 
billion  in  revenues,  it  is  the 
nation's  largest. 


hca]  for  such  a  long 
time,"  says  Donald  S. 
MacNaughton,  a  Co- 
lumbia director  who 
preceded   Frist  as 


system,  but  it  is  very    hca's    chief  and 


difficult  to  monitor  and 
control,"  says  Frist, 
who  hopes  to  set 
up  new  joint-venture 
arrangements  to  pro- 
vide home  care  to  Co- 


ANNOUNCED  PLANS  to  sel 

most  of  Value  Health,  a  phar- 
macy benefits  management 
company  Columbia  recently 
acquired  for  $1.1  billion. 


gi'oomed  him  for  the 
post.  "But  I've  never 
seen  him  work  hard- 
er." To  make  more 
time  for  Columbia, 
Frist    even  relin- 


Because  the  q^ii^^q  q 
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quished  his  cherished  place  on  the 
boai'd  of  Vanderbilt  University,  ending 
a  14-year  association. 

Money  is  part  of  what  is  driving 
Frist,  though  he  is  not  taking  a  salaiy. 
The  Frist  family  is  Columbia's  largest 
noninstitutional  shareholder,  with  25 
million  shares.  Over  the  past  year  or 
so,  the  value  of  this  4%  stake  has  de- 
clined fi-om  $1.1  billion  to  about  $700 
million. 

FAMILY  BIZ.  p]qually  important,  Frist 
wants  to  wii)e  the  tarnish  of  scandal  from 
his  family  name.  Columbia/HCA's  misad- 
ventures have  deeply  embarrassed  a 
proud,  overachieving  clan.  Its  86-year- 
old  patriarch,  Dr.  Thomas  F.  Frist  Sr., 
is  famed  in  Tennessee  for  having  served 
as  personal  physician  to  five  successive 
governors.  Tommy  Jr.  is  the  eldest  of 
three  brothers,  each  of  whom  played 
quarterback  for  Montgomeiy  Bell  Acad- 
emy in  Nashville  and  became  doctors 
like  Dad.  Robert,  a  cardiac  siu'geon,  is 
the  only  Frist  still  practicing.  Tommy 
gave  up  medicine  30  years  ago  when  he 
left  the  Ail'  Force  and  joined  with  his  fa- 
ther in  1968  to  found  HCA,  the  fii'st  in- 
vestor-owned hospital  chain.  William,  the 
youngest,  was  a  heart-lung  transplant 
siu'geon  until  1994,  when  he  won  election 
to  the  U.  S.  Senate. 

The  Frists — particularly  Tommy  Ji'. — 
are  no  less  renowned  in  Nashville  for 
their  philanthropy.  The 
Frist  Foundation  gives 
away  $10  million  a 
year — all  to  local  recipi- 
ents— and  family  mem- 
bers routinely  make 
large  jjersonal  donations 
to  special  i:)rojects.  Most 
recently,  the  Frists 
pledged  $11  miUion  to 
convert  an  old  post  of- 
fice into  an  arts  center. 
"The  Purists  ai-e  highly 
regai'ded  but  not  with- 
out controversy,"  says 
Edward  G.  Nelson,  a 
longtime  family  friend 
who  is  the  retired  presi- 
dent of  a  large  Nashville 
bank.  "They  are  so  com- 
petitive and  so  self-confi- 
dent that  people  some- 
times lose  sight  of  theii- 
generosity.  There's  a 
saying:  'There's  the  right 
way,  the  wTong  way,  and 
the  Frist  way.' " 

But  to  critics  like  Car 
my  Fi'ist's  pedigree  is  irrelevant.  In 
publicizing  his  lawsuit,  McCall  has 
stopped  just  short  of  calhng  for  Frist  to 
step  down  as  ceo.  "The  real  question  is 


why  should  we  feel  confident  that  Dr 
Frist  will  put  the  proper  [reform]  mea- 
siu-es  in  place  now,  when  he  was  on  the 
board  the  whole  time  these  abuses  wei-e 
taking  place?"  says  McCall. 

It's  a  fair  question.  Indeed,  it  was  only 
foui"  years  ago  that  Frist  explained  his 
decision  to  merge  with  Columbia  by 
heaping  praise  on  Scott:  "He  has  the  xd- 
sion.  He  has  the  strategy.  He's  imple- 


proached  Scott  through  the  legendar 
investor  Richaixl  Rainwater,  who  owne( 
stock  in  HCA  and  also  had  co-founde( 
Columbia  with  Scott  in  1987.  After  th. 
merger,  Frist  became  chainnan.  In  199-' 
Columbia  accjuired  Healthtrust  Inc., 
big  rural  hospital  chain  that  had  bee: 
spun  out  of  HCA,  and  Frist  took  the  un 
usual  step  of  demoting  himself  to  vice 
chairman  to  make  wav  for  an  old  fiiem 
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McCall,  Tom- 


menting  it  as  well  as  any- 
one." Until  recently,  Frist 
not  only  gave  no  outwai-d 
sign  of  dissatisfaction  with 
Scott  but  energetically 
promoted  some  of  the 
very  strategies  he  now 
harshly  ciiticizes. 

Today,  Frist  says  that 
he  did  criticize  Scott  in- 
ternally but  that  it  was 
not  his  place  to  oppose 
him  until  the  government 
raised  the  issue  of  legali- 
ty— especially  not  with 
Colimibia/HCA's  stock  reg- 
ularly setting  new  highs. 
"Here's  somebody  who 
never  missed  a  quarter," 
Frist  says.  "There's  noth- 
ing worse  than  having  a 
former  ceo  sitting  there 
second-guessing.  You  do 
say  as  board  member, 
'Here  are  my  thoughts,' 
but  once  a  decision  is 
made  you  go  out  and 
support  the  team." 

Frist  expected  to  be  hajjpily  retired 
by  now.  In  1993,  having  had  enough  of 
the  "burnout  job  of  nmning  hca,"  Frist 
decided  to  sell  the  company.  He  ap- 


and  colleague,  R.  Clayton  McWhortt^ 
Jr.,  Healthtiust's  CEO.  ■ 

Frist  says  that  his  liigh  initial  opinicr 
of  Scott  gTadually  diminished  as  the  ri 
lentless  pressiu'e  to  kee]3  earnings  risir 
at  a  double-digit  clip  increasingly  di 
moralized  employees  and  his  take-m 
prisoners  aj^proach  to  acquisitions  aliei 
ated  executives  of  not-for-profit  hosi)itii 
and  public  officials  alike.  But  even  afti 
the  government  investigation  beg; 
making  headlines,  Frist  says  he  conti; 
ued  to  try  to  fill  the  role  of  mentor  to 
man  who  didn't  want  one. 

On  Apr.  22,  about  three  weeks  afti 
the  federal  probe  was  disclosed,  P^ri^ 
stayed  up  all  night  wTiting  a  nine-paj' 
memo  to  Scott,  in  which  he  offered 
detailed  critique  of  the  company 
gi'owlh  strategy  and  lu'ged  liim  in  effel 
to  shift  focus  from  conquering  tl 
health-care  world  to  making  certain  h 
own  house  was  in  order.  Frist  declin(| 
to  provide  business  week  a  copy  of  til 
letter  but  did  read  excerpts  in  whi^k 
he  stiuck  a  i-espectftil  and  encouragiij 
tone.  "You  as  a  cEo  have  an  opportui- 
ty  to  win  the  respect  and  admiratiii 
of  all,"  the  letter  concluded. 

Frist  says  Scott  never  replied.  T,- 
beleaguered  ceo  also  antagonized  Rai- 
water  and  his  wife,  Darla  Moore,  i' 


I 
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If  walls  like  these 
can  come  down^ 
surely  the  ones 

between 
engineering  and 
marketing  can. 


Berlin  Wall  circa  1983  ] 


One  company's  research 
engineers  must  make  their 
findings  readily  available 
to  design,  manufacturing  and 
marketing  departments  in 
scores  of  subsidiary  companies 
on  four  continents. 

Another  company's  insur- 
ance brokers  need  to  send 
and  receive  instant  desktop 
information  back  and  forth, 
day  after  day,  among  dozens 
of  insurance  carriers 
nationwide. 

The  largest  nation  in  the 
world  desires  no  less  than 
global  connectivity,  bringing  its  govern- 
ments and  businesses  together 
electronically  with  the  rest  of  the  globe. 

Each  of  these  enterprises  has  over- 
come longstanding  barriers  with  the  help 
of  Control  Data.  Through  a  series  of  IT 
solutions  we  call  Rialto,  we've  helped 
these  and  many  other  organizations  turn 
computer-distributed  information  into 
tangible  business  assets. 

RiaUo  is  Control  Data's  electronic 
marketplace,  representing  four  areas  of 
enterprise  inteUigence:  messaging,  direc- 
tories, security  and  information  sharing. 


We  build  the  infrastructures  that 
become  the  foundations  institutions  can 
leverage  into  electronic  commerce  and 
collaboration.  And  with  results  as  dramatic 
as  the  scope  of  the  IT  solutions  themselves: 
lowered  costs,  increased  revenues, 
improved  quality  and  increased  speed. 

We  invite  you  to  call  us  for  more 
information  about  the  organizations  we've 
helped  and  how  we  can  help  translate 
your  long-term  business  plans  into  a 
matching  technology  strategy. 

Call  us  at  1-888-RIALT04.  Or  visit  us 
on  the  Web:  http://www.cdc.com. 
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People 


dismissing  the  thi'eat  to  Columbia  posed 
by  goveiTiment  investigations  with  what 
Rainwater  later  characterized  as  little 
more  than  "righteous  indignation." 
Through  intermediaries,  Frist  made  re- 
peated, futile  attempts  to  schedule  a 
meeting  with  Scott.  He  was  reduced  to 
standing  outside  Scott's  glass-walled  of- 
fice, trying  to  catch  his  eye.  "I  would 
wave  and  he  wouldn't  even  wave  back," 
says  Frist,  who  was  infiu'iated  but  still 
not  prepared  to  take  Scott  head-on. 
"This   man  doesn't   smoke,  doesn't 

cuss        He  wasn't  too  old,  didn't  have  a 

health  problem.  So  how  do  you  make 
the  transition?  One  of  the  ways  to  do 
that  is  a  merger" — or  the  hope  of  a 
merger,  to  he  more  precise. 
MERGER  STORY.  A  year  before,  Scott 
had  held  e.xtensive  but  ultimately  fi'uit- 
less  merger  talks  with  Jeffrey  C.  Bar- 
bakow,  CEO  of  Tenet  Healthcare,  the 
second-largest  hospital  company.  Frist 
knew  that  Rainwater  and  Moore  also 
owned  stock  in  Tenet,  were  friends  and 
neighbors  of  Barbakow,  and  were  keen 
on  a  Columbia-Tenet  merger.  On  the 
July  4th  weekend,  Fi'ist  called  Rainwa- 
ter and  Moore  in  California 
and  then  flew  out  to  their 
home  in  Montecito.  They 
spent  most  of  a  day  dis- 
cussing the  ins  and  outs  of 
a  Columbia-Tenet  union. 
Frist  says  that  the  main  con- 
cern he  raised  was  "Could  it 
be  done?"  followed  closely  by 
"Richai'd  and  Darla,  what  do 
you  think  Scott's  attitude 
would  be?" 

It  appears  Frist  was  a  lot 
more  interested  in  replacing 
Scott  than  merging  with 
Tenet.  Moore  put  in  a  call 
to  Barbakow,  while  Frist 
marshaled  support  for 
Scott's  ouster  among  his  al- 
lies on  Colunibia/HC.^'s 
board.  A  few  weeks  later 
the  tough-talking  Moore  flew 
to  Nashville  and  huddled 
with  Scott,  eventually  per- 
suading him  to  resign  with- 
out a  fight.  Rainwatei- 
stayed  out  of  it.  "He  was 
too  emotionally  involved  with  Rick," 
Moore  says. 

Frist  himself  never  conft-onted  Scott. 
Instead,  he  ;oined  Moore  in  a  meeting 
with  Barbakiiw  while  the  Columbia 
board  was  deciding  Scott's  fate.  After 
word  of  these  talks  leaked  to  the 
press.  Wall  Street  analysts  hailed 
Barbakow  as  Scott's  heir  apparent,  and 
Columbia's  stock  reversed  its  slide 
and  spurted  upward.  However,  accord- 


ing to  MacNaughton,  McWhorter,  and 
other  directors,  the  board  never  seri- 
ously considered  a  deal  with  Tenet. 
"There  was  nothing  to  it,"  Mac- 
Naughton says.  "There  was  never  any 
question  about  who  was  going  to  re- 
place Rick — Tommy." 

Frist,  then,  appears 
to    have    used    the  "Tl   *   4-  *     1  4-"U 
prospect  of  a  Tenet  £  YlSl  IS  103<lll 
deal  to  entice  Moore   ,      ■  .  . 
into  smoothing  his  re-  tO  LiP  lllS 
turn  as  CEO  by  per-  ,         j    i      i.  i  • 
suading  Scott  to  fall  on  fiana,  DUt  illS 
his  sword.  Frist  insists 
he     wouldn't  have 
raised  the  idea  of  a 
merger   if  it  didn't 
make  business  sense, 
but  admits  he  tabled 
the  idea  as  soon  as  the 
board  named  him  ceo. 
Although  she  is  not  on 
the  board,  Moore  in- 
sists the  merger  was 
seriously  considered. 
"We  just  ran  out  of 
time,"  she  says. 


moves  suggest 
that  he  will 
continue 
shrinking  and 
decentralizing 
the  company 


ries  of  audits  by  investigators.  Justici 
Dept.  officials  declined  comment. 

Meanwhile,  Frist  expects  to  receivt 
the  final  report  of  an  internal  investiga 
tion  conducted  for  him  by  the  high-pow- 
ered law  firm  Latham  &  Watkins  b; 
the  end  of  the  year.  Already,  he  ha 
purged  the  senior  manage 
ment  I'anks  of  Scott  loyalist,- 
David  T.  Vandewater,  Bovei^ 
der's  predecessor  as  presi 
dent,  left  with  Scott,  an( 
many  others  have  followef 
him  out  the  door.  All  told 
Frist  has  I'e placed  11  of  Co 
lumbia's  14  highest-rankini' 
e.xecutives.  Many  of  the  nev 
recruits  are  HC.^  alumni  wh; 
are  returning  as  a  favor  tj 
Frist.  "If  Tommy  is  youi 
friend  and  he  asks  you  fo- 
help,  you  don't  say  no,"  say 
Bovender,  51,  who  retu-ed  aj 
chief  operating  officer  afte 
the  Columbia-HCA  merger. 

To  his  credit,  Frist  ha 
retained  the  support  of  th 


MOORE:  "Tommy  already  has  healed  a  lot  of  scars" 


From  his  first  day  on  the  job,  Frist 
has  stressed  that  his  most  urgent  task 
was  establishing  credibility  with  the 
Justice  Dept.  "We  ought  to  be  working 
with  them  to  address  their  concerns," 
he  says.  "That  was  not  the  case  be- 
fore. . . .  We  are  trying  to  open  up  and 
say,  'Here's  eveiything.' "  In  Texas,  Co- 
lumbia withdi'ew  legal  motions  designed 
to  impede  the  probe,  and  in  Florida  the 
company  voluntarily  submitted  to  a  se- 


it  tn 

Rainwaters.  "Tommy  has  acj 
complished    an  enormouj 
amount  in  100  days — mo^j 
notably,  he's  stabilized  th 
company,"     Moore  say 
"Tommy's  style  is  right  fi 
the  circumstances  of  toda 
He  has  healed  a  lot 
scars."  In  recent  weeks,  tli 
Rainwaters  have  signalei 
their  confidence  in  Frist 
boosting  their  stake  in  Ct 
lumbia  to  12  million  share 
from  8  million. 

Even  so,  Moore  says  sh 
doesn't  expect  Frist  to  n 
main  as  CEO  much  longt ' 
than  it  takes  to  cut  a  de 
with  the  Justice  Dept.  "Ric 
Scott  w^as  a  godsend  to  Tor 
my,  and  now  Tommy  fine 
himself  back  in  the  fray 
Moore  says.  "I  know  he 
committed  to  getting  us  l)a( 
on  the  track,  but  this  cann^ 
be  what  he  wants  for  tl 
long  teiTn." 

A  skilled  pilot,  Frist 
itching  to  fly  around  the  world  in  h 
new  lake-amphibian  seaplane.  In  mi 
October  he  finally  took  the  plane  up  f 
the  fu'st  time  in  what  was  to  have  be< 
a  short  flight.  Eight  hom-s  later,  Frist  i 
luctantly  came  back  to  earth,  reat 
again  to  confront  the  most  arduous  ch: 
lenge  of  his  long  career. 

By  Anthony  Bianco  in  Nashvil 
with  Nicole  Harris  in  Atlanta  a 
Stephanie  Anderson  Forest  in  Dalla. 
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HERE'S  WHERE  IT  ENDS  UR  Imagine  if  a  computer 
peripheral  could  work  the  way  your  mind  does.  Just  one  device  capable 
of  sending,  receiving  and  processing  vast  amounts  of  information  from 
many  different  places  -  all  at  once.  That's  the  idea  behind  PeripheralPower" 
by  Xionics.  Our  revolutionary  parallel  microprocessor,  the  Xip  Chip  enables 
multifunction  peripherals  to  print,  copy,  scan  and  fax 
simultaneously,  without  compromising  speed  or  quality. 
So  you  can  communicate  more  quickly,  efficiently, 
effectively.  Which,  come  to  think  of  it,  is  the  best  way  to 

make  snrp  vni  ir  nrP3t  irlpaQPnHimac  nnvA/orfi  il  ao  thaw  honor. 


Science  &  Technology 


THE  INTERNET 


CLEARING  THE  TRAFFIC  JAMS 
IN  CYBERSPACE 

Some  quick  and  dirty  remedies  for  Net  gridlock  are  at  hand 


All  is  not  well  on  the  Internet.  De- 
lays, disiTiptions,  and  missing  mes- 
sages can  make  life  miserable  for 
millions  who  work  and  play  there.  Traf- 
fic is  growing  about  100%  a  year.  And 
coming  soon  is  a  tsunami  called  elec- 
tronic commerce,  in  which  companies 
replace  paper  transactions  with  elec- 
tronic messages.  By  2002,  Forrester 
Research 
Inc. 


So  Cisco,  IBM,  Sun  Microsystems,  and 
a  host  of  network  startups  are  turning 
to  quick  fixes  that  speed  up  Internet 
traffic — and  don't  cost  a  foitune.  Some 
of  the  companies  are  testing  large-scale 
"caches."  These  are  giant  repositories 
of  Web  pages  that  Internet  service 
providers  (isPs)  can  scatter  across  the 
country  so  Web  surfers  don't  all  mob 
the  same  sites  (table).  Another  technol- 
ogy, called  "load  balancing,"  was  demon- 
strated by  IBM  at  the  At- 


FOUR  CHEAP  WAYS  TO  SPEED  UP  THE  INTERNET 

CACHES  Huge  repositories  of  Web  pages  that  networks  store  loca 
LOAD  BALANCING  Distributing  requests  for  data  among  many  se 
TOLL  ROADS  Letting  people  pay  more  for  high-quality  service 
TRAFFIC  MANAGEMENT  Scheduling  Net  business  when  traffic  is 


which  together  can  store  25  million  Wei 
pages  at  a  single  site  on  a  network,  h 
October,  Net  startup  Inktomi  Corp.  ii 
San  Mateo,  Calif.,  took  another  big  leaji 
Working  with  Sun,  it  announced  a  hugi 
■  network  cache  called  Traffic  Sei-ver  tha 
can  store  upward  of  a  trillion  bytes  o 
data — enough  to  house  vast  regions  o 
the  Net.  The  product  drew  intense  in, 
terest  fi-om  Japan's  Nippon  Telegi-aph  & 
Telephone  Corp.,  whose  customers  com 
plain  of  long  delays  when  cruising  site 
in  the  U.  S.  With  Tr-affic  Server,  Japan 
ese  Web  surfers  could  browse  far  ani 
wide,  without  ever  leaving  Japan 
shores,  says  Akihirn  Takagi,  executiv 
manager  of  ntt's  multimedia  business 
FOR  POWER  USERS.  Right  now,  Inktonr 
is  the  cache  leader  But  industry  ex 
perts  say  it's  only  a  matter  of  time  be 
fore  Cisco,  3Com,  and  computer  giant 
such  as  Sun  and  IBM  try  to  west  thi 
tyije  of  business  away.  Already,  these  g 
ants  are  testing  ne\ 


Cambridge, 
Mass.,  expects  E- 

commerce  to  balloon  into  a  $327  billion 
phenomenon. 

To  get  ready,  network  service 
providers  are  scrambling  to  install  new 
optic  fiber  and  powerful  network  traffic 
cops  called  "routers."  But  even  router 
king  Cisco  Systems  Inc.  admits  these 
won't  do  the  trick.  "No  utility  in  histoiy 
evei'  had  to  keep  up  with  gi'owth  rates 
like  the  Internet's,"  says  Cisco  Vice- 
President  Christine  Hemrick.  "We  can't 
plan  for  six  months  where  to  dig  up  ca- 
ble, or  how  to  I'oll  fi'om  one  huge  oper- 
ating system  to  another." 


lanta  Olympics.  It  relies  on  smart 
software  to  divvy  uj3  tasks  among 
a  cluster  of  computers  so  they  can 
respond  more  efficiently. 

The  new  schemes  blur  the  lines 
between  computing,  networking, 
and  telecom  companies.  All  three 
camps,  for  example,  want  to  create 
the  equivalent  of  Info  Highway  toll 
roads.  Companies  or  individuals  could 
then  contract  with  isps  to  pay  higher 
prices  for  guaranteed,  delay-free  ser- 
vice. Ultimately,  says  Erik  K.  Grimmel- 
mann,  ATe*iT's  vice-pi-esident  for  network 
and  access,  "you'll  see  multiple  grades  of 
service  all  across  the  Internet." 

Most  of  these  ideas  have  been  ai'oimd 
and  even  deployed  on  a  small  scale.  Indi- 
vidual PCS,  for  example,  store  infonnation 
fi'om  Web  pages,  such  as  gTapliic  images, 
in  small  "caches"  on  their  hard  (hives  so 
the  infonnation  doesn't  have  to  be  down- 
loaded eveiy  time.  Caches  on  local-ai'ea 
networks  (LANs)  ai'e  also  cominon. 

In  September,  however,  Cisco  an- 
nounced a  more  ambitious  approach. 
Called  Web  Cache,  Cisco's  product  com- 
bines up  to  32  processors,  or  "engines," 


traffic-management  tools 
on  private  corporate  networks.  If  thj 
new  approaches  speed  things  up  o 
smaller  lans,  then  they  can  probabl] 
be  scaled  up  for  the  public  Internet. 

One  software  product  Sun  has  deve 
oped  lets  a  company's  systems  admini 
trator  allocate  more  bandwidth  on  tl 
LAN  to  gi'oups  of  executives  who  net 
the  most  room.  SegTegating  some  po\ 
er  users  also  trees  up  bandwidth  f( 
everyone  else.  On  lans,  as  on  the  Ne 
"preventing  congestion  is  better  th£ 
coping  with  it  afterwards,"  says  Robe 
D.  Bressler,  vice-president  and  chief  s( 
entist  at  Sun's  networking  gi'oup. 

IBM's  Tivoli  Systems  also  wants 
move  its  corporate  products  onto  tl 
Internet.  It  has  developed  progran 
that  monitor  traffic  and  schedule  hea\ 
tasks,  such  as  upgrading  software  ( 
all  the  PCS,  when  traffic  is  light.  "Oi 
customers  don't  want  to  wait  for  fib 
and  routers  to  'solve'  the  Internet  ban 
width  problem,"  says  Tivoli  CI 
Franklin  H.  Moss.  With  tools  like  thef 
they  may  not  have  to. 

By  Neil  Gross  in  New  Yo 


82  BUSINESS  WEEK  /  NOVEMBER  17.  1997 


They're  Fearless 

In  The  Face  Of  Danger. 

We  Help  Them  Face 
The  Future  Without  Fear. 


They  run  toward  danger  instead  of 
away  from  it.  They  put  their  lives  on 
the  line  for  a  living.  We're  proud  to 
help  provide  financial  security  to 
firefighters  and  millions  of  everyday 
heroes.  We're  American  General.  One 
of  the  largest  providers  of  retirement 
services,  life  insurance,  and  consumer 
loans.  A  corporation  with  $79  billion 
in  assets  and  $7.3  billion  in  share- 
holders' equity.  By  doing  what  we  do  best,  we're  helping 
people  do  what  they  do  best. 


Helping  12  million  Americans  do  better  financially. 


Retirement  Services  •  Life  Insurance  •  Consumer  Finance 

American  General  Life  •  American  General  Life  and  Accident  •  Franklin  Life  •  United  States  Life 
All  American  Life  •  Old  Line  Life  •  USLIFE  Credit  Life  •  American  General  Life  of  New  York 
American  General  Finance  'VALIC  •  American  General  Securities  Incorporated 


For  information,  visit  www.agc.com  or  call  1  (800)  AGC  -  1111 


-^•^^     No  endorsement  can  make  you  feel  comfortable  unless 
^  It  comes  from  a  credible  source.  And  with  one  major 
l*Jr         corporation  after  another  switching  to  Gateway  2000, 
1^  that's  exactly  what  you  get. 

Like  you,  other  corporate  IS/IT  managers  needed  business 
computers  specifically  designed  to  meet  their  needs  and 
exceed  their  expectations.  So  that's  precisely  what  we  gave  them. 

For  starters,  the  E-Senes  desktop  line  meets  manageability  head- 
on  with  features  like  stable  network-ready  platforms, 
DMI  compliance  and  LANDesk  Client  Manager.  So  your 
company  can  grow  at  its  own  pace. 

And  no  one  in  the  industry  can  match  the  degree  of 
modulanty  offered  by  Gateway' '  Solo^'"  portable  computers. 
Now,  not  only  can  you  switch  components  individually  with 
one  product,  you  can  also  switch  components  across  the  current 
Gateway  Solo  line. 


We  also  have  a  full  line  of  servers  that  are  among  the  indust 
leaders  in  fault-tolerance  capabilities.  And  each  server 
equipped  with  components  that  allow  for  easy  scaleability 
memory  and  expansion  in  network  size.  So  if  your  compa: 
grows  from  30  employees  to  3,000,  now  your  network  can  tc 

Of  course,  our  full  line  of  workstations  can  grow  with  you  s 
well.  Each  workstation  is  certified  with  fAicrosoft  Windows  t't 
and  leading  application  software.  And  each  one  featuiS 
industry-leading  graphic  power  which  provides  you  wh 
uncompromising  performance. 

The  way  we  see  it,  when  it  comes  to  business  compute, 
we  won't  stop  until  we're  the  leader.  So  give  us  a  call,  and  wJ 
put  you  in  touch  with  one  of  our  sales  representativ . 
They'll  be  happy  to  answer  all  your  questions.  Of  cour., 
you  could  also  talk  to  our  friends  at  Union  Pacific,  Ocea 
Spray,  E-[ughes  Defense  Communications ... 


lion  contract 


E-IOOO  Low  Cost  Network-Ready  Desktop  ■  Intel'  I66MHz  Pentium"  Processor  with  MMX""  TecKnology  ■  16MB  SURAM  ■  256K 
Pipelined  Burst  Cache  •  EV500  .28  Screen  Pitch  15"  Monitor  {13.9"  viewable)  ■  Integrated  PCI  Video  with  2MB  DRAM  ■  1  2GB  EIDE 
Hard  Dnve  ■  3.5"  Diskette  Drive  ■  16-Bit  Sound  Blaster'  Compatible  Business  Audio  ■  Integrated  10/100  Fast  Ethernet  ■  E-Series  Low- 
Profile  Desktop  Case  ■  104'  Keyboard  &  Mouse  •  Microsoft" Windows"  95  ■  Desktop  Management  Interface  (DMI)  1  1  Compliant  ■ 
Intel  LANDesk"  Client  Manager  3.0 1  S1099  Business  Lease  '$40/mo. 

&3110SE  Mainstream  Network-Ready  Desktop  ■  Intel  233MHz  Penoum'  II  Processor  featuring  MMX  Technology  •  32MB  SDRAM  ■ 
Integrated  512K  Pipelined  Burst  Cache  •  tWdll  28  Screen  Pitch  17"  Monitor  (15,9"  viewable)  ■  AccelGraphics'  Pennedia'  2  32-Bit  AGP 
with  8MB  SCRAM  ■  3  2GB  Ultra  ATA  Hard  Dnve  ■  12X  CD-ROM  Dnve  and  35"  Diskette  Dnve  ■  3Com'  Ediemet  Adapter  ■  E-Sencs 
Mid-Tower  Case  (shown  with  desktop  case  option)"  104' Keyboard  and  MS'  IntelliMouse'""  MS  Windows  95"  (DMI)  II  Compliant 

■  Intel  LANDesk  Cbent  Manager  3  01  ■  Gateway  Gold  '^^  Service  and  Support  for  E-Senes  PCs'  S1999  Business  Lease '$73/mo 

E-3110a  High  Performance  Network-Ready  Desktop  ■  Intel  300MHz  Pentium  II  Processor  with  512K  ECC  Cache  ■  64MB  SDRAM 
•  LV900  ,26  Screen  Pitch  19"  Monitor  (18"  viewable)  ■  AccelGraphics  Pennedia  2  32-Bit  AGP  with  8MB  SCRAM  •  6  4GB  Ultra  ATA 
Hard  Drive  ■  12X  CD-ROM  Drive  and  3  5"  Diskette  Dnve  ■  3Com  Ethernet  Adapter  ■  E-Senes  Mid-Tower  Case  •  104'  Keyboard  and 
MS  IntelliMouse  ■  MS  Windows  95"  (DMI)  1.1  Compliant"  Intel  LANDesk  Client  Manager  3  01  "Gateway  Gold  Service  and  Support 
lor  E-SenesPCs'  $2999  Business  Lease '$1  lO/mo 

E-5002  Technical  Workstation  "  Intel  300MHz  Pentium  II  Processor  (expandable  to  two  processors) "  128MB  ECC  SDRAM  "  EV900 
26  Screen  Pitch  19"  Monitor  (18"  viewable)  "  SMB  AccelGraphics  Pennedia  2  AGP  Graphics  Card  "  Seagate'  9GB  10,0110  RPM  Ultra 

Wide  SCSI  Hard  Dnve  "  12X  SCSI  CD-ROM  Dnve  and  3  5"  Diskette  Dnve  "  3Com  10/100  PCI  Network  Card  ■  E-Sencs  Workstation 
rower  Case  ■  104' Keyboard  &  MS  IntelliMouse  "  Intel  LANDesk  Client  Manager  3  1)1"  MS  Windows  NT'  4  0 

S4999  Business  Lease '$183/mo  CDRS-03  32.42 

Gateway  Solo  2300  Portable  "  1 2  l "  SVC A  TFT  or  SVG a  DSTN  Color  Display  "  Intel  Pennum  Processor  with  MMX  Technology 
up  to  233MHz  "  SDRAM  Expandable  to  192MB  "  256K  Pipelined  Burst  Cache  "  128-Bit  Graphics  Accelerator  w/64K  Colors  ■  Up  to 
4GB  Hard  Dnve  "  Modular  3.5"  Diskette  Dnve  "  Modulat  6X  mjn/llX  max  CD-ROM  Dnve  ■  16-Bit  Wavetable  Sound  &  Steteo 
Speakers  "  NiMH  Battery  &  AC  Pack  or  a  12-Cell  Lidiium  Ion  Battery  &  AC  Pack  "  85-Key  MS  Windows  95  Keyboard  "  Canying 
Case  "  NTSC/PAL  Video  Out  ■  USB  Ports  &  Zoomed  Video  "  MS  Windows  95  or  MS  Windows  NT  4.0  "  MS  Works  95  or  MS  Ofhce 
97,  Small  Business  Edition  plus  Bookshelf '  96  "  LapLink"  for  Windows  95  &  McAfee"  VirusScan  "  Gateway  Gold  Service  and  Support 
for  Portable  PCs  PricOS  Starting  at  S2099  (Ouannty  1)  Business  Lease  ■$77/mo. 

Gateway  Solo  9100  Portable  ■  13  3"  XGA  TFT  Color  Display  (1024  X  768  resolution)  "  Intel  Pentium  Processor  with  MMX 
Technology  via  Intel's  Mobile  Module  fl  M  M  ) "  SDRAM  Expandable  to  192MB  "  Up  to  512K  Cache  "  4MB  EDO  Video  RAM  (1280 
X  1024  extemal) "  Up  to  5CB  Hard  Dnve  "  Removable  Combo  6X  min/UX  max  CD-ROM  &  3.5"  Diskette  Dnves "  Premium  Sound 
System  w/l6-Bit  Wavetable  Sound  &  Yamaha'  Stereo  Speakers "  12-Cel]  Lithium  Ion  Battery  &  AC  Pack  "  Full  86-Key  MS  Windows 
95  Keyboard  "  Canymg  Case  •  NTSC/PAL  Video  Input  Si  Output  •  USB  Ports  &  Zoomed  Video  "  15-Pin  MIDI/Game  Port  •  MS 
Windows  95  or  MS  Windows  NT  4  0  "  MS  Works  95  or  MS  Ofhce  97,  Small  Business  Edition  plus  Bookshelf  96  "  LapLmk  for 
Windows  95  &  McAfee  VinjsScan  "  Gateway  Gold  Service  and  Supportfor  Portable  PCs  Prices  Starting  at  $3499  (Quantity  1) 
Business  Lease  '$128/mo 

NS-7002  Workgroup  Class  Server  "  Intel  SOOMHz  Pentium  ll  Processor  with  512K  Cache  (expandable  to  two  processors)  ■  Enor- 
Lheckingand  Correcting  Memory  Subsystem  widi  64MB  RAM  "  Several  RAID  Upgrades  Available  "4GB  Ultra  Wide  SCSI  Hard  Dnve 

■  12X  SCSI  CD-ROM  Dnve  and  35"  Diskette  Dnve  "  3Com  10/100  Ethernet  Adapter  ■  Seven-Bay  Server  Tower  Case  "  325-Watt 
Power -Supply  ■  104' Keyboard  &  Microsoft  IntelliMouse"  InforManager^"  Server  Management  System  with  ActiveCPR  Processor 

Pn.itection  $3299  Business  Le^se  'SOl/mo 

NS6002  Department  Class  Server  ■  Intel  SOOMHz  Pentium  II  Processor  with  512K  Cache  (expandable  to  two  processors)  •  Error- 
Checking  and  Correcting  Memory  Subsystem  with  128MB  RAM  ■  Quick  Hot-Swap  (QHS)  RAID  Storage  System  with  Three 
Channel  Controller  ■  Three  Hot-Swappable  4,2GB  SCA  Hard  Dnves  ■  12X  SCSI  CD-ROM  Drive  and  3.5"  Diskette  Dnve  ■ 
iiCom  10/100  Ethernet  Adapter  ■  Thirteen-Bay  Server  Tower  Case  ■  Dual  365-Watt  Redundant  Power  Supplies  with  Loadshare 
Capability  ■  104'  Keyboard  &  MS  IntelliMouse  ■  InforManager  Server  Management  System  with  ActiveCPR  Processor  Protection 
S7999  Eu  siness  Lease  '$293/mo 

NS-9006  Enterprise  Class  Server  ■  Two  Intel  2')i)MHz  Pentium'  Pro  Processors  with  5\2\^  Cache  (expandable  to  SIX  processors) " 
Error-Checking  and  Conecting  Memory  Subsystem  with  128MB  RAM  "  Quick  Hot-Swap  (QHS)  RAID  Storage  System  with  Three 
Channel  Controller  "Three  4,2CB  SCA  SCSI  Hard  Dnves"  12X  SCSI  CD-ROM  Drive  and  3.5"  Diskette  Dnve  "3Com  10/100  Ethernet 
Adapter  "  Double-Wide  Fourtecn-Bay  Chassis  "  N+1  Power  Supply  Subsystem  with  Two  Hot-Pluggable  350-Watt  Power  Supplies 
(upgradeablc  to  four)  "  104'  Keyboard  &  MS  InteOiMouse  •  InforManager  Server  Management  System  with  ActiveCPR  Processor 
Protection  $12,999  Business  Lease  '$476/mo. 


GArEmY2000 


YOU'VE    GOT   A   FRIEND    IN    THE  BUSINESS 
CALL  1-888-888-0792  www.gateway.com 

Gateway  2000  Major  Accounts,  Inc. 


lateway  2000,  Inc.  Gateway  2000,  black-and-white  spot  design,  "G"  logo  and  "You've  got  a  friend  in  the  business"  slogan  are  registered  trademarks;  Gateway  and 
'  Solo  are  tradenaarks;  and  Gateway  Gold  is  a  service  mark  of  Gateway  2000,  Inc.  The  Intel  Inside  Logo,  Intel,  LANDesk  and  Pentium  are  registered  trademarks, 
X  'iSi  trademark  of  Intel  Corporation.  Not  all  Gateway  E-Senes  PCs  and  NS-Series  Servers  contain  the  Pentium  II  processor.  The  Gateway  Solo  PC  does  not 
:he  Pentium  II  processor.  All  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  Many  Gateway  2000 
are  custom  engineered  to  Gateway  2000  specifications  which  may  vary  from  the  retail  versions  of  the  software  and/or  hardware  in  hinctionality,  performance, 
atibility.  All  prices  and  configurations  are  subject  to  change  without  notice  or  obligation,  Pnces  do  not  include  shipping  or  applicable  sales  tax.  Gateway  2000 
:counts,  Inc.  is  a  wholly  owned  subsidiary  of  Gateway  2000,  Inc.  'E-Series  PCs  are  covered  by  a  three-year  limited  warranty.  Length  and  type  of  service  vanes 
iCt.  Call  or  write  for  a  free  codv  of  our  limited  warranty  R0n-R4rt-?0nn  fiin  C.atpwav  Drive  W  <;miiv  Cts,  sn  S7ndQ  T  pacno  arranop.)  Kv  ,r,A^n,r,A^r^t 
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SPENDING  ^8 

on  CORNFLAKES 
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SMART  MOVE. 


Ameritrade  announces  the  lowest 
commissions— any  way  you  trade  it. 


$Q  incemer  $|     touch-tone     $f  Q  broker-assisted 
O  trades      |  ^  phone  trades    |  O  ^^^^^^ 
Commissions  are  flat  rate.  No  limit  on  shares  traded. 


If  high  commissions  are  taking  a  big  bite  out  of  your 
portfolio,  maybe  it's  time  to  take  a  look  at  Ameritrade. 
Because  whether  you're  buying  100  shares  of  Kellogg's, 
or  1,000,  with  Ameritrade  your  commission  for  an 
internet  trade  is  always  the  same  —  $8  flat. 

No  matter  how  you  look  at  it,  Ameritrade  offers 
the  lowest  commissions  of  any  other  deep  discount 


broker.  Internet  trades  are  $8.  Touch-tone  trades 
are  $12.  And  broker-assisted  trades  are  only  $18. 
Our  25-plus  years  in  the  business  taught  us  a  few 
things.  Like  how  to  deliver  the  lowest  commissions, 
not  for  a  "limited  time  only,"  but  for  the  long  haul. 

So  this  morning  after  breakfast,  give  Ameritrade 
a  call.  Once  you  do,  you'll  see  that  saving  money 
with  every  trade  you  make  is  one  sweet  deal. 


A 


Ameritrade 

SMARTEST  WAY  TO  TRADE.  PERIOD. 


Co//  Ameritrade  now,  and  your  first  S  trades  are  commission-freel  Call  1-800-220-9677. 
Or  visit  our  website  at  www.ameritrade.com 


Member  NASD/SIPC  •  $2,000  minimum  equity  required  to  open  your  account  •  Limit  orders  are  an  additional  $5.00  •  SIPC  account  protection  is  $500,000  with 
$100,000  for  cash  claims  $10  million  additional  account  protection  provided  •  Copyright  1997.  Ameritrade,  Inc.  •  Kellogg's  is  a  registered  trademark  of  the  Kellogg  Co. 


evelopments  to  Watch 


ED  BY  CATHERINE  ARNST 


S  TARANTULA 
ILD  SAVE 
IR  LIFE 

NTULAS  ARE  NOTORIOUS 

fis  in  horror  movies.  But 
;  hideous  spiders  could 
as  heroes  in  the  search 
-eatments  for  neurologi- 
disorders. 


esearchers  at 
'ex  Corp.  in  New  Or- 
say  they  have  isolated  a 
•ound,  SNX-482,  from  the 
m  of  the  African  taran- 
(also  called  the 
eroon    Red)    with  a 


unique  property:  It  blocks  so- 
called  R-type  calcium  chan- 
nels in  nerve  cells. 

Scientists  have  known  for 
several  years  about  R-type 
channels,  which  help  regulate 
brain  function.  But  resear- 
chers don't  know  exactly  what 
role  these  channels  play  in  the 
brain  or  in  disease.  Because 
the  newly  discovered  com- 
pounds are  the  first  sub- 
stances to  block  only 
R-type  channels, 
they  may  enable 
researchers  to  tar- 
get these  chan- 
nels and  figure 
out  how  they 
can  be  ma- 
nipulated 
in  the  treatment  of 
disease. 

This  isn't  the 
first  time  Neurex  has  tui'ned 
to  a  toxic  source.  The  compa- 
ny is  in  clinical  trials  with  a 
treatment  for  chronic  pain 
that  uses  a  compound  from 
the  venom  of  a  carnivorous 
marine  snail.  □ 


S.-MADE  DiSPUYS  THAT  BLOW  AWAY  ASIA'S 

UR  YEARS  AGO,  THE  PENTAGON  WORRIED  THAT  IT  WAS 

>  dependent  on  foreign  producers  for  the  flat-panel 
plays  used  in  planes,  tanks,  and  ships.  So  it  joined 
:h  100-odd  companies  to  forni  the  U.  S.  Display  Con- 
•tium  (USDC)  to  nurture  a  domestic  flat-panel  industry, 
e  gambit  is  about  to  pay  off. 

Early  next  year,  dpiX  Inc.'s  Palo  Alto  (Calif.)  factory 
II  use  uSDC-developed  tools  to  crank  out  19-inch  color 
plays  that  put  Asia's  big  flat  panels  to  shame,  accord- 
f  to  dpiX  President  Malcolm  J.  Thomson.  The  dpiX 
play,  he  says,  is  the  fii'st  liquid-ciystal  display  (LCD) 
combine  supersharp  digital  resolution  with  vivid  col- 

a  wide  viewing  angle,  and  the  ability  to  handle 
leo  images  at  30  fi-ames  a  second.  Says  David  E. 
mtley,  a  vice-president  at  market  researcher  Stanford 
(Sources  Inc.:  "It's  really,  truly  impressive." 
Also  impressive  is  the  price:  $10,000.  But  Thomson 
sdicts  deep  price  cuts  as  volume  goes  up,  though  it 
ly  take  a  couple  of  years  to  get  tc  $2,000.  The  LCD 
ihnology  stems  ft'om  a  $150  million  research  progi'am 
Xerox  Coi-p.'s  Palo  Alto  Research  Center,  which  spun 
■  dpiX  in  1996.  usDC  has  plowed  $100  miUion  into  hon- 
?  production  equipment.  Now,  a  few  usDC  members  are 
laking  strong  progi-ess  in  penetrating  Far  East  mar- 
ts," says  Thomson,  who  also  chaii's  usDC.        Otis  Port 


THE  SMOOTHEST  BIKE  RIDE  OF  ALL 


SHOCK  ABSORBERS  ON 

mountain  bikes  are  a  must 
for  smooth  rides  over 
bumpy  terrain.  Now,  for 
tenderbottoms  and  others 
who  want  the  ultimate  in 
riding  comfort.  Active 
Control  Experts  Inc.  in 
Cambridge,  Mass.,  and  K2 
Corp.,  maker  of  Pro-Flex 
and  K2  bikes,  have  devel- 
oped a  "smart  shock."  It 
features  variable  electron- 
ic damping  that  can  re- 
spond instantly,  while 
the  wheel  is  still  bounc- 
ing, to  the  size  of  each 
rock  and  bump.  The 
technology  is  similar  to 
that  used  in  the  shock 
absorbers  of  Fonnula 
One  racing  cars. 

A  thousand  times  a 
second,  a  sensor  mea- 
sures the  speed  of  the 
shock's  piston  and  sends 
the  data  to  a  micro- 
processor In  turn,  this 
chip  uses  the  signals  to 
control  a  valve  actuator 
that  adjusts  the  flow  of 
oil  in  the  shock.  The  in- 
tended effect  is  to 
smooth  out  rides  over 


rough  terrain,  thus  allow- 
ing bikes  to  travel  faster. 
The  system  also  alleviates 
common  problems  with 
conventional  mountain- 
bike  shocks,  notably  their 
tendency  to  bounce  like  a 
pogo  stick. 

The  smart  shock  weighs 
less  than  a  pound,  and  is 
available  on  K2's  1998  full- 
suspension  bikes  costing 
$2,000  to  $4,000. 

Grnffreii  Smith 


SMART  SHOCKS:  A  A  J  bike 


SILVER  DUST, 
WHIPPED  UP 
IN  A  BLENDER 


USING  AN  ORDINARY  KITCHEN 

blender  plus  a  laser,  a  Penn- 
sylvania State  University  re- 
searcher says  he  has  found  a 
faster,  cheaper,  and  cleaner 
way  to  make  ultrafine  metal 
powders  like  those  used  for 
dental  fillings  and  photo- 
graphic film. 

Working  in  Penn  State's 
Applied  Research  Laboratoiy, 
Jogender  Singh  originally  de- 
vised the  process  to  produce 
a  silver  powder  100  times  fin- 
er than  any  on  the  market. 
He  places  silver  nitrate,  an 


inexpensive,  colorless  liquid, 
in  a  blender  with  a  reducing 
agent.  As  the  mixtiu'e  whiris, 
he  fires  up  a  laser.  Its  beam 
creates  a  tiny  "hot  spot"  that 
causes  the  silver  nitrate  and 
reducing  agent  to  react,  pro- 
ducing a  tiny  silver  particle. 

Singh  says  he  can  control 
the  size  and,  to  some  extent, 
the  shape  of  the  particle  by 
altering  the  laser's  energy, 
the  rotation  speed,  or  the 
constituents.  The  method  can 
make  solid  or  porous  parti- 
cles, composite  powder's,  and 
optically  invisible  particles  as 
small  as  1  nanometer,  tinier 
than  the  tiniest  bacteria. 
Penn  State  is  patenting  the 
technique,  which  is  available 
for  licensing.  □ 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwnov@businessweek.com 


VICTORIOUS. 


That^s  how 


Remembci  how  you  used  to  beam  when  they  cheered?  You\felt  like  you  were 
on  top  of  the\\roria.  So  it  makes  perfect  sense  that  you'd  step  up  to  the  GMC  Yukon. 
Its  exhilarating  255|vp  V8  dehvers  more  power  than  any  other  sport  utility* 
And  the  Autotrad^:f^tem  on  Yukon**  is  so  advanced,  it  actually  senses  changmg 
road  conditions  arid  adjusts  automatically  from  2WD  to  4WD.  With  more  power 
■  and  .advanced  tech^jplogy,  Yuk^n  not  onl^  cljallenges  the  road,  it  wins.^ 


For  the  bie  picture,  yisUwww.yukon.gmc.to^^ 
:  ■,0rMcom  SMm  al  ww^Suburbatt.gmWOm. -EKl^jsolher      vehicles." Standard  on  4WD  a^odels. 


YUKON 


I  COMFORTABLY 
(,  1  N     COMMA  N  D" 


Special  Report 


ENTERPRISE 

'imely  Insights  for  Small  Business 


iBox 


page  2 


Buyer's  Guide 


page  12 


»  Sheet  Salaries  for  salespeople,  home-office 
•dware,  advertising  budgets,  export  energy,  new 
es  on  LLCs,  and  more 

[anagement  page  4 

ick  to  Business  More  small 
;fits  are  farming  out  the  drudge  work 
luman  resources  and  offering  workers 
;ter  benefits  in  the  bargain 

ompanies  page? 

Color  It  Successful 

How  hip  is  Studio  Eg's 
environmentally  friendly 
office  furniture?  Well, 
hip  enough  for  MTV  and 
a  growing  number  of 
Internet 

andmulti-  — -\ 
media  companies 

[arketing  pages 

nging  in  the  Shower  After  inventing 
ovel  shower  cleaner,  Robert  Black  used  a 
lio  DJ  blitz  to  parlay  his  tiny  startup's  spray 
0  a  big  league  player  that  has  the  national 
mds  rethinking  their  products 


Pick  a  Card,  Not  Any  Card  These  days,  cred- 
it-card issuers  are  lavishing  attention  on  small  busi- 
ness. Here's  our  guide  to  the  best  plastic 


Technology  page  18 

Surf's  Up  Affordable,  easy-to- 
install  Internet  access  for  net- 
worked small  businesses  is  here, 
thanks  to  a  new  crop  of  no-frills 
"on-ramps" 

People  page  22 

Sew  Determined 

Anthony  Hankins 
,  just  might  take  his 
fashion  house  to 
the  top 

Downtime  page  26 

The  Rewards  of  Virtue 

WTien  business  owners  do  pro 
bono  work,  they  do  it  for  plea- 
sure. But  they're  finding  that  it's 
not  bad  for  business,  either 

For  more  on  small  business,  visit  BW 
Plusl  at  www.businessweek.com  or 
America  Online  at  keyword:  BWEnterprise 


EDITED  BY 
EDITH  HILL 
UPDIKE 


PERCENT  OF 

COMPANIES  PAYING  FOR: 

LAPTOPS 

HOME  COPIER  10 
CAR  PHONE  26 
ENTERTAINMENT 

MILEAGE  ALLOWANCE  35 

WHAT  COMPANIES  SPEND 

FIELD  EXPENSES  $7,908  $12,016 

BENEFITS  $3,503  $4,023 

WHAT  PRICE 
SALESPEOPLE? 

How  well  is  your  sales  force 
paid?  Too  well?  Not  well 
enough?  For  a  compari- 
son, check  out  a  just  released 
report  from  Dartnell  Corp.  on 
sales-force  compensation  at 
companies  with  under  $5  mil- 
lion in  revenues.  Senior  reps 
make  an  average  of  $45,900  on 
$396,000  in  sales,  and  a  grow- 
ing number  of  small  companies 
use  profitability  (not  just  vol- 
ume) to  figure  commissions. 
The  250-page  report  includes  a 
host  of  stats,  with  breakouts 
by  industry,  and  an  ex  cellent  100-page  sec- 
tion on  designing  a  compensation  plan 
$39.95  (800  621-5463) 


SO  THE  Y  S  AY 

"He  never 
takes  no  for 
an  anmver 
when  he 
knows  the 
right  answer 
is  yes.'' 

—Bruce  Acker- 
man,  CEO  of 
Anthony  Mark 
Hankins  inc.,  on 
fashion  designer 
Hanfcms' drive 


More  information  on  this  story  can  be  found  at  BW  Plus! 
at  www.businessweek.com  or  on  A.-nerica  Online  at  key- 
word: BWEnterprise. 


WHAT,  NO 
MICROWAVE? 


It  slices!  It  dices!  Well ...  no.  But  tlie  latest  hom 
office  machines  do  just  about  everything — fc 
well  under  $1,000.  Space-saving  multifunctio 
products  (MFPs)  appeared  about  three  years  ago  t 
fax/pr-inters,  and  computer  makers  keep  adding  fe; 
tures:  copying,  scanning,  etc.  In  July,  Brother  Inte: 
national  launched  the  first  color  machine,  the  $9t 
MFC-7000FC,  which  can  print  from  a  digital  camera  ( 
a  videocassette  recorder  vdth  a  standard  video  jac" 
Of  course,  mfps  aren't  for  everybody.  Graph 
artists,  for  example,  may  not  be  happy  with  tl 
scanners'  low  resolution,  and  print  speeds  are  lo\ 
Even  so,  Dataquest  estimates  mfp  sales  will  ris- 
51%,  to  1.4  million  units,  ] 
1997  and  will  hit  2.2  milli.^ 
in  1998.  i 


CHINTZY,  CHINTZY 


oes  small  biz  skimp  on 
ads?  Many  franchisers  re- 
quire ttiat  3%  to  6%  of  sales 
go  to  advertising — more  than 
most  small  businesses  spend, 
according  to  Padgett  Busi- 
ness Services.  "They  never 
spend  enough,"  says  Don 
Price,  marketing  expert  at  the 
Denver  Small  Business  Devel- 
opment Center.  Even  retailers 
often  budget  less  than  2%. 

BUDGETS 
FOR  HORNBLOWING 

SPENDING  ON  ADVERTISING  VARIES  WIDELY 
AMONG  SMALL-BUSINESS  SECTORS 


More  information  on  this  story  ca| 
be  found  at  BW  Plus!  at  www. 
businessweek.com  or  on  America! 
Onlme  at  keyword:  BWEnterprise. 


SOME  CUSTOMER 
ARE  KINGS... 


,  atabase  marketing,  th 
analyzing  customer 


0  1 
►  PERCENT  OF  SALES 

DATA:  PADGEn  BUSINESS  SERVICES  USA  INC,  1997 


target  marketing  ear 
most  effectively,  has  beer 
and  too  technical  for  sma 
ness,  marketing  experts  sa 
TargetSmart  Inc.  (888  6< 
www.targetsmart.com)  h; 


MORE  THAN  99%  OF  ALL  BUSINESSES  IN  THE  U.S.  ARE  LESS  THAI 
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PORT  ENERGY 


all  companies  that 
tport  do  better  than 
;  that  don't,  suggests 
atest  annual  survey 
nail  business  from 
\rthur  Andersen  En- 
ise  Group  and  Nation- 
nail  Business  United, 
rters  averaged  $3.1 
Dn  in  revenue  last 

for  example,  com- 
i  with  $2.1  million 
II  companies  in  the 
ly.  In  1996,  exporters' 
:s  increased  4.4%, 
!  the  overall  average 
2.6%.  Exporters  are 
more  tech-savvy:  92% 

computers  (vs.  79% 
ill)  and  70%  use  the 
net  (vs.  44%  overall), 
there's  a  downside. 
3  percentage  points, 

exporters  worry 
t  finding  qualified 
ers. 


lesigned  for  small  busi- 
id  on  your  sales  data, 
irt  segments  customers 
(frequent  big  spenders), 
(but  low  spenders),  and 
'gories.  Cos- 
ech  Inc.,  for 
which  sells 
adios  and  cell 
n  Montana, 
;  12%  of  cus- 
Dught  in  56% 
5s,  so  it  tar- 
with  special 
s.  IBM  (www. 
i)  also  offers  a  variety  of 
sis  services — they  call  it 
ng — on  an  outsourced 
ilysis  of  up  to  10  giga- 
ata  costs  $2,000. 


BEHER  CHECK 
THAT  POLICY 


M 


any  home-based  entrepreneurs  assume  that 
their  homeowner's  policy  insures  the  business. 
Not  so.  The  typical  homeowner's  policy  won't 
cover  accounts  receivable  or  other  business  docu- 
ments lost  in  a  fii-e,  for  example.  Recently,  though,  insurers  have  inti-oduced  poli- 
cies specifically  for  home  businesses.  Some  companies  require  you  to  have  auto, 
home,  or  other  insurance  with  them.  One  example:  The  Home  Entrepreneur  Pro- 
gram, new  from  Hanover  Insurance  Co.,  is  a  $225  add-on  to  the  basic  home- 
owner's policy.  Regs  vary  by  state. 
Home  security  systems  and  smoke 
alarms  may  earn  discounts.  For  advice 
and  helpful  free  brochures,  contact  the 
Insurance  Information  Institute  (800 
942-4242,  www.iii.org). 


YOU,  TOO,  CAN  BE  AN  LLC 

It's  not  a  tax  refund,  but  here's  good 
news  from  the  Internal  Revenue  Service. 
New  rules  let  individuals  set  themselves 
up  as  limited  liability  corporations  (llcs). 
The  advantage:  Profits  are  taxed  just 
once,  like  a  partnership,  while  personal  li- 
ability is  limited,  like  a  corporation.  Previ- 
ously, an  LLC  needed  at  least  two  people; 
now,  an  independent  contractor  can  form 
one  to  help  demonstrate  independence. 
There's  also  a  pllc  for  professionals.  State 
laws  vary.  In  December,  Nolo  Press  will 
release  an  updated  version  of  its  $26.95 
book  on  LLCS.  (800  992-6656) 


More  information  on  this  story  can  be  found  at  BW 
Plus!  at  www.businessweek.com  or  on  America 
Online  at  keyword;  BWEnterpnse. 


WINNING  LOSERS 

Who's  the  worst  worker  on  tv?  Sprint 
Business  asked  500  small-business  em- 
ployees that  and  other  weighty  ques- 
tions. Norm  Peterson  of  Cheers  won 
with  37%  of  the  vote.  Homer 
Simpson  and  Seinfelds 
George  Costanza  were  No.  2 
and  No.  3.  /  Work  Hard  for 
the  Money  won  best  lyric  on 
working  life.  Eight  Days  a 
Weel<  was  No.  2.  Oddly, 
Happy  Days  Are  Here  Again 
came  in  ahead  of  Take  This 
Job  and  Shove  It. 


OLD,  ACCORDING  TO  DUN  &  BRADSTREET  DATA 


ENTERPRISE 


Management 


YOU  DO  THE  WORK. 
THEY  DO  THE  PAPERWORK 

More  small  outfits  are  choosing  to  farm  out  the  drudgery  of  human  resources 


When  Robert  G.  Teal  co-founded 
Silicon  Valley  startup  Quinta 
Corp.  in  1996,  he  cringed  at 
the  time  and  expense  it  took 
to  hire  and  retain  employees.  At  his 
banker's  suggestion,  he  signed  up  TriNet 
Employer  Gi'oup  Inc.  to  assume  most  of 


dies  eveiything  from  payi'oll  to  benefits 
for  100-employee  Quinta.  As  for  Teal,  he 
never  had  to  leam  many  of  the  distract- 
ing details  of  being  an  employer  "We 
focused  on  product  development  and 
technology,"  he  says.  "Tliat  has  been  one 
of  the  gi'eatest  benefits." 


the  human-resources  tasks 


OUTSOURCING 


Across  the  country,  en- 


of  his  fledgling  disk-diive  de-    trepreneiu's  and  small-husi 


veloper.  Ti-iNet  helped  hire  Quinta's 
workforce  and  recniit  qualified  engineers. 
And  it  set  up  a  benefits  progi'am  that 
took  advantage  of  TriNet's  gi'oup  dis- 
counts, allowdng  Quinta  to  match  larger 
companies'  packages.  Today,  TiiNet  han- 


ness  owners  are  tiuTiing  to  professional 
employer  organizations  (peos),  as  com- 
panies such  as  San  Leandi'o  (Calif.  )-based 
TriNet  ai"e  called,  to  be  their  human-re- 
souiTes  managers.  Billing  themselves  as 
"co-employers"  peos  check  references. 


set  up  401(k)  plans,  and  even  do  tl 
duty  work  of  filing  while  generally 
ercising  no  more  than  a  veto  over  k( 
pereonnel  decisions.  More  than  2.5  milli( 
workers  are  hired  through  sue 
aiTangements,  up  from  200,000  a  decac 
ago,  according  to  the  National  Associ 
tion  of  Professional  Employer  Organiz 
tions.  Most  are  fLill-time,  permanent  ei 
ployees,  not  temps. 

For  a  small  business,  the  potenti 
benefits  are  obvious.  Imagine  if  som 
one  else  screened  job  candidates  you  i 
terviewed,  and  sorted  through  heal 
and  retirement  plans — and  then  ri 


What  small-business  owner  would 
ladly  give  up  sci"utinizing  compli- 
ivith  federal  and  state  employment 
Sometimes,  pegs  even  save  a  com- 
money.  A  peo  typically  chai'ges  3% 
>  of  net  salai-y.  But  passing  along 
wer  costs  of  gi'oup  benefits  or  han- 
administrative  chores  efficiently 
jsult  in  net  savings. 
;  for  all  the  benefits,  small-business 
•s  need  to  understand  a  peo  doesn't 
sarily  protect  them  from  legal  lia- 
on  some  employment  issues.  Most 
insist  that  for  legal  piu'poses  they 
le  "ultimate  employer"  and  have 
lal  right  to  hire,  fli'e,  and  discipline 
yees.  At  the  same  time,  peos  claim 
"co-employers"  in  other  areas.  So, 
the  peo  is  generally  responsible 
aying  wages  and  taxes  and  han- 
benefits,  the  business  owner  can 
ace  liabilities  involving  on-site  ac- 
such  as  discrimination  or  safety 
ions. 

(ER.  What's  more,  small  companies 
ign  up  with  a  peo  can  find  they  are 
lUbject  to  laws  coveiing  larger  em- 
's. Case  in  point:  The  federal  Fam- 
Medical  Leave  Act  exempts  com- 
s  with  less  than  50  employees. 

technically,  the  peo  is  the  employ- 
d  over  the  threshold,  some  peos 
-e  that  clients  take  back  a  worker 
a  leave.  But  some  don't.  And  if  a 
iY  is  not  retained,  the  owner  could 
ed  along  vdth  the  peo  as  the  joint 
lyer.  There's  no  hard  and  fast  way 
il  with  such  issues,  other  than  for 
ient  and  the  peo  to  agree  up  front 

how  to  handle  them — for  exam- 
y  sharing  the  cost  of  benefits  duiing 
ave.  "It's  important  to  know  which 
nsibihties  you  are  keeping,"  says 
)ry  L.  Hammond,  an  Akron  (Ohio) 
ley  specializing  in  peos. 
)  is  actually  a  new  name  for  em- 
i  leasing,  which  stalled  in  the  mid- 
s  a  way  for  small-business  owners 
ade  federal  rules  requiring  equal 
3n  treatment  for  employees.  The 
3rs,  legally  speaking,  were  leased 

:T  DEAL:  By  putting 
ers  from  many 
)anies  on  one 
)11,  PEOs  let 
the  smallest 
)any  offer 
)etitive  benefits 


When  You  Want  to  Choose 
a  Professional  Employer  Organization  ... 

The  employee  leasing  business  got  a  black  eye  for  good  reason.  Some  firms 
collapsed,  leaving  business  owners  with  huge  liabilities;  a  few  took  the 
money  and  ran.  Before  signing  up,  consider  the  following: 

EXPERIENCE  What  involvement  has  the  PEO  had  in  your  industry  or  with 
companies  of  similar  size  and  employee  composition?  Get  client  references. 

FINANCIAL  SECURITY  Ask  for  banking  and  credit  references,  proof 
that  payroll  taxes  and  insurance  premiums  have  been  paid,  and  audited 
financial  statements. 

CREDIBILITY  Check  membership  in  the  National  Association  of  Professional 
Employer  Organizations  (www.napeo.org/peo)  and  approval  by  the  Institute  for 
the  Accreditation  of  Professional  Employer  Organizations 
(www.podi.com/iapeo).  Verify  compliance  with  state  licensing  or  registration. 

BENEFITS  Some  PEOs  just  buy  insurance,  while  some  partially  self-fund 
coverage.  Check  the  rating  and  reputation  of  the  insurance  carrier.  If  a  third 
party  administers  claims,  verify  that  it  meets  state  licensing  requirements, 
and  is  reputable.  Make  sure  all  employees  are  automatically  covered.  Ask 
what  optional  benefits  (for  example,  access  to  a  credit  union)  are  offered. 

FEES  Is  the  charge  based  on  wages;  wages  plus  taxes;  or  wages,  taxes,  and 
benefits?  To  judge  whether  a  PEO  may  save  you  money,  assess  your  full 
employment  costs.  For  help  see  the  Bureau  of  National  Affairs  data  in  its 
Bulletin  to  Management  (800  372-1033,  www.bna.com). 

SAND  TRAPS  How  does  the  PEO  handle  intellectual-property  ownership 
issues,  stock  option  plans,  and  other  management  practices  common  in 
your  industry,  or  peculiar  to  your  company? 

CONTRACT  Try  to  get  a  provision  that  permits  you  to  cancel  at  short  notice 
— say,  30  days. 


from  another  fiiTn.  After  Congress  closed 
the  loophole  in  the  1980s,  the  industry 
began  marketing  itself  as  outsourced  hu- 
man-resources departments. 

PEOS  struggled  for  respectability  in 
the  early  1990s.  Some  companies  i"an  into 
trouble  over  insufficient  insurance.  Othere 
went  into  bankiuptcy  after  taking  on  too 
many  clients  with  high  benefit  costs  they 
couldn't  control.  A  few  well-publicized 
failures  stuck  some  small  companies  with 
unfunded  workers'-compensation  or 
health-benefit  claims.  Scam  operators 
skipped  town  with  clients' 
payi'olls. 

Today,  small  companies  that 
do  theii-  homework  are  taking 
less  of  a  risk.  Some  15  states 
regulate  the  industiy,  ranging 
from  simple  registration  to 
rules  requiring  minimum  net 
worth  and  background  checks 
of  fiiTO  principals.  In  Januaiy, 
1996,  the  Institute  for  Ac- 
creditation of  Pi'ofessional  Em- 
ployer Organizations  began  is- 
suing credentials  for  firms  that 
pass  a  review  of  audited  fi- 
nancial statements,  liquidity 
ratios,  and  other  standards.  So 
far,  16  of  the  countiy's  2,000- 


odd  PEOs,  representing  15%  of  the  dollar 
payroll  processed  by  pegs,  have  passed 
muster  The  group  won't  say  how  many 
have  applied. 

A  host  of  new  corporate  players  have 
helped  to  make  pegs  more  reliable,  too. 
Payi'oll  processing  fii'ms  such  as  Pay- 
chex  Inc.  and  temporaiy-help  agencies 
such  as  Kelly  Services  Inc.  have  gotten 
into  the  business.  Insurance  giant  cna 
and  secuiity-guard  company  Wackenhut 
Coi-p.  this  yeai-  acquired  or  stalled  pegs. 
And  longtime  industry  operators  such 
as  Vincam  Group  in  Coral  Gables,  Fla., 
have  gone  public,  backed  by  major  Wall 
Street  firms. 

Finding  a  peg  can  be  as  simple  as 
looking  in  the  phone  book  under  "em- 
ployment service— employee  leasing" 
(table).  But  choosing  the  right  one  is 
harder — and  cmcial.  In  addition  to  cre- 
dentials and  financial  health,  it's  impor- 
tant to  understand  the  range  of  sei-vices 
a  peg  offers  and  its  compatibility  with 
your  company.  Some  specialize  in  small 
companies  (up  to  20  employees),  some 
in  midsize  (up  to  600),  while  others  focus 
on  particular  industries. 

As  a  rule,  pegs  can  benefit  smaller 
companies  the  most.  When  a  workforce 
reaches  100  or  more,  a  business  owner 


can  justify  a  full-time  administrator  for 
payroll  and  benefits.  But  an  employer 
needs  200  to  400  workers  before  the  pm*- 
chasing  power  for  health  care  and  other 
benefits  starts  to  equal  a  peg's. 

Vitty  A.  Marcinkevicius,  owner  of 
Royal  Care  Holdings  Inc.,  in  Sai-atoga, 
N.Y.,  is  one  happy  peo  user.  In  1989,  his 
phaiTnaceutical-services  fijTn  hii-ed  a  peo 
now  owned  by  NovacareEmployee  Ser- 
vices, a  PEO  unit  of  Novacare  Inc.,  in 
King  of  Prussia,  Pa.  But  Marcinkevicius 
was  more  than  a  little  apprehensive 
about  letting  an  outsider  control  areas  so 
critical  to  his  company,  even  after  his 
attorney  and  accountant  researched  the 
idea  and  approved  the  peo.  "Tliis  was  a 
major  change  for  us,"  he  says.  "[It]  was 
affecting  every  employee  and  theii-  fam- 
ilies, including  management.  A  wi'ong 
guess  could  have  caused  a  substantial 
blow  to  our  staff  and  our 
business." 

SOLD!  The  next  hurdle 
was  selling  the  concept  to 
his  60  employees.  At  fii"st. 
there  was  some  resistance, 
says  Marcinkevicius.  But  the 
mood  improved  once  tht- 
staff  realized  that  onsite 
management  wouldn't 
change,  and  the  peo  would 
introduce  or  improve  health- 
care coverage,  a  401(k)  plan, 
insurance  options,  and  access 
to  a  credit  union. 

Marcinkevicius'  initial  con- 
cern that  employees  would 
be  less  loyal  if  paychecks 
came  from  someone  else 
turned  out  to  be  unfounded. 
He  says  Royal  Care  retains 
the  "right  to  hire  and  fire," 
while  Novacare  gives  Royal 
Care  managers  guidance  in 
perfoiming  employee  evalu- 
ations. And  the  peo  seam- 
lessly handled  an  acquisition 
Royal  Care  made  last  May 
that  brought  47  employees 
to  a  staff  that  now  totals 
270.  Novacare  even  helped 
to  meld  the  companies'  va- 
cation policies.  The  few 
glitches,  such  as  occasional  eiTors  on  de- 
ductibles as  health  plans  changed,  were 
quickly  coiTected. 

Still,  using  a  }'E0  can  require  a  lot 
of  adjustments.  As  your  co-employer, 
peos  don't  just  do  beiiefits  administra- 
tion, either,  warns  atlurney  Hammond. 
"The  number  one  impediment  to  a  peo 
not  doing  its  job  properly  is  the  cus- 
tomer, because  the  customer  wants  the 
benefits  but  not  the  intnisions,"  he  says. 

Since  the  peo  is  assuming  responsi- 
bility and  liability,  it  may  requ  re  you  to 
buy  new  equipment,  revise  procedures, 
or  improve  safety.  "We  make  a  living 


out  of  being  a  good, 
cost-effective  employer," 
says  Vincam  ceo  Car- 
los Salacbigas.  "The  key 
is  not  simply  that  you 
aggregate  but  that  you 
manage  better."  Vincam 
has  a  physician  and  40 
nurses  on  staff  and 
fields  inspectors  to  help 
cHents  meet  safety 
standards. 

That's  one  of  the 
pluses  of  using  a  peo, 
says  Carol  Soulliere, 
who  in  1993  hii-ed  Vincam  for  her  family- 
owned  Utica  (Mich.)  paving  company, 
Soulhere  Decorative  Stone.  Vincam  in- 
stituted ding  testing,  training  sessions, 
and  surprise  job-site  safety  checks  of  the 
company's  120  employees.  That  has  im- 


THE  GROWTH  OF  PEOs 
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PARTNERSHIP:  Be  prepared 
for  some  intrusions  along 
with  the  benefits 

FOR  QUINTA  CO-FOUNDER  ROBERT  TEAL,  USING  A  PEO  ALLOWED 
HIM  TO  FOCUS  ON  PRODUCT  DEVELOPMENT  AND  TECHNOLOGY 


ir.l)i 


ir 


proved  the  caliber  of  workers  in  the  sea- 
sonal business  and  has  dramatically  re- 
duced turnover,  claims  Soulliere.  Vincam 
also  holds  safety  and  management  semi- 
nai-s  that  Soulliere  attends  and  has  given 
her  atlvice  on  discipUne  procedures.  Once, 
it  even  cautioned  her  not  to  discharge  an 
employee  who  lacked  a  disciplinaiy  his- 
tory. The  person  eventually  quit.  "They 
won't  bend  rales  but  will  work  with  you 
to  make  sure  you  understand  why  you 
have  to  do  something  a  certain  way," 
explains  Soulliere. 

Indeed,  hiring  and  fii'ing  can  be  so 
touchy  that  Vincam  recently  put  a  work- 


thing  myself,"  he  says  of  his  14-emplo; 
operation  in  Hapeville,  Ga.,  which 
uses  Novacare.  "But  this  takes  the  h 
off  small-business  operators  like  myse 
Tlie  deal  does  provide  better  benefits 
Ms  workers.  And  best  of  all.  West  get 
benefit  of  incalculable  value  to  small  c 
ers:  more  time  to  concentrate  on 
ning  his  business. 

By  Gail  DeGeorge  in  Mia'i 


More  information  on  this  story  can  be  found 
BW  Plus!  at  www.businessweek.com  or  on 
America  Online  at  keyword:  BWEnterprise. 


^ 


er  on  its  own  payi  l 
because  the  compai' 
felt  the  client  hadi. 
sufficiently  documer 
ed  the  reasons  for  tt- 
mination.  Disputes  al) 
ai'ise  when  clients  wi 
to  hire  someone  th 
the  peo  thinks  lac 
proper  qualifications 
has    a  backgroui 
check  problem, 
have  said,  'You  canr 
hii-e  this  person,' "  sa 
Saladrigas. 
Be  careful  about  peos  that  claim 
save  you  money.  Sometimes  they  a 
Soulliere  figiu-es  she  comes  out  ahead 
about  .$30,000  a  year  because  of  Vincai 
more  favorable  rates  on  worker  compj 
sation  and  unemployment  insurant 
"And  that's  without 
headaches"  of  having  to 
the  paperwork,  she  says, 
WAGE  BASE?  Still,  if  a  P 
promises  big  savings, 
how  that's  going  to 
attained.  Topically,  PEfci 
charge  3%  to  6%  of  an  e 
ployee's  pretax  salary  ( 
eluding  benefits),  or  as  lit 
as  1%  in  some  competiti 
markets,    such  as  Flori( 
Some  that  serve  high-sal 
clientele  charge  per  p^ni 
check.  TriNet  charges 
to  $150  per  employee 
each  pay  period,  dependi 
on  the  services.  A 
point,  says  attorney  Ha 
monds,  is  to  be  clear  ab( 
what  the  peo  is  calculati  j ; 
as  the  wage  base 
wages,  or  wages  plus  tax 
or  wages,  taxes,  and  bei 
fits.  Contracts  generally 
about  a  year.  Experts 
ommend  a  30-day  break 
clause. 

To  small-business  own 
such  as  Russell  West,  a  fr- 
chisee  of  a  Schottzsky's  I 
Deli  outlet,  there  are  otl 
savings  to  consider.  "Wl 
first  opened,  I  wanted  to  do  eve 
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LUE,  RED,  PURPLE- 
ND  GREEN  ALL  OVER 

lio  Eg's  eco-kind  workstations  are  easy  on  the  eye,  too 


he  tabletops  sport  eye-catching 
shades  of  cranberry,  gold,  and 
green.  The  workstation  fronts 
have  gentle,  inviting  cwves.  But 
irst  time  most  people  see  the 
^ork  line  of  office  furniture  from 
0  Eg,  it's  the  table  legs  that 
pt  a  double  take, 
re  made  of  ultra- 


Studio  Eg  has  managed  to  grow  ten- 
fold in  each  of  its  two  years  of  exis- 
tence, thanks  in  large  part  to  its  furni- 
ture's appeal  to  a  slew  of  multimedia 
and  Internet  companies,  such  as  Imag- 
ine Publishing  in  Brisbane,  Calif.,  and 
Sausalito  ( Calif. )'s  Cybereps  Inc.  Cy- 

NICHE  PLAYERS  President  Ted 
  Welch    says  EcoWork 


A-gauge  spiral  cardboard  carpet 
— the  same  kind  that  designer 
Steinberg  rescued  fi-om  a  garbage 
two  years  ago  as  he  strolled 
gh  the  giningy  Oakland  (Calif.)  in- 
ial  district  that  houses  his  studio. 

amazed  at  the  strength  of  the 

and  dismayed 
he  waste  of 
ing  them  away, 
)erg  figured  out 
to  incorporate 
abes  into  func- 

and  attractive 

IS. 

r  the  Israeli- 
Steinberg,  34, 
his  wife  and 
3ss  partner  Gia 

31,  a  graphic 
ner,  the  past 
al  years  have 
filled  with  such 
5  of  inspiration. 
,  Steinberg  and 
are  pioneering 
er  niche  in  the 
led,  $10  bilhon 
■furniture  mar- 
at  is  dominated 
i  likes  of  Steel- 

Inc.  and  Ha- 

Inc. 

sir  edge:  de- 
g  hip  office  fur- 
'  that  uses  re- 
1,  organic,  and 
^^ered"  materi- 
om  carpet  rolls 
newspapers  to 
res  and  wheat 
Offering  an  ar- 
f  workstations, 
,  and  shelving. 


workstations  are  garnering  kudos  from 
customers,  employees,  and  prospective 
hii'es  alike.  "They  have  a  progi'essive, 
Internet  look  and  feel,"  he  says. 
DESIGN  FIRST.  Last  year,  Eg  scored  a 
coup  by  winning  an  order  from  New 
York's  MTV  Studios.  Now,  Eg  is  looking 


OWNERS  Erez  Steinberg,     P         '  Modular 
Gia  Sullo  office  furniture,  including 


FOUNDED  1995 

LOCATED  Oakland,  Calif. 

MAIN  CUSTOMERS 

Imagine  Publishing,  MTV 


PHILOSOPHY  Don't  give  people  a  reason  not  to  buy 
an  environmentally  sound  product. 


to  broaden  its  appeal  further  by  meeting 
with  more  architects  and  facilities  plan- 
ners and  by  contacting  furniture  dis- 
tributors to  sell  EcoWork  products  to 
the  home-office  market. 

Mention  recycled  furniture  and  many 
people,  particularly  baby  boomers,  con- 
jure up  images  of  old  World  War  II 
siu"plus  desks  or  nicked  and  scarred  cu- 
bicle panels — really  just  secondhand 
goods.  But  EcoWork  represents  some- 
thing else  entirely:  distinct,  modem  de- 
sign using  an  array  of  environmentally 
friendly  materials.  Steinberg,  who  con- 
siders himself  a  designer  first  and  an 
environmentalist  second,  has  been  cap- 
tivated since  his  student  days  by  the 
properties  of  "green"  materials,  such 
as  plastic  compounds  tinted  with  or- 
ganic dyes  and  recycled  pvc  (polyvinyl 
chloride)  from  old  tires.  He  crafted  his 
fii-st  EcoWork  setup  in  1995  for  a  small 
San  Francisco  multimedia  outfit.  Pineap- 
ple. Word  spread  like  cyberfire,  and 
customers  started  calling  him.  Then,  a 
1996  mention  in  Wired  magazine  elicited 
hundreds  of  calls  and  many  new  cus- 
tomers, including  MTV. 

Steinberg  and  Sul- 
lo sub.sequently  liired 
two  employees,  con- 
tracted with  a  local 
company  to  do  their 
manufacturing,  and 
liave  since  shipped  a 
couple  thousand 
workstation  units, 
which  typically  in- 
clude a  desktop, 
shelves,  and  sound- 
absorbing  panels. 
The  units  sell  for 
$1,400  apiece — about 
the  same  price  as  a 
conventional  work- 
station. But  since 
many  of  the  materi- 
als used  in  their  de- 
signs are  less  expen- 
sive than  virgin 
l^i'oducts,  that  means 
bigger  profits. 

Eg  can't  afford  to 
sell  single  units  yet 
because  of  prohibi- 
tive shipping  costs, 
but  Steinberg  hopes 
that  will  change  once 
they  get  into  office- 
furniture  stores. 

Virtually  every 
component  in  the 
EcoWork  line  has  an 
interesting  story. 
Take  the  cardboard 


workstations,  sound  pan- 
els, tables,  and  sfielving 
made  from  eco-friendly 
materials.  Average  cost 
for  workstation:  $1,400 


carpet-tube  legs,  which  Steinberg  ini- 
tially just  attached  to  table  tops  made 
from  nontoxic  laminate  surfaces.  Al- 
though the  legs  looked  cool,  the  paper 
began  to  unravel  on  some  of  them,  so 
now  Steinberg  paints  the  legs  with  a 
bright  glaze  and  dips  the  tips  in  recy- 
cled pvc  rubber.  That  sealant  prevents 
the  legs  fi'om  peeling  or  absorbing  mois- 
tui'e  but  doesn't  obsciu'e  the  cai'dboard's 
spiral  pattern.  Increasingly,  Steinberg 
is  making  conference-table  tops  from 
wheat  chaff,  a  hai^esting  byijroduct  that 
is  compressed  and  glued  into  "wheat- 
board."  Black  nibber  strips  made  from 
old  tires  create  a  clean,  pliable  edging 
for  his  table  tops. 

"Green"  office  ftirniture  is  so  new  on 
the  scene  that  marketing  data  are  scant. 
Howevej',  the  Washington-based  non- 
profit outfit  Green  Seal,  which  helps 
consumers  choose  environmentally 
friendly  products,  recently  surveyed  80 
office-furniture  makers.  It  found  that 
so  far,  only  Studio  Eg  offers  a  ftill  line 
of  "green"  office  products,  but  more 
manufacturers  are  using  some  recycled 
plastic  and  biodegradable  fabrics,  as  well 
as  designating  that  certain  woods  aren't 
cut  from  rain  forests. 
VISUAL  VACATION.  FiUTiitiu-e-design  con- 
sultants note  that  EcoWork  fits  right  in 
with  the  trend  of  designing  for  talented, 
creative,  youthful  employees  who  value 
cool  office  spaces.  At  Brisbane  ( Calif.  )'s 
Imagine  Publishing,  which  produces 
magazines  such  as  Mac  Addict,  Boot, 
and  PC  Gamer,  Steinberg's  brightly  col- 
ored EcoWork  workstations  complement 
the  publisher's  lime-green-and-blue 
walls.  Imagine's  facilities  manager,  Jill 
Culver,  finds  EcoWork's  furniture  both 
comfortable  and  visually  appealing.  The 
curved  tops  on  the  sound  panels  "look 
like  a  mountain  range,"  she  says. 

Durability  was  Kiistine  L.  Piiemer's 
biggest  concern.  Riemer,  the  project 
manager  for  planning  and  design  at 
Manhattan's  hyjjerkinetic  MTV  Networks, 
purchased  several  dozen  EcoWork  units 
for  the  staff,  who  tend  to  be  very 
young — and  hell  on  furniture.  "They 
write  on  walls,  they  put  stickers  on  ab- 
solutely evei-ything.  They  jump,  stand, 
and  dance  on  workstations,"  says 
Riemer.  But  a  year  later,  EcoWork's 
furniture  is  doing  fine. 

Studio  Eg  alsf)  does  some  planning 
and  space  design  for  its  clients,  and 
Sullo  has  a  graphic-design  consultancy 
which  incorporates  the  use  of  recycled 
papers.  But  Steinberg  says  that  build- 
ing EcoWork  is  their  top  prioiity.  As 
workstation  cubicles  become  ever-more 
ubiquitous  in  the  workplace,  he  just 
might  have  a  selling  point — office  fur- 
niture that  can  be  both  politically  cor- 
rect and  a  pleasure  to  behold. 

By  Joan  O'C.  Hamilton  in  Oakland 
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TURNING  SHOWER 
SCUM  INTO  GOLD 

A  radio  DJ  blitz  sent  tiny  Automation  Inc.'s  spray  soaring 


In  August,  1993,  Robeit  H.  Black  ex- 
perienced a  life-changing  event:  His 
wife  made  him  clean  the  shower.  He 
wanted  to  make  sure  it  would  be  the 
last  time.  "I  didn't  realize  what  a  nasty 
job  this  was,"  he  recalls.  "Being  an  in- 
ventor, I  invented  my  way  out  of  it." 

His  solution,  literally,  was  Clean 
Shower,  a  sjjray-on  liquid  whose  key  in- 
gredients include  a  food  ADVERTISING 

preservative.  Rather  than   

just  loosening  soap  scum  and  mildew 
for  easy  scrubbing,  it  creates  a  protec- 
tive barrier  against  "shower  soils."  If 
used  regularly  after  showering.  Black 
claims,  it  eliminates  the  need  to  scrub  a 
shower  stall  ever  again. 

In  the  past  12  months,  the  i)roduct 
has  cleaned  up  more  than  .$12  million  in 
sales  and  crept  up  on  market  leaders 
like  Dow  Chemical  Co.'s  Dow  Disinfec- 


tant Bathroom  Clean- 
er and  Clorox  Co.'s 
Tilex  Lemon  Soap 
Scum  Remover.  "It's 
causing  the  national 
brands  to  rethink  their 
product,"   says  Lisa 


THE  MIOAS 
TOUCH:  Blacl^ 
Limbaugh, 
and  Porter  ai 
WABC  radio] 


Woodward, 
spokesperson  for  Target  Stores. 
That's  a  coup  for  the  28-employ 
.Jacksonville  (Fla.)-based 
tomation  Inc.,  an  umbre 
company  for  Black's  various  inventior 
It's  especially  impressive  because  th 
did  it  with  a  mere  $1  million  ad  bu 
get— a  big  sum  for  a  tiny  startup  b 
only  5%  to  10%  of  what  big  playe 
typically  spend  on  a  national  produ 
rollout. 

To  do  the  job.  Clean  Shower  relied 
a  radio  advertisement  campaign  featu 
ing  the  ad  lib  endorsements  of  so 


ti 

i 
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1,000  radio  DJs,  from  local  jocks  to 
famous,  nationally  syndicated  person- 
alities Charles  Osgood  and  Rush 
Limbaugh. 

This  Cinderella  marketing  tale  began 
in  the  summer  of  1993,  when  Black, 
who  has  a  BS  in  chemistiy  and  graduate 
degrees  in  electrical  engineering  and 
business,  mixed  his  first  gallon  of  citiias- 
scented  Clean  Shower.  Friends  and  rel- 
atives tested  the  product.  "I  knew  I 
had  something  when  people  came  back 
and  were  veiy  aggressive  with  me,  say- 
ing, 'You  can't  let  me  run  out — you  don't 
understand,  I  don't  want  to  clean  the 
shower  anymore.' " 

FREE  SAMPLES.  Black  knew  how  to 
make  the  stuff  but  not  how  to  sell  it. 
After  failing  to  persuade  supeiTnarket 
brokers  to  move  the  unknown  product, 
in  late  1994  he  hired  a  public-relations 
agency  to  tell  his  story.  TV  news  re- 
ports on  Clean  Shower  landed  the  prod- 
uct in  120  Jacksonville  Winn-Dixie 
Stores  Inc.  outlets,  but  generated  only 
modest  sales.  In  one 
particularly  wacky 
moment,  Black  decid- 
ed to  enlist  a  fimda- 
mentalist  missionary 
to  dispense  samples 
at  a  beauty  parlor. 

His  first  big  break 
came  in  April,  1995, 
when  he  attended  a 
business  breakfast  in 
Jacksonville  and  got 
the  chance  to  pro- 
mote his  invention  to 
100  venture  capital- 
ists. Instead  of  mak- 
ing a  pitch  for  funds, 
Black  handed  out  free 
samples  and  suggest- 
ed buying  more  at 
the  local  Winn-Dixie. 
In  the  audience  was 
Paul  Porter,  a  real  es- 
tate developer  con- 
signed to  shower 
duty  during  his  wife's 
pregnancy.  Porter,  a 
former  utilities  exec 
utive,  says  he  tried 
Clean  Shower  for 
nine  days,  then  "went 
to  Bob's  office  at  7 
a.m.  and  didn't  leave 
until  I  owned  part  of 
the  company."  (The 
company  won't  dis- 
close the  stakes  of 
the  partners,  who  in- 
clude a  third,  silent 
one.) 


BUILDING  A 
HOUSEHOLD  NAME 

How  Clean  Shower  aims  to 
scrub  the  competition 

THE  PRODUCT  Invented  in  1993, 
Clean  Shower  removes  soap 
scum  and  mildew  without 
scrubbing. 

THE  CHALLENGE  Get  shelf  space 
and  beat  out  bathroom  clean- 
ers from  big-name  competitors 
such  as  Dow  and  Clorox. 

THE  PLAN  Get  1,000  DJs  and 
talk  hosts  to  use  Clean 
Shower  in  their  own  bath- 
rooms. Then  have  the  celebs 
ad  lib  endorsements  in  paid 
commercial  time. 

THE  RESULTS  Clean  Shower  gets 
coast-to-coast  attention  with 
spots  by  such  personalities  as 
Rush  Limbaugh  and  Charles 
Osgood.  New  chains  make 
!  ^  ^m  for  Clean  Shower  on 
tirji-  shelves.  Sales  build 
raj  J  "v. 

THE     m.  Expand  to  TV 
advertising.  Continue  to  build 
the  branc  lame  and  sales;  roll 
out  more  pr  -iducts,  creating  a 
new  category  ^or  labor-saving 
cleaning  products. 


Porter  contributed  marketing  know- 
how  and  used  a  family  connection  to 
get  Clean  Shower  into  Demoulas  Su- 
permarkets Inc.,  a  57-store,  Tewksbury 
(Mass.)-based  chain.  Armed  with  shelf 
space,  the  partners  tested  a  plan 
hatched  while  hstening  to  Jacksonville 
radio  hosts  "Ron  and  Ron."  Porter  said: 
"If  one  Ron  would  use  it  and  the  other 
didn't,  then  on  the  aii-  they  could  discuss 
the  difference  in  their  showers." 

Seeking  the  Boston  equivalent  of 
"Ron  and  Ron,"  the  partners  advertised 
on  the  show  of  popular  coed  morning 
talk  duo  "Clapprood  and  Whitley." 
Working  without  a  script,  "Whitley,  the 
male,  would  say,  T  got  stuff  gi'owing  in 
my  shower.  You  could  make  penicillin 
in  there,'"  recalls  Porter.  Then,  Clap- 
prood would  plug  Clean  Shower. 

Although  live  endorsements  ai'e  as  old 
as  radio,  the  intimate  foiTnat  was  the 
perfect  way  to  give  consumers  step-by- 
step  instnictions.  (Sciubbing  or  rinsing 
Clean  Shower  removes  the  protective 
film.  It  must  be  reap- 
plied regularly  after 
showers.)  And  listen- 
ers tend  to  tmst  theii- 
D.JS.  "Even  though  we 
know  D.JS  can  be 
bought,  we  want  to 
believe  what  this  per- 
son says  while  hawk- 
ing is  true  because  we 
want  to  believe  eveiy- 
thing  else  they  say  is 
true,"  says  Austin 
Howe,  a  partner  in 
the  Portland  (Ore.)- 
based  agency,  Radi- 
oland  Inc.,  which 
crafts  radio  ads  for 
such  clients  as  Nike, 
Coca-Cola,  and  E.  & 
J.  Gallo  Winery. 

The  strategy 
worked  wonders  in 
Boston.  "We  started 
selling  eight  cases  per 
store  per  week.  That's 
like  eight  times  our 
normal,"  says  Porter, 
who  says  he  visited 
more  than  1,000  d.js 
at  about  800  stations 
around  the  counti-y  to 
insist  they  try  the 
product.  "We  believe 
that  a  listener  can  tell 
when  a  radio  person- 
ality is  putting  you 
on,"  says  Porter.  Ini- 
tially, many  d,js  were 
skeptical — such  as 


GLEANING  UP 


SEPT.  '96 
A  MILUONS  OF  DOLLARS 
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Dick  Puitan  of  wumc-fm  oldies  radio 
Detroit.  "I  walked  away  from  the  pit 
thinking,  'I  doubt  this  stuff  will  work 
But  after  trying  the  product  himst. 
he  was  sold. 

As  more  djs  signed  on,  Black  ai 
Porter  foimd  the  ads  were  working  a 
too  well.  Stores  ran  out  of  Clean  Sho 
er  early  in  the  usual  four-week  ad  cyt 
leaving  customers  fioistrated.  So  Cle 
Shower  convinced  radio  stations  to 
them  stagger  their  four  weeks  of  a 
over  a  ten-week  period,  giving  stoi 
time  to  catch  up  to  demand. 
RUSH  SPOTS.  As  the  ads  played  in  ea 
new  mai'ket,  more  stores  began  to  car 
the  pr-oduct.  By  January,  1997,  Cleh 
Shower  had  landed  its  fir*st  national  r 
tribution  through  Target  Stores, 
reach  a  national  audience,  Limbaui 
was  hired  for  an  undisclosed  sum 
pr-omote  the  product  on  his  syndicati 
show.  Limbaugh,  who  concedes  he  ca 
use  it  in  his  mar'ble  bathrooms,  instep 
plays  the  testimonials  fr'om  pretapS 
callers.  The  results?  In  the  six  montjE 
since  the  Limbaugh  ads  began  to 
the  number  of  stores  selling  Cle[i 
Shower  has  doubled,  to  36,000  store; 

The  partners  have  increased  the 
budget  to  $3  million  next  year  as  th 
scramble  to  solidify  Clean  Shower's  ] 
sition  as  the  fir'st  preventative  shov 
cleaner-.  Summoning  even  more  celeb 
ty  power,  this  month  they'll  bri 
aboard  talk  jock  Don  Imus. 

Clean  Shower-'s  for-mula  r'ehes  up 
the  food  pr-eser-vative,  EDTA,  isopr'opyl 
cohol,  ionized  water;  and  a  "surfactai 
to  lift  soil.  Yet  every  chemical  react; 
needs  a  catalyst.  In  Clean  Showe 
case,  a  good  wor'd  fi'om  some  of  the 
tion's  biggest  mouths  may  be  the  mi 
potent  ingr-edient  of  all. 

By  Roy  Furchgott  in  Baltirm 


To  hear  Clean  Shower  ads,  visit  BW  Plus!  at 
www.businessweek.com  or  America  Online  a 
keyword:  BWEnterprise. 
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The  Merrill  Lynch  Performance  Difference 


With  Merrill  Lynch,  your  401(k) 
program  may  not  look  quite  like  any  other. 
But  it  will  fit  you  to  perfection. 

At  Merrill  Lynch,  your  401(k)  program  can  be  tailored  specifically  to  your  unique 
requirements.  We  can  help  you  develop  solutions  in  the  key  areas  of  401  (k)  program  design: 

Bundled  Services 

By  bundling  employee  benefit 
^1     and  record-keeping  services, 
you'll  gain  maximum  flexibility 
and  value  fiom  your  plan. 

Technology 

Merrill  Lynch  has  a  flexible  systems 
architecture.  And  we  are  committed  to 
investing  in  state-of-the-art  technology 
to  best  serve  you  and  your  employees. 

Investment  Management  Expertise 

Every  client  benefits  fiom  the  firm's 
highly  ranked  investment  manage- 
ment expertise  and  access  to 
~y  nearly  400  mutual  funds. 

Education  and  Communications 

^'S>v,  Merrill  Lynch's  award-winning 
education  and  communication 
programs,  built  upon  our 
financial  planning  and 
investment  expertise, 
are  proven  to  increase 
ii^^-,^plan  participation. 

For  more  information,  call 
Donna  Winn,  First  Vice  President, 
at  609-282-2233.  Because  there's 
a  big  difference  between  your  40 1  (k) 
planning  needs  and  everybody  else's. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


©1997  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Incorporated,  Member  SIPC, 
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PICK  A  CARD, 
NOT  ANY  CARD 

Suddenly,  there  is  plastic  aplenty.  So  choose  carefully 

i 


very  month,  it  was  the  same  te- 
dious routine.  Roger  Hendrix,  the 
I  owner  of  a  10-person  office-equip- 
ment dealersliip  in  Monroe,  N.  C,  had  to 
ferret  out  all  the  business  expenses  on 
his  personal  ci-edit  card  so  that  he  could 
reimburse  himself.  It  was 
a  complete  waste  of  time, 
so  in  1994  Hendrix  decided  to  simplify 
his  life  by  getting  a  commercial  credit 
card.  After  a  brief  search,  he  wound  up 
with  an  American  Express  Co.  charge 
card.  "As  far  as  I  could  tell,"  he  recalls, 
"it  was  the  only  option  out  there." 

Back  then,  the  choices  were  few  in- 
deed. Today,  it's  a  different  stoiy.  Cred- 
it-card issuers,  which  long  ignored  small 
businesses,  are  lavishing  attention  on 
them,  thanks  to  a  booming  economy  and 
a  maturing  market  for  personal  cards. 
MasterCard  Inteniational  says  the  num- 
ber of  issuers  offering  small-business 
cards  is  up  more  than  30%  in  two  years, 
with  the  total  approaching  200. 

Which  card  is  right  for  you?  It  de- 
pends on  what  kind  of  manager  you  are. 

If  you're  the  ty]je  who  canies  a  huge 
balance — in  effect,  using  the  card  as  a 
back-door  business  loan — then  you  want 
the  one  that  charges  the  least  interest. 
Just  don't  expect  to  get  anything  near 
the  prime  rate.  While  some  initial  teas- 
er rates  dip  into  single  digits,  it's  rare  to 
find  long-term  rates  below  15%.  "Quite 
fi'ankly,  there  is  not  as  much  competi- 
tion in  the  business-card  arena,"  says 
Michael  K.  Noles,  general  manager  for 
Advanta  Business  Cards. 
PERKS.  But  if  you're  using  the  card  as 
a  tool  to  run  your  business  bet- 
ter— to  help  track  expenses  and  T 
simplify  record-keeping  while  pay-  " 
ing  off  the  balance  each  month — there 
are  a  handful  of  national  cards  that  will 
do  the  job  at  a  modest  cost.  For  good 
measure,  they'll  throw  in  perks  such  as 
discounts  on  hotels,  restaurants,  air- 
fares, rental  cars,  overnight  delivery, 
and  office  equipment  (table,  page  16). 

Why  do  you  need  one?  For  starters, 
a  commercial  card  is  fairer  to  your  em- 
ployees, who  no  longer  have  to  put  com- 
pany expenses  on  the  family  credit  card. 
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That's  not  just  a  matter  of  convenience 
to  them;  some  lenders  interpret  a  high 
credit-card  balance  as  a  warning  signal 
that  the  person  is  not  creditworthy.  At 
Minneapolis-based  TestWare  Associates 
Inc.,  a  software-testing  company,  an  em- 
CREDIT  CARDS     Ployf/^ed  his"  card  so 

  much  for  busmess  travel 

that  he  had  a  hard  time  getting  a  mort- 
gage. "We  actually  had  to  go  and  write 
statements  that  said  these  expenses 
were  business-related,"  says  President 
Karen  Bishop-Stone,  who  signed  up  for 
a  commercial  card  shortly  aftenvard. 

As  for  your  business,  a  commercial 
card  can  provide  greater  control  over 
spending.  Besides  listing  each  transac- 
tion, some  issuers  will  give  you  quar- 
terly or  even  monthly  reports  that 
break  down  spending  by  employee,  cost 


category,  and  vendor — invaluable  d^ 
when  it  comes  to  budgeting.  i 
Another  intangible  benefit  is  that|6 
company  card  helps  your  business  |^ 
tablish  a  credit  history.  Pay  your*  bje 
regularly,  and  a  lender  is  more  likely : 
make  you  a  traditional  loan  at  more 
vorable  rates,  says  Shelley  EhiTnan,  vij 
president  for  commercial-card  servii 
at  NationsBank  Coip.  in  Chai-lotte,  N 
HOLD  THE  TWINKIES.  IVue,  there's 
ways  the  risk  an  employee  will  iwi 
vrith  the  cai'd  at  Tiffany's  or  simply 
out  to  be  a  deadbeat.  In  most  cas  . 
though,  you  can  have  his  or  her  ca; 
pulled  vrithout  canceling  the  entii-e  col^ 
pany  accoimt.  And  some  issuers  will  C(  • 
er  up  to  $15,000  in  imauthoiized  chai'g- 
Often,  these  problems  can  be  avoic^ 
by  setting  limits  on  balances  and  ty])es^' 
expense.  Some  cai"ds  get  even  more  sp- 
cific.  Fu'st  USA  Paymentech  offers  "fl^^t 
cards"  designed  to  help  manage  costs  ^ 
vehicles.  They  come  with  a  built-in  "aii 
Twinkie"  feature  designed  to  Umit  wit 
can  be  bought  at  the  Mobil  minimart  : 
things  that  fuel  the  car,  not  the  drive 
Which  is  the  best?  While  no  sinffi 
caixl  is  right  for  eveiyone,  ovei'all  costs 
most  likely  youi'  main  concern  if  you  cai| 
a  balance.  So  we  ranked  nationally  | 
sued  cards  based  on  an  analysis  givi^ 

WATCH  THAT  BALANCE 

While  some  initial  teaser  rates  dip 
into  single  digits,  it's  rare  to  find  a 
card  with  long-term  rates  below  15/ 


THERE'S  NO  BETTER  PLACE 
TO  GROW  IN  THE  SOUTHWEST. 


If  the  Southwest  is  on  your 
list  for  expanding  or  relocating 
^our  business,  then  Arizona 
should  be  right  at  the  top  of  that 
list.  Greater  Arizona  has  the  loca- 
tions, amenities  and  people  you 
need  to  grow  and  prosper. 

Uncongested  interstate  high- 
5vays  and  rail  lines  provide  access 
:o  the  lucrative  California  mar- 


ket, the  growing  Southwest  and 
Mexico.  Operating  costs  are 
highly  competitive. 

There's  quality  infrastructure, 
a  right-to-work  environment,  a 
motivated  work  force,  special    '  ' 
incentive  programs  for  relocating 
businesses,  and  an  unequaled 
lifestyle. 

More  and  more  companies 


are  locating  or  expanding  in 
Arizona,  which  leads  all  the 
Southwestern  states  in  such 
growth. 

To  give  your  company  the 
climate  it  needs  to  grow,  start 
by  giving  us  a  call.  - 

Arizona 

Departmejit  of  .Commerce  , 


ARIZONA.  CONSIDER  THE  POSSIBILITIES.  CALL  1-800-528-842L 
e-mail:  chobseaz@ep, state. az. us  home  page:  http://www.state.az.us/commerce' 


It's  perfect  for 
the  workplace. 
Especially  if  you 

work  for  the 
space  program. 


Introducing  the  NEC  Direction"  PC. 
The  latest  in  cutting-edge  technology  from  NEC. 

With  features  lil<e  satellite  technology  and  remote  *(;Internet 
access,  the  Direction  system  clearly  wasn't 
designed  for  ordinary  computer  users.  After  all, 
these  highly  sophisticated  systems  represent 
the  next  phase  in  PC  technology.  Which  is 
precisely  the  kind  of  advancement  people  have 
come  to  expect  from  NEC.  So  call  one  of  our 

System  Consultants  today.  They'll 
help  you   decide   which  Direction 
system  is  right  for  you  eej 
and  then  ship  it  to  you 
immediately.  Whether 
it's  to  Houston  or  any-  pentium»I[ 
where  else. 


Why  NEC  Now? 

The  security  of  partnering  with  a  company  itnown  for 
its  technological  innovations. 

The  flexibility  of  ordering  direct  or  through  a  reseller. 
The  expertise  of  System  Consultants. 
The  immediate  availability  of  competitively 
priced  products. 

The  resources  of  one  of  the  world's    h~vj  E  dZ 


gest  cotnputer  companies. 


997  NEC  Computer  Systems  Division,  Packard  Bell  NEC,  Inc.  NEC,  Versa,  and  MultiSync  are  registered  trademarks;  VersaBay,  ESM  and 
■  >ss5800  uie  trademarks,  and  UltraCare  is  a  service  mark  of  NEC  Corporation,  all  used  under  license.  Direction  and  MagicEye  are  trademarks 
and  X  NOW  ii  a  service  mark  of  Packard  Bell  NEC,  Inc.  Leasing  based  on  typical  36-month  lease  with  purchase  option.  Other  lease  options  may 
be  available.  Leasing  arranged  by  third  party  leasing  company  to  qualified  customers.  Prices  do  not  include  shipping  or  applicable  sales  tax,  are 
valid  in  the  US  only  and  are  subject  to  change  without  notice.  Products  and  specifications  are  subject  to  change  without  notice.  Microsoft,  Windows 
and  Windows  I'JT  are  registered  trademarks  of  Microsoft  Corporation.  The  Intel  Inside  logo,  LANDesk  and  Pentium  are  registered  trademarks  and 
MMX  is  a  traderriark  of  Intel  Corporation.  All  other  trademarks  are  property  of  their  respective  owners.  'Maximum  download  speeds  are  limited 
to  53Kbps.  Actual  speeds  may  vary.  Uploads  travel  at  speeds  up  to  28.8Kbps.  U.S.  Robotics  x2  modems  require  x2-compatible  analog  phone  line 
and  x2-capable  service  provider  See  wvmv.usrcom/x2  for  details.  Integrated  modems  included  in  Versa  2700  series  notebooks  are  designed  to  allow 
faster  downloads  only  from  K56  flex  compliant  digital  sources.  See  www.lucent.com/micro/K56flex  for  details. 


"The  Direction  topped  all  five  of  the 
Pentium  [processor]  233  with  MMX 
[technology]  systems  in  our  recent 
roundup  by  at  least  4  percent."  . 

-c/m-t,  .-tz/.i.'.  5,  1997 


NEC  Direction  PCs  A  new  direction  ill  cutt'm^-edfH'  technology. 


Common  Features:  Minitower  or  Desktop  Tool-Less  Chassis  •  512KB  L2  Cache  •  24X  max 
Variable  Speed  CD-ROM  •  3.5"  Floppy  Drive  •  Microsoft*  Windows'-  95  and  MS  Office  97 
Small  Business  Edition  •  2  USB  Ports  •  Integrated  Yamaha  Sound  •  Microphone  • 
Palmrest  Keyboard  and  Microsoft  IntelliMouse"  •  3-Year  Limited  Warranty  with  1-Year 
On-Site  Service 


Direction  SPL300 
(Limited  availability) 

'  300MHz  Pentium'  II  processor 

'  128MB  SDRAM 

'  8.4GB  Ultra  DMA  Hard  Drive 

■  Number  Nine  Revolution  3D  AGP, 

8MB  WRAM 
'  Altec*  Lansing  ACS-410  Speakers  with 

ACS-251  Subwoofer 
'  Yamaha  Wavetable  Audio 

Iomega*  Zip  Drive 

U.S.  Robotics*  x2  "  56Kbps* 

Capable  Modem 

DVD  Drive 

Microsoft  Flight  Simulator  98 
Microsoft  CART 

Microsoft  Sidewinder"  3D  Pro  Joystick 
DirecPC  Satellite 

NEC  LCD2000  20.1"  Flat  Panel  Display 
(20.1"  viewable) 


$12999 

Code  #05031 


Direction  Add  Ons: 

*  DirecPC  Satellite  Dish,  add  $299 

*  U.S.  Robotics  x2  56Kbps*  Capable 
Modem,  add  $119 

*  DVD  Drive,  add  $339 

*  2  Years  On-Site  Service  (with  purchase 
of  system),  add  $59 

*  3  Years  On-Site  Service  (with  purchase 
of  system),  add  $99 


Direction  SPL300 

'  300MHz  Pentium  II  processor 

'  32MB  SDRAM 

'  4.3GB  Ultra  DMA  Hard  Drive 

'  Number  Nine  Reality  334  AGP,  4MB  SGRAM 
'  Altec  Lansing  ACS-90  Speakers 
'  U.S.  Robotics  x2  56Kbps* 

Capable  Modem 
■  NEC  C550  15"  Monitor 

(13.8"  viewable) 
'  NEC  C700"  17"  Monitor 

(16"  viewable),  add  $219 
'  Iomega  Zip  Drive,  add  $99 


$2199 

Bus.  Lease:  $81/mo.  Code  #05036 


Direction  SPL266 

'  266MHz  Pentium  II  processor 
32MB  SDRAM 

4.3GB  Ultra  DMA  Hard  Drive 

Number  Nine  Reality  334  AGP,  4MB  SGRAM 
Altec  Lansing  ACS-90  Speakers 
U.S.  Robotics  x2  56Kbps*  Capable  Modem 
NEC  C550  15"  Monitor  (13.8"  viewable) 
NEC  C700  17"  Monitor  (16"  viewable), 
add  $219 

Iomega  Zip  Drive,  add  $99 


$1999 

Bus.  Lease:  $74/mo.  Code  #05037 


NEC  Versa  5000  Series  Ultra-thin,  ultm-iiiilitweifTht,  nltm-imi'eifnl. 


Common  Features:  PC  97  Compliant  •  PCI  Bus  Architecture  with  NeoMagic  128-bit  3D 
Graphics  Accelerator  •  2MB  EDO  DRAM  Video  Memory  •  Full  Motion  and  Full  Screen 
MPEG-1  Video  Support  •  32-bit  CardBus  Support  •  USB  Port  •  Zoomed  Video  Support  • 
Integrated  16-bit  Stereo  Sound  •  Full-size  Keyboard  •  UltraSlim  VersaBay  Accepts  Warm 
Swapping  of  CD-ROM,  Floppy  Drive  and  Weight  Saving  Module  (all  included)  •  Back  Infrared 
Port  •  Lithium  Ion  Battery  •  Software  Bundle  including  MS  Windows  95,  McAfee  VirusScan, 
LapLink  •  1-Year  Free  UltraCare'"  Service  with  Option  to  Upgrade 


Versa  5060X 

'  166MHz  Pentium  processor  with 
MMX™  technology 
13.3"  XGA  Active  Matrix  TFT 
Color  Display 

32MB  EDO  DRAM  (BOMB  max) 
3.2GB  Hard  Drive 

20X  max  Variable  Speed  CD-ROM 
Upgrade  to  64MB  RAM,  add  $299 
2nd  Lithium  Ion  Battery,  add  $199 
UltraCare-"  Extended  Service,  add  $99 


Versa  5060 

•  166MHz  Pentium  processor  with 
MMX  technology 

•  12.1"  SVGA  Active  Matrix  TFT  Color  Display 

•  16MB  EDO  DRAM  (80MB  max) 

•  2.1GB  Hard  Drive 

•  20X  max  Variable  Speed  CD-ROM 

•  Upgrade  to  32MB  RAM,  add  $159 

•  U.S.  Robotics  x2  XJACK*  56Kbps*  Capable 
Modem,  add  $159 

•  Versa  PortBar  "  5000  with  lOBase-T,  add  $249 
*VersaNote'"  Ballistic  Nylon  Compact  Carrying 

Case,  add  $59 


$3599  $2999 

Bus.  Lease:  $130/mo.  Code  #V5062  ^^^^H  Bus.  Lease:  $lil/mo'.  Code  #V5068 


Call  now  for  immediate  delivery 
from  our  factory. 


Dept.  No. 
BE640A 


-888-8-NEC-NOW 

388-863-2669)         WWW.necnow.com  Mon-Fri  8am-8pm  EST 
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the  heaviest  weight  to  interest  rates,  with 
lesser  weight  assigned  to  annual  fees,  late 
charges,  and  minimum  payments. 

On  that  basis,  American  Express  Gold 
Corporate  Optima  is  No.  1.  At  15.4%,  it 
had  one  of  the  lowest  rates  (calculated  as 
prime  plus  6.9%),  with  no  annual  fee  for 
up  to  nine  cards.  It  comes  with  a  teaser 
rate  of  8.9%  for  six  months.  Discounts  in- 
clude 15%.  off  Heitz  cai-  rentals  and  up  to 
20%  off  UPS  shipping.  You  also  get  a 
monthly  breakdown  of  expenses,  a  de- 
cided advantage  over  rivals  that  send 
reports  only  quarterly  or  annually. 

If  you  run  a  substantial  balance. 


Buyer's  Guide 


though,  you'll  probably  want  the  mnner- 
up,  First  USA  Paymentech  Visa.  It  boasts 
the  lowest  interest  rate — prime  plus  6.4 
points  (cuirently  14.9%).  In  practice,  that 
saves  you  $200  a  year  in  interest  on  a' 
$40,000  balance.  Credit  limits  range  as 
high  as  $250,000.  By  contrast,  the  Optima 
card  tops  out  at  $50,000.  There's  a  $25 
annual  fee,  but  you  can  get  a  no-fee  ver- 
sion if  you  expect  to  charge  more  than 
$10,000  a  year  or  rack  up  more  than 
$100  in  finance  charges.  Discounts  cover 
travel,  as  well  as  eveiyday  items  such  as 
office  supplies  and  business  services,  but 
your  expense  breakdown  comes  only 


once  per  quarter.  (AmEx  offers  comi- 
rable  perks  on  its  coi-jDorate  charge  c^i. 
in  return  for  a  $55  annual  fee,  but  yoiie 
not  allowed  to  cany  a  balance.) 

That's  a  far  cry  from  the  skin.y 
small-business  offerings  of  a  just  a  i  - 
years  ago.  Clearly,  the  issuers  are 
nally  giving  credit  where  credit  is  d 

By  Mie-Yun  Lee,  editonal  directoi 
BuyersZone  (ivivw.huyerszone.com), 
Boston 

More  information  on  this  story  can  be  found 
BW  Plus!  at  www.businessweek.com  or  on 
America  Onlme  at  key^wrd:  BWEnterprise. 


What's  in  the  Cards 

Credit  cards  for  small  business  offer  a  menu  of  options.  Here's  a  sampling  of 
leading  national  cards,  ranked  in  order  of  most  favorable  terms* 


NAME  OF  CARD/ 

PHONE  # 


AKNUAL 

PER-CARD  FEES 


INTEREST 
RATE 


MANAGEMENT 
REPORTS 


SPECIAL 
FEATURES 


AMERICAN  EXPRESS 
GOLD  CORPORATE  OPTIMA 

800  782-2377 


No  fee  for  0-9  cards 


15.4%  l\^onthly 


15%  off  Hertz  rentals, 
10%-25%  off  Hilton  hotels, 
10%-20%  off  UPS  delivery 


FIRST  USA  PAYMENTECH 
BUSINESS  CARD 

800  881-3166 


$25/year 


15  Quarterly 


Discounts  on  office  supplies,  copy 
services,  software  purchases/training, 
airfares,  car  rentals,  and  publications 


FIRST  UNION  VISA 
BUSINESS  CARD 

800  704-0883 


$20/year 


15.5 


Quarterly 
Quarterly 


FUNMiles  program  for  discounts  on 
air  travel  offered  at  an  additional 
cost 


ADVANTA 
BUSINESS  CARD 

800  705-7255 


None  for  first  year; 
otherwise  1,  $30/year;  each 
card  thereafter  $20/year 


15.5 


20%  discounts  at  selected 
restaurants  nationwide 


BANK  ONE 
BUSINESS  CARD 

800  346-5538 


I-  3,  $45/year;  4-10,  $40/year; 

II-  24,  $35/year;  25-49, 
$30/year;  50-k,  $25/year 


15.4  Quarterly 


5%  off  lowest  Avis  promotional  rate; 
10%  off  Alphagraphics;  20%  rebate 
on  Transmedia  dining;  discounts  on 
hotels 


GE  CORPORATE  PLUS 
VISA  CARD 

800  438-2583 


1-9,  $45/year;  10-99,  $25/year; 
100+ ,  $15/year 


15.7 


2-9  cards 
quarterly; 
10+ 

monthly 
Monthly 


3%  rebate  at  Exxon,  5%  on  air  travel 
through  the  GE  Corporate  plus  Travel 
Center;  discounts  on  office  products, 
overnight  delivery,  computer  leasing 


U.S.  BANK  VISA 
BUSINESS  CARD 

800  796-4650 

AT&T  UNIVERSAL 
BUSINESS  CARD 
800  682-7759 

NATIONSBANK  VISA 
BUSINESS  CARD 

800  538-8788 

BANK  OF  AMERICA 
BUSINESS  CARD 

800  300-3084 


1-5,  $45/year;  6-24,  $40/year; 
25-h,  $30/year 


15.9 


Northwest  Airlines  frequent-flyer 
miles  offered  through  related  card 


1  at  no  charge/year;  up  to 
4  additional  at  $20;  above  5, 
each  additional  card  at  $5/year 


17.9  Yearly 


10%  discount  on  calling-card  calls 


1-5,  $45/year;  6-49,  $35/year;  18.4  Yearly 
50-99,  $25/year 


None 


flat  rate  of  $25/year  for  basic 
card:  '-24,  $45/year;  25-49, 
$40/y.  ic;  50-99,  $35/year; 
with  management  reports 


19.65     Basic  20%  discount  off  standard  rates 

yearly;  on  Hilton,  Conrad  Internationa!, 

otherwise  and  Vista  Hotels 
monthly 


'  The  weighted-average  cost  analysis  takes  into  account  the  ,  iterest  rate,  annual  card  fees,  late-payment  fees,  returned  check  fees,  and  the  minimum  amount  that  must  be  paid  off  the  balance  per  monti 

DATA:  BEACON  RESEARCH  INC.,  BUSINESS  WEEK 
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INTRODUCING 
THE  NO-WORK 
NETWORK 

No  matter  how  small  your  business,  it  can  still  give  you  big  headaches. 
Employee  productivity,  customer  service,  cash  flow  can  be  the  difference  between  a  going  concern 
.         "  and  going  out  of  business. 

A  computer  network  can  help  by  enabling  you  to  share  information,  files,  and  resources  such  as  a  printer. 
And  it  con  boost  productivity  by  almost  70%! 

:■:       .  ^ 
Novell  IntranetWare"  for  Small  Business  makes  it  possible.  J 

'  We  pioneered  PC  networking. 

And  we've  created  a  network  solution  just  for  small  business. 
IntronetWore  for  Small  Business  is  the  no-work,  no-worry,  hassle-free  answer  to  your  networking  questions. 
And  you  don't  have  to  be  a  rocket  scientist  to  use  it.  It  practically  installs  itself. 
And  with  the  Novell  Easy  Administration  Tool — NEAT'— it  practically  manages  itself,  too, 
in  one  self<ontained,  human-friendly,  intuitive  package. 
And  unlike  the  costly  one-size-fits-all  alternatives,  IntronetWore  for  Small  Business  is  the  inexpensive  poy-as-you-grow  solution, 

so  you  can  odd  new  users  one  at  a  time. 
If  you've  never  had  a  network — or  if  you're  using  NetWare-  3  right  now — 
IntronetWore  for  Small  Business  con  improve  your  work — without  increasing  your  workload. 
www.novell.com/intranelware 

Novell 


i  N  T  It  A  N  E  T  W  A  R  E 
FOR  SMALL  BUSINESS 
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'I 


fechnology 


OUT  OF  THE  BOX 
AND  ONTO  THE  NET 

New  no-frills  'on-ramps'  are  godsends  for  small  business 


Architect  Steven  Lopez,  who  dou- 
bles as  the  computer  systems 
chief  for  his  Los  Angeles  archi- 
tectural and  engineering  firm, 
knew  fii'sthand  the  business  benefits  of 
Internet  access:  E-mail  for  the  cost  of  a 
local  phone  call  and  a  pipeline  to  the 
Net's  vast  information  storehouse.  But 
when  Lopez  wanted  to  bring  the  com- 
pany's 55-employee  office  online,  he 
knew  it  wouldn't  he  cost-effective  to  re- 
peat his  own  setup  of  modem,  dedicated 
phone  line,  and  individual  account  with 
CompuServe  Inc. 

The  other  option  he  knew  of — taking 
advantage  of  the  firm's  local-area  net- 
work, or  LAN,  to  hook  everyone  up  to 
the  Internet — would  require  two  pieces 
of  hardware:  a  communications  sei-ver 
known  as  a  gateway  and  an  E-mail 
server,  along  with  software  such  as 
browsers  for  each  computer.  Lopez,  a 
vice-president  at  Fields  Devereaux  Ar- 
chitects &  Engineers,  calculated  that 
the  capital  investment  for  this  Internet 
"on-ramp"  system  would  nm  $7,500  to 


$8,000  and  could  pay  for  itself  in  a 
year's  time,  simply  by  reducing  the  com- 
pany's use  of  messengers,  faxes,  and 
overnight  mail.  Fuithei-more,  the  month- 
ly expenses — fees  for  one  Internet  Ser- 
vice Provider  (iSP)  business  account  and 
a  high-capacity  isdn  phone  line — would 
run  about  $190. 

Lopez  quickly  persuaded  his  fii-m  to 
invest  in  the  Internet  on-ramp  equip- 
ment. But  fortunately,  INTERNET 

he  played  poker  first.   

There,  at  his  monthly  game,  he  met  a 
computer  engineer  from  a  company 
called  i-Planet  and  learned  about  a  new 
alternative  that  could  bring  all  the  em- 
ployees online  much  more  cheaply. 

The  result  was  the  business  equiva- 
lent of  a  royal  flush.  Lopez  tested 
i-Planet's  $2,500  Surf  &  Mail  Gate- 
way— one  easy-to-use  box,  not  much 
bigger  than  a  vcR,  that  would  allow 
all  the  computers  in  his  network  to 
communicate  with  the  Internet.  When 
i-Planet's  product,  aimed  squarely  at 
the  small-business  market,  was  rolled 


out  last  Aug 
Lopez's  firm  becf 
one  of  the  first  customers. 
Today,  about  50  Fields  Devere 
employees  connected  to  the  firm's 
are  sending  E-mail  and  surfing  the 
with  just  one  high-capacity  phone 
and  ISP  account.  Best  of  all,  Lopez  s 
"It  worked  the  fu'st  time  I  plugge 
in."  What's  more,  administration 
have  been  virtually  nil.  The  chea 
system,  by  Lopez's  conservative 
mates,  will  pay  for  itself  in  less 
six  months.  Ii'onically.  the  most  ti 
consuming  activity  was  getting  the 
phone  line. 
BASIC  SYSTEM.  Affordable,  easy  In 
net  access  for  networked  small 
nesses.  Could  it  be?  Yes.  Over  the  ] 
year,  a  handful  of  companies  have 
gun  selling  low-budget  Internet 
ramps,  and  more  products  are  expei 
soon.  These  devices  offer  a  no-frills 
lution,  by  and  large,  to  managing  j 
office's  Internet  traffic.  True,  they  c 
be  customized  like  the  more  expen 
^QQ£g^     gateway    and  E-i 

  servers  that  Lopez 

priced.  But  they're  much  easier  tc 
stall  and  adequate  for  most  small 
erations.  Those  pricier  systems, 
duced  by  Cisco  Systems  Inc.,  3( 
Corp.,  and  other  top  network  hardv 
vendors  for  the  corporate  mar 
range  from  $4,000  all  the  way  u] 
$35,000  for  high-end  models.  As  a  ] 
they're  too  complex  to  install  witl 
an  outside  consultant. 

Contrast  that  with  the  new  loW' 
options:  About  $2,000  to  $6,000  payi 
an  on-ramp  device  that  will,  at  n 
mum,  combine  an  E-mail  and  conur 
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ET  A  NEW 


printer 


Jr. 


THE^'^COST  OF 


NEW 


paper 


Do  you  wish  your  printouts  looked  smarter? 
That  your  colors  were  brighter?  Before  you  think 
about  changing  your  printer,  perhaps  you  should 
try  changing  your  paper  instead.  Alter  all,  a  printer 
is  only  as  good  as  the  paper  it  prims  on. 

Hammermill  paper  has  the  qualities  yoiii 


primer  needs,  especially  whiteness  and  smoothness. 
VVhilene.ss  lets  vour  colors  come  out  bright,  never 
dull.  Smoothness  liel|)s  docmnenls  look  clean 
and  sharp.  .So  beiore  you  go  i  iishing  out  to  buy  a 
new  prinlei,  try  upgratling  the  primei  you 
have  with  Hanunermill  paper. 


For  free  samples  and  information, call  1-800-242-2148  or  go  /o  www.hammerniillpaper.com  international^)! 
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cations  server,  according  to  analyst 
James  Staten  at  Dataquest  Inc.,  a  San 
Jose  (Calif.)  market  research  firm.  For 
an  even  cheaper  alternative,  there  are 
products  that  tie  small  office  networks 
to  the  Internet  for  $1,000  or  less — minus 
the  capabilities  of  an  E-mail  server. 
While  they  still  let  you  send  E-mail 
over  the  Internet,  they  lack  some  of 
the  cost-saving  featLU*es  a  server  offers, 
such  as  the  abihty  to  set  up  and  manage 
all  your  usei's'  mailboxes  from  your  own 
office  instead  of  paying  extra  for  the 
ISP  to  do  it. 

"VERY  NEW  MARKET."  Even  as  small 
businesses  begin  to  flock  online,  most 
still  are  unaware  of  these  new  devices. 
"It's  a  very,  very  new  market,"  says 
Staten,  who  predicts  that  by  yearend 
just  5,700  of  these  new  server-type  on- 
ramps  will  be  shipped  to  small  busi- 
nesses. Some  of  these  products  are  so 
new  you  can't  even  find  them  at  com- 
puter retailers.  Most  ai'e  now  being  sold 
either  directly  by  the  vendors  or 
through  business-to-business  channels, 
such  as  value-added  resellers  and,  in- 
creasingly, by  ISPS  themselves.  But, 
many  vendors  say,  expect  to  see  these 
boxes  in  the  stores  in  the  next  six 
months. 

Some  of  the  new  products  work  only 


Technology 


with  a  server-based  LAN,  such  as  Nov- 
ell Inc.'s  widely  installed  NetWare  sys- 
tem. But  some  low-end  ones  work 
without  a  network  server.  These  will 
provide  shared  Internet  access  to  the' 
simplest  type  of  network — a  so-called 
peer-to-peer  LAN,  which  is  a  gi'oup  of 
PCs  physically  linked  together  with  a 
cable.  (They  must  be  equipped  with 
Internet-ready  operating  systems,  such 
as  Windows  95,  Windows  NT,  and  all 
Apple  Macintoshes  running  System 
7.5.3  or  later.) 

While  it's  hard  to  go  wi'ong  at  these 
prices,  consider  both  your  budget  and 
your  company's  needs.  As  you  go  into 
the  costlier  models,  priced  at  $1,700  or 
more  (table),  you're  likely  to  get  better 
E-mail  management.  Below  that,  you'll 
be  buying  a  system  without  an  E-mail 
server — a  poor  idea  if  you've  got  10  or 
more  employees  or  send  a  lot  of  interaal 
E-mail.  As  a  bonus,  some  of  the  devices 
on  the  market  will  automatically  con- 
figui'e  all  the  PCs  on  your  network  to  be 
Intei'net-ready. 

Of  course,  all  these  new  loM'-end,  no- 
fiills  on-i'amps  have  their  drawbacks, 
and  analysts  expect  cheaper  prices  and 
more  options  as  big  companies  leap  into 
the  market.  The  firewalls  in  current 
models,  while  adequate  for  most  small 


businesses,  won't  ward  off  a  deteiTniid 
hacker,  warns  Mesquite  (Tex.)  netwn: 
ing  consultant  James  E.  Gaskin.  Alsi 
you  buy  one  of  the  higher-end  mo(i 
that  lets  you  host  your  own  Web  s 
you'll  probably  want  a  leased  phone  1 ; 
to  handle  traffic  to  the  site. 

If  you  have  an  existing  Web  site 
siding  on  an  isp's  server,  moving  it  i 
be  arduous.  Alan  Wasserman,  a  Deti 
lawyer  who  also  serves  as  de  facto  ci; 
puter  chief  for  liis  15-attoiTiey  finn,  F|i! 
Zausmer,  found  he  had  to  do  major  f 
progi-amming  of  the  film's  complex  A' 
site  when  he  shifted  it  to  his  new  $3, 
InterJet  200  ft'om  Whistle  Communi 
tions.  Once  the  move  was  accomplisl: 
however,  he  was  more  than  happy  w 
the  arrangement. 

Despite  their  limitations  and 
prospect  of  new  products  down 
road,  experts  say  there  are  plentyi 
reasons  to  buy  an  Internet  on-i-amp ' 
vice  now.  "For  small  companies,  it 
wonderful  solution,"  says  San  Franc 
computer  consultant  Dan  Knox. 

When  it  comes  to  Internet  accn 
small  business  has  suddenly  been  cU. 
a  winning  hand.  Play  it  and  get  y 
office  online  and  up-to-date  in  no  tk 
at  all. 

By  Stephev  G.  Davis  in  New  Y\ 


On-Ramps  on  the  Cheap 


Just  a  handful  of  vendors  sell  affordable,  easy-to-install  products  that  let  multiple  PCs  connect  to  the  Internet. 
Not  all  of  them  meet  the  purest  definition  of  "plug  and  play,"  but  they  at  least  strive  for  it.  Here's  how  some 
leading  under-$3,000,  small-biz-oriented  models  stack  up.  Some  are  available  only  through  value-added 

resellers  or  Internet  service  providers. 


PEER-TO-PEER 


LOCAL  E-MAIL 
SERVICE  &  ACCOUNT 


INCLUDES  AUTOMf 
CLIENT-CONFIGUH 


PRODUCT 

PRICE 

VENDOR 

PHONE/URL 

LAN  OK 

MANAGEMENT 

PROGRAMS 

INTERNET 
WORKGROUP  HOB 

$350 

Linksys 

714  261-1288 
www.linksys.com 

Y* 

N 

N 

WEBRAMP  m 

$440 

Ramp  Networks 

888  726-7638 
www.rampnet.com 

Y 

N 

Y 

635  NETOPIA 
INTERNET  ROUTER 

$1,100 

Farallon 

Communications 

510  814-5100 
www.farallon.com 

Y 

N 

N 

TEAM  INTERNET 
Ti-9001 

$1,700 

Apexx  Technology 

800  767-4858 
www.apexxtech.com 

Y 

Y 

Y 

INTERJET  100 

$2,000 

Whistle 

Communications  Inc. 

888  494-4785 
www.whistle.com 

Y 

Y 

Y** 

IPS  SURF  AND 
MAIL  GATEWAY 

$2,500 

i-Planet  Inc. 

408  745-1500 
www.i-planet.com 

Y 

Y 

N 

EXTEN8NET  INTERNET 

ACCESS  SERVER  1200A 

$2,200 

Extended 
Systems  Inc. 

800  235-7576 
www.extendedsystems.com 

Y 

Y 

Yt 

INSTAKT  INTERNET 
001081088 

$2,500 

Bay  Networks 

:  800  784-4638 
;  www.instant.net 

Ntt 

Y 

N 

I  *For  Intel-based  client  PCs  only 

**automated  ISP  setup  also  tseml-automated  ISP  setup  also  tt  for  iPX-based  LANs,  like  Novell's  Netwaresystem,  only 
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Jp  a  live  update  for  thousands  every  week. 


So  does  Norton  Antivirus'.' 


ek,  Tom  King's  CompuTalk'  geek-free  radio  program  updates  thousands  of 
on  the  best  stuff  in  computers.  And  every  week,  Tom  updates  his  antivirus 
Dn  with  Norton  AntiVirusT  "Thanks  to  LiveUpdate,  Norton  Antivirus 
cally  updates  itself  on  the  Web  with  a  click  of  a  mouse.  So  we're  always 
d.  And  that's  important  because  over  200  new  viruses  are  whtten  every 
Join  the  thousands  of  computer  users  who  protect  themselves  with 
Antivirus.  Download  a  trial  version  of  the  new  Norton  AntiVirus  4.0  at 
Tiantec.com.  And  get  antivirus  protection  that's  always  up-to-date. 


©  3  X 

AntiVirjusI 

■  Vtnji  piatKMn  too 
wall  VBOttni.  ^ 

■^ii.»f,i,.ia(-f*-.^i'rfrffl 

SYMANTEC. 


!  for  the  viruses  you  have  today  and  the  new  ones  you  will  face  tomorrow. 

For  additional  product  information  or  employment  opportunities  visit  us  at  www.symantec  com  In  tiie  U  S,,  call  1-800-822-6417  ext.  9NA18  In  Canada,  call  1-800-365-8641. 
itralia,  call  02-9850-1000.  In  Europe,  call  31-71-535-3111.  Symantec  and  the  Symantec  logo  are  U  S,  registered  trademarl<s  and  Norton  Antivirus  and  LiveUpdate  are  trademarks  of 
Symantec  Corporation,  All  other  brand  names  and  trademarks  are  the  property  of  their  respective  owners.  ©1997  Symantec  Corporation,  All  rights  reserved. 
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People 


HE'S  ONE  DETERMINED 
SEW-AND-SEW 

Anthony  Hankins  just  might  turn  his  $40  million  fashion  house  into  the  next  Claiborne 

His  Dallas  studio  may  look  like  an 
overstocked  toy  store,  but  fashion 
isn't  child's  play  for  designer  An- 
thony Mark  Hankins.  Despite  such  ju- 
venile props  as  a  bathroom  with  a  Mick- 
ey Mouse  theme  and  a  collection  of 
ENTREPRENEURS    '^-OOO  dolls,  and 
  despite  his  of- 
ten-manic manner,  the  28-year-old  en- 
trepreneur is  dead  serious  about  his 
bustling  clothing  business.  "There's  no 
reason,"  he  declares  without  a  hint  of 
.\        I-  modesty,  "why  Anthony  Mark 
\  y       I  i  Hankins  cannot  be  as  big  as  Liz 
\  \      1 1  Claiborne  or  Tommy  Hilfiger." 

He  has  a  way  to  go.  Antho- 
ny Mark  Hankins  Inc.  did  $40 
million  in  sales  last  year,  com- 
pared to  $2.2  billion  for  Clai- 
lini-ne,  the  career-clothing  gi- 
ant, and  $661  million  for 
sportsweai"  stai'  Hilfiger.  Still, 
that's  not  too  shabby  for  a 
company  that  was  started 
just  thi'ee  years  ago. 
More  than  1,000  stores  car- 
Hankins'  moderately  priced  de- 
from  classy  retailers  such  as 
Nordstrom  and  Marshall  Field  to  Sears 
Roebuck  and  Target  Stores,  which  aim 
at  the  mass  market. 
He   has   his  own 
show  on  the  Home 
Shopping  Network. 
And  he  has  even 
gone  global.  A  deal 
with  the  U.  S.  Anny 
&  Air  Force  Ex- 
change Service  put 
his  label  into  PXs 
around  the  world. 
"I'm    not  big-big 
yet,"  he  says  wdth  a 
laugh,  "but  give  me 
two  years." 

Hankins'  boasts 
are  underpinned  by 
a  produLi  that's  al- 
most as  stj-iking  as 
his  ambitions:  styl- 
ish, affordable  sepa- 
rates that  women 
can    wear  nearly 


signs. 


ANTHONY  MARK 

EDUCATION  1986' 
tute,  Brooklyn,  N.Y. 
Ecole  de  la  Chambre  Syndicale  de 
la  Couture  Parisienne,  Paris 

FASHION  INFLUENCES  Willi 
Smith,  where  he  served  as  an 
intern  in  1986;  Homer  Layne,  in- 
ternship in  1987;  Yves  Saint  Lau- 
rent, where  he  interned  1988-90 

CAREER  1990-92:  quality  control 
inspector,  J.C.  Penney  Co.,  1992- 
94:  in-house  fashion  designer,  J.C. 
Penney 

COMPANY  Anthony  Mark  Hankins 
Inc.,  founded  June,  1994;  1996 
revenues:  $40  million;  employees: 
4;  licensing  agreements:  17 


GUY  AND  DOLLS:  Mci/siveur  cold  fragrances  are  next 


anywhere.  In  vivid 
reds,  yellows,  and 
fuschias,  liis  designs 
come  in  sizes  4 
through  26 W  (de- 
pending on  style), 
and  $125  will  buy  a 
complete  ensemble 
of  jacket,  blouse, 
and  pants.  At  these 
prices,  customers 
get  rayon  instead 
of  silk,  and  elastic, 
not  fitted,  waist- 
lines (but  not,  he 
insists,  clothing 


made  in  sweatshops — though  65%  ol 
made  abroad.)  "Many  designers 
ashamed  to  put  theii-  names  on  anyl 
less  than  $200,"  he  says.  "Not  me." 
"KING  OF  HEARTS."  Hankins  puts 
only  his  name  but  his  smihng  fac 
every  clothing  tag.  And  that's  the 
ond  secret  of  his  success:  market! 
personaUty  as  exuberant  as  his  des 
A  tireless — some  say  shameless- 
promoter,  he  once  appeared  in  a  Ve 
tine's  Day  promotional  kit  as  "The 
of  Hearts,"  complete  with  crovml 
long  red  robe.  "He's  willing  to  k| 
on  all  doors  to  get  an  audience,"! 
Lisle  Budden,  senior  vice-preside! 
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based  Focus  Ap- 

Group  Inc. 
manufactures 
f  his  designs. 
Michael  C. 
iy,   a  Home 
ng  Network 
ive:  "He's  just 
fie  talent,  with  this 
jvable  personality 
ikes  everybody  just 
m." 

dns  learned  early  on  how  to  com- 
)r  attention  as  the  youngest  of 
children  in  working-class  Eliza- 
i.J  He  began  sewing  at  seven, 
5,  stitching  up  his  first  creation 
mother,  Mary,  who  proudly  wore 
wedding — crooked  seams  and  all. 
he  bought  a  sewing  machine  with 
ived  from  a  summer  job,  and  by 
hoo\,  Hankins  was  designing  band 
IS  and  prom  dresses, 
r  studying  design  at  New  York's 
[nstitute,  he  realized  a  lifelong 
by  enrolling  in  France's  most 
ious  fashion  school,  the  Ecole  de 
mbre  Syndicale  de  la  Couture 
nne.  Typically,  the  financially 
id  Hankins  managed  to  achieve 
I  by  enlisting  the  support  of  oth- 
ifore  going,  he  pestered  a  local 
on  reporter  into  doing  a  story 
quest,  hoping  that  the  publicity 
spur  someone  to  invest  in  his  so- 
■iomeone  did,  sending  him  an  air- 
ket  the  day  after  the  story  was 
up  by  the  Today  Shoiv.  To  this 
inldns  says,  he  doesn't  know  who 
lor  was. 


for  knitweai-  designer  Acbienne  Vit- 
tadini,  and  began  spinning  entre- 
preneurial plans.  Having 
watched  other  fashion  rockets 
sputter  because  they  lacked 
>  basic  business  savvy,  Hank- 
ins made  an  unusual  move. 
He  signed  on  with  J.  C.  Penney  Inc. 
as  a  quality  control  inspector  in  Los 
Angeles.  When  calling  on  vendors, 
he  would  seek  their  advice  on  how  to 
start  and  run  a  business.  On  factory 
iloors,  he  talked  with  workei*s  about  how 
to  boost  productivity  and  hold  down 
costs.  "The  whole  time  I  was  in  L.  A.,  I 
was  taking  notes,"  Hankins  says. 
PENNEY  ANTE.  Eventually,  he  pitched 
Penney  executives  on  making  him  theii- 
fii'st  in-house  designer.  Although  they 
fii'st  turned  down  the  21-year-old  up- 
start, he  didn't  go  away.  Instead,  after 
seeking  the  advice  of  managers  who 
had  helped  him,  he  refined  his  customer 
profile  and  juiced  up  his  presentation 
for  a  second  try,  casting  himself  as 
someone  who  could  develop  Penney's 
plans  for  a  line  of  African-American 
fashions.  He  also  added  puppets  and 
Barbie  dolls  wearing  his  designs.  This 
time,  he  made  a  sale.  "That  was  pure 
Anthony,"  says  Bruce  Ackerman,  a  for- 
mer Penney  executive  who  serves  as 
CEO  of  Hankins'  firm.  "He  never  takes 
no  for  an  answer  when  he  knows  the 
right  answer  is  yes." 

By  1994,  Hankins  says,  he  had  decid- 
ed he  was  ready  to  move  on.  He  wanted 
to  expand  beyond  the  designs  he  had 
been  doing,  which  were  targeted 
primarily  at  African-American 


CE  IS  RIGHT:  Hankins  sells 
iish,  affordable  separates 
[uen  can  wear  practically 
where-with  complete 
lembles  for  under  $125 


abroad,  Hankins  snagged  a  living 
and  an  internship  at  Yves  Saint 
t,  his  boyhood  idol.  Christophe 
director  of  the  couture  house  of 
Yves  Saint  Laurent,  says  the  AJ- 
3om  couturier  I'egulai'ly  helps  out 
students  from  modest  back- 
s.  Girard  recalls  Hankins,  who 
ids  him  show  catalogs,  as  "a  bull- 
.  a  volcano.  Very  ambitious,  very 
icated . . .  mad  about  fashion." 
ther  Americans  have  done  before 
inkins  concluded  there  were  limits 
narket  potential  of  garments  cost- 
much  as  $20,000  apiece.  In  1990, 
med  to  New  York,  went  to  work 


customers. 
"Why  should 
we  pigeon- 
hole our- 
selves?" he 
asks.  But 
when  he  left 
the  company, 
in  May  1994, 
he  didn't  leave 
empty-handed. 
With    him  went 
Ackerman,    a  37- 
year  Penney  veter- 
an, and  an  exclusive 
one-year  licensing 


contract  with  his  former  employer-.  That 
Penney  ante  helped  Hankins  capitalize 
his  own  fledgling  company  a  month  later. 
(Hankins  owns  60%  of  the  fii-m,  Acker- 
man, 30%,  and  a  silent  partner,  10%.) 

Last  February,  Hankins  landed  a  deal 
with  another  merchandising  mammoth, 
Penney's  archi'ival  Sears.  His  signature 
line  of  career  sportswear  is  currently 
sold  in  100  stores,  and  Sears  plans  to 
double  that  number  by  the  end  of  next 
year.  "He's  a  very  good  business  part- 
ner," says  Lana  Cain,  vice-president  of 
Sears'  ready-to-wear  and  intimate  ap- 
parel division,  who  praises  him  for  dis- 
playing "so  much  energy  and  so  much 
passion  for  the  business."  At  Penney, 
however,  the  passion  is  no  longer  mu- 
tual. A  spokesman  says 
the  retailer  dropped 
Hankins'  line  not 
long  ago  because 
"There's  a  lack  of 
demand  for  it." 

Maybe  so,  at  Pen- 
ney— but  that  has 
hardly  been  the  case  at 
the  Home  Shopping 
Network,  where  Hank- 
ins started  his  monthly 
TV  appearances  last 
year.  "Our  customers  really  respond  to 
him,"  says  Crowley,  the  network's  vice- 
president  of  merchandising.  "Every  time 
he's  on,  he  doubles  the  [estimated  sales] 
numbers." 

Soon,  Hankins  hopes  to  charm  an  even 
wider  audience.  This  fall,  he'll  launch  his 
own  line  of  dolls  on  Home  Shop- 
ping Network,  and  introduce  his 
home  furnishings  and  jacket  lines 
,  in  retail  stores  starting  with 
Sears.  Next  yeai;  look  for  men's 
I  clothing  and  fragrances,  a  pos- 
sible  expansion   into  South 
Africa,  and  maybe  even  a  syndi- 
cated TV-talk  show.  His  autobiog- 
raphy, tentatively  titled 
"Fabric  of  Dreams,"  is 
due  out  in  March  fi-om 
E.P  Button. 

Hankins,  of  course, 
is  ah-eady  gazing  be- 
yond those  mercan- 
tile   horizons.  "I 
won't  be  satisfied 
until  I'm  as  well 
known  as  Calvin 
Klein    or  Ralph 
Lauren,"   he  as- 
serts. Considering 
what  Anthony  Mark 
Hankins  has  achieved 
before  reaching  30,  such 
dreams  are  by  no  means 
spun  from  whole  cloth. 
By  Stephcmie  Anderson 
Forest  in  Dallas,  with  bu- 
reau reports 
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Sure  our  computers  con  rui 
0  billion  dollar  multinotionl 

But  con  they  run  a  neighbt 


Assisting  customers  to  achieve  worldwide  presence 
is  one  thin^j.  But  helping  a  neighborhood  pizzeria  sTiip  deep- 
dish  pies  all  across  the  country,  now  that's  a  real  challenge. 
This  is  the  puzzle  Compaq  faced  when  we  undertook  the 
job  ot  bringing  Lou  Malnati's  Priority  Pizza  business  out  of 
the  paper-and-pencil  age  and  into  the  computer  age. 

Our  challenge  was  to  set  up  a  cost-eftective  order- 
processing  system  appropriate  tor  a  small  business,  one 
that  could  grow  along  with  America's  insatiable  desire 
for  a  better  pizza.  To  accomplish  this,  Compaq  and  Data 
Connections  (a  local  reseller)  customized  a  computer 
system  that  helped  Lou  Malnati's  speed  up  their  turn- 
around time  on  orders,  while  providing  the  latitude  to 
accommodate  fluctuating  seasonal  demands.  In  addition, 
the  system  could  also  send  out  reminders  to  Lou's  key 
customers,  while  managing  payroll  and  developing 
creative  materials. 

The  return  on  this  investment  was  realized  in 
the  first  year  Lou  Malnati's  saw  their  orders  grow 
25%,  allowing  them  to  move  their  business  from 
a  house  to  a  larger  office  space.  But  il  you  really 
want  to  experience  firsthand  how  effective  Compaq's 
small  business  solutions  can  be,  preheat  your  oven  to  350" 
and  call  1-800-LOU-TO-GO.  For  your  local  reseller, 
visit  www.compaq.com/smb.  For  additional  infor- 
mation, call  1-800-869-6875  and  learn  what 
Compaq,  the  world's  leading  computer  seller, 
can  do  for  you  over  pepperoni  and  anchovies. 

I 
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ENTERPRISE 


DOWNTIME 


Give  a  Little, 
Get  a  Lot 

VOLUNt£IR  WORK  WILL  ENRICH  YOU. 
IT  WON'T  BE  BAD  FOR  BUSINESS.  EITHER 


YOU  would  think  Elaine 
Sosa  is  too  busy  for  vol- 
unteer work.  After  all, 
the  owner  of  Javawalk 
spends  seven  days  a  week 
taking  visitors  on  eclectic 
walking  tours  of  San  Francis- 
co's sites  and  coffeehouses. 
When  Sosa  isn't  touiing,  she's 
testing  new  routes  or  strug- 
gling to  find  advertisers  for 
Javawalk  guide  maps. 

Nevertheless,  Sosa  cuts 
out  early  twice  a  week  to  be 
the  volunteer  leader  of  a 
"conversation  gi"oup"  for  for- 
eign students  studying  Eng- 
lish at  the  University  of  Cal- 
ifornia at  Berkeley.  She  blows 
half  a  day  when  she  decides 
to  do  a  field  trip — and  money 
too,  because  the  school  won't 
cover  the  cost.  But  Sosa,  39, 
plans  to  keep  teaching.  "It's 
very  fulfilling,"  she  says. 

It's  not  bad  for  business, 
either.  Sosa's  Berkeley  con- 
tacts have  yielded  a  gi'ovdng 
list  of  international  connec- 
tions and  press  coverage  for 
•lavawalk,  not  to  mention 
word-of-mouth  publicity  fi-om 
students  who  talk  her  up  at 
home.  The  result:  a  steady 
stream  of  new  clients,  includ- 
ing the  university.  It  signed 
Javawalk  to  take  internation- 
al visitors  on  tours  of  the 
city — up  to  20  people  per 
month  at  $1.5  each. 
GRAVY  TRAIN.  Like  other 
small-business  owners,  Sosa 
says  she  carves  out  time  to 
volunteer  because  she  enjoys 
it.  "Wliat  I  get  for  volunteer- 
ing in  terms  of  direct  new 
business  for  Javawalk  is 
gravy,"  .she  says.  But  helping 
others  can  bring  bottom-line 
benefits,  too,  including  new 
ideas,  new  connections,  and 


new  contracts.  Volunteering, 
in  fact,  has  become  a  staple 
of  small-business  growth 
plans  and  how-to  books,  and 
trade  gi'oups  say  their  mem- 
bers have  taken  it  to  heart. 
For  instance,  the  National 
Foundation  for  Women  Busi- 
ness Owners  estimates  that 
78%  of  women  proprietors — 
about  6.2  million  of  them — 
do  unpaid  work.  Susan  Pe- 
terson, the  gi'oup's  chair;  says 
owners  view  it  as  a  good  way 


to  develop  ties  to  the  com- 
munities they  depend  on. 

Take  Rose  and  Fiod  Beals. 
The  owners  of  TRC  Staffing 
Services  Inc.'s  two  San  Diego 
offices  noticed  welfare  refonn 
was  bringing  in  new  job-seek- 
ers, but  many  seemed  unpre- 
pared for  office  work  or  had 
a  poor  work  ethic.  The  solu- 
tion? The  Beals  dedicate  30 
hours  a  week  between  them 
to  hosting  motivational  work- 
shops on  job-hunting  in  com- 


munity training  centers 
churches.  The  Beals  estin 
they've  found  and  placed  Ot 
workers. 

"My  wife  and  I,  of  cou 
wanted  to  give  back  to 
community,"  says  Rod  Btl 
48.  But,  he  adds,  "my  : 
sons  for  volunteering 
somewhat  selfish.  If  I  ni 
someone  a  better-prepak 
candidate,  I  can  comman 
higher  fee  for  that  ten: 
rary's  service." 
HEALTHY  GLOW.  One  of  tl 
was  Sandra  Richey,  who 
tended     a    Beal  led 
aiTanged  by  the  National 
ban  League  earlier  this  V;: 
"He  said,  'If  you  wanti 
work,  I  have  jobs  and 
show  you  how.' "  She  as]  >,. 
to  be  a  secretary,  but  R; 
found  her  a  more  lucra: 
sales  job  with  an  indusv 
air  and  gas  company.  1 
she  told  her  sister  and  l)i 
er-in-law  about  the  Beals,  l 
he  placed  them,  too.  h 

The  Beals  earn  a  fee  el 
to  about  10%  of  the  teiB 
salary,  but  the  rewards  gam 
yond  the  financial,  he  s^^ 
"Have  you  ever  seen  tlic  i 
in  a  young  person's  eye  \\ 
the  light  comes  on  and  tlit  l 
nally  get  it?  You  feel  1: 
you've  really  saved  sonipi 

Just  because  you're  ( 
ing  with  charities,  dfni'i 
sume  they  won't  pa\-.  1 
at  Nan  Hawthorne,  45,  (i\ 
of  Sound  Volunteer  Man 
ment.  Not-for-profit  ui  ' 
pay  her  Seattle  compan.t 
r-ecruit,  train,  and  mar'p 
volunteer  help,  but  - 
can't  afford  her  servi(  i  ~ 
Hawthome  does  a  lot  nl 
bono  work — and  finds  tluo 
ten  leads  to  paid  work. 

Last  spring,  for  insta 
she  led  a  free  workshoj 
volimteer  management  fo 
cal  charity  leaders.  A 
days  later,  a  participant  sii  n 
her  to  do  a  half-day  seir  i 
for  a  regional  conferenc  3 
the  American  Limg  Assn  ) 
which  she  got  her  usual  I 
houriy  fee.  In  fact,  Hawtl^  v 
says  about  25%  of  her  \! 
enue  can  be  traced  to  '< 
bono  work.  By  any  mea.'  e 
that's  time  well  spent. 

By  Beverly  Hall  Lam 
in  New  York 


The  Rewards  of  Virtue 

Volunteer  work  can  also  pay  off  as  part  of  your  business  strategy.  Some  examples: 

TACTIC 

BENEFIT 

JOIN  A 
BOARD 

Networking 

Sometimes  getting  appointed  is  as  simple  as  asking.  Choose  a  group  whose 
members  might  yield  business  information  and  contacts,  or  teach  new  skills. 

BE  A 
MENTOr 

Promotion      Sharing  your  knowledge  with  students  or  newcomers  makes  you  more  visible  in 
and  recruiting  your  industry  and  community — and  gives  you  a  chance  to  recruit  new  talent. 

RUN  A 
WORKSHOP 

Marketing 
intelligence 

The  attendees  are  potential  customers.  Direct  selling  is  frowned  on,  but  you'll 
learn  about  their  needs,  new  markets,  and  how  to  position  yourself. 

DATA  101  WAYS  TO  PROMOTE  YOURSarBI  RALEIGH  PINSKEY  (AVON  BUSINESS  BOOKS) 
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Two  weeks 

I  heard  of  Adobe  PageMill. 

bday,  the  whole  world 

has  heard  about  me. 

et  the  whole  world  hear  about  youi-  business,  too.  It's  easy  to  build  your  business  on-line  with  Adobe"  PageMill  "  software. 

Just  drag  and  drop  text  and  images  into  place,  and  watch  your  Web  pages  take  shape  before  youi-  eyes. 
You  don't  have  to  know  HTML  to  get  that  professional  look.  ~~  And  for  a  limited  time,  Adobe  PageMill  also  comes 
Adobe  Photoshop*  LE  —  plus  Bonus  Web  Content  with  more  than  I,000  ready-to-use  images,  sounds,  animations, 

and  more.  All  for  just  $99  —  Windows"  or  Macintosh.  Don't  wait  another  minute  to  start 
building youi- business  on  the  Web.  Call  us  at  I-8oO-4n-8657'  extension  32806 

Adobe 

or  visit  oui"  Website  at  www.adobe.com/special/pagemill/smbusiness/  If  you  can  dream  it,  you  can  do  it." 

Adobe  PageMill    Thefastest,  pnsipsf  way  fn  gptj)our  h\  1  si r> ess  nn  thp  Web.  \ 

©1997  .Adobe  Systems  Incorporated.  Adobe,  the  Adobe  logo.  PageMJI.  the  PageMill  logo.  Photoshop,  and  "If  you  can  dream  ii,  you  can  do  ii"  are  irademarks  of -Adobe  Systems  Incoqjoratcd.  ! 
Windows  IS  either  a  trademark  or  a  roistered  trademark  of  Microsoft  Corporation.  Macintosh  ls  a  trademark  of  Apple  Computer.  Inc..  registered  in  the  US.  and  other  countries,  j 
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When  ii  i  omcs  lo  issues  of  401  (k)  iftirenient  protrraiiis,  put  ilif  stit'iifjjlli  and  stability  of  Tht-  Harltorcl  to  work  tor  you.  From  customized  Si 


—  \^  w    -I  -  '  ^  '      .  ...  1^  I 

Suitcmcni.s  to  knowli  (ls;c,il)lf  Instalkition  Teams,  The  Hartford  offers  sei"vices  tliat  help  educate  employees  about  a  wide  spectrum  of  retirer 
issues  and  concerns.  (lonsec|U(  nil\,  the  more  lliev  know,  tlie  fewer  questions  vou'll  have  to  answer.  Wliich  means  you  can  finally  replace  all 
paperwork  on  vour  desk  with  what  rijfhlfullv  belongs  diere:  your  feet 


Tj 


r i  ny-  It  On. 


Hartfo] 


e  Corporation 


EPRENEURS 


ESSONS  FOR 
IE  TUTORS 

in  Learning  Systems'  fast  rise  leads  to  growing  pains 

more  than  a  bit 
lie  that  Douglas  L. 
;ker  and  R.  Chiisto- 
r  Hoehn-Saric  have 
e  leaders  in  the 
ion  business.  The 
reneui's  built  Balti- 
ased  Sylvan  LeaiTi- 
'stems  Inc.  into  a 
ovider  of  tutoring 
testing  services, 
either  graduated 
ollege.  Hoehn-Saric 
d  out  of  Johns  Hop- 
niversity  in  his  se- 
!ar.  Becker  made  it 
harvard  University 
iver  got  around  td 
ng.  Instead,  they 
3d  on  a  launch  of 
wn  business. 

bet  has  paid  off 

After  that  initial 
e,  as  well  as  a  few 
,  Becker,  now  31, 
Hoehn-Saric,  34, 
t  Sylvan  in  1993 
;hen-ailing  Kinder- 
Learning  Centers 

just  five  years,  ae- 
ons and  partner- 
have  helped  them 

Je'and  fasteTt-^ow-  scheiTies  wheR  most  of  their  peers  were 

mpanies  in  educa- 
ylvan  controls  some 
irning  centers  that 
school-age  children 

past  six  months,  a  few  operational 
glitches  in  the  testing  business  have  left 
some  customers  fuming.  But  most  ob- 
servers are  betting  that  Becker  and 
Hoelin-Saiic,  who  share  the  title  of  cliief 
executive  officer,  can  work  through  such 
problems.  "Growing  pains  like  this 
should  be  expected,"  says  Morgan  Stan- 
ley's Nadel. 

But  even  while  the  duo  hustles  to 
work  out  the  kinks,  demand  for  their 
product  remains  high.  Education  in  the 
U.S.  is  going  through  a  powerful  shift, 
with  more  services  being  delivered  by 


Sylvan's  whiz  kids  were  hatching  business 


worried  about  lining  up  prom  dates 


co-CEOs  BECKER  AND  HOEHN-SARIC 

lUI  CIl 

I  the  countiy.  It  also  has  a  fast- 
ig  business  administering  profes- 
and  academic  tests,  including  the 

used  Graduate  Management  Ad- 
n  Test  (gmat).  Morgan  Stanley, 
Witter,  Discover  &  Co.  analyst 

A.  Nadel  thinks  Sylvan  will  rack 

II  million  in  sales  this  year,  up 
$30  million  when  the  company 
Dublic  in  1993.  Net  income  should 
i  million,  vs.  a  loss  in  1993. 
V,  Sylvan's  whiz  kids  have  to 
they  can  run  a  big  company  as 
iSfully  as  they  built  one.  In  the 


the  for-profit  sector.  "We  want  to  be 
the  source  of  all  types  of  educational 
content  throughout  people's  school  and 
professional  careers,"  says  Hoehn-Saric. 

Becker  and  Hoehn-Saric  were  hatch- 
ing ambitious  business  schemes  when 
most  of  their  peers  were  worrying 
about  prom  dates.  The  two  met  in  1982 
while  working  at  a  Baltimore  Computer- 
Land store.  Becker  was  still  in  high 
school  and  a  budding  computer  geek; 
Hoehn-Saric  had  just  started  at  Johns 
Hopkins.  Their  first  invention,  an  iden- 
tification card  that  used  an  embedded 
computer  chip  to  store  a 
person's  medical  history, 
was  bought  by  Blue  Cross 
and  Blue  Shield  of  Maiy- 
land  in  1985  for  several 
million  dollars.  "We  didn't 
think  it  would  actually 
work,"  Becker  says  with 
a  laugh. 

BIG  BREAK.  They  put  theii- 
riches  to  work  investing 
in  a  series  of  small  busi- 
nesses, from  software- 
training  programs  to  beef 
processing.  In  1990,  they 
bid  for  Sylvan,  owned  by 
then  debt-ridden  day- 
care opei'ator  KinderCai'e. 
KinderCare  agreed  to  a 
joint  venture,  giving  Beck- 
er and  Hoehn-Saric  a  50% 
stake.  The  duo  bought  the 
I'est  in  early  1993. 

Almost  immediately, 
Becker  and  Hoehn-Saric 
saw  ways  to  capitalize  on 
Sylvan's  franchised  net- 
work of  tutoring  centers. 
They  won  a  contract  with 
testing  giant  Educational 
Testing  Service  to  deliver 
computerized  versions  of 
exams.  Today,  ets  repre- 
sents about  10%  of  Syl- 
van's revenue.  Thanks  in 
part  to  acquisitions,  in- 
cluding its  $75  million  pur- 
chase of  main  rival  Drake 
Prometric  in  1995,  testing  makes  up 
more  than  half  of  sales. 

Becker  and  Hoehn-Saric  have  also 
found  creative  ways  to  capture  some 
public-school  dollars.  In  1993,  they 
struck  a  deal  with  Baltimore's  public- 
school  system  to  open  Sylvan  centers 
in  a  few  of  the  city's  schools  to  help 
students  improve  their  reading  and 
math  skills.  Federal  funds  earmarked 
to  help  disadvantaged  students,  known 
as  Title  I  funds,  pay  for  most  of 
the  centers.  Today,  Sylvan  has  cen- 
ters in  590  schools  and  plans  to  open 


Do    you    really    have    time    for  downtime? 


With  businesses  becoming  more  dependent  on  technology 


by  the  day,  there's  never  a  good  time  for  a 


server  to  go   down.   Which  is   why  at  HP 


we've  engineered  our  legendary  reliability 


■  Netserver  Lx  Pro      1  u  t  o   o  u  r   Intel    Pentium    Pro  p  r  o  c  e  s  s  o 


based  Net  Servers.  The  result?  Maximum  uptime.  With  a 


host  of  features  like  a  redundant  power  supply,  memory 


scrubbing  to  decrease  accumulated  errors,  hot-swap p able 


drives,  unattended  Automatic  Server  Restart. 


and  even  redundant  fans  that  protect  against 


PENTIUM  PRO 


overheating,  HP  NetServers  can  actually  reduce  downtime. 


Because  in  today's  fast-paced  business  world,  most 


people  don't  even  have  time  for  lunch,  let  alone  downtime. 


www.hpresource.com/drire  or  1-800-533-1333,  ext.  2360 


HEWLETT 
PACKARD 


The  Corporation 


more.  "They  are  here  to  sup- 
plement, not  supplant,  the 
public-school  system,"  says 
Steven  0.  Bailey,  principal  of 
Philadelphia's  FitzSimons  Mid- 
dle School. 

SNAFUS.  For  all  their  entrepre- 
neurial success,  however,  the 
question  Sylvan's  wunderkinds 
face  is  how  well  they  can  man- 
age the  much  bigger  company. 
Customer-service  problems  have 
developed  in  recent  months.  In 
October,  when  Sylvan  rolled  out 
its  computerized  (;mat,  it  failed  to 
set  up  enough  computer  tenninals 
in  Manhattan,  leaving  potential  test- 
takers  stranded.  The  National  Associa- 
tion of  Securities  Dealers  has  com- 
plained that  software  glitches  were 
delaying  and  even  causing  the  cancella- 
tion of  Sylvan-supervised  testing  and 
training  sessions.  Hoehn-Saric  acknowl- 
edges that  the  company  has  had  some 
operational  glitches  and  adds  that  Syl- 
van has  worked  quickly  to  resolve  them. 

Sylvan  is  also  grappling  with  new 
competition.  Washington  Post  Co.'s  Kap- 
lan Educational  Centers  is  expanding 
its  learning  centers  and  plans  to  have 
100,  up  fi"om  the  cuirent  35,  by  the  end 


of  1998.  "Sylvan  hasn't  faced  a  lot  of 
competition  from  well-funded  competi- 
tors," says  Kaplan  President  and  ceo 
Jonathan  Grayer  "That  will  change." 
Sylvan  also  faces  a  crowded  market  for 
professional  testing  and  certification. 
Corporate  customers  Novell  and  Lotus 
Development,  which  contract  with  Syl- 
van to  administer  tests  to  people  who 
want  to  be  certified  as  pros  in  their 
software,  have  started  taking  some 
business  to  Sylvan's  nvals,  such  as  Vir- 


tual University  Enterpriss. 

Still,'  Becker  ad 
I.  Hoehn-Saric  are  hal- 
I  ly  slowing  down.  H'l- 
'  ing  to  focus  on  straj- 
gic  planning,  they  hte 
added  three  execs  o 
run  day-to-day  ope 
i;  tions.  And  while  tl 
open  some  50  Sylv:. 
Learning  Centers  a  ytr, 
:  they  are  also  hunting  ir 
'  new  ways  to  leverse 
;'  theii"  network.  One  proni- 
'  ing  project:  a  partnersp 
with  National  Geogi'a]* 
Society  to  offer  educatiu ; 
and  entertainment  aft 
school  programs.  They* 
also  hitting  global  marks, 
gearing  up  to  roll  out  ets's  Test  of  E  r 
hsh  as  a  Foreign  Language  (toefl) 
its  testing  network. 

Becker  expects  Sylvan  to  have  a  f 
role  when  ets  computerizes  the  Schol- 
tic  Aptitude  Test  (sat).  "This  busin 
vrill  get  even  bigger  as  more  people  ^ 
'I'm  ready  to  jump  to  computeilzed  ta 
ing,' "  says  Becker  He  and  Hoehn-Stjc 
will  be  waiting. 

By  Amy  Barrett  in  Baltini 


Short-term  fever? 


hy  B.Grady 

Oh  you've  got  it  alright.  Between  the 
sandwich  you  downed  on  the  freeway 
to  make  that  meeting  on  the  opposite 
side  of  the  city,  and  the  mad  dash  home 
to  catch  enough  of  Tommy's  soccer 
game  so  as  not  to  be  late  for  Bridget's 
ballet  recital,  you're  knee-deep  in  it. 
^eJco/ne^^^  the  ^^^^^'^  v>/ovW. 


thinking  that  powers  every  other  facet 
of  your  life  has  finally  driven  into  your 
investment  psyche.  But  let's  remember 
why  you  invested  in  the  first  place:  for 
tomoiTow.  It's  a  long-teirn  goal.  That's 
why  there's  a  straightforward  long-term 
discipline  behind  evei^  Kemper  Fund. 
So  ^^at     s/iort-term  ^^^^ 


HERE'S  A  LONG-TERM 
BREAKTHROUGH. 


^^^''^iie  y,Oc^  ^•'•^''  v^'^'^V 

\Y  hy  it's  that  Kemper  Funds  long-tenii 
line  again.  Uh...  where  were  we'?  Oh 
yeah.  Well,  with  experts  nervous  about 
how  the  market  can  continue  to  hit  new 
highs,  it's  no  wonder  the  short-term 

7  couldn't  sit  through  my 
favorite  sitcom  for  more  than 
five  minutes...!  couldn't  even 
bring  myself  to  order  slow- 
roasted  chicken." 


ride  , 
_)vng  out  % 

of  aif  active  market  is  what  Kemper's 
been  doing  for  neariy  50  years  now  — 
in  a  world  that's  become  increasingly 
short-term  focused.  If  their  long-term 
discipline  can  cut  through  an  everyday 
scenario  this  easily,  imagine  what 
Kemper  Funds  can  do  for  your  poitfolio. 

Ask  your  financial  advisor  about 
the  long-term  thinking  behind  Kemper 
Funds.  Or  call  1  -888-Kemper-7  ext.  9 1 6 
or  visit  www.kempercom 


put! 


KEMPER  FUNf 

Long-term  investing  in  a  short-term  or 

For  a  prospectus  containing  more  complete  infoil 
including  management  fees  and  expenses,  call  Km 
Please  read  it  carefully  before  investing  or  sBi 
money.  ©  1997  Zurich  Kemper  Distributoil)' 
A  member  of  the  ©ZURICH  Group  K'' 
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Clarify 

www.clarify.com 

CNF  Transportation  Inc. 

www.cnt.com 

Comdisco 

www.comdisco.com 

Compaq 

www.compaq.com 

Control  Data 

www.cdc.com 

Dana  Commercial  Credit 

www.dana.com/dcc 

Digital  PC 

www.windows.digital.com 

Diners  Club  International 

www.dinersclub.com 

E*TRADE 

www.etrade.com 

Exide  Electronics 

www.exide.com 

Federal  Express 

www.fedex.com 

Fidelity  Investments 

www.fidelirv'.com 

Flexilnternational  Software 

www.flexi.com 

Ford 

www.ford.com/ 
Fujitsu 

www.fujitsu.com 
Fujitsu  PC  Corporation 

www.tujitsu-pc.com 

General  Motors 

www.gm.com 

GTE 

www.gte.com 
Hammermill 

www.hammermillpaper.com 

Hewlett-Packard 

www.hp.com 


Hilton  Hotels  &  Resorts 

www.hilton.com 

Hitachi 

www.hitachi.com 
Hoechst 

www.hoechst.com 
Honda 

www.honda.com 

Hyatt  Hotels  Corporation 

www.hyatt.com 

IBM 

www.ibm.com 
Imation 

www.imation.com 
Intel 

www.intel.com/ 

International  Paper 

www.ipaper.com 

ITT  Hartford 

www.ittharttord.com 

Kinko's  Corporate 

www.kinkos.com 

Lawson  Software 

www.Lawson.com 

Lexus 

www.lexususa.com 

Lincoln-Mercury 

www.lincolnmercury.com 

Lotus 

www.lotus.com 

Lucent  Technologies 

www.lucent.com 

Lufthansa 

www.lufthansa-usa.com 
MCI 

www.mci.com 

Mercedes-Benz 

www.usa.mercedes-benz.com 

Merrill  Lynch 

www.ml.com/ 

Microsoft 

www.microsoft.com/ 
NCR 

www.ncr.com 

Norfolk  Southern 

www.nscorp.com 

Nortel 

www.nortel.com 

Northrop  Grumman 

www.  northsrum.com 


Northwest  Airlines 

www.nwa.com 

Novell 

www.novell.com 
NYSE 

www.nyse.com 

Oracle  Corporation 

www.oracle.com 

Palm  Computing 

A  division  of  U.S.  Robotics 

www.usrcom/palm 

Pandesic 

www.pandesic.com 

PeopleSoft 

www.peoplesoft.com 

PLATINUM  Technology 

www.platinum.com 

The  Principal  Financial  Group 

www.principal.com 

Praxair 

www.praxair.com 

QUALCOMM 

www.qualcomm.com/cdma 

Roberts  Express,  Inc. 

www.roberts.com 

RPS,  Inc. 

www.shiprps.com 

SAP 

www.sap.com 

SAS  Institute 

www.sas.com/ 

Savin 

www.sales@savin.com 

Charles  Schwab 

www.schwab.com 

Siemens 

www.siemens.com 
SkyTel 

www.skytel.com 

Southern  Company 

www.southernco.com 

Sprint 

www.sprint.com 


Sun  Microsystems 

www.sun.com 

Sybase 

www.sybase.com 

Symantec 

www.symantec.com 

Symbios  Logic 

www.symbios.com/bw.htm 

Texas  Instruments 

www.ti.com 

Tivoli 

www.tivoli.com 

Toshiba  America 
Information  Systems 

computers,  toshiba.com 

Toyota  in  America 

wvw.toyota.com/usa 

Toyota  Motors 

www.toyota.com 

T.  Rowe  Price 

www.troweprice.com 

Unisys 

www.unisys.com 

United  Airlines 

www.ual.com 

United  Technologies 

www.utc.com 

UPS 

www.ups.com 

USPS  Priority  Mail 

USPS.supplies.gov 

U.S.  Web 

www.usweb.com 

UUNET  Technologies 

www.uu.net 

The  Vanguard  Group 

www.vanguard.com 

Visteon 

www.visteonet.com 
Vizio 

www.vizio.com 
Xerox 

www.xerox.com 
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Flexilnternational  Software 

800-353-9492  http://\A/\A/\/v.flBxi.com 
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lrizoma 


Blistering  days.  Freezing  - 
nights.  A  landscape  that  in  some  places 
resennbles  the  surface  of  the  moon. 

It  takes  a  special  type  of 
person  to  live  in  the  Arizona  desert.  And  we're 
proud  to  say  that  some  of  those  special  types 


are  working  at  Toyota's  multi-million-dollar 
Arizona  Technical  Center  and  Proving  Ground. 

Here,  teams  of  local  sci- 
entists, engineers  and  drivers  put  Toyota 
vehicles  through  the  kind  of  torture  most  of  us 
will  never  experience  in  a  lifetime  of  driving. 

Arizona  is  just  one  part  of 
Toyota's  global  family  of  operations.  A  net- 
work that  encompasses  technical  centers  and 
design  studios  on  three  continents.  And  man- 
ufacturing facilities  in  26  countries  from 
Australia,  to  Venezuela,  to  the  UK.. 

As  a  company  doing 
business  in  the  global  marketplace,  Toyota 
recognizes  the  need  to  invest  locally,  to  ensure 
that  the  products  we  sell  answer  the  special 
needs  and  standards  of  all  of  our  customers. 
In  the  U.S.,  there  are  Toyotas  designed  in 
California,  tested  in  Michigan  and  built  in 
Kentucky,  California,  and  soon  in  Indiana. 

Around  the  world,  Toyota 
is  committed  to  investing  in  local  people. 
And,  even  out  in  the  desert,  it's  proving  to  be 
a  fertile  investment. 

TOYOTA  People  Drive  Us 


Social  Issues 


HEALTH  CARE 


BEHIND  OXFORD  S 
BILLING  NIGHTMARE 

How  a  misconceived  system  cost  the  health-care  giant  millions 


A cloudless  Jluic  sky  gTeeted  Stephen 
F.  Wiggins  as  his  limousine  rolled 
into  Brooklyn's  gi'itty  Brownsville 
section.  Wiggins,  the  41-year-old  chair- 
man of  Oxford  Health  Plans  Inc.,  had 
journeyed  from  his  suburban  Connecti- 
cut headquarters  to  gi-eet  local  pols  and 
new  employees  at  the  opening  of  Ox- 
for-d's  new  neighboi'hood  health  clinic. 

This  was  the  sort  of  gig  only  a  com- 
pany at  the  top  of  its  game  could  afford. 
The  clinic,  set  in  a  poor,  medically  un- 
derserved  area,  would  never  i-eturn  the 
$1.5  million  it  had  cost.  But  then,  Oxford 
had  doubled  in  size  in  18  months,  and 
profits  had  soared.  With  most  of  his  ri- 
vals stumbling,  Wiggins  could  view  the 
vicissitudes  of  his  industry  from  a  posi- 
tion of  apparent  strength.  "Managed 
care  is  a  hard  business,"  he  said  that 
morning.  "We  have  very  low  margins, 
with  hardly  any  room  for  en-or.  hmos 


lost  control.  Just  how  bad  things  wt 
in  June  became  clear  on  Oct.  27,  wl 
Oxford  admitted  that  unpi-ocessed  clai 
had  come  in  much  higher  than  expect 
The  billing  snafu,  it  added,  had  led  so 
customers  to  cancel  policies  they  1 
enjoyed  free  for  months,  rendering  i 
collectible  revenue  that  already  h 
been  booked.  A  week  later,  Oxford 
ported  a  $78  million  loss  for  the  th 
quarter  and  reduced  its  predictions; 
1998  profits  by  25%. 
RED  FLAGS.  The  company's  stock  s;i 
nearly  two-thii"ds  on  the  news,  to  uni 
$25,  toppling  from  its  lofty  peak  of 
times  fiiture  earnings  last  summer.  ( 
ford.  Wall  Street  reahzed,  was  falhl 
Amid  extraordinary  growth,  Wigg 
and  other  top  managers  had  reUed  oi 
deeply  flawed  computer  strategy  ;( 
had  failed  to  act  in  the  face  of  red  fl; 
indicating  serious  problems.  "An  aw 
lot  of  balls  were  being  balanced,  ;i. 
somebody  dropped  one,"  says  one  < 
lord  dii'ector,  who  insisted  on  anonym 

Certainly,  Oxford  had  company 
misery.  On  Nov.  4,  Aetna  Inc.,  dogtx 
l)y  computer  problems  of  its  own,  i- 
iiounced  a  $103  million  charge  for  uni 
pectedly  high  medical  costs.  Oxford, 
its  part,  remains  widely  respected  fort 
shrewd  consumer  marketing  and  inm 
ative  health-management  prograi 
"Their  results  will  improve  tremi; 
dously  in  1998  and  particularly  in  19!i 
says  Kenneth  S.  Abramowitz  at  Sii 
ford  C.  Bernstein  &  Co.  | 

Still,  Oxford  likely  will  long  be  me^ 
ing  damage  that  was  five  years  in  ( 
making.  Company  insiders  say  the  i 
formation-systems  problems  beti'] 
around  1992.  Executives  wanted  flexil: 
more  powerful  technology  that  co^( 
handle  the  50%  annual  growth  and 


"We  knew  trouble  was  coming,"  says  one 
systems  contractor.  "The  way  they  were  doi 
it  was  just  textbook  wrong" 


are  having  a  hard  time  doing  well." 

Few,  if  any,  knew  then  just  how  apt- 
ly Wiggins'  critique  applied  to  Oxford  it- 
self. In  fact,  problems  with  critical  in- 
formation systems  were  pervasive  and 
debilitating  and  had  been  so  foi-  months. 
The  insurer  was  months  laie  getting 
premium  bills  to  customers,  so  receiv- 
ables hail  doubled.  More  critical,  Oxford 
was  so  overdue  in  paying  claims  that  it 
was  advancing  I'eimbui'sement  to  hospi- 
tals, promising  to  resolve  differences 
when  the  computers  caught  up. 

Oxford  and  Wiggins,  in  short,  had 


creasing  complexity  they  already  w 
seeing.  So  Oxford  began  developing 
systems  atop  databases  from  Or 
Corp.,  veering  away  from  an  older, 
creasingly  jeny-built  system  from  Cci 
puter  Sciences  Corp. 

Back  then,  "Oxford  was  on  the  cutti 
edge"  with  its  vision  of  technology, 
Jennifer  Carr,  an  analyst  at  Gart])i 
Group.  But  the  new  system,  knotr 
within  Oxford  as  "Pulse,"  took  fai*  lonp 
to  build  than  anyone  had  anticipate 
Over  five  years,  Oxford  employed  jl 
or  more  outside  systems  contractorsjk 
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The  Rif  ,ht  advice  can  mxE  a  hi'ge  difference 
in  your  financial  future  —  which  should  get  you 
thinking  about  The  Equitable. 

Change  Agents 


Why^  Our  nationwide  network  of  representa- 
tives IS  one  of  the  best.  The>'  hold  more  dual  Char- 
tered Financial  Consultant  and  Chartered  Life 
Underwriter  professional  designations  than  any 
body  in  the  industiy  And  almost  all  are  registered 
with  the  National  Association  of  Secunties  Deal- 
ers. But  ngorous  training  is  only  part  of  the  stoiy 
The  Equitables  broad  portfolio  includes  fman 
cial  planning,  annuities,  life  insurance  and  im'cst- 
ment  products  And,  The  Equitable  is  a  member 
ol  the  Global  AX/\  Group,  one  of  the  world's 
largest,  strongest  and  most  innovative  financial 
sen/ices  organizations  —  with  o\'er  $500  billion 
in  assets  under  management  In  a  fast  changing 
wodd,  v\v  can  help.  Call  us  at  l-800-590-59<J5 
or  visit  us  at  www.cijwtablc.com. 


EQUITABLE 


Member  of  the  Global  I 


*As  of  6/30/97 


the 

"I  cant  expand  without 
computer  system,  but 
I  cant  afford  a  computer 
system  until  I  expand. 

solution 


The  IBM  Si]ueezp-A-Compiiter-Sysiem-lnto-Your-1Uidy;('t  Solution. 


It's  tin'  cdtcli-'Z'Z  oj  the  cntrcjiri'ni'ur.  \i>ur 
needs  /o/  i(ijiil(tl  <ihnns  seem  Id  exiced 
your  Kipiltd  mi  liiiml.  I.dte  lltiit  iinnputiT 
system  voii  need  to  handle  nil  tlie  nen 
business  you'll  l>e  •^etlinfs.  I  he  one  \ou  don't 
think  yi>u  con  fit  into  vinii  liuil^el. 
But  [HM's  PC  Serve, Mi)'  solution  is  designed 
for  entrepreneur''  and  anyone  else  n  hosi' 
dreams  are  hif^er  than  their  hank  stiitemeiits. 
For  starters,  it  liii\  all  the  liardu  ore  nail 
software  you  need  to  run  \our  husiness. 
Including!  a  free  In  ense  oj  Lotus  Domino', 
softieare  that  (fUii  kl\  and  easily  ^ets  your 
(■omj>aii\  laiini  heil  on  the  lleh. 
Your  IBM  Business  Partner'  a  ill  then  imrk 
ii  ith  you  to  set  up  your  system,  hiiild  an 
intranet,  and  otiierii  ise  help   you  ci  ery 


step  oj  the  iiiiy.  liifilit  noii.  ii  e're  ojjerin^ 
It  all  to  \oii  jar  a  loir  lease  price  oj 
ptsl  $()')'  pi-r  nionlli.  Iiid.  as  an  added 
lienejil.  IBM  Business   Partner  ran 

eien  (itstoniizi'  \our  seriiee  needs  iiith 
our  IBM  Sen  II  id'ac'  offerings. 
Call  IBM  at  I  IBM--2<l<)-2.  ext.  M)',L  and 
II  e  ll  si'iid  ^  int  a  jree  C,u'\(\e  to  Doin;;  Business 
(in  the  I illi'irii-l .  Hell  also  piil  \ou  in  loiiili 
null  the  IBM  Biisiiiew  Plainer  best  suited 
to  your  business.  For  more  iiijoi nialiiin.  i  isit 
us  at  II II II  .biisinesseeiiter.iliiii.i  oiii 


Solutions  lor  a  small  [jlani'l  ' 


>  apply  lor  other  models  IBM,  Business  Parlner,  ServicePac  and  Solutions  lor  a  small  planet  are  trademarks  of  International  Business  Machines  Corporation  in  the  Uniled  Slates  and/or  other  countries 
ense  Lotus  and  Domino  are  trademarks  ol  Lotus  Development  Corporation  in  the  United  Slates  and/or  other  countries  ©1997  IBM  Corp  All  rights  reserved 


Social  Issues 


any  one  time,  racking  up  bills  that  like- 
ly totaled  more  than  $20  million  a  yeivr — 
excluding  the  tab  for  licensed  software. 

Wliat's  more,  turnover  among  Oxfbi-d's 
progi'ammers  was  unusually  liigh,  so  the 
development  effort  lacked  continuity. 
Much  of  the  resulting  work,  say  those 
who  left,  was  poorly 
done.  Moreover,  they  say, 
efforts  to  test  the  new 
progr-ams  were  minimal. 
"We  knew  trouble  was 
coining,"  says  one  fonner 
contractor.  "The  way 
they  were  doing  it  was 
just  textbook  wrong." 

An  initial  conversion 
of  medical-management 
systems  in  early  1996 
went  well,  the  company 
says.  But  last  Septem- 
ber, when  Oxford  finally 
switched  ovei'  the  major- 
ity of  its  ojjerations  to  the  new  system, 
the  internal  doubters  wei'e  proved  light. 
The  technology  immediately  foundered, 
faiUng  to  generate  premium  invoices  for 
many  customers — wliich  include  Tlie  Mc- 
Graw-Hill Companies,  business  week's 
parent — for  three  or  four  months. 

A  big  problem,  Wiggins  says  now. 


Oxford  was 
so  overdue  in 
paying  its 
providers  that 
New  York  State 
threatened  to 
sue  it  for  fraud 


were  the  database  management  tools, 
which  "needed  more  computing  re- 
sources and  created  more  bottlenecks 
than  anyone  understood  at  the  time." 
But  Oxford's  own  developers  and  con- 
tractors also  made  errors.  Predicting 
the  diverse  and  changing  operations  of  a 
health-care  organiza- 
tion, he  says,  "was  a 
task  [we]  didn't  do  a 
very  good  job  on." 
The  logjam  was  com- 
pounded, fonner  insid- 
ers say,  because  Ox- 
ford hadn't  kept  the 
old  billing  system  nm- 
ning  as  it  brought  up 
the  replacement.  The 
company  was  working 
without  a  net. 

Claims  processing 
proved  an  even  bigger 
debacle.  Once  again, 
the  operation  clogged  badly.  By  March, 
hospitals  and  specialists  say,  Oxford's 
reimbiu'sements — especially  for  complex, 
expensive  procedures — routinely  went 
unpaid  for  six  months  or  longer.  "We 
went  through  a  period  when  we  didn't 
see  any  checks  for  cjuite  a  while,"  says 
John  G.  Hunter,  a  Manhattan  plastic 
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OXFORD  HEALTH  PLANS 
STOCK  PRICE 

DOLLARS 

DATA  BLOOMBERG  FINANCIAL  MARKETS,  BUSINESSWEEK 


SEPTEMBER  '96  Oxford  converts 
most  operations  to  a  new  system, 
which  immediately  clogs.  Bills 
don't  get  out  for  months. 


SEPT. 


OCT, 


NOV, 


surgeon.  (The  good  news  was,  Hun  r 
didn't  get  billed  for  his  staff's  Oxftd 
premiums,  either.) 

At  the  behest  of  irate  providers,  1e 
New  York  State  Attorney  General's  e- 
fice  asked  Oxford  to  explain  itself.  Iia 
Mar.  6  letter  to  Assistant  Attorney  Gi- 
eral  Stephen  Mindell,  Oxford  wTote:  ""je 
have  addressed  the  problems . . .  and  flr  ; 
service  levels  are  rapidly  returning  o 
acceptable  industry  standards." 

In  truth,  service  still  was  deterior,- 
ing.  Under  pressure  from  hospitals.  ( . 
ford  began  advancing  estimated  p: 
ments  for  imresolved  claims.  By  the  ta 


Waist:  34. 
Inseam:  52. 


Oxford  Health  Plans  paced  the  managed-care  industry.  Yearlong  computer 
\ough,  undermined  its  operation — and  its  credibility  with  Wall  Street. 

Kford  says  systems  problems  are  largely  solved.  But  the 
g  persists,  and  it  begins  to  pay  some  hospitals  advances 
olved  claims  owed.  


f  Claims  processing  slows 
also  because  of  the  new 
3nts  owed  doctors  and 
months  behind. 


AUGUST '97 


OCTOBER  '97  Oxford 


JULY  '97  Threatened  with  a  lawsuit  from  New 
York  State,  Oxford  agrees  to  guarantee  interest 
on  most  claims  it  fails  to  pay  within  30  days. 


Chairman  Stephen  admits  it  misjudged 

Wiggins  gives  up  his  medical  expenses.  Late 

chief  executive  job  billing,  it  adds,  has  made 

to  William  Sullivan,  revenue  more  uncollectible 

Wiggins  sells  stock  than  expected.  It  takes  a 

worth  $15  million.  $52  million  charge.  — | 


FEB. 


MAR. 


APR. 


MAY 


JUNE 


JULY 


AUG. 


SEPT. 


OCT 


NOV.  4,  '97 


e,  it  had  advanced  the  ecjuivalent 
month's  claims — a  highly  unusual 
^ement,  but  one  that  kept 
lers  happy.  Even  then,  New  York 
ened  on  July  17  to  sue  Oxford  for 
forcing  the  insurer  to  guarantee 
st  payments  on  any  straightfor- 
claims  not  paid  vdthin  30  days. 
iUESS.  Oxford  now  says  the  sys- 
chaos  hit  the  company  financially 
3  ways.  Some — mostly  smaller — 
aers  canceled  then*  poUcies  rather 
)ay  the  bills  they  received  months 
;osting  Oxford  $42  million,  after 
in  unrealized  premium  revenue. 


At  the  same  time,  the  claims  snags 
masked  a  serious  imderestimate  of  med- 
ical expenses  for  Medicare  patients. 

All  health  insurers  have  to  guess  at 
medical  liabilities  fi'om  quarter  to  quar- 
ter, since  many  claims  only  arrive  af- 
ter a  quarter  ends.  Oxford's  tardiness, 
though,  heightened  the  riskiness  of  the 
guess — especially  because  the  billing 
mess  left  it  in  the  dark  as  to  exactly 
who  its  members  were.  While  its  com- 
mercial business  was  fau'ly  easy  to  pre- 
dict, the  demographics  of  its  rapidly 
growing  Medicare  operation  weren't  as 
clear.  When  that  happens,  "oiu-  ability  to 


accurately  estimate  [expenses]  goes 
down,"  says  a  rival  insui'ance  executive. 

Oxford  was  advancing  providers  pay- 
ments for  Medicare  patients  based  on 
old  estimates.  In  real  life,  its  patients 
were  older  and  sicker  than  before. 
Claims  for  bypass  surgeiy,  among  other 
expensive  procedures,  were  way  up.  In 
all,  Oxford's  medical-loss  ratio — the 
share  of  premiums  paid  out  in  medical 
expenses — was  closer  to  85%  than  the 
80%  Oxford  was  reporting.  That  error 
cost  the  insurer  another  $51.9  million. 

In  July,  Oxford  sent  teams  of  em- 
ployees to  collect  unpaid  premiums  and 
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///  (ill.  Ijxikin^  for  a  si>liiliiin  Ifiilmi-d  jiisl 
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nataaxy  of  a  deal 


ease  study  #13  /  Avantel 


vantel  S.A.,  a  joint  venture  between  Banamex  and  MCI,  required  a 
1  billion  investment  to  build  a  long-distance  fiber-optic  network 
onnecting  major  cities  in  Mexico. 

'olitical  risk  and  the  difficulty  of  projecting  performance  in  the  newly 
eregulated  market  were  sure  to  be  factors  influencing  the  terms  of 
nancing. 

lank  of  America  addressed  the  issues  head-on.  The  Bank's  team 
elped  prepare  Avantel's  business  plan,  and  developed  a  model  to 
elp  lenders  and  investors  analyze  performance  variables. 

lofA  then  led  the  effort  to  improve  the  risk  profile  of  the  project 
irough  guarantees  from  the  Export-Import  Bank  of  the  United  States 
the  first-ever  for  a  telecom  start-up).  The  Bank  also  helped  obtain 
irect  lending  from  the  Export  Development  Corporation  of  Canada. 

iost-effective  financing  enabled  Avantel  to  construct  the  first  fiber- 
ptic  network  to  be  built  in  the  deregulated  Mexican  market. 


le  power  of 


in  motion. 


©1997  BankAmerica  Corporation 


Government 


to  reconcile  provider  advances  with  ac- 
tual claims.  Until  recently,  it  expected 
higher  uncollected  receivables  would  be 
offset  by  increased  membership.  Only 
late  on  Friday,  Oct.  24 — more  than  a 
year  after  the  fli'st  problems  appeared — 
did  the  shortfall  become  clear,  Wiggins 
says.  Oxford  director  Thomas  A.  Scully 
says  the  boai'd  didn't  know  until  then 
how  serious  the  financial  troubles  were. 
Although  dii'ectors  had  voiced  worries 
at  various  points  about  management's 
lack  of  financial  depth,  Scully  says,  "the 
company  had  been  successful,  and  our 
concerns  were  being  dealt  with." 

At  least  12  law  fij'ms  that  have  filed 
class  actions  against  the  company  ar- 
gue that  Oxford  in  fact  misled  investors. 
They  cite  the  company's  continuing  pub- 
lic I'eassiu'ances  that  problems  were  past 
as  misleading  and  say  large  stock  sales 
by  Wiggins  and  other  officers  in  Au- 
gust indicate  that  the  bad  news  was 
well  knowm  internally.  "It's  impossible  to 
believe  this  came  as  a  total  surprise  to 
the  company,"  says  Marian  P.  Rosnei;  a 
partner  at  Wolf  Popper  LLP  in  New 
York.  Oxford  says  executives  sold 
shares  to  pay  taxes  on  gains  fi'om  stock 
options  exercised  earlier  in  the  quarter. 
STILL  GROWING.  Oxford's  systems  prob- 
lems aren't  fixed  yet.  Advances  to  hos- 
pitals haven't  been  fully  paid  down,  in- 
dicating that  claims  payments  aren't 
caught  up;  physicians  report  they  are 
being  paid  interest  on  overdue  accounts. 
More  troubling,  claims  processing  still  is 
done  on  the  old  esc  system,  although 
actual  claims  data  reside  on  the  new. 

Oxford  still  is  thriving  in  many  ways. 
Wliile  rivals  privately  have  pounced  on 
what  one  called  "the  faii-haired  boys  of 
the  industiy,"  its  membersH])  is  gi'owing 
at  an  annual  rate  of  35%.  It  leads  the  ro- 
bust New  York  market  and  dominates 
among  high-end  customers  like  law  fiiTns 
and  investment  banks.  If  the  kinks  ever 
get  worked  out,  analysts  believe  its  in- 
foiTnation  systems  wiU  prove  veiy  strong. 

But  Wiggins  was  right  that  morning 
in  Brooklyn:  The  managed-care  busi- 
ness is  getting  tougher.  As  gi'owth  slows 
from  the  100%  days  of  old,  Oxford  has 
less  padding  in  the  form  of  up-front  pre- 
miums to  cover  thin  margins.  And  it 
won't  easily  reestablish  credibility  with 
investors  who  feel  badly  burned — or 
with  physicians  who  jokingly  refer  to 
"Oxfi-aud."  More  than  that,  Oxford's  de- 
bacle underscores  the  new  reality  in 
managed  care.  With  new  members  hard- 
er to  find  and  the  easy  medical  cost 
cuts  already  made,  profits  are  harder 
to  come  by.  Top-flight  information  sys- 
tems or  not,  Oxford  and  its  rivals  are 
fighting  the  specter  of  commoditization. 
There  are  no  stars  anymore. 

By  Keith  H.  Ham iiionds  in  New 
York  mid  Susan  Jackson  iv  New  Haven 
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A  CRASH  COURSE 
FOR  THE  GOP 


Capitalizing  on  issues  such 
as  vouchers  and  school 
choice,  Republicans  make 
inroads  on  Democratic  turf 

Afiican  American  leaders  and  Newt 
GingTich,  an  avowed  foe  of  affir- 
mative action,  rarely  see  eye  to 
eye.  But  on  Oct.  30,  the  conserva- 
tive Speaker  of  the  House  stood  shoulder 
to  shoulder  on  Capitol  Hill  with  liberal 
Representative  Floyd  H.  Flake  (D-N.Y.) 
and  the  Reverend  Jarrett  Ellis,  grand- 
nephew  of  Dr.  Maitin  Luther  King  Ji-.,  to 
promote  a  biU  that  would  provide  vouch- 
ers for  poor  kids  to  attend  private  and 
parochial  schools.  "Doesn't  every  cliild 
of  every  backgi'ound  in  eveiy  neighbor- 
hood deserve  the  right  to  go  to  a  school 
that  their  parents  believe  succeeds?" 
asked  Gingrich  as  Flake,  Ellis,  and 
dozens  of  black  schoolchildren  from  a 
church-ran  academy  nodded  approvingly. 

Sure  it  was  a  photo  op,  but  it  was 
one  that  would  have  been  unthinkable 


'1, 


just  a  few  years  ago.  When  Repuli- 
cans  took  control  of  Congi'ess  in  lUi, 
their  education  policy  amounted  to  c< 
to  abolish  the  Education  Dept. — to 
dismay  of  blacks  and  Hispanics.  N 
Republicans  are  touring  high  scho( 
reading  to  preschoolers,  and  holdig 
town  meetings  to  plug  initiatives  srli 
as  vouchers,  education  savings  accouis. 
and  more  money  for  chartei'  schouls 
VETO  THREAT.  And  it  may  be  w/rk; 
Polls  show  Repubhcans  are  startiiii: 
make  inroads  on  an  issue  DenioL  i- 
have  long  owTied.  So  the  Dems  are  b 
tling  furiously  to  hold  theii"  tuif.  On  C 
27,  some  75  Democratic  lawmakers  \ 
ited  classrooms  around  the  country 
promote  then-  own  goals,  such  as  giv 
parents  the  right  to  choose  their  ki 
public  schools  and  providing  money 
repair  crambling  buildings.  And  on  Nf 
4,  Senate  Democrats  succeeded  in  kill 
a  GOP  bill  that  would  have  given  p| 
ents  tax  breaks  on  education  savings 
counts.  President  Clinton,  meanwhiles 
threatening  to  veto  other  gop  bills  tiit 
establish  vouchers  or  that  block  his  pn 
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UNLIMITED       PART  NERSHIP 


DEAN  BURGESS  hROM  ARAMARK  tviili  OVVHX  CHAPPH  I  Ol-  BRCI  ISH  I'l-  I  ROI  KM 


WDING  ARAMARK  WAS 

SIXJS.  WHEN  WE  HAD  SALES  OF  $150  MILLION,  6  MONTHS  FASTER  THAN  WE  PLANNED,  IT  WAS 

JKE  STRIKING  OIL 


yy 


i'c  Juivc  sold  50,000  barrels  of  oil  a  day  at  $22  a  barrel  iii  /  V%  ;/  ARAMARK  weren't  a  major  part  oj  tbe  eojiiortiiini  ol  eoitipaiiies  workiii^i 
V,  tbe  Nortli  Sea'^  I  tliiiik  the  answer  is  elearly,  )io.  Oh,  we  knew  bow  well  Ik'an  Hiir;^ess  and  his  team  would  handle  our  food  serviee. 
'  and  book  eoiieessions,  tbe  faedity  management  ami  even  mail  delivery  for  90  full-time  people.  I'here  was  never  a  doiibl.  Hut  when 
RK  bad  tbe  idea  to  biidd  the  entire  offshore  erew's  livin^^  tjuarters  on  dry  land,  float  it  to  tbe  site,  lift  it  onto  tbe  platform  and  in  less  than  four 
it  in  so  we  eould  be^in  drillin;^  od  immediately,  well  that's  when  we  knew  we  bad  ourselves  a  real  partner.  And  to  think,  the  entire  projeet 
i'i36  million  under  budget.  When  yon  eombine  that  with  the  millions  of  barrels  of  oil  we've  sold,  wed,  what  ean  !  mm?"  I'be  words  of  Owen 
oj  British  Petroleum.  Who  said  it  eouldn't  be  donei"  one  at  ARAMARK,  that's  for  sure.  That  attitude  is  nowhere  to  be  found  when  the 
g  that  matters  is  solving  a  partner's  problems.  Helping  a  partner  save  inoiiev.  And  helping  a  partner  make  money  It's  led  Mr.  (diappell  to 
'bmg:  "The  value  of  HP's  partnership  witb  ARAMARK  is  proven  to  me  every  day  -  barrel  by  barrel."  ^^^^^[^j^^/^^f/\f^^ 

S  MDRK  AROIT  LNIIMIItl)  PA  R  I  N  h  RSH  I  P  (.ALL  1 -81)0- A  R  A  M  AR  K  OK  \'lsri  L's  Al  http://w\vw.d  ramark.com  Managed  Scrvicci,  Managed  Bctlcr. 


ONE  OF  THE  MOST 
POWERFUL  NEW  FORCES 

IN  MEDICINE  MAY 
BE  A  GENTLE  RED  LIGHT 


For  generations,  we've  been  con- 
ditioned that  effectiveness  is  a 
function  ot  power.  One  only  has 
to  look  at  patent-medicine  pain 
relievers:  Powertul!  Stronger!  Extra- 
strength! 

But  what  il  efficacy  were  to  he 
defined  hv  how  gentle  the  treat- 
ment was^  In  fact,  what  if  we  could 
create  a  reaction  between  two 
separate  elements  -  each  virtually 
innocuous  hv  itself,  imtil  one  was 
"switched  on  "  hv  the  other  -  in  a 
highl\-  precise  manner!' 

This  IS  the  vision  of  PhotoPoint,' 
a  revolutionar\    new  medical 


procedure  being  developed  by 
Miravant,  comprised  ot  our  pro- 
prietary light  devices  and  patented 
photoselective  drugs. 

It  offers  the  possihilit\'  of  highlv 
selective,  controlled  destruction  of 
diseased  or  target  cells,  w  ith  min 
imal  invasiveness  and  side  effects. 
In  fact,  most  of  the  applications 
being  developed  are  handled  on 
an  outpatient  basis. 

And  as  potential  treatments 
ranging  from  cancer  to  e\'e  disease 
move  through  clinical  trials,  we 
ultimately  create  a  new  class  of 
medicine  in  which  less  is  more. 


In  dtni^dl  SIla/iLj,  iIk  PhowPoml  3r[i'^  is  in|i't:[tJ  ,inj  is 
exposed  to  d  sptci/ic  It.  dl  cUn'^ih  0/  non  [/uinui/  u  J  /;-;/it 


ccih  .IK  JatrovcJ  hv  .in  tnia\KUon  ^I'ncan  [Ik  drift;  Learn  more  .j/\)ur  Plwiofhini  \inj  Wiiauni  (  NjiJjq   Al RVTJ  at 

i>;fn. U'ii/i  iiiinniui/  kncun  sidi  cjfccis  Phoiofbmi.nau  uiat  iniMUjnf.iJom.iv  uil/  wH  jiaai  SS^  (?S^  6-SS  Tlx <.omp<.in\''s  pfojucfi 

mJ/i,lS^L■|n^  Jac/optJ  as  an  oLapaiicm  pwccdwc.  rcqunc  U  S        .in J  Drui;  AJmin/Muinon  jppitn  j/  K/oit  mjrttnni; 
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irooking  for  ways 
to  keep  your  business 
class  interesting? 


The  Business  Week 
Education  Program  can  give  you 
and  your  students  the  insight 
into  business  that  only  Business 
Week  provides.  There's  no  better 
way  to  drive  home  a  point  than 
by  applying  business  concepts  and 
theory  to  current  business  news. 

When  you  participate 
in  the  Business  Week  Education 
Program  you  and  your  students  are 
eUgible  for  the  lowest  possible 
subscription  rates  and  you  may  also 
qualify  to  receive  a  free  CD-ROM, 
containing  Business  Week  archives. 
To  get  started,  call  your  personal 
account  representative  at 
.  1-800-843-7352. 
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for  national  reading  and  math  standai'ds. 

What  prompted  Repubhcans  to  re- 
tool their  education  game  plan?  Fear. 
They  were  getting  creamed  by  Demo- 
crats, who  assailed  the  (30P  for  education 
budget  cuts  at  a  time  when  better 
schools  are  a  top  priority  for  voters.  "It 
has  exploded  as  an  issue,"  says  Repub- 
lican pollster  Frank  Luntz.  Besides,  the 
GOP's  harsh  attacks  on  the  Education 
Dept.  and  teacher  unions  turned  voters 
off  Says  Representative  Peter  Hoek- 
stra  (R-Mich.),  who  chairs  a  House  ed- 
ucation panel:  "We  have  to  demonstrate 
that  we  have  appealing  solutions." 

That's  why  a  crisp 
October  morning  in 
New  Hampshire  found 
Representative  John  E.  , 

sununu  (R-N.  H.)  play-  Vouchers  are 

ing  teacher  to  eighth 
gi'aders  at  Dover  Mid- 
dle School.  The  students 
listened  attentively  as 
he  quizzed  them  about 
how  laws  get  passed 
and  what  the  federal 
budget  covers.  A  few 
gutsy  kids  asked  the 
first-termer  how  much 
time  he  spends  raising 
campaign    cash  and 
whether  he'll  follow  in 
his  father's  footsteps 
and  become  governor. 
Dropping  in  on  class- 
rooms, something  he 
has  done  about  30  times 
this  year,  gives  Sununu 
a  chance  to  show  the 
GOP  cares  about  education.  "People  all 
over  the  country  are  concerned  about 
education,"  says  Sununu.  "It's  impor- 
tant that  we  have  a  positive  position 
on  how  we  can  improve  schools." 
SLIPPERY  SLOPE.  The  GOP  now  boasts 
an  ai'ray  of  proposals  geared  mostly  to 
helping  parents  sidestep  a  public  edu- 
cation system  that  Repubhcans  argue 
has  failed.  Among  the  most  prominent 
GOP  initiatives  are  tax  bi'eaks  to  pay 
for  computers  and  other  K-12  expenses 
at  private  or  public  schools,  and  more 
money  for  charter  schools — public  insti- 
tutions that  operate  with  wide  autono- 
my. Such  planks  appeal  to  the  t;oP  main- 
stream: suburban,  middle-class  whites. 

The  GOP  also  opposes  national  stan- 
dards as  the  first  step  on  a  slippeiy  slope 
toward  a  Washington-dictated  curricu- 
lum. That  plays  well  with  the  Republican 
Right  and  minorities.  Conservatives  who 
send  their  kids  to  I'eligious  schools  feai' 
Washington's  meddling;  black  and  His- 
panic lawmakei's  wony  that  standards 
may  be  skewed  against  minorities. 


HOT  BUTTON 


catching  on,  even 
with  Democrats. 
"Those  we  can 
rescue  from  the 
[public]  system, 
we  need  to  do  so," 
says  Floyd  Flake, 
a  leader  of  the 
Black  Caucus 


But  the  centerpiece  of  GOP  educa 
pohcy  is  an  old  favorite — school  tui 
vouchers — dusted  off  and  targetei 
needy  kids.  "Thousands  of  low-inc 
students  are  trapped  in  schools  wl 
they  don't  leam,  where  they  aren't  : 
and  where  no  one  with  money  w^ 
ever  send  their  children,"  ai'gues  Re 
sentative  James  Talent  (R-Mo.),  co-s/ 
sor  of  a  voucher  bill.  With  Ging 
readying  a  new  assault  on  affirma 
action  next  year,  vouchers  could  heli> 
GOP  deflect  charges  that  it  is  a 
minority.  "This  is  their  way  of  say 
'Giving  children  a  good  education 
better  way  to  get  al 
than  alErmative  actii 
says  Nina  Shokraii, 
cation  analyst  at 
Heritage  Foundatioj 
conservative  think  t|i 
Vouchers  are  ca' 
ing   on — even  am 
Democrats — and  ci; 
help  the  GOP  break  j 
Dems'  lock  on  the  i 
ban     minority  \ 
"Those  we  can  re^ 
from  the  [public]  y 
tem,  we  need  to  do  1 
says  Flake,  a  leade. 
the  Black  Caucus  ac 
minister  who  founds: 
private  school  in 
New  York  City  ■ 
gressional  district.  / 
preacher  Elhs:  '"Th 
not  a  race  issue.  It 
survival  issue." 
Pollster  Mark 
Penn  pegs  support  for  vouchers  fori 
advantaged  students  at  69%  of  the 
eral  public  and  68%  of  Democrats,  it 
a  potent  issue,"  he  says.  A  June  siue 
by  the  Joint  Center  for  Political  &  'cc 
nomic  Studies  found  that  57%  of  blSli 
support  vouchers,  up  10  percen% 
points  from  a  poll  in  Januaiy,  1996. 

Democrats  attack  the  gop  agend  a 
a  thi'eat  to  public  education.  "Theu-s3 
bumper-sticker  solution  that  solves;h 
problem  for  a  few  thousand  kids,"  s^^fi 
Representative  l\m  J.  Roemer  (D-I8. 
co-sponsor  of  a  bipartisan  bill  to  exjn 
fimds  for  charter  schools.  Still,  Rs'p 
cans  have  tapped  the  public's  fi-usti  ;  > 
with  the  status  quo.  "All  the  inn/; 
five  ideas  are  coming  from  the  Re  i' 
lican  Paity,"  says  Gerald  Reynolds,  jf 
ident  of  the  Center  for  New  K  ( 
Leadership  in  Washington.  By  gi  n 
voters  more  solutions  for  fixing  v&: 
tion,  the  gop  is  stealing  DeiiKu  ii 
thunder — and  courting  an  imporj^:. 
new  constituency. 

By  Amy  Borrus  in  Dover 


I 


^^^^ 


.1  Jj  J.  J.  X  § 


Active  partnership  is  powered  by  the  abihty  to  adapt  to  our  customers"  specific  needs  and 
circumstances  as  a  matter  of  pt)iicy.  By  not  adhering  to  rigid  forms  and  stnictures,  we  can  wori< 
together  to  create  custom-tailored  risk  management  pri)ducts  and  solutions  that  yield  superior  results  in 
areas  like  cost  management  and  customer  service.  As  a  member  of  the  worldwide  Zurich  Group,  we  provide 
extensive  financial  strength  and  offer  long-term  active  partnership  to  you.  For  more  information, 
contact  your  agent  or  broker,  or  call  l-8()()-382-2l50. 


Ziirich-Atiierican.  The  Power  of  Partnership'!^ 
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~"     Presenting  our  new  expanded  line  of  servers.  Each  day  more  and  more  companies  realize 
the  power  and  advantages  of  running  their  operations  with  Compaq  servers. 

Today,  over  one  milhon  Compaq  servers  are  in  operation.  As  the  need  for  this  more  efficiei.anc 
,  intelligent  form  of  computing  has  expanded,  our  line  of  servers  has  expanded  to  meet  every  de-ori! 

The  ProSignia  200  is  our  entry-level  server,  which  your  business  can  buy  for  the  price  of  a  destjp. 
For  workgroups,  we  offer  the  ProLiant  800  and  the  new  850R,  which  is  the  first  high-density,  rack-ready  workgroup  server. 
Moving  up  the  organization,  we  offer  the  scalable  and  flexible  ProLiant  2500  for  departments  and  the  ProLiant  6000,  which  delivers  (r 
price  performance  for  midrange  enterprises. 

The  ProLiant  6500  and  7000  are  the  newest  scalable  additions  to  our  line  and  establish  solid  enterprise  capabilities.  Each  offers  the  ; 
levels  of  availability  for  7x  24  computing. 

From  the  very  beginning,  Compaq  servers  have  set  the  standard  for  open  systems  computing.  Today,  Compaq  management  softwaj'oi 
companies  to  keep  networks  up  and  running  and  costs  down 

The  days  of  having  to  run  your  business  only  on  the  big,  expensive  iron  are  over.  Go  with  the  company  that  sells  the  most  computers  r 
planet  and  you'll  see  the  future  is  a  wide  open,  newly  paved  superhighway  just  begging  to  be  travelled. 

www.compaq.com/productsAervers  : 


THE  GREAT  TECHNOLO( 
WON'T  BE  BUILT  Wl 


©1997  Compaq  Compuler  Coipoiation 
All  lights  reserved  Compaq  registered  U  S  Polenl 
ond  Trodemork  Office  rroSignio  and  ProLiant  are  registered 
liodernorks  of  Compaq  (iompqler  Corporofion  Not  oil  producis  in 
PfoSignia  and  ProLiont  fflrnilies  contain  the  Pentium  II  processor.  Tlie  Intel  lii;.id^ 
Logo  and  Pentium  ore  regltered  trademarks  und  MMX  is  a  trademark  of  Intel  Corporation  \ 


A  Rocking  Chair  Is  A  Piece  Of  Furniture. 

Not  a  State  Of  Mind. 


We  know  people-  whose  lust  for  life  has  not  and  will  not  diniinish  because  it's  the  morning  after  their 
hirthday.  riiey  re  too  husy  j)utting  the  finishing  touches  on  a  hook  of  poems.  Tutoring  undeiprivileged 
kids  with  their  math.  Learning  the  tango.  Or  taking  acting  classes.  It's  an  outlook  that  works  rather 
well  widi  oius.  Whether  it's  annuities.  401(k).s.  IRAs.  mutual  funds  or  life  insurance  for  your  family, 
we've  packaged  a  uni((ue  set  of  tools  to  help  you  realize  youi  life's  next  great  exploit.  Which  comes 
natuially  when  retirement  isn't  viewed  as  merely  an  end.  I^ut  rather  the  way  you've  been  living  all 
along:  passionately.  For  a  free  hrocdiure.  call  1-800 -AETNA- 60  or  visit  us  at  http://www.aetna.com. 
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COIVIIVIENTARY 

By  Paul  Magnusson 


GEniNG  A  GRIP  ON  TRADE  SANCTIONS 


■inally,  Capitol  Hill  may  be  ready 
I  to  admit  that  trade  sanctions — 

like  Halloween  candy  and  the 
)ntime  sun — can  be  too  much  of  a 
)d  thing.  A  bill  wending  its  way 
ough  Congress  would  impose  new 
cipline  on  the  growing  use  of 
de  embargoes  to  pursue  feel-good 
icy  goals,  like  pressuring  China  to 
)w  freer  religious  worship.  Even 
ter,  the  measure 
uld  focus  federal 
ictions  on  more 
itimate  purpos- 
such  as  fighting 
apons  prolifei'a- 
n,  terrorism,  and 
nronmental 
gradation. 
Jnilateral  trade 
actions  have  be- 
fie  too  costly  an 
jrnative  to  diplo- 
cy.  In  the  past 
r  years,  Presi- 
it  Clinton  has 
ned  62  laws  and 
scutive  actions 
geting  35  coun- 
!S,  according  to 

National  Associ- 
)n  of  Manufactur- 

and  the  State 
pt.  That  accounts 

more  than  half 

sanctions  im- 
led  in  the  past  80 
irs.  According  to 

President's  Export  Council  and 

Institute  for  International  Eco- 
nics,  the  direct  cost  to  U.  S.  ex- 
ters  in  lost  sales  in  1995  alone  was 
high  as  $20  billion.  An  estimated 
1,000  jobs  also  disappeared,  and  no 
!  can  measure  the  damage  to  rela- 
is  with  angiy  allies. 
iEFUL  TARGETING.  Still,  the  use  of 
de  sanctions  is  spreading.  Another 
sanctions  against  21  countries  are 
iding  at  the  fedei-al,  state,  and  local 
els,  according  to  an  anti-sanctions 
lup,  USA  Engage,  a  coalition  of  over 
I  exporters.  New  York,  New  Jersey, 
1  Rhode  Island  recently  joined  Mass- 
iUsetts  and  Oakland,  Calif.,  in  devel- 
ng  their  ovm  micro-foi'eign  polieies. 
long  the  coimtries  tai-geted:  Pak- 
m,  for  pei-secution  of  Christians; 


Switzerland,  for  hoarding  Nazi  gold; 
and  Indonesia,  for  human-rights  abuses. 

But  how  do  you  stand  up  for  U.  S. 
consumers  and  taxpayers,  who  are 
ultimately  hanned  most  by  trade 
curbs,  without  appearing  to  condone 
persecution  of  Buddhist  monks  and 
Protestant  missionaries?  The  new 
bill — sponsored  by  Senator  Richard 
G.  Lugar  (R-Ind.)  and  Representa- 


Trade  bans  are  pursuing  feel-good  goals,  like 
pressuring  China  to  allow  freer  worship 
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tives  Lee  H.  Hamilton  (D-Ind.)  and 
Philip  Crane  (R-Ill.) — wouldn't  end 
sanctions,  but  it  would  require  more 
careful  targeting.  The  Congressional 
Budget  Office  would  have  to  evalu- 
ate a  sanction's  impact  on  the  U.  S. 
economy.  Sanctions  would  end  after 
two  yeai-s  unless  renewed  by  the 
President.  Existing  contracts  would 
be  exempted  from  sanctions.  And 
most  important,  the  bill  would  en- 
courage cooperation  among  aUies  to 
impose  multilateral  sanctions,  which 
are  far  more  effective. 

Just  as  significant  is  what  the  bill 
wouldn't  do:  namely,  affect  any  cm- 
rent  sanctions  or  limit  any  future 
sanctions  designed  to  enforce  ti-ade 
agreements,  international  envii'onmen- 
tal  agreements,  or  food  safety.  It  also 


leaves  the  President  with  enough 
emergency  powers  to  act  quickly  if 
need  be,  as  the  White  House  did  in 
imposing  economic  sanctions  against 
Iraq  for  invading  Kuwait  in  1990. 

The  bill,  however,  has  two  glaring 
shortcomings;  Rather  than  trying  to 
restrict  city  councils  and  state  legis- 
latures from  practicing  their  own 
brand  of  foreign  policy,  it  ignores 

them.  Big  mistake. 
The  federal  govern- 
ment should  chal- 
lenge such  efforts 
in  court  as  an  im- 
position on  its  au- 
thority to  conduct 
foreign  pohcy.  And 
the  bill  does  noth- 
ing to  repeal  two 
1996  laws  that  im- 
pose legally  ques- 
tionable secondary 
boycotts  on  foreign 
investors  in  Cuba, 
Iran,  and  Libya. 

Wliile  it  has 
strong  backing  from 
business  and  bipar- 
tisan support,  pas- 
sage of  the  sanc- 
tions-reform 
measm-e  is  far  fi-om 
assured.  Human- 
rights  gi'oups  and 
religious  conserva- 
tives ai'e  suspicious 
of  any  moves  they 
see  as  putting  commer-cial  concerns 
above  IJ.  S.  moral  authority.  Indeed,  it 
would  be  a  mistake  to  ban  unilateral 
trade  sanctions  altogether  Ti'ade  re- 
taliation or  its  thi-eat  was  key  to  end- 
ing apartheid  in  South  Afiica,  to  pro- 
tecting marine  mammals  and  sea 
tmtles,  and  to  focusing  Beijing's  at- 
tention on  software  pii'acy. 

But  the  clumsy,  scattershot  use  of 
sanctions  kills  their  effectiveness  as 
tools  of  diplomacy.  When  Congress  re- 
turns next  yeai;  the  "Enhancement  of 
Trade,  Seciuity  and  Human  Rights 
tlii-ough  Sanctions  Refoim  Bill"  wiU  be 
ready  for  consideration.  Lawmakers 
shouldn't  waste  any  time  in  passing  it. 

Magnusson  covers  international 
trade  and  economics  in  Washington. 
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It's  the  most 
complex  financial 
bailout  ever,  with 
a  price  tag  of  more 
than  $100  billion. 
At  stake:  Global 
economic  health 
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The  suddenness  of  the  move 
surprised  everyone.  On  Thurs- 
day, Oct.  30, 'U.  S.  Ti-easury 
Secretary  Robert  E.  Rubin 
called  in  top  Ti-easury  and 
White  House  officials  to  say 
he  had  agreed  to  American  participa- 
tion in  an  International  Monetaiy  Fund 
bailout  of  Indonesia.  Just  a  month  ago, 
nobody  was  predicting  that  a  confident 
Indonesia  would  agree  to  the  tough 
terms  proposed  by  IMF  negotiators — 
or  that  America  would  ever  get  in- 
volved. Then  again,  nobody  thought 
the  Indonesians  would  need  up  to  $40 
billion  to  calm  their  frantic  markets. 
Three  days  later,  in  the  first  sign  of 
compliance,  Indonesian  officials  abrupt- 
ly shuttered  16  troubled  banks  and 
posted  armed  guards  at  the  doors.  It 
was  the  culmination  of  two  weeks  of 
tough  talk  among  Indonesian  tech- 
nocrats, the  IMF,  and  Japanese  and 
U.  S.  troubleshooters. 

Switch  the  scene  3,400 
miles  north,  to  Tokyo, 
the  center  of  an- 
other of  Asia's 


rities  Co.,  one  of  Japan's  largest  b  i- 
kerage  houses,  has  just  gone  bust  i- 
der  $3  billion  of  debt.  Investors  tie 
still  trying  to  figure  out  how  Japante 
banks  can  get  out  from  under  at  le;.t 
$250  billion  in  bad  loans.  But  evn 
here,  there  are  signs  of  a  workout,  y 
letting  Sanyo  collapse,  the  govemmtit 
is  showing  a  new  willingTiess  to  let  it 
financial  sector  restructure  itself.  Ad 
it's  allowing  Western  bankers  into  tp 
system  to  help  woi'k  out  billions  of  d 
lars  in  bad  bank  debt. 

The  shape  of  the   Great  Asin 
Bailout  is  emerging.  It's  not  a  sinje 
grand  scheme  put  in  place  by  the  if 
and  orchesti-ated  by  a  few  technocrat 
Instead,  it's  the  most  complex  finanui 
reorganization  ever,  involving  the  O'. 
the  World  Bank,  the  U.S.  Ti-easu- 
the  Asian  nations  themselves,  and 
host  of  private  investment  bankers  a, 
big  multinational  banks.  In  East  A 
especially,  the  rescue  is  taking  the  fo : 
of  powerful   help   from  global  ;i 
agencies  and  local  governments.  l  \ 
elsewhere,  especially  in  Japan,  the  I'- 
forts  are  more  ad 
hoc  and  home- 


from  attempts  to  securitize  bad 
;se  loans  to  Beijing's  plans  to  re- 
ts money-losing  state-owned  en- 
;es  and  banks. 

,ved  from  afar,  the  whole  effort 
e  air  of  a  morality  play,  as  West- 
formers  clash  with  Asians  over 
leavy-handed  form  of  capitalism. 
HF  hopes  Western-trained  tech- 
3  inside  the  region's  governments 
ush  for  reforms  and  blunt  the 
ible  counteroffensive  from  local 
md  their  business  allies.  Yet 
also  a  feeling  developing  in  Asia 
rrogant  Western  moneymen  are 
ing  a  new  form  of  fi- 
ll colonialism.  Already, 
sentment  of  Western- 


Toyota  has 


SLUMPING  SALES  ization  and  for- 
eign currency 
traders  has  pro- 

Closed  two  huge     d^i*^"^  the  rants 
of  Malaysian 
lactones  outside    Prime  Minister 

Bangkok  for  the    Mahathir  Mo- 

^    „  ,  hamad.  Yet  well- 

restoftheyear  trained  moder- 
ates,  too,  are 
getting  fed  up  with  sermons  from 
Washington  about  the  virtues  of  un- 
bridled capital  flows  and  free  trade. 
Says  Japan's  Vice-Minister  for  Inter- 
national Finance  Eisuke  Sakakibara: 
"There  is  probably  an  element  of  arro- 
gance among  some  Americans." 
SERIOUS  NUMBERS.  Yet  no  bailout  of 
this  size  can  proceed  without  tension. 
The  money  could  come  to  more  than 
$100  billion,  double  the  Mexican  res- 
cue of  1995.  The  potential  price  tag  in- 
volves not  only  the  .$40  billion  commit- 
ment to  Indonesia  but  an  additional 
$23  billion  to  Thailand  and  the  Philip- 
pines (table).  Financial  markets  are 
now  betting  that  Korea,  where  debt- 
choked  companies  have  triggered  a 
bank  crisis  and  the  government  is  run- 
ning low  on  foreign  I'eserves,  will  need 
as  much  as  $40  billion  to  clean  up  the 
mess.  These  figures  don't  even  count 
the  cost  of  fixing  Japan's  banks,  which 
have  only  started  to  work  out  their 
problem  loans. 

Huge  numbers.  But  the  imf  and  its 
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rich-country  patrons  are  deadly  seri- 
ous about  halting  the  tremendous 
wealth  destruction  sapping  East  Asia. 
Not  turning  Asia  around  would  not 
only  buffet  the  global  economy,  it  would 
exact  a  high  social  cost  in  countries 
where  a  broad  middle  class  is  emerg- 
ing. Western  firms  rely  on  Asian  de- 
mand for  everything  from  personal 
computers  to  luxury  cars  to  cosmetics 
and  financial  services  to  fuel  their  ex- 
pansion plans,  and  Asians  rely  heavily 
on  the  U.S.  market  to  prosper.  If,  as 
expected,  Asia's  economic  growth  rate 
in  1998  slows  by  three  whole  percent- 
age points  from  its  1996  i-ate,  the  drop- 
off would  amount  tn  -"^T.')  liillion  in  lost 
gTowth.  More  Asian 
turmoil  would  also 
continue  to  roil 
markets  around  the 
world. 

But  the  bailout 
will  ultimately  fail 
unless  agencies 

CHAVALIT  QUITS 

Political  fighting 
cost  the  Thai 
economy  dearly- 
and  brought 
down  the  Prime 
Minister 


such  as  the  imf  coax  badly  nee 
change  out  of  the  region's  leaders, 
years,  Asia's  corporate  and  poll 
chiefs  have  borrowed  far  more  mc  in 
fi'om  foreigners  than  could  be  pioid 
ly  invested.  Asian  companies  have  j 
into  hock  to  the  rest  of  the  worL 
the  tune  of  at  least  $700  billion  s 
1992,  figiu'es  Josephine  Jimenez,  se 
portfolio  manager'  for  Montgon  at 
Emerging  Markets  Fund.  Japai 
banks  alone  have  lent  Asians  $263 
lion,  while  Europeans  have  lent  ' 
billion  and  Americans  $55  billion. 

So,  while  the  world  marveled  at 
Tiger  economies'  exporting  prowes 
was  often  debt-fueled  speeulatio 


lorts,  high-rise  office  towers,  and 
condos  that  was  increasingly 
growth.  Money  that  did  flow 
ufacturing  often  just  built  auto 
plants  that  simply  added  to  the 
^lut  in  those  products. 
,  many  of  those  loans  have 
.  In  addition  to  the  problem 
lat  are  on  Japanese  lenders'  mm^ 

banks  in  Indonesia, 
a,  the  Philippines,  Thailand, 
rigapore  have  run  up  bad 
totaling  $73  billion — an 
:  equal  to  13%  of  those 
es'  economic  output,  esti- 
Jardine  Fleming  Interna- 
lecurities  analyst  Robert  G. 
i.  In  relative  terms,  that's  a 
ger  crisis  than  either  the 
ivings  and  loan  crisis  of  the 
)r  the  implosion  of  Japan's 
i  economy"  earlier  in  this 
"It's  a  quagmire,"  Zielinski 


G  LOW.  The  biggest  diffi- 
finding  the  bottom.  That's 
i  Asian  governments  have 
led  an  opaque  financial  sys- 
which  outsiders  often  don't 
vhere  the  state  ends  and 
itions  begin.  Korea,  for  ex- 
has  pledged  its  foreign-cui'- 
'eserves  to  bail  out  banks 
irantee  foreign  loans  to  cor- 
borrowers  that  push  its  ex- 
)licy.  The  governments  of 
d,  Indonesia,  and  Malaysia 
so  made  off-the-book  gxiar- 
to  support  favored  compa- 
at  create  employment  and 
ational  goals.  Banks  have 
ager  to  lend  against  these 
pledges.  Factor  in  the  true 
supporting  all  the  corpo- 
•ecks,  and  the  governments 
'  far  more  broke  than  any- 
ipects. 

;he  payoff  from  abandoning 
ewed  form  of  market  eco- 
could  be  tremendous.  If 
nerges  as  a  cleaner  place 
iusiness  and  develops  a  re- 
le  banking  sector,  investors 
jme  back  much  faster.  Gov- 
its  could  also  use  the  crisis 
pportunity  to  divert  invest- 
•om  frivolous  real  estate  or 
h  manufacturing  into  more 
ized  areas  that  promise 
profits. 

e  will  be  more  bad  news, 
r,  before  the  real  benefits  of 
it  are  seen.  Korea  could  be 
go.  This  year,  6  of  the  top 
orations  have  filed  for  bank- 
That's  a  corporate  disaster 
•able  to  Dupont,  Chrysler, 
irs  Roebuck  biting  the  dust 
same  time.  If  all  the  bad 


corporate  loans  are  written  off,  the  en- 
tire equity  of  Seoul's  major  commer- 
cial banks  will  disappear.  The  Bank  of 
Korea  has  already  extended  $4  billion 
in  emergency  loans  to  its  banks  and 
may  need  to  come  up  with  more. 

Yet  the  government  is  running  out 
of  money.  "The  country  has  $65  billion 


CRUNCH  TIME 

South  Korea's 
banks  are  reeling 
under  the  weight 
of  bad  loans 


The  IMF  Bailout:  What  Could  It  Cost? 


INDONESIA 

Suharto  regime  has  agreed  to  shut  down  banks,  break  up 
government  monopolies,  and  dilute  the  interest  of 
the  ruling  family  and  its  cronies  to  get  IMF  package. 

ESTIMATED  COST 

$40  BILLION 

THAILAND 

To  get  IMF  funds,  Thai  government  plans  to  shut,  merge, 
or  fix  58  finance  companies.  But  political  chaos  is  stalling 
reforms  and  hindering  the  bailout. 

$22  BILLION 

PHILIPPINES 

So  far,  it's  getting  a  small  package  to  stabilize  its  currency. 

$1  BILLION 

SOUTH 
KOREA 

It  could  be  next  in  line  for  IMF  help,  as  a  string  of  chaebol 
bankruptcies  has  triggered  a  debt  crisis  in  the  bank  sector, 
forced  the  stock  market  down,  and  depressed  the  won. 

$40  BILLION 

ESTIMATED  TOTAL  $103  BILLION 


And  Asia's  Other  Problem  Spots 


lAPAN 

The  biggie.  Its  banks  are  struggling  with  an  estimated  $250  billion  in  problem 
domestic  loans.  Now,  the  financial  sector  has  serious  exposure  to  $265  billion 
in  Asian  loans.  The  possible  solution:  a  massive  securitization  of  problem 
debt.  Cost  of  such  a  program:  up  to  $200  billion. 

CHINA 

The  great  unknown.  The  major  state-owned  banks  have  some  $90  billion  in 
problem  loans.  The  government  has  no  coherent  plan  for  a  workout  and  hopes 
economic  growth,  privatization,  and  asset  sales  will  avert  a  crisis. 

MAU^YSIA 

The  government  says  there  is  no  debt  crisis,  but  a  large  current  account  deficit, 
big  foreign  borrowings,  and  soft  real  estate  still  put  the  financial  system  at  risk. 

DATA:  BUSINESS  WEEK 


to  $70  l>iliiiiii  (  i  -hort-term  foreign 
debts  maturing  within  a  year,  while 
the  centi'al  bank  has  foreign  exchange 
reserves  of  only  $30  billion,"  says  Park 
Kyung-inin,  chief  investment  officer  of 
Asset  Korea  Capital  Management.  If 
rollovers  of  the  loans  ai-e  not  possible, 
then  the  government  may  have  to  seek 
help  from  the  imf.  If  the  imf  comes 
in,  it's  sure  to  demand  big  changes: 
opening  capital  markets  that  are  virtu- 
ally closed  to  outsiders,  lifting  the  ban 
on  takeovers,  and  breaking  the  link  be- 
tween the  banks,  the  government,  and 
the  chaebol. 

As  the  disaster  spreads,  the  IMF  will 
find  itself  struggling  to  fight  a  war  on 
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several  fi'onts  against  recalcitrant  politi- 
cians and  their  corporate  allies. 
Nowhere  ai'e  these  conflicts  more  evi- 
dent than  in  Thailand,  whei'e  Prime 
Minister  Chavalit  Yongchaiyudh  just 
announced  his  resignation. 

Political  bickering  within  Chavalit's 
six-paity  coalition  government  has  cost 
the  economy  dearly.  When  the  imf  for- 
mulated its  rescue  package,  it  assumed 
that  a  round  of  Thai  tax  hikes,  a  20% 
cut  in  budgetary  spending,  and  swift 
bank  closures  would  stabilize  the  na- 
tion's cui-rency  at  82  baht  to  the  dollar 
Chavalit  mostly  followed  through  on 
the  fii'st  two  counts  but  balked  at  de- 
termining the  fate  of  58  wobbly  finance 
companies  that  made  big,  bad  bets  on 
the  real  estate  market.  "They  need  to 
shut  down  those  finance  companies  once 


and  for  all,"  says  Nikhil  Bhati  OVERBUILT 

Srinivasan  of  Morgan  Stanley's   _  

Bangkok  office.  China's  banks 

H       the  government  dithered,  ^j.^  in  the  hole, 
the  baht  fell  to  41  to  the  dollar  ' 
fi-om  26  before  Thailand  deval-  tOO-and  real 
ued  the  currency  in  July.  Now,  ^^^^^^^  eXCeSSCS 
the  IMF  doesnt  have  anyone  to 

negotiate  with,  especially  since  threaten  it  further 
all  of  the  country's  political  par- 
ties are  tainted  by  corniption  and  mis- 
management. Says  one  Western  econo- 
mist in  Bangkok:  "There  doesn't  appeal' 
to  be  a  sense  of  urgency.  It's  just  coali- 
tion politics  as  usual."  Since  the  Thai 
economy  will  be  lucky  to  grow  by  1% 
over  the  next  year  and  tax  receipts 
will  drop,  the  prudent  budget  that  the 
IMF  demanded  now  looks  like  a  lost 
cause.  Worse,  Thai  companies  have 
some  $15  billion  in  short-term  foreign 
debt  that's  coming  due  by  yearend. 
Says  Stewart  J.  Matthews,  director  of 
research  at  Deutsche  Morgan  Grenfell 
Securities  (Thailand):  "Every  company 
in  Thailand  is  for  sale  now." 

The  resulting  slump  is  now  evident 
everywhere.  Two  huge  Toyota  Motor 
Corp.  car-assembly  plants  outside 
Bangkok  have  shut  down  for  the  rest 
of  the  year.  At  the  Peninsula  Plaza, 
one  of  Bangkok's  ritziest  shopping 
malls,  there  are  70%-off  sales.  Pricey 
designer  boutiques  such  as  Christian 
Lacroix,  Emanuel  Ungaro,  Christofle, 
Fendi,  and  Moschino  in  September 
have  started  closing  shop  on  Mondays. 

On  the  highway  into  Bangkok,  loom- 
ing over  the  traffic  jams,  stand  the  ce- 
ment pillars  meant  to  support  a  rail- 
and-highway  project.  The  mass-transit 


scheme,    in  wlcli 
Gordon  Wu's  Hij; 
Kong  company  j\- 
vested   more  tan 
$500  million,  is  (ily 
20%  finished,  ytrs 
behind  schedule,  no 
now  officially  us 
pended.  It's  a  vicin 
of  the  property-rir 
ket  collapse,  the  to 
nomic  downti^, 
government  misrp- 
agement,  and  co^o- 
rate  hubris.  | 
CONCESSIONS.  Ir.i 
start    the  refc- 
some  observers  tl 
Wasliington  will  i 
to  step  forward  \ 
a  $5  billion  pic 
and  so  send  a  si;; 
that  it  wants  a  ^,ia 
bailout  to  work,  lev 
would  bring  the 
tential  bailout  co.- . 
$22  biUion.  "It  wdli 
make  sense  for  1 
U.  S.  governmen 
come  up  with  a 
tribution,"  says  ( 
longphob  Sussi 
karn,  president 
Thailand  Deve 
ment  Researcli  Ii 
tution  P"'oundati(i, 
leading  think  tar. 
In  the  end,  it  'a 
Washington's  pledge  of  $3  biUion  tol^ 
Indonesian  bailout  that  gave  the 
the  extra  boost  it  needed.  It  i 
months  for  Indonesian  President  Su 
to  to  work  out  the  strategy  for  br 
ing  in  the  imf.  In  September,  he  qic 
ly  called  on  Widjojo  Nitisastrc 
I'etired  economic  adviser  known  fon: 
free-market  views,  to  restore  stab 
While  the  cabinet  stayed  in  the  dri 
Widjojo  came  up  with  a  game  plan  'jtn 
called  for  higher  interest  ratet  t 
stabilize  the  currency  and  approacn 
the  IMF. 

As  resistance  to  a  humiliating  K 
bailout  mounted,  Suharto  tried  to  Bi 
suade  Singapore  to  come  up  withii 
money.  But  Singapore  authoiities  c;  > 
Suharto's  bluff  by  demanding  sei-i 
reforms  and  a  tie-up  with  the  imfiA 
that  point,  the  imf  teamed  up  withjj 
U.  S.  to  get  the  deal  done. 

The  concessions  the  imf  has  alrti 
won  from  Jakarta  have  surprised! 
servers.  Besides  liquidating  the  ba| 
the  government  has  also  vowed  to 
restrictions  on  wheat  and  flour  imjrt 
and  lessen  the  power  of  the  so-cifei 
National  Logistics  Board,  or  BiM 
which  calls  the  shots  on  the  trade! 
distribution  of  commodities.  In  sW 
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GivingYou  More  Of  Latin  America  Than  Any  Other  Airline. 

As  alw  ays,  ;^ALlvantagi.''  tra\'L'l  awards 
prijyiani  iiieiiibcrs  earn  niilc.igc  credit 
toward  upgrades  and  travel  wherever 
American  tlies  worldwide.  So,  whether 
yoLi  re  headinj^  to  C^anciin  for  the  beach 
( >r  Buen(  )s  Mvs  ( )n  bLisiness,  eall  y(  >lii'  'li'avel 
Agent  or  Amencan  at  l-«()()-i3.-^-730(),  or 
visit  us  (jn  the  web  at  www.anicTicuiair.com 
Wherever  \'oli  need  to  be  in  Latin 
America,  American  is  there. 

AmericanAirlines 

SomethiJig special  to  Latin  AinenccC 

American  Airlines  and  AAdvantage  are  registered  tradeniarl<s  ( if  Anient.in  Airlines.  Inc.  Amencan  Airlines  rescr\ es  the  ri>;ht  l< >  change  AAcKantjge  pn  igrani  rules, 
regulations,  travel  awards  and  special  offers  at  any  time  without  notice,  .ind  to  end  the  :A,\d\  antage  program  with  six  months  notice  .AAdvantage  travel  awards, 
mileage  accnial  and  special  offers  are  subject  to  government  regulations,  *N'ew  sen  ice  begins  December  1W7  subject  to  government  appnnaf 


No  one  brings  the  U.S.  and  Latin 
America  together  like  American  Airlines. 
From  Chicago,  Dallas/Fort  Worth, 
Los  Angeles,  Miami  and  New  York, 
American  offers  more  nonstop  service 
to  Latin  America  than  any  (.)ther  airiine. 
And  our  commitment  to  growth  con- 
tinues. In  December  1907,  Atiieiican  will 
introduce  new  service  to  Porto  Alegre, 
Brazil,  and  Puebla.  Mexico. 


34  Cities.  18  Countries. 


Buenos  Aires.  Argentina 
Belize  City.  Belize 
1..1  Paz.  Bolivia 
Santa  Cniz,  Bolivia 
Belo  Horizonte.  Brazil 
Porto  Alegre.  Brazil' 
Rio  cle  Janeiro,  Brazil 
S.io  Paulo,  Brazil 
S,intiago,  Chile 
Barranc|uilla.  Colombia 
Bi  igot.i,  C'olombia 
Cali,  Colombia 
San  Jose.  Costa  Ric  a 
Cruayacjuil,  Ecciadi)r 
(^)uito.  l'"cuaclor 
S.in  Salvador. 

1:1  Salvador 
Cjiiatemala  City. 

( Hiateni.iLi 


San  Pcdio  Siila, 

lie  >ndur.is 
Tegucigalpa.  Hondur.i'- 
.Acapulco.  Mexico 
Cancun.  Mexico 
Ciuadalaiara.  Mexico 
Leon.  Mexico 
l.os  Cabos.  Mexico 
.Mexico  City.  Mexico 
.Monterrey,  Mexico 
I'liebia,  Mexico' 
Puerto  Vallarta.  Mexici 
Managua.  Nicaragua 
P.inania  City.  Panama 
.'\sunciCin.  Par.igiiav 
Lim.i  Peni 
t^.ir.icas.  Venezuela 
.Montevideo. 

l'riiL!u,i\' 


As  the  disaster  spreads,  the  IMF  will  find  itself 
fighting  on  several  fronts  against  recalcitrant 
politicians  and  their  corporate  allies 


tion,  local-content  rules  on  auto  assem- 
bly will  be  scrapped.  Says  Dennis  de 
Ti-ay,  director  of  the  World  Bank's 
Jakarta  office:  "There  is  no  reason  to 
think  that  the  imf  package  is  at  risk." 
Yet  others  disagree,  and  resistance 
from  Suharto's  family  and  associates  is 
certain  to  test  the  clout  of  the  imf  and 
its  technocrat  allies  within  Indonesia 
(page  124). 

The  other  wild  card  in  the  region  is 
Japan.  The  world's  biggest  exporter  of 


siders  at  bay  for  decades,  has  no  choice 
but  to  encourage  the  trend,  given  the 
depth  of  the  mess. 

The  number  of  deals  is  starting  to 
pile  up.  So  far,  Bankers  Ti-ust  New 
York  Coi-p.  has  teamed  up  with  Nippon 
Credit  Bank,  Barclays  Bank  with 
Hokkaido  Takushoku  Bank,  and  Swiss 
Bank  with  the  Long-Term  Credit  Bank 
of  Japan.  All  three  alliances  have  been 
motivated  by  the  mof's  desire  to  en- 
courage a  market  in  Japan's  bad  debt. 


quire  decent  Japanese  real  estateit 
below-market  prices.  The  Western  m. 
ey  houses  also  want  to  position  thd 
selves  to  manage  Japanese  pensiu 
and  portfolios. 

More  important,  an  increasing  i- 
eign  presence  in  the  Japanese  finana 
system  could  slowly  loosen  the  M( 
u'on  giip.  That's  a  goal  Washington  , 
quietly  supported  for  years.  It  has  ;, 
pointed  out  that  Japan  still  lackij 
clearinghouse  similar  to  America's  I 
olution  Ti'ust  Corp.  that  can  seize 
lateral,  establish  ownership  rights, 
sell  a  steady  flow  of  properties  to 
ternational  investors.  Tax  incenti 
for  sales  of  distressed  assets  are  \i 
ing  as  well.  "We  have  encouraged 
Japanese  to  learn  fi'om  oui"  rtc  exp 
ence,"  says  one  U.  S.  official. 
FIREWALL.  At  least  the  Japanese 
showing  some  signs  of  understanc 
their  financial  problems.  In  Malaj 
Prime  Minister  Mahathir  has  decla 
the  system  is  sound — the  country 
even  donated  funds  to  support  Ir 
nesia's  bailout.  Yet  investors  wor 
when  the  bad  news  will  leak  out. 
Jardine  Fleming  report  suggests 
performing  loans  held  by  the  ba' 
could  account  for  almost  23%  of  gij 
domestic  product — a  level  surpas^ 
even  Thailand's. 

Then  there's  China.  It's  the  last 
growth  economy  in  the  region,  yetj 
top  banks  have  about  $90  billior 
problem  loans.  The  country  is  walll 
ing  in  excess  manufacturing  capad 
and  real  estate  in  Shanghai  and  BeiJ 
is  overbuilt.  The  Chinese  currencj 
nonconvertible  and  so  has  a  sorl 
firewall  to  protect  China  from 
traders  who  have  attacked  the  rej 
other  currencies.  Yet  no  one  kn| 
how  an  internal  debt  crisis  could 


capital,  it  is  too  big  and  too  I'ich  to 
need  the  IMF's  money.  A  bailout,  one 
Ministry  of  Finance  insider  says,  would 
"mean  the  death"  of  Prime  Minister 
Ryutaro  Hashimoto's  government.  But 
Japan  is  flirting  with  recession,  corpo- 
rate bankruptcies  are  soaring,  and  the 
Nikkei  stock  average  is  approaching 
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levels  that  will  mean  big  losses  on  the 
stock  holdings  of  the  nation's  banks, 
brokers,  and  life  insurers. 

The  big  question  is  whether  the 
pressure  has  reached  a  point  where  se- 
rious change  is  possible  inside  Japan's 
closed  il  l  uncial  system.  Within  Jajianese 
banking  cii  cles,  it's  certainly  no  longer 
corporate  treason  to  seek  the  help  of 
foreign  banks  m  culling  out  bad  loans 
from  their  portfolios.  Even  the  Min- 
istry of  Finance,  which  has  kept  out- 


STOCK  WATCH 


The  foreign  players  have 
the  knowhow  to  package 

real  estate  into  marketable  Japan's  eCOnomy 

securities,  price  them  a  ,  jg  ^^^i^^j} 

distribute  them  globally.  If  ...    -    -  -  .,   , 

Japanese  banks  can  finally  the  Nikkei  IS  near  major  reform  in  the  secto| 

remove  these  bad  loans  Jgygjg  ^}iat  COUld  crisis  atmospher 


over  China's  borders  and 
plicate  the  IMF's  task  of| 
viving  the  region.  A  big 
jing  conference  on  bankJ 
mid-November  may  resull 


from  their  books,  they  can 
repair  their  balance  sheets  clobber  banks 
and  get  back  into  the  busi- 
ness of  lending  and  spurring  economic 
growth. 

As  a  result,  major  Japanese  banks 
sold  some  $50  billion  in  such  securities 
in  the  latest  fiscal  year,  double  the  pri- 
or year.  Some  see  a  $100  biUion  market 
by  decade's  end.  Says  Long-Term  Cred- 
it Bank  Managing  Director  Takashi 
Uehara:  "It's  obviously  sort  of  a  mega- 
trend that's  pushing  the  transforma- 
tion of  our  financial  sector."  The  for- 
eigners, in  turn,  often  get  equity  stakes 
in  Japanese  banks,  as  well  as  fat  fees 
for  brokering  deals  and  a  chance  to  ac- 


forcing    technocrats  fi 
Tokyo  to  Jakarta  to  ret 
cherished  notions.  It's  gi 
to  take  a  concerted  effort  by  the 
to  make  sure  Asia's  market  tur 
and  banking  crises  don't  do  real  dj 
age  to  the  global  economy.  But  set 
the  stage  for  a  durable  recovery 
also  take  forceful  action  by  local  }| 
ernments — and  plenty  of  short-t 
pain. 

By  Brian  Bremner  in  Tokyo, 
Michael  Shari  in  Jakarta,  Bruce 
horn  in  Bangkok,  Moon  Ihlwari 
Seoul,  Mike  McNamee  in  Washim 
Kerry  Capell  in,  New  York,  and 
reau  reports 
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HERE'S  AN  EMERGENCY  BOARD  MEETING.  THE  CFO  NEEDS  NUMBERS  BY  NOON! 


You  Need  Them 

Fast 

You  Need  Them 

Right 

You  Need 

CFO  Vision 


TM 


When  you're  under  pressure  to  make  critical 
business  decisions,  CFO  Vision  software  delivers 
the  timely  and  accurate  information  you  need. 

CFO  Vision  IS  the  single  source  for  all  your 
key  business  information,  both  financial  and 
non-financial— readily  accessible  for  interactive 
analysis  and  reporting.  It's  never  been  easier  to 
see  product  and  customer  profitability,  the  potential 
impact  of  a  reorganization,  or  key  performance 
indicators— in  any  currency 

You  can  view  your  business  from  all  angles 
because  CFO  Vision  is  the  first  financial  consoli- 
dation and  reporting  software  that  integrates 
flexible  multidimensional  analysis  (CLAP).  All 
from  one  vendor... SAS  Institute,  the  leading 
name  in  decision  support  at  more  than  29,000 
companies  woridwide  including  the  Fortune  100. 


For  a  closer  look,  give  us  a  call  or  visit  us  at 
www.sas.com/vision 


SAS  IS  a  registered  Irademack,  and  CFO  Vision  a  Irademark.  of  SAS  Inslilule  Inc      Copyright  1997  by  SAS  Institute  Inc 


CAN  THE  IMF  WRESTLE  DOWN  SUHARTO  INC.? 


For  a  region  that 
has  felt  shock  after 
shock  since  July, 
some  rehef  came  in  the 
final  days  of  October. 
The  $40  billion  Interna- 
tional Monetary  Fund 
bailout  of  Indonesia 
boosted  the  mpiah — 
battered  by  a  30% 
plunge  since  July — by 
more  than  10%  and 
brought  a  breath  of  life 
back  to  the  stock  mar- 
ket. Across  Southeast 
Asia,  the  confidence 
bought  by  the  infusion 
helped  buttress  the 
cuiTencies  and  mai'kets 
of  Indonesia's  neigh- 
boi's.  For  the  moment,  it  seemed,  at 
least  one  Southeast  Asian  countiy 
was  ready  to  take  steps  toward  abol- 
ishing the  crony  capitalism  and  un- 
bridled lending  that  are  jeopardizing 
the  region's  gi'owth. 
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Indonesia  is  the  acid  test  of  the 
IMF's  ability  to  curb  the  excesses  of 
Asian  capitalism.  The  next  few 
months  are  critical.  The  economic 
downturn  has  caused  at  least  2  mil- 
hon  layoffs,  compounding  Indonesia's 
struggle  with  devastating  forest  fu-es 
and  the  worst  drought  in  50  years. 
IMF-imposed  austerity  measures  are 
roiling  President  Suhaito's  cronies 
and  family,  who  are  fighting  to  pro- 
tect their  economic  turf.  Meantime, 
Suharto  is  trying  to  gxiarantee  a  sev- 
enth consecutive  five- 
year  teiTn  as  president. 
Already,  student 
demonsti'ators  are  de- 
nouncing him.  Rioting 
is  predicted.  "The  chal- 
lenge is  how  to  imple- 
ment the  package  with- 
out creating  social 
uni'est,"  says  Rizal 
Prasetijo,  economist  at 
Jardine  Fleming  Nu- 
santara  in  Jakarta. 
"PROBLEMS."  How 
much  change  the  IMF 
package  can  bring  to 
Indonesia  is  hotly  con- 
tested. Jakarta  agi'eed 
to  remove  some  import 
bai'riers,  dismantle 


•TOMMY' 

Will  local  banks 
still  have  to  lend  to 
his  car  company? 


1  I.I  11  of  its  food-distribution 
monopoly,  and  close  16 
banks,  including  some  be- 
longing to  Suharto  family 
membei's.  But  Suharto  vdll 
have  to  stop  his  family 
from  sabotaging  these 
moves.  "There  are  going 
to  be  a  lot  of  problems 
with  implementation,"  says 
Nicholas  Brooks,  an  economist  with 
Peregrine  Securities  Singapore.  "The 
question  is  in  the  details." 

The  main  obstacle  is  the  nature  of 
the  Suharto  system  itself.  The  Presi- 
dent's children  and  fi'iends  are  virtu- 
ally synonymous  with  Indonesian  Big 
Business.  At  least  some  of  the  IMF's 
attempts  to  sepai'ate  the  two  realms 
are  cosmetic  at  best.  Even  though  a 
number  of  banks  are  being  liciuidat- 
ed,  finance-industry  sources  say  four 
heavily  indebted  banks  avoided  the 
chopping  block,  perhaps 
because  of  their  connec- 
tions to  Suharto.  They  in- 
clude Bank  Yama,  owned 
by  Suharto's  eldest  daugh- 
ter, Siti  Hardiyanti  Ruk- 
mana,  known  as  Tutut,  and 
Bank  Utama,  linked  to 
Suharto  son  Sigit  Harjoyu- 
danto.  Both  banks  received 
infusions  of  capital  from 
Mther  well-connected  banks 
on  the  eve  of  the  closures. 

Among  the  well-connect- 
ed banks  that  were  liqui- 
dated, trouble  is  brewing 
that  will  severely  test  In- 
donesia's dedication  to  re- 
form. Another  Suharto  son, 
Bambang  Ti-ihatmodjo,  who 


PROTESTERS 

Social  unrest  may 
explode  just  when 
Suharto  is  aiming 
to  begin  a  fifth 
presidential  term 


owns  25%  of  liquidated 
Bank  Andromeda,  filed 
a  lawsuit  against  Fi- 
nance Minister  Mar'ie 
Muhammad,  accusing 
him  of  a  political  move 
to  disgrace  the  Suharto 
family.  Suharto's  half- 
brother  Probosutedjo, 
who  owns  Bank  Jakar- 
ta, defied  the  IMF  by 
keeping  his  bank  open 
and  honoring  depositor 
withdrawals.  Whether 
the  political  heavy- 
weights will  accept 
their  losses  remains  to 
l  »e  seen.  "There  is  defi- 
nitely a  danger  the  IMF 
package  could  um-avel," 
says  Jonathan  Han'is 
of  HSBC  Secuiities  in 
Jakarta.  "Political  is- 
sues could  come  back 
to  haunt  everyone." 
RICE  BOWL.  The  IMF 
plan  leaves  several  con- 
troversial projects  un- 
scathed. They  include 
the  national  car  pro- 
gi'am  in  which  Suharto's  youngest 
son,  Hutomo  Mandala  Putra,  or  Tom 
my,  imports  cars  duty-fi'ee  from 
South  Korea.  Tommy  becomes  chair- 
man of  Timor  Putra  Nasional,  instead 
of  president,  and  keeps  a  controUing 
equity  stake.  Even  though  the  com- 
pany's cars  are  selling  poorly,  local 
banks  may  still  be  forced  to  lend 
$690  million  to  Tommy's  company  so 
it  can  start  assembly  in  Indonesia. 

The  IMF,  howevei",  wants  to  break 
up  the  government's  food-distribution 
monopoly,  called  Bulog,  that  is  run 
by  a  close  Suharto  associate.  The 
ftmd  is  angling  to  open  the  market  tc 
competition.  But  the  new  rules  leave 
untouched  Bulog's  monopoly  on  rice, 
Indonesia's  biggest  farm  commodity. 

Just  a  few  months  ago,  any  sug- 
gestion that  Indonesia  would  close 
politically  connected  banks  or  break 
up  monopolies  would  have  been 
laughed  at.  So  anything  the  IMF  can 
achieve  is  major  progress.  "This 
shows  they're  being  finn.  That  has 
psychological  and  political  impact," 
says  a  banking  analyst  at  a  Jakarta 
brokerage.  But  the  battle  between 
Suharto  Inc.  and  the  IMF  will  be  hare 
fought  and  prolonged. 

By  Michael  Shari  in  JakaHa,  with 
Sheri  Prasso  in  New  York 


\ 
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It's  more  fun  with  a  Lexmark. 

No  matter  what  you  print  from  your  home  office,  you'll  want  to  do  it  with 
a  Lexmark. 

Our  new  Lexmark  7200  color  printer,  with  Lexmark  EX2  Technology^ 
meets  even  your  toughest  customers'  needs  with  laser-quality  text  and 
photo-realistic  images,  even  on  plain  paper.  So  you  produce  eye-popping 
charts,  spreadsheets  and  sales  brochures,  all  printed  faster  than  you 
could  imagine. 

It  makes  sense.  All  we  make  is  printers,  so  all  we  think  about  is  how 
to  make  them  more  productive  (and  more  fun  to  use). 

Call  us  at  1-800-539-6275,  or  visit  us  at  www.lexmark.com  and 
^i^,     find  out  how  a  Lexmark  can  _ 

help  you  make  it  big.  L/EXM^VRK 
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For  a  tree  copy  of  our  GSM  booklet  please  fax  us  a  copy  of  your  business  card  on  +1  (972)  583  1853.  Or  you  can  visit 
our  website  at  www.encsson.com/systems/gsm.  Ericsson  Inc.,  740  East  Campbell  Road,  Richardson,  TX  75081.  USA.  Telephone:  +1  (972)  583  0000. 


IF  YOU  WANT  TO  TEST  GSM, 


HERE'S  THE  ITINERARY  FOR  YOUR 


TRAVEL  AGENT. 


Albania,  Andorra,  Australia,  Austria,  Senegal,   Seychelles,   Singapore,  Slovak 

Azerbaidjan,   Bahrain,   Belgium,   Brunei-  Republic,  Slovenia,  South  Africa,  Spain, 

Darussalam,  Bulgaria,  Cameroon,  Canada,  Sri  Lanka,  Sudan,  Sweden,  Switzerland, 

Chile,  China,   Croatia,   Cyprus,   Czech  Tliiwan,  Tanzania,  Thailand,  Turkey,  Uganda, 

Republic,  Denmark,  Estonia,  Fiji,  Finland,  Ukraine,  UAE,  U.K.,  U.S.A.,  Vietnam,  West 


France,  French  Polynesia,  Georgia, 
Germany,  Ghana,  Gibraltar, 
Greece,  Guernsey,  Hong  Kong, 
Hungary,  Iceland,  India,  Indonesia, 
Iran,  Ireland,  Isle  of  Man,  Italy, 
Jersey,  Jordan,  Kenya,  Kuwait, 

Laos,  Latvia,  Lebanon,  Lesotho,   

Lithuania,  Luxembourg,  Macau,  Macedonia 
Malawi,  Malaysia,  Mauritius,  Monaco 
Mongolia,  Morocco,  Namibia,  Netherlands 


GSM  IS  IMPLEMENTED 


800  AND  1900  MHz 


FREQUENCY  BANDS. 


Africa,  Yugoslavia  (Fed.  Rep.), 
Zimbabwe. 

There  are  more  than  200  GSM 
networks.  In  over  100  countries 
and  territories.  On  6  continents. 
With  some  50  million  subscribers. 
All  linked  together  by  more  than 
1500  roaming  agreements  between  operators. 
And  this  whole  world  of  GSM  is  growing  at 
the  rate  of  75,000  new  subscribers  every  day. 


New  Caledonia,  New  Zealand,  Norway,  Quite  clearly,  the  world's  first  digital  mobile 
Pakistan,  Phillipines,  Poland,  Portugal,  phone  standard  is  also  the  world's  leading 
Qatar,  Reunion  (La),  Russia,  Saudi  Arabia,      digital  mobile  phone  standard. 

GSM.  The  standard  that  sets  the  standard. 
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RIDING 
OUT  THE 
STORM 

So  far,  U.S.  financial  firms 
haven't  been  badly  hurt 


When  the  U.  S.  stock  market 
dived  7%  on  Oct.  27,  financial 
issues  were  among  the  hard- 
est hit.  Amid  wonies  that  the 
economic  troubles  in  Asia  and  other 
emerging  markets  would  damage  earn- 
ings, shares  of  Merrill  Lynch  &  Co.  and 
Morgan  Stanley,  Dean  Witter,  Discover 
&  Co.  plunged  about  12%  each.  Stocks 
have  since  recovered,  as  have  traders' 
hopes  for  most  big  U.  S.  financial  finns 
that  have  big  overseas  businesses.  Out- 
side of  a  few  large  banks  and  hedge 
funds,  most  U.  S.  financial  institutions 
are  likely  to  emerge  relatively  un- 
scathed from  the  market's  tanti-um. 

In  contrast  to  their  position  during 
the  1980s  developing-country  lending 
crisis,  U.  S.  banks  now  have  stronger 
balance  sheets  to  weather  stornis.  The 
Federal  Reserve  says  that  total  foreign 
lending  by  U.  S.  banks  was  $652  billion 
as  of  June  :30.  Of  that,  only  $131  billion 
are  Asian  loans — less  than  3%  of  the 
banks'  total  assets.  "There  is  a  general 
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sense  that  banks  are  well-capitalized 
and  can  weather  any  problems  from 
this,"  says  one  U.  S.  regulator 

Most  U.  S.  secuiities  fiiTns  also  seem 
able  to  ride  over  the  bmnps.  Tiaie,  they 
got  a  bad  scare.  But  so  far,  the  ups  and 
dowTis  have  had  little  bottom-line  impact. 

"Undoubtedly,  on 
Wall  Street  there 
are  trading  desks 
that  had  a  gi'eat 
year  laiined.  But  at 
Morgan  Stanley,  it 
didn't  really  have 
an  impact,"  says 
Morgan  Stanley 
Cl-iief  Fir.ancial  OfB- 
cei-  Robert  G.  Scott. 
Morgan  Stanley, 
wWch  used  to  eam 
almost  half  of  its 
revenues  overseas, 
now  gaiTiei-s  aimind 
18%  of  its  revenues 


EXPOSED 

Citi  could  suffe 
big  loan  losses 
Asia  but  may 
also  pick  up 
market  share 


outside  the  U.  S., 
thanks  to  its 
combination  with 
the  predominant- 
ly domestic  Dean 
Witter  Discover. 

Another  com- 
pany that  says 
it  will  survive 
Asia's  storms  is 

American  International  Gi'oup  Inc 
though  the  big  insiu'er  derives  38%  of 
operating  eaiTiings  in  the  Fai"  East,  mi 
of  that  comes  fi'om  Japan,  where  pro 
remain  strong.  In  addition,  says  Ch; 
man  Mamice  R.  Greenberg,  aig's  As 
insiu'ance  units  do  then-  business  in  1( 
cuiTencies,  insulating  them  from  gj, 
tions  in  the  dollar's  value.  "Om*  bott 
Line  is  hai'dly  affected  at  ;ill,"  says  Gre 
berg,  who  views  Asia's  tm'bulence  as 
opportimity  to  acquii'e  stocks,  bonds, 
possibly,  entii'e  companies  in  the  reg 
That's  not  to  say  that  news  of 
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Liberty  Mutual  is  committed  to  reducing  the  impact  oi  low  biick  pain,  so  someone 
like  Joe  won't  miss  work,  or  the  occasional  piggybiick  ride  with  daughter  Lisa. 
At  our  research  center  we  analyze  how  variations  in  bending  Imbits  can  ciHect  the 
risk  oF  low  back  pain.  Our  research  has  led  to  innoviitivc  products  like  Computask," 
a  software  program  we  use  to  evaluate  workplace  tasks  and  help  recommend  wiiys 
to  ensure  that  Joe  and  daughter  Lisa  li\'e  safer,  more  secure  li\'es. 

LIBERTY 

^     Theiwi  more  iiitormnt ioii  n't'  J  like  to  .'hdrc.  So  plca.n-  call  John  Ryan  MUTUAL 
at  (bl7)  57-i-^8-i2  or  fwil  our  ^^'cl\<ite  at  http-.l/w^^'w.lihertynuitual.com     "^K*-'  freeJo/n  o/  Liher^'i 
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w  Cable  Systems  International  connects  with  customers  twice  as  fast. 

n  Cable  Systems  International  (CSI)  was  formed  from  a  unit  of  AT&:T,  it  needed  a  system  that 

Id  help  get  its  telecommunications  products  to  customers  c]uickly.  CSI  chose  R/3  " 

k^are  from  SAP.  R/3  cut  order  delivery  times  in  half  in  CSI's  connectorized 

ucts  division.  Now,  customers  can  expect  their  products  in  two  weeks 

ad  of  four.  And  when  requested,  CSI  can  often  deliver  in 

Durs  or  less.  In  fact,  the  connectorized  products  team  has 

hshed  a  near  perfect  shipping  record.  For  CSI, 

was  definitely  a  valuable  connection, 
more  information,  visit  us  at 
://www.sap.com  or 

l_800-283- 
^  P. 


>7^^r^A  Better  1 


A  Better  Return  On  Injomiatioti. 


MOSCOW  HIT? 

Credit  Suisse  First  Boston 
says  it  suffered  little 
damage  even  though  the  # 
value  of  some  Russian 
debt  issues  plunged 

lated  trading  losses  won't  trick- 
le out  or  that  everyone  is  in 
the  clear.  Citicorp,  the  U.  S. 
bank  with  the  most  exposure 
in  Asia  and  the  Pacific,  is  still 
trading  7%  below  its  precrash 
level  of  about  $139  per  share. 
Analyst  George  M.  Salem  of 
Gerard  Klauer  Mattison  &  Co. 
figui-es  Citi  derives  20%  to  25% 
of  its  net  income  from  Asia, 
with  an  additional  25%  from 
Latin  America.  Citi  is  also  the 
only  American  bank  that  has  a 
major  business  outside  the  U.  S. 
making  auto  loans  and  mort- 
gages and  selling  credit  cards. 
As  of  Sept.  30,  Salem  estimates  Citi 
had  $60  billion  in  loans  to  Asian  bor- 
rowers, with  $35  billion  of  that  in  con- 
sumer lending.  Asia's  troubles  will  spell 
roughly  $300  million  in  Asian  loan  loss- 
es for  Citi  next  year,  estimates  Salem, 
adding:  "Citicorp  is  losing  one  of  its 
principal  engines  of  high  gi'owth." 

Still,  Salem  hasn't  reduced  his  1997 
and  1998  earnings  estimates  of  $8.40 
and  $9.30  a  share,  respectively.  Indeed, 
some  analysts  still  rate  the  New  York- 
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based  behemoth  a  strong  buy.  Morgan 
Stanley  analyst  Arthur  P.  Soter  believes 
Citi  can  take  advantage  of  Asian  com- 
petitors' weakness  to  attract  new  de- 
positors and  even  buy  rivals.  Citi 
spokesman  John  M.  Morris  adds  that 
the  bank,  in  the  past,  has  picked  up 
market  share  in  turbulent  times. 

Other  bankers  are  also  staying  the 
coui'se  abroad.  Take  Sanford  R.  Robert- 
son, chaiiTnan  of  BankAmerica  Corp.'s 
Robertson  Stephens  securities  unit.  Dur- 
ing the  recent  White  House  dinner  for 
Chinese  leader  Jiang  Zemin,  Robertson 
used  his  20  seconds  on  the  receiving 
line  to  boast  that  his  fii'm  had  just  fi- 
nanced three  high-tech  companies  in 
China.  In  1996,  BofA  derived  8%-  of  its 
income  fi'om  the  Asia-Pacific  region.  "We 
are  really  committed  to  the  area,  and 
that  has  not  changed,"  says  Robertson. 

While  many  U.S.  banks  will  be  able 
to  shiiig  off  the  Asian  crisis,  some  Eu- 
ropean lenders,  including  Deutsche 
Bank,  Societe  Generale,  and  Banque  Na- 
tionale  de  Paris,  could  face  rising  losses 


in  the  region.  Morgan  Stanley  Dean 
Witter  analyst  Alan  Broughton  esti- 
mates that  in  an  "absolute  worst-case 
scenario,"  Deutsche  could  see  1997  earn- 
ings fall  as  much  as  12%.  He  believes 
BNP  could  see  charges  of  as  much  as 
$155  million. 

LIVE  OR  DIE.  Even  though  stock  mar- 
kets got  the  headlines,  it  was  declines  in 
emerging-market  bonds  that  will  haunt 
some  banks  and  hedge  fimds.  As  some 
issues  fell  30  points  in  one  swoop.  Chase 
Manhattan  Corp.  may  have  had  over 
$100  million  in  emerging-market  trading 
losses,  say  competitors.  Chase  declined 
comment.  But  even  if  Chase  lost  big 
money  trading,  it's  not  expected  to  feel 
much  pain.  Chase  made  $1.9  billion  in 
the  fii'st  tlii'ee  quarters  of  the  yeai'  fi'om 
trading.  And  in  1996,  only  6%  of  its  in- 
come came  from  Asia,  with  5%  from 
Latin  America,  says  Standai'd  &  Poor's 
Corp.  analyst  Tanya  S.  Azarchs.  "This  is 
not  something  they 
live  or  die  by." 

Competitors  say 
Credit  Suisse  First 
Boston,  the  Swiss- 
owned  investment 
bank,  may  also  have 
taken  a  pounding.  It 
is  the  leader  in  trad- 
ing Russian  debt,  with 
500  employees  in 
Moscow.  But  even 
though  the  value  of 
some  Russian  bonds 
plunged  7%,  Alexan- 
der M.  Knaster,  the 
head  of  csfb's  Moscow 
office  says,  "I'm  not 
even  sure  we  had  any 
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damage.  If  we  did,  it  was  insignifican 
Some  hedge  fund  managers  we 
hammered.  Victor  Niederhoffer 
nounced  on  Oct.  29  that  his  equity  po; 
tions  were  "wiped  out"  by  the  sto 
market  correction.  Losses  in  Russi: 
seciuities  caused  George  Soros  to  tak 
beating.  And  a  source  close  to  Leon 
Coopei-man  says  his  domestic  and  op 
shore  funds  were  down  about  6%- 
$60  miUion  to  $70  milhon— on  Oct. 
because  of  losses  in  emerging  mar 
debt.  Cooperman  is  still  up  28%  yi 
to  date,  says  the  source.  Some  m; 
agers  are  faring  even  better.  Julil 
Robertson's  offshore  Jaguar  fimd 
some  $7  billion  in  assets,  is  up  40.3%, 
ter  fees,  thi-ough  Oct.  31. 

Jaguar's  worst  damage  came  on 
24,  the  Friday  before  the  Wall  Stn 
crash,  when  tlie  fund  fell  1.7%-.  Robe| 
son's  fall  was  cushioned  because  he  v 
"out  of  Asia  for  the  most  part"  by  ( 
tober,  except  for 
short  position  in  t 
Hong  Kong  doll 
says  a  source  famil 
with  Robertson's  pq 
folio.  Asia's  finand 
crisis  has  sent  wa' 
around  the  worid. 
fortunately  for  ms 
U.  S.  fii-ms,  the  aft 
shocks  so  far  were 
tie  more  than  a  rip] 
By  Leah  Nath 
Spiro,  with  Gt 
Weiss,  in  New  Yt 
Amy  Barrett 
Philadelphia,  Di 
Foust  in  Washing'! 
and  bureau  report. 


132  BUSINESS  WEEK  /  NOVEMBER  17,  1997 


57  MCI  Telecommunications  Corporation  All  rights  reserved.  Is  this  a  great  time,  or  what''  is  a  service  mark  of  MCI  Savings  refers  to  AT&Tpr» 


There's  a  word 
r  those  who  think 
hey  have  to  dump 
heir  SNA  network 
to  get  things 
like  intranets 
and  Web  sites. 


MCI  would  like  to  dispel  the  myth  that  to  get  the 
latest  network  technology,  you  have  to  throw  out  the 
baby  with  the  bathwater. 

Because  now  MCI  can  help  your  business  build  one 
virtual  network  that  can  support  your  intranet,  extranet 
and  existing  SNA  applications. 

Think  of  the  money  you'U  save  by  eliminating  the 
need  for  private  lines. 

And  the  time  you'll  save  by  having  only  one 
network  to  manage. 

WTiat's  more,  MCI's  virtual  network  gives  you 
bandwidth  on  demand  to  handle  fluctuating  traffic 
and  also  lets  you  prioritize  data  flow. 

Visit  wwu'.mci.com  or  call  1-800-659-5479  and  find 
out  why  the  only  thing  you  need  to  get  rid  of  is  your 
old  way  of  doing  things. 


Is  this  a  great  time,  or  what? 


 ^ 
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NETHERLANDS 


ULTIMATUM 
AT  PHILIPS 


Boonstra  is  giving  consumer  electronics  one  more  chance 


The  rural  hamlet  of  Eindhoven, 
headquarters  of  Philips  Electron- 
ics, is  hardly  a  window  on  the  fu- 
ture. Restaurants  close  by  9:30  in 
the  evening,  and  the  and  the  ambience 
in  its  hotel  bai's  is  vintage  1960s.  Tilings 
change  slowly  in  Eindhoven — and 
Philips  is  no  exception.  Despite  six 
years  of  restructuring,  the  company  is 
still  moving  too  sluggishly  in  global  mai- 
kets.  So  ChaiiTnan  Cor  Boonstra  decid- 
ed on  shock  therapy.  On  Oct.  28,  he  an- 
nounced that  Philips'  headquarters 
would  move  to  energetic  Amsterdam. 

The  move  heralds  a  looming  strategic 
shift  at  Philips.  Since  he  took  the  helm 
of  the  troubled  company  one  year  ago, 
the  59-year-old  former  marketing  whiz 
from  food  giant  Sara  Lee  Corjj.  has  sold 
off  dozens  of  money-losing  or  undei-per- 
forming  businesses  and  brought  eveiy 
division  into  the  black.  Now,  Boonstra  is 
out  to  prove  that  a  European  company 
can  prevail  against  the  Asian  consumer- 
electi'onics  powerhouses  that  put  Amer- 
ica's playei-s  out  of  business  in  the  1970s. 
By  February,  he  will  announce  the  re- 
sults of  a  strategic  review,  detailing  a 
growth  plan  that  will  redefine  Philips' 
core  businesses. 

NEW  FOCUS.  Diuing  a  year  of  rapid-fii'e 
moves,  Boonstra  has  kept  silent  about 
Philips'  future  direction.  But  observers 
say  he's  likely  to  give  PhiUps'  tradition- 
al base — consumer  electronics — one  last 
chance  to  meet  gi'owth  and  profit  tar- 
gets. As  the  world's  thu'd-largest  player, 
with  $36  billion  in  sales.  Philips  still  has 
a  chance  against  its  far  more  efficient 
Japanese  rivals.  If  consumer  electronics 
don't  measure  up,  Boonstra  may  take 
the  drastic  step  of  selling  the  flagship 
business  to  focus  on  semiconductors,  a 
profitable  unit  that  contributes  $6  billion 
to  Philips'  annual  sales. 

But  Boonstra  is  likely  to  give  con- 
sumer electronics,  which  account  for 
35%  of  revenues,  at  least  a  two-year 


HIGH  HURDLE  Philips  is  out  to  prove  that  a 
European  company  can  prevail  against  the 
Asian  powerhouses  that  put  America's 
players  out  of  business  in  the  1970s 

BOONSTRA'S  STYLE  IS  MORE  AMERICAN  THAN  EUROPEAN 


lease  on  life.  He  I'ecently  hired  Gerard 
Dufoui',  48,  from  ad  agency  Euro  RSC(", 
Worldwide  to  burnish  Philips'  brand 
name  globally.  As  Boonstra  concentrates 
on  core  businesses,  many  analysts  think 
he  may  sell  Philips'  medical  and  soft- 
ware division,  as  well  as  its  75%  stake 
in  Polygi'am  and  its  slow-gi"owing  light- 
ing company.  "He's  focusing  on  becom- 


ing a  consumer  company — and  spei 
ing  a  lot  of  money  on  branding,"  ss 
Neil  Ballon,  an  analyst  at  Men-ill  Lyi 
Global  Markets  in  London. 

Ever  since  a  cnishing  $2.2  biUion  I 
in  1990  nearly  bankiaipted  the  compa 
Philips  has  been  struggling  to  reinvent 
self.  By  the  time  Boonstra  anived,  b 
years  of  ruthless  restmcturing  under  p 
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•  Jan  D.  Timmer  and  60,000  lay- 
hadn't  produced  a  cure.  Philips 
into  losses  in  1992  and  in  1996. 
;tra's  first-year  performance  has 
pressive.  He  has  cut  6,000  jobs 
xmer  electronics,  moved  more 
ion  from  Western  Europe  to 
d  Eastern  Europe,  and  imple- 
a  global  purchasing  strategy, 
off  underperforming  businesses 
from  cable  operations  and  car- 
on  systems  to  television  maker 
And  he  has  scored  results, 
r  the  first  nine  months  of  1997 
,  to  $27  bilhon,  and  net  income 
erations  was  up  133%  over  the 
fore,  to  $966  miUion. 
Boonstra  has  set  a  target  for 


tronics  analyst  at  Schroder  Securities 
Ltd.  in  London.  Doug  Dunn,  Philips'  new 
head  of  consumer  electronics,  insists  that 
dramatic  cost-cutting  will  keep  the  unit 
in  the  black.  He  adds  that  even  the  tv 
business  is  now  profitable. 

Rather  than  poming  millions  into  new 
products,  which  has  burned  Philips  in 
the  past  10  years,  Boonstra  is  redou- 
bling efforts  to  cash  in  on  established 
technology.  He  aims  to  grab  a  big  slice  of 
the  fast-gi'ovdng  cellular-phone  market. 
Philips  botched  early  attempts  to  enter 
the  field  and  pulled  out  in  the  early 
1990s.  But  in  February,  Boonstra  an- 
nounced plans  to  enter  the  Japanese  mo- 
bile phone  market  tbrough  a  joint  ven- 
ture with  Marantz,  and  on  Oct.  1  he 


margins  in  the  mobile  business  are  at- 
tractive, but  Philips  is  coming  too  late," 
says  Susan  Anthony,  an  electronics  an- 
alyst at  Schroder. 

Boonstra  badly  needs  to  boost  Philips' 
brand  recognition  in  cellulai'  in  the  U.  S., 
where  Nokia,  Ericsson,  and  Motorola 
dominate.  He  also  must  build  a  global 
organization  and  master  the  high-speed 
logistics  of  cell-phone  manufacturing. 
"Mobile  phones  are  the  fastest  game  in 
tovvTi,"  warns  Thomas  Vollmann,  a  pro- 
fessor at  IMD,  the  Lausanne-based  in- 
ternational management  school. 

At  the  same  time,  Boonstra  wants 
Philips  to  make  its  mark  in  a  new  gen- 
eration of  home  entertainment  products. 
He  aims  to  tackle  the  Japanese  with 


Boonstra's  First  Year 
Was  Busy... 


Sold  more  than  20  money-losing  companies 
Cut  6,000  jobs  worldwide  in  consumer  electronics 


*  Accelerated  move  into  cellular  phones,  including 
a  joint  venture  with  Lucent  Technologies 

•  Shifted  production  of  components  to  Asia 


...But  the  Acid  Test 
Is  Still  Ahead 


•  Must  determine  core  businesses,  long-term 
growth  strategy 

•  Secure  leading  positions  in  key  markets  by  doin^ 
more  joint  ventures 

•  Turn  cell  phones  to  a  major  money  maker  by 
teaming  up  with  strategic  partners  globally 

•  Needs  to  boost  brand  recognition  in  the  U.S. 

DATA:  BUSINESS  WEEK 


on  invested  capital  of  24%  by 
of  1998,  up  from  roughly  17% 
^'or  now,  profits  are  driven  by 
ipany's  semiconductor  business, 
iperating  margins  of  12%  helped 
>  unit  contribute  more  than  half 
ps'  total  earnings  in  the  third 
Philips  ranks  third  worldwide  in 
,s  for  consumer  electronics  such 
md  vcRs. 

n  the  consumer-electronics  prod- 
3mselves,  Boonstra  will  have  a 
me  eking  out  strong  growth  and 
largins.  Although  consimier  prod- 
Philips'  strength,  mai"gins  in  the 
/  are  razor-thin.  All  it  takes  is 
;e  war  to  turn  a  new  mai'ket  like 
video  discs  into  a  bloodbath. 
:ts  become  commodities  very 
"  says  Alan  Bell,  consumer-elec- 


DUCTOR 
OPERATIONS 
CONTRIBUTE  $6 
BILLION  TO  THE 
COMPANY'S 
ANNUAL  SALES 


inked  a  $2.5  billion  joint 
ventiu'e  with  Lucent  Tech- 
nologies Inc.  to  rev  up  the 
global  business. 

At  the  low  end  of  the 
mai'ket.  Philips  models  are 
gi'abbing  mai'ket  share  by 
undercutting  rivals.  Its  cheapest  phone 
costs  $:365  in  France  vs.  $381  for  Nokia's. 
And  a  high-end,  lightweight  phone  called 
Genie,  wWch  sells  for  about  $665,  is  caus- 
ing a  stir  of  admiration.  "It's  a  good 
product,"  concedes  a  rival  e.xecutive. 

Boonstra  wants  Philips  to  rank  No.  3 
after  Nokia  and  L.  M.  Ericsson  globally 
in  cellular  phones  by  the  turn  of  the 
century,  displacing  Motorola  Inc.  But 
it's  a  long  shot.  Cellular  industry  man- 
agers say  that  such  an  achievement 
would  recjuire  perfect  execution.  "The 


PHILIPS  SEMICON-  theii'  own  weapons — mass  market- 


ing and  mass  production.  And  he  is 
likely  to  enter  more  joint  ventures 
wdth  Asian  partners  in  leading-edge 
technologies. 

A  Dutchman  who  began  his  ca- 
reer at  Unilever,  Boonstra  eases 
stress  by  sailing  or  listening  to  jazz. 
After  20  years  at  Sara  Lee,  his  man- 
agement style  is  seen  as  more  American 
than  European.  "He  has  the  guts"  to 
change  Philips,  says  a  senior  exec  at 
the  company,  adding  that  Timmer  failed 
because  he  was  "a  Philips  man"  to  the 
bone.  As  the  fii'st  ceo  in  Philips'  106- 
year  history  who  didn't  rise  through 
the  ranks,  Boonstra  is  not.  From  its 
new  headquarters  in  Amsterdam,  Philips 
is  in  for  even  more  radical  changes. 

By  Gail  Edmondson  in  Paris 
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COMMENTARY 

By  Stanley  Reed 


BRITAIN:  COLONIZED  AND  LOVING  IT 


On  Oct.  27,  Vickers  PLC,  the  de- 
fense company,  put  its  presti- 
gious but  not-too-profitable 
Rolls-Royce  plc  auto  unit  on  the 
block.  Gennany's  BMW  emerged  as 
the  likely  buyer.  The  news  that  a 
foreign  company  could  wind  up  own 
ing  one  of  the  most  prominent  sym- 
bols of  Britishness  would  have 
sparked  a  nationalist  uproar  not 
very  long  ago.  But  the  ginimbles 
were  few.  "Dry  youi'  eyes,"  was 
the  common  take  in  the  pi-ess.  Sad 
as  it  may  be,  venerable  Rolls  is 
better  off  in  the  stable  of  BMW  or 
another  well-heeled  auto  player 
that  can  afford  it. 

For  the  most  part,  Britons 
have  stopped  caring  about  who 
owns  what.  They  don't  complain 
about  working  foi'  a  Japanese 
carmaker  and  have  grudgingly 
accepted  that  their  water 
comes  from  Compagnie 
Generale  des  Eaux.  That  U.S. 
electrical  utilities  have  bought 
many  of  their  British  counter- 
parts also  is  a  nonissue.  In  fact, 
Britain  has  become  the  most 
accepting  of  any  industriahzed 
country,  except  maybe  the 
U.  S.,  of  foreign  takeovers  of 
key  industries. 
SLICED  UP.  Britain,  with  its 
many  thiiving  subsidiaries  of 
global  companies,  may  prove  to 
be  a  model  for  Europe  to  come. 
As  Eiu-ope  integi'ates,  some  . 
high-profile  industries,  from  au-  x 
tos  to  finance,  could  end  up  under 
the  umbrellas  of  a  few  big  players. 
Maybe  the  Gennans,  Americans,  and 
Japanese  will  slice  up  the  auto  busi- 
ness; the  French  could  dominate 
building  materials;  the  Americans,  fi- 
nance. If  countries  such  as  France  re- 
sist this  process,  they  could  find  them- 
selves permanently  out  of  the  loop. 

It  is  ii'onic  that  British  politicians 
continue  to  fulminate  ovei-  the  loss  of 
sovereignty  that  might  come  from 
joining  the  proposed  European  Mone- 
tary Union  in  1999.  Much  of  Britain's 
economic  sovereignty  has  already  fall- 
en by  the  wayside.  Decisions  made  in 
the  boardi'ooms  of  America's  General 
Electric  Co.  or  Japan's  Toyota  Motor 


Corp.  may  have  far  more  impact  than 
those  reached  in  the  Treasiu-y  or  10 
Downing  Street.  Britain  still  has  trap- 
pings of  the  old  days — such  as  a  veto 
on  the  U.  N.  Security  Council — but 
Prime  Minister  Tony  Blair's  critical 
tasks  may  be  keeping  taxes  low,  work 
rules  flexible,  and  investors  happy. 


In  Britain,  few  are  greatly  con- 
cerned about  the  influence  of  foreign 
companies  because  the  results  so  far 
have  been  remarkably  benign.  Mar- 
garet Thatcher's  economic  reforms  of 
the  1980s  triggered  a  foreign  invest- 
ment and  buying  spree  in  Britain 
that  is  helping  to  power  the  current 
boom.  Last  year,  Britain  pulled  in 
.$15  billion  in  foreign  direct  invest- 
ment, second  only  to  the  U.  S.  among 
industrialized  countries.  The  new 
owners,  whether  Americans,  Ger- 
mans, or  Japanese,  are  bringing  bet- 
ter management  and  capital  to  indus- 


tries such  as  autos  and  computers 
that  might  have  died  without  them. 

Nowhere  is  that  more  true  than  in 
the  car  industry,  where  Nissan,  Toy- 
ota, and  Honda  have  invested  heavily 
in  new  plants,  while  bmw  has  propped 
up  sagging  Rover.  Nissan  Motor  Co.'s 
crackerjack  plant  in  Sunderland  is  the 
most  efficient  in  Europe.  Such  state- 
of-the-art  facilities  have  helped 
boost  British  productivity  growth 
ahead  of  all  others  in  the  Group  of 
Seven.  At  the  same  time,  foreign 
owners  are  providing  thousands 
of  jobs  in  regions  that  would  be 
hmling  without  them. 

Meanwhile,  Britain's  openness 
to  outside  capital  and  ideas  is 
helping  a  knowledge-based 
economy  take  shape  in  the  Lon- 
don area  and  in  hotspots  such 
as  Cambridge  University.  Since 
the  Big  Bang  in  1986  opened 
the  doors  for  them,  internation- 
al banks  have  brought  capital 
and  new  financial  technology  to 
enhance  London's  position  as  a 
global  money  center  While  they 
may  be  American-  or  German- 
owned,  many  of  their  employ- 
ees are  Brits,  and  they  have 
been  taking  home  fat  bonus- 
es. That  is  why  no  one  is 
woriying  too  much  about  the 
potential  sale  of  two  of  the 
last  British  investment  banks, 
Bzw  and  Nat  West  Markets,  by 
their  British  banking  parents.  Let 
someone  else  try  to  bring  thefr  re- 
turns up  to  snuff,  the  thinking  goes. 

U.  S.  venture  capitahsts  are  al- 
ready roaming  British  campuses  in 
search  of  hot  startups.  Not  all  of  thi!| 
new  economy  is  high  tech  or  high- 
paid:  Services  such  as  catering,  coui^^ 
ering,  and  office-cleaning  are  mush- 
rooming. But  at  least  they  provide 
jobs  for  the  huge  numbei's  of  Briton| 
with  limited  skills  and  education. 
Blair's  fondest  vision  is  that  one  day! 
the  children  of  such  workers  will  finq 
themselves  working  in  a  European 
Silicon  Valley.  The  trick  is  keeping 
the  investment  funds  flowing. 

Reed,  London  bureau  chief,  track^^- 

British  business. 
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BRAZIL 


BRAZIL'S  NEIGHBORS 
ARE  VERY  NERVOUS 

Its  economic  woes  could  spill  over  if  they're  not  solved  quickly 


Before  Hong  Kong's  stock  market 
plunged  in  late  October,  Brazilian 
officials  were  insisting  that  the  coun- 
tiy's  economy  was  sound.  Brazil  planned 
to  finance  its  cun-ent-account  and  budget 
deficits— each  close  to  5%  of  gi'oss  do- 
mestic product — via  foreign  direct  in- 
vestment and  a  privatization  plan  ex- 
pected to  i-aise  $90  billion  by  2000.  While 
its  currency  was  considered  overvalued 
by  15%,  a  war  chest  of  $62  billion  in  for- 
eign-ciurency  resei-ves  protected  the  real 
fi'om  speculative  pressui'es. 

Then  reality  struck.  As  an  attack  on 
the  Hong  Kong  dollar's  peg  to  the  U.  S. 
gi-eenback  touched  off  a  rout  on  bom-ses 
worldwide,  the  Sao  Paulo  exchange 
dropped  22.3%  in  one  week.  Worse  yet, 
a  run  on  the  real  forced  the  central 
bank  to  spend  some  $8  billion  in  a  battle 
to  prevent  devaluation.  To  discourage 
investors  fi'om  selling  the  real,  the  bank 
on  Oct.  30  doubled  interest  rates,  to 
43%,  throwing  an  immediate  chill  into 
consumer  spending.  The  economy,  which 
had  been  expected  to  gi'ow  nearly  4% 
this  year  and  next,  is  suddenly  facing 
the  possibility  of  recession. 

Such  is  the  price  of  defending  an 
economy  in  a  world  where  hot-money 


investors  can  call  the  shots  and  the  best 
preparations  can  be  for  naught.  But  the 
crisis  may  give  President  Fernando 
Henrique  Cardoso,  who's  up  for  reelec- 
tion next  October,  much  needed  pohtical 
leverage  to  push  a  recalcitrant  Congress 
into  passing  sweeping  reforms  of  the 
public-sector,  tax,  and  pension  systems. 

The  government  is  betting  on  priva- 
tizations to  help  restore  investor  confi- 
dence. Brazil  expects  to  take  in  an  esti- 
mated $17  bUlion  from 


privatizations      this  urrr^        •!       j_  i 

year  and  at  least  $22  It  BraZll  CatClieS  E 

billion  in  1998,  says  ij    a            j»           'h  oi-auiii/.cu  ouun. 

John  H.  Welch,  chief  COlU,  Argentina  Will  BrazU  staits  having 


him.  Brazil's  $780  billion  gdp  is  mo 
than  twice  as  large  as  Mexico's,  the  r 
gion's  second-biggest  economy.  A  mes 
devaluation  in  Brazil  could  deter 
vestment  regionwide  and  snuff  out  ec 
nomic  expansion.  The  uncertainty 
already  huit  Latin  debt  markets.  Yiel 
on  some  five-year  BraziUan  bonds  ha 
shot  up  to  400  basis  points  above  the 
on  U.  S.  Treasuries — three  times  wh 
the  spread  was  before  the  tunnoil.  A 
analysts  say  sovereign  and  corpora 
issuance  across  the  region  will  slow. 

Even  Mexico's  stock  market  fell  11.'! 
during  the  last  week  of  October,  pari 
on  concerns  that  the  Mexicans  woi 
come  under  attack,  too.  True,  in  t 
wake  of  the  1994  peso  devaluation,  M( 
ico  has  reformed  its  economy,  and 
fundamentals  now  are  strong.  But  '. 
nance  Secretary  Guillermo  Ortiz  M 
tuiez  remains  wary 
a  "samba  effect" 
Brazil's  markets  are 
stabilized  soon 


Latin  America  econo- 
mist for  Paiibas  Corp. 
in  New  York.  On  Nov. 
5,  a  consortium  led  by 
Brazilian  conglomer- 
ates Votorantim,  Bra- 

desco,  and  Camargo   

Con-ea  bought  control 
of  the  state  of  Sao  Paulo's  electric  utih- 
ty,  Companhia  PauUsta  de  Forga  e  Luz, 
for  $2.75  billion.  The  price  was  70%- 
above  the  government's  minimum  and 
far  more  than  analysts  had  expected. 
"It's  a  huge,  endorsement  for  Brazil," 
says  Corrado  Varoli,  head  of  Latin 
American  mergers  and  acquisitions  at 
Morgan  Stanley,  Dean  Witter,  Discover 
&  Co.  in  New  York. 

It's  not  just  for  Brazil's  sake  that 
Cardoso  needs  to  reassure  investors. 
Much  of  Latin  America  is  counting  on 


sneeze,  says 
Argentine  Vice- 
President  Ruckauf 


nous  problems, 
would  indeed  affect  u 
Ortiz  told  BUSiNE 
WEEK.  "It  would  aff( 
the  entire  hemisphe 
LONG  REACH.  Most 
risk  are  Brazil's  ne 
door  neighbors  in 
gentina.  The  Argentines  send  30% 
their  exports  to  Brazil.  So  even  tho 
Argentina's  economy  is  healthy  and 
currency  stable,  the  Buenos  Aires  sto 
market  index  dropped  16%  when 
Paulo  nose-dived.  Brazil's  slowdovm 
shave  a  couple  of  points  from  previo 
forecasts  that  Argentina's  GDP  woi^ 
rise  8%  this  year  and  5.8%  in  1998. 
Brazil  catches  a  cold,  Argentina  v 
sneeze,"  says  Argentine  Vice-Presid( 
Carlos  Ruckauf. 

Ai-gentines  fret  that  Brazil's  tern; 
rary  woes  could  turn  into  a  f 
scale  crisis  if  they  aren't  soh 
quickly.  Cardoso  vows  to  cut 
terest  rates  as  soon  as 
can.  But  the  brief  att; 
on  the  real  already  1 
cost  Brazil  two  yearstf: 
progress  on  lowering  inter] 
rates.  Some  authorities  pr( 
to  blame  Asia  for  the  crisis, 
it  has  become  increasingly  cl  t 
that  Brazil  must  take  resp 
sibiUty.  Indeed,  Latin  iVmerii 
long-term  economic  health 
pends  on  it. 

By  Ian  Katz  in  Sao  Pai 
with  Geri  Smith  in  Mex 
City,  and  Andrea  Mane 
Campbell  in  Buenos  Aires 
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A  SOLUTION  FIT  FOR  COMPLEX  DATA  NETWORKS 


Adecatfe  ago,  data  communkati'ons  were  m  their  infanc}; 
and  applkatfons  were  ciominaEed  by  a  siogle  platform, 
termed  SNA.  Today,  data  transport  is  a  rapidly  expand- 
ing, critical  element  of  telecommunicattons,  with  data  vol- 
ume soon  expected  to  exceed  that  of  voice.  As  a  result  of  this 
growth,  data  networking  applications  now  have  to  work  not 
only  on  SNA  platforms,  but  also  on  a  myriad  of  platforms, 
including  intranets  and  the  Internet. 

It's  all  part  of  what  Dave  Marmonti,      find,  dig  up,  and  hx  cable  cuts,  a  process 


marketing  director  for  AT&T  Data 
Networking  Solutions,  calls  the  "digital 
data  revolution."  "Twenty  years  ago,  when 
business  was  conducted  primarily  by  mail 
and  telephone,  electronic  data  communi- 
cations Wiis  a  non-issue,"  he  says 
"Today,  data  communications  is  at 
the  heart  of  all  ot  the  most  crit- 
ical corporate  operations, 
everything  from  transactions 
processing  to  customer  relations." 

In  recognition  of  the  growing 
importance  ot  data  communications  and 
the  role  that  advanced  data  networks 
increasingly  play  in  corporate  prof- 
itability, AT&T  has  launched  a  series 
of  programs  designed  to  provide  a 
cost-effective  "Solution  Fit"  tor  cus- 
tomers' data  demands.  Explains  Mr. 
Marmonti,  "The  two  questions  that  cor- 
porate executives  need  to  ask  them-  / 
selves  are:  who  best  understands  my  f 
company's  needs,  and  who  can  provide 
the  best  solution?  We  believe  the  answer 
in  both  cases  is  AT&T. " 
A  PORTFOLIO  OF  DATA  SERVICES 

At  the  foundation  ot  AT&T's  data 
networking  solutions  is  the  FASTAR' 
data  lifeline,  a  high-tech  quality-control 
mechanism  tor  minimizing  potentially 
costly  service  interruptions.  The  FAS- 
TAR system,  introduced  in  1992,  imme- 
diately senses  a  cable  cut  in  AT&T's 
telecommunications  network  and  auto- 
matically re-routes  transmissions  to 
another  part  of  the  system.  In  the  past, 
AT&T  service  crews  had  to  physically 


that  could  take  from  four  to  24  hours. 
Now,  98%  of  the  fixes  occur  within 
less  than  two  minutes.  AT&T  Data 
Network  Services  has  been  recognized 
with  many  industry  awards  tor  depend- 
ability and  design  expertise. 


Complementing  AT&T's  robust 
data  network  is  its  portfolio  of  data  ser- 
vices, the  broadest  in  the  industry.  "If  the 
only  tool  you  have  is  a  hammer,  you  tend 
to  see  every  problem  as  a  nail,"  says  Mr. 
Marmonti.  That  philosophy  lets  AT&T 
to  create  a  rich  array  of  services  designed 
to  serve  a  variety  of  application  environ- 
ments. Hence,  in  contrast  to  the  one- 
sizc-fits-all  approach  that  many 
telecommunications  providers  otter, 
AT&T  can  supply  data  solutions  ranging 
from  frame  relay  and  ATM  to  high- 
speed private  lines  with  new  services 
being  added  on  a  regular  basis. 


But  not  all  companies  or  parts  of  a 
company  may  need  service  at  an  ATM 
level.  So,  to  help  customers  use  the  prop- 
er service  for  each  application,  AT&T 
has  developed  an  internetworking  phi- 
losophy. Today,  with  AT&T,  a  customer 
may  have  a  frame  relay  service  at  one 
point  and  ATM  service  at  another  point 
on  the  network.  "Our  goal  is  to  give  cus- 
tomers the  specific  solution  they  need 
and  not  force-fit  them  into  boiler-plate 
solutions,"  says  Marmonti.  With  this 
mix-and-match  capability,  AT&T's  tech- 
nical support  organization  is  able  to 
build  a  highly  reliable  and  properly 
scaled  network  for  its  customers.  'AT&T 
has  the  services,  the  design  expertise, 
and  the  necessary  support 
system.s  to  make  our 
customers  success- 
ful, which  in  turn 
makes  us  successful," 
says  Marmonti. 
A  COST-EFFEaiVE 
SOLUTION  FIT 

Of  course,  all  tele- 
communications ser- 
vices, at  their  core, 
are  rooted  in  the  peo- 
jile  who  provide  them. 
That's  why  AT&T  consis- 
eploys  the  best  people  in  the 
industry  to  address  customers'  telecom- 
munications requirements.  AT&T  Labs' 
technical  staff,  for  instance,  work  to 
solve  data  networking  problems  for 
which  no  current  solutions  will  suffice 
and,  even  more  commonly,  to  show  cus- 
tomers new  ways  of  configuring  existing 
services  to  better  meet  their  needs. 

The  result:  cost-effective  "Solution 
Fit "  that  improves  the  customers'  busi- 
ness processes  and  boosts  their  produc- 
tivity even  as  it  reduces  the  cost  ot  data 
communications. 


Kevin  R.  Hopkins  is  Vice-President  tor 
Communicuions  at  Inspired  Arts  Digital 
Media  Group  (www.inspiredarts.com). 


what's  your 
network  wortih? 


AT&T 

Data  Networking 

solutions 


)u  getting  the  most  out  of  your  data  network?  The  AT&T  Data  Networking  Solutions  team  can  work  with  your 
cialists  to  make  your  network  a  more  valuable  asset.  Our  technical  experts  are  trained  to  work  with  yours  to 
sight  into  your  specific  network  needs.  By  custom-fitting  technologies  and  increasing  your  network's  flexibility, 
:am  can  help  you  better  manage  your  vital  data  to  do  things  like  streamline  business  processes  and  improve 
ner  service.  All  of  which  benefits  your  bottom  line.  To  learn  more  about  our  team  and  services,  visit  us  at 
att.com/data  or  have  your  IT  team  call  us  at  I  800  248-3632,  It'll  be  worth  your  while. 


It's      all      within      your  reach 


AT&T 


Unlimited  Access. 


Shown  Actual  Size 
Just  1.4  oz. 


Contacts 
Calendar 
To-Do  List 
Memos 
Home/World 


Never  be  without  your 
PC  organizer  information. 
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PC    COM  PA  N  I  O  N 

Now,  a  credit-card-sized  way  to  carry  your  organizer  information  without  carrying  a  heavy  laptop  or  bt 
organizer.  REX  gives  you  access  to  up  to  3,000  entries  —  with  the  press  of  a  few  l<eys,  view  your  calendar,  conta 
to-do  list  or  memos,  anytime,  anywhere  Simply  enter  data  on  your  PC,  download  through  your  laptop's  PC-Card 
or  your  desktop's  serial  port  with  the  REX  Docking  Station  -  then  go!  REX  comes  with  its  own  easy-tO' 
PC  organizer  software,  REX  TrueSync'"  Information  Manager  This  full-featured  organizer  program  also  easily  impi 
data  from  most  popular  organizers,  including:  Sidekick  98,  Lotus  Organizer,  Microsoft  Schedule-F  and  Outlook, 
Symantec  ACT! .  REX  gives  you  unlimited  access  to  the  information  you  need  most  —  Starting  at  $129. 

ROLODE 

ELECTRONIC 

For  more  information,  call  toll-free  1-888-REX-G 

ICtS^LT.T"  Qi-  visit  us  online  at:  www.franklin.coin/ 
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'^'^  Software 


Software  designed,  developed  and 
produced  by  Starfish  Software. 


o)  Suriint  Pl*iMi  Co.  a  fubn 


rnational  Outlook 


BY  JOHN  TEMPLEMAN 


:  BUSINESS  OF  RUSSIA  IS  BIZNES 
ID  THAT  GOULD  MEAN  TROUBLE 


■n  President  Boris  N.  Yeltsin  invited  Japanese  Prime 
inister  Ryutaro  Hashimoto  fishing  on  Russia's  Yeni- 
i  River  on  Nov.  1,  he  was  angling  for  a  bigger  catch 
rgeon.  In  return  for  offers  to  increase  investment  in 
y  the  likes  of  Tokyo  Gas  Co.  and  Japan  National  Oil, 
)ledged  to  sign  a  peace  treaty  with  Japan  by  2000. 
will  fly  to  Beijing,  hoping  to  sign  $3.2  billion  worth 

r  after  his  open-heart  surgery,  Boris  is  back  with  a 
3e.  Together  with  Foreign  Minister  Yevgeny  M.  Pri- 
.n  old  Mideast  hand,  he  is  forging  a 
ssian  foreign  policy.  It  is  now  more 
ic  and  a  lot  less  ideological,  after 
from  cold  war  anti-Americanism  to 
^ed  faith  in  democracy.  Its  aim  is  to 
Russia's  own  national  and,  above 
omic  interests.  On  the  eve  of  the 
liversary  of  the  Bolshevik  Revolu- 
nes  is  Russia's  guiding  light.  "The 
riority  of  Russian  foreign  policy  is 
Russia  part  of  the  global  economy," 
acheslav  A.  Nikonov,  president  of 
y  Foundation,  a  Moscow  think  tank. 
i^lTH  PARIAHS.  The  change  isn't  en- 
nign.  It  brings  gains  for  the  U.  S.,  as 
iccepts  the  West's  mles  by  joining  its  institutions, 
s  inordinately  proud  that  the  Group  of  Seven  is  be- 
he  G-8  as  Russia  joins  the  club  of  the  world's  leading 
J  nations.  But  Russia's  relentless  pursuit  of  biznes 
lisions  with  U.  S.  goals. 

with  U.  S.-designated  pariah  states  such  as  Iran 
fd  are  the  potential  flashpoints.  Russia's  Gazprom  is 

in  a  controversial  $2  billion  plan  with  France's  Total 
any  to  develop  gas  flelds  in  Iran.  The  deal  was  too 
pass  up.  Apart  from  yielding  fat  profits  to  Gazprom, 
Russia  more  influence  over  oil  and  gas  development 
ch  Caspian  Sea  region.  Says  Nikolai  V.  Ki'uchin,  an 


YELTSIN:  More  assertive 


editor  at  the  Moscow  weekly  Novaya  Vremya:  "It's  a  case  of 
pursuing  Russia's  interests." 

Russia  got  an  almost  immediate  payoff.  On  Oct.  30,  coipo- 
rate  chieftains  accompanying  French  Prime  Minister  Lionel 
Jospin  to  Moscow  signed  contracts  worth  $680  million.  Auto 
maker  Renault  will  invest  $350  million  in  a  joint  venture  to 
produce  its  Megane  Classic  model  in  Moscow. 

But  the  U.  S.  is  preparing  to  strike  back.  Senate  Banking 
Committee  Chairman  Alfonse  M.  D'Amato  (R-N.  Y.)  is  mulling 
efforts  to  block  Goldman,  Sachs  &  Co.  from  undei-vniting  a  $1 
billion  Gazprom  bond  issue.  The  U.  S.  Ex- 
port-Import Bank  is  reviewing  loan  guaran- 
tees to  Gazprom,  which  could  be  denied  by 
the  Clinton  Administration. 

The  row  could  turn  nastier.  Israeli  offi- 
cials say  Russian  companies  are  seUing  arms 
technology  to  Iran — an  allegation  denied  by 
Primakov,  a  bugaboo  of  the  American  Right 
because  of  his  friendship  with  Iraqi  strong- 
man Saddam  Hussein.  But  there's  no  dis- 
pute that  Russian  companies  are  exporting 
nuclear  power  equipment  to  Iran.  Tehran 
says  it  is  for  peaceful  uses,  but  Senator  Mitch 
McConnell  (R-Ky.)  warns:  "We  know  Iran  is 
aggressively  pursuing  a  nucleai"  weapons  pro- 
gram." Russia  is  raising  the  ante.  On  Oct.  22,  it  said  it  will 
supply  spare  parts  for  Libya's  Tajura  nuclear  reactor  It  also 
plans  to  cooperate  in  oil  and  natural-gas  extraction  in  Libya 
and  build  pipehnes  once  U.  N.  sanctions  end. 

On  the  plus  side,  Russia  is  mending  fences  with  neighbors 
such  as  Ukraine  and  offering  a  security  pact  to  the  Baltic 
States.  In  former  Soviet  republics,  it  is  promoting  peace 
rather  than  more  civil  and  ethnic  strife.  But  old  rivabies,  such 
as  those  with  the  U.  S.,  die  hard.  Russia  is  struggling  to 
cope  with  its  loss  of  face  and  clout  as  a  superpower — and  it's 
likely  to  be  a  bumpy  ride. 

By  Patricia  Kranz  in  Moscow 


.OBALWRAPUP 


)E  WANTS  TOP  BANK  JOB 

^y  jostling  has  broken  out 
m  Paris  and  Bonn  over  the  new 
ean  Central  Bank.  In  a  surprise 
)n  Nov.  4,  France  nominated 
riaude  Trichet,  governor  of  its 
I  bank,  to  run  the  ecb.  It  will 
of  Europe's  most  powerful  jobs 
-he  bank  takes  control  of  mone- 
jlicy  on  Jan.  1,  1999,  as  Europe 
to  its  planned  single  currency, 
n  Chancellor  Helmut  Kohl  and 
sbank  President  Hans  Tietmey- 
i  back  the  Netherlands'  Wim 


Duisenberg  for  the  job.  The  Germans, 
who  favor  a  strong,  fiercely  indepen- 
dent ECB  modeled  on  the  Bundesbank, 
fear  the  French  will  politicize  it  by 
using  it  to  push  job-creation  schemes 
and  other  expansionist  policies. 

EXECS  SEEK  SMOOTHER  TRADE 

►  Corporate  brass  from  both  sides  of 
the  Atlantic  hoped  to  smooth  out  some 
more  bumps  in  the  $400  billion  annual 
two-way  trade  between  the  U.  S.  and 
Europe  when  they  met  in  Rome  on 
Nov.  6.  Set  up  in  1995  by  the  Euro- 
pean Union  and  the  U.  S.  government 


as  an  industry  sounding  board,  the 
Trans  Atlantic  Business  Dialogue  has 
taken  on  a  life  of  its  own. 

Boosters  say  it's  a  powerful  weapon 
for  business  to  pry  open  markets  by 
removing  trade  obstacles.  Bread-and- 
butter  issues  such  as  antiquated  cus- 
toms procedures  were  high  on  the 
agenda.  But  this  yeai",  more  than  100 
execs  aimed  to  move  into  overtly 
political  areas.  They  planned  to  tell 
policymakers  about  the  danger  to 
trade  and  business  of  U.  S.  efforts  to 
penalize  foreign  companies  trading 
with  Cuba,  Libya,  and  Iran. 
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A  PEEK  AT 
STEVE  JOBS'  PLAN 

Details  of  Apple's  overhaul  are  leaking  out 


Steven  P.  Jobs  may  be  one  of  com- 
puterdom's top  showmen,  but  in 
recent  weeks,  he  has  been  more 
concerned  with  preventing  head- 
lines than  making  them.  In  a  series  of 
meetings,  Apple  Computer  Inc.'s  interim 
chief  executive  has  threatened  and  ca- 
joled employees  not  to  leak  news  of  his 
turnaround  plans.  Phone  calls  inviting 
top  customers  to  a  Nov.  10  event  didn't 
even  give  a  hint  as  to  the  reason. 
"Steve  is  the  ultimate  event  marketer 
and  sees  Apple's  recovery  as  a  series  of 
events,"  explains  Apple's  former  vice- 
president  for  marketing,  Guerrino 
DeLuca,  who  left  the  computer  maker 
on  Sept.  17.  "He  doesn't  want  any  of  the 
oxygen  to  leak  out  before  its  time." 

Too  late.  Jobs  isn't  talking,  but  Apple 
insiders,  foiTner  employees,  and  suppH- 
ers  are  buzzing  about  the  big  changes 
ahead.  While  Jobs  may  still  have  some 
surprises  up  his  sleeve,  details  are 
emerging  that  show  he  plans  to  recast 
Apple  ft'om  industry  has-been  to  some- 
thing more  akin  to  highflier  Dell  Com- 
puter Corp.,  the  model  PC  maker  of  the 
future.  Apple  will  take  the  first  step 
when  it  launches  a  line  of  blazingly  fast 
Macintoshes  that  not  only  will  rival  the 
fastest  PCS  but  also  will  be  the  first 
Macs  that  Apple  sells  directly  to  con- 
sumer's over  the  phone  and  the  Internet. 
ALL  HAIL  DELL.  And  that's  not  all  Apple 
may  be  boiTowing  from  Dell.  The  com- 
pany is  expected  to  take  a  quantum 
leap  foi"ward  in  adopting  Dell's  direct- 
sales  approach  by  building  these  speedy 
new  Macs  to  match  orders  as  they're 
placed.  This  build-to- 
order  strategy  has 
been  a  huge  success 
for  Dell,  and  Apple 
is  betting  that  it,  too, 
can  cut  costs,  cater 
to  customers,  and  fi- 
nally end  its  sorry 
record  of  product 
shortages  and  costly 
overruns. 

Even   that  may 


PROS 
ANDGCmS 
OF  THE 
JOBS 

BUEPRrNT 


just  be  a  warm-up.  Down  the  road 
Jobs  has  an  even  bigger  event 
planned.  Rather  than  build  a  fu- 
tiu-e  solely  aroimd  Apple's  13-yeai 


old  Macintosh  computer.  Jobs  is  \ 
expected  to  bet  the  orchard  on   /  1 
the  nascent  market  for  so-called  / 
network  computers,  or  NCs —  j 
diskless  machines  that  sell  for 
ai"ound  $500  and  ixm  applications 
dispatched  by  big  computer 
servers.  Engineers  are  working 
overtime  on  a  sleek  new  design 
for  a  "MacNC,"  scheduled 
for  release  early 
next  year. 

Insiders  say 
Jobs  and  Oracle 
Coip.  CEO  Lawrence 
J.    Ellison,   a  close 
fiiend  whom  Jobs  named 
to  Apple's  board  in  August 
soon  after  returning  to  the 
computer  maker,  are  talking 
about  how  Apple  and  Oi^acle  might 
work  together  One  possibility:  an 
investment  from  Oracle  to  help  fund  de- 
velopment of  Apple  network  computers 
that  would  nm  Oracle  software. 

As  for  Jobs,  he  won't  budge  on  de- 
tails before  Nov.  10.  In  response  to  an 
E-mail  message  asking  Mm  to  comment 
on  specific  aspects  of  this  story.  Jobs 
replied:  "Run  the  stoi-y  if  you  must,  but 
you  are  way  off  on  much  of  it.  Sony,  I 
can't  help." 

His  plan,  however,  could  help  Apple. 
As  fix-it  strategies  go,  this  one  is  bold. 
It's  a  far  cry  from  the  go-slow  approach 


(orpRoooeTS 


of  Apple's  foi-mer  ceos,  Gilbert  F.  Ally 
lio  and  Michael  Spindler.  And  it  b  niiig 
the  question  that  has  been  band 
about  Silicon  Valley  for  months  nowpe 
Jobs  going  to  stop  playing  at  ceo 
actually  take  the  job?  The  early  w 
before  the  Nov.  5  board  meeting  i 
that  Jobs  had  contacted  directors)! 
phone  to  say  he  would  not  step  in  \i 
manently.  Wliat's  more,  an  insider  sf. 
that  Jobs  has  lighted  on  a  couplef 


PIUS  On  Nov.  10,  a 
line  of  blazingly  fast 
Macintosh  computers, 
code-named  Gossamer, 
will  debut.  They  use 
a  275-MHz  PowerPC 
chip  and  sell  for 
$1,800  to  $4,000. 


MINUS  The  Gossamers 
still  make  Apple  a 
no-show  m  the  market 
for  PCs  that  sell  for 
under  $1,500,  a  sector 
that  is  expected  to 
account  for  70%  of 
holiday  shipments. 


PLUS  Jobs  is  pushing 
a  build-to-order  scheme 
similar  to  Dell's.  Long 
term,  the  plan  is  to 
reduce  the  huge  number 
of  models  today  to 
just  five  that  can  be 
configured  on  order. 


MINUS  Build 

order  is  trick^jtct, 
taken  IBM,  C 
and  Hewlett 
more  than  twfej 
to  get  new  m 
turing  systen  n 
and  running.|« 


lit, 
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cause  it  requires  radical  changes  in  the 
way  parts  are  ordered  and  dehvered, 
as  well  as  entii"e  new  computer  systems 
to  track  components  and  new  processes. 
Meanwhile,  even  if  demand  for  net- 
work computers  takes  off — which  is 
far  from  certain — Apple  may 
find  itself  ill-equipped  to 
compete.  If  it  couldn't 
find  profits  selling 
Macs  costing  more 
than  $1,500,  how 
is  Apple  going  to 
squeeze  profits  from 
a  low-cost  network 
computer — while  com- 
peting with  such  manu- 
facturing giants  as 
Philips  Electronics  and 
Mitsubishi?  "We're  talk- 
ing about  a  commodity 
product  where  Apple 
wouldn't  own  the  tech- 
nology anymore,"  says 
Michael  K.  Kwatinetz, 
who  heads  high-tech  re- 


FROM  THE  GROUND  UP 

The  huge  changes 
in  store,  from 
products  to 
manufacturing 
to  sales  and 
distribution,  add  up 
to  an  almost  total  makeover  of 
the  deeply  troubled  company 


es  that  may  meet  with  the 
fore  Thanksgiving.  As  for  Jobs 
y  chairman,  that's  up  in  the  air. 

the  right  person  [as  CEO], 
?oing  to  do  what  they  need  to 
;  the  insider. 

s  doesn't  execute  his  own  radi- 
,  it  could  make  this  already 
rategy  even  tougher  to  pull  off. 
1,  it  has  taken  Compaq  Gom- 
el Hewlett-Packard  years  to  em- 
ll's  build-to-order  efficiency,  be- 


search  for  Deutsche  Morgan  Grenfell 
Inc.  "I  think  Steve  is  great,  but  that's 
not  anything  he's  ever  dealt  with." 

Still,  it  may  be  Apple's  best  chance 
for  a  comeback.  Despite  some  confi- 
dence-building moves — including  a  $150 
million  cash  infusion  from  Microsoft 
Corp.  and  the  replacement  of  Apple's 
ineffective  board  with  a  slate  that  in- 
cludes Jobs,  Ellison,  and  former  IBM  CFO 
Jerome  B.  York — Apple  remains  in  big 
trouble.  The  company  lost  $1  billion  in 


the  year  ended  on  Sept.  26  as  sales 
plummeted  28%,  to  $7.1  bilhon.  And  the 
Mac's  market  share,  which  has  dropped 
to  3%  from  5.8%  a  year  ago,  is  most 
likely  to  decline  ftirther  since  Apple  is  a 
no-show  in  the  booming  market  for  sub- 
Si, 500  PCS,  which  market  researcher 
Computer  Intelligence  Inc.  predicts  will 
account  for  70%  of  home-computer  sales 
this  hohday  season. 

SWIFT  KNIFE.  Even  with  the  radical 
ovei'haul  Jobs  is  proposing,  the  42-year- 
old  entrepreneur  has  little  chance  of 
restoring  the  Mac  to  its  former  glory. 
Rather,  insiders  say  he  hopes  to  staunch 
sales  declines  by  mid-1998  and  increase 
Mac  profits  by  tightening  up  operations. 
By  selhng  direct,  Apple  will  be  able  to 
cut  out  some  resellers,  who  normally 
take  a  7%  cut,  says  analyst  Kwatinetz. 

To  get  all  this  done.  Jobs  is  shaking 
Apple  to  its  roots.  Consider  his  product 
strategy:  Almost  before  ousted  CEO 
Amelio  had  packed  his  bags  last  July, 
Jobs  was  pouring  over  Apple's  product 
road  map,  slashing  some  70%  of  new 
projects,  including  Inkjet 
printers  and  any  desktop 
Mac  not  based  on  the  new 
product  design,  code-named 
Gossamer,  that  will  be  un- 
veiled on  Nov.  10.  That  put 
the  Gossamer  Macs  front 
and  center.  The  new  mod- 
els, which  will  boast  chips 
as  fast  as  275  megahertz, 
are  expected  to  be  priced 
from  $1,800  to  $4,000. 

By  next  January,  at  the 
annual  MacWorld  trade 
show.  Jobs  could  be  ready 
to  unveil  his  key  to  the  fu- 
ture: Apple's  first  network  computer, 
ex])ected  to  be  priced  fi-om  $700  to  $900, 
say  insiders.  The  initial  effort  will  be 
more  like  a  halfway  step,  because  the 
MacNC  will  nm  Apple's  operating  soft- 
ware. That  way,  customers  will  be  able 
to  use  their  existing  Mac  applications 
as  well  as  slimmed-down  applets  based 
on  the  Java  progi-amming  language.  But 
should  NCs  take  off,  Apple  could  move 
to  a  pure  NC,  which  would  have  very  lit- 
tle resident  software  but  would  down- 


ISTRIBUTION 


DOWN  THE  ROAD 


sa- 


MINUS  Apple  runs 
the  risk  of  losing  even 
more  retail  shelf  and 
space  if  this  move 
angers  resellers,  as 
Apple  did  when  it 
tried  to  set  up  its  own 
sales  force  in  1993. 


PLUS  Apple  has 
rousea  its  fans 
with  the  high-profile 
"Think  Different"  ad 
campaign,  developed  by 
Jobs  and  Chiat/Day, 
creator  of  Apple's 
famous  "1984"  ad. 


MINUS  While  widely 
praised,  the  ad 
campaign  mimics 
Apple  efforts  of  recent 
years  that  preached 
to  the  Macintosh 
faithful  and  didn't 
expand  sales. 


PLUS  Jobs  will  focus  on 
inexpensive  network  com- 
puters that  store  data  and 
applications  on  a  central 
server  instead  of  a  PC  hard 
drive.  Early  next  year,  a 
sleek  MacNC  will  debut 
for  the  education  market. 


MINUS  The  much- 
hyped  network  com- 
puter may  never 
go  mainstream  if  PC 
prices  keep  falling. 
Moreover,  these 
products  have 
razor-thin  margins. 
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BUDDY  SYSTEM 

One  scenario:  An 
investment  by 
Ellison  to  help 
develop  network 
computers  that 
would  run  Oracle 


load  applications  and  data  off  the  net- 
work. That  could  allow  Apple  to  cut 
back  on  some  of  the  more  than  $200 
million  it  spends  on  operating-system 
software  and  focus  instead  on  exploiting 
its  brand  and  loyal-customer  base  in  the 
education  and  pubhshing  markets. 

Insiders  say  Jobs  plans  to  make  a 
big  splash  with  the  look  of  the  MacNC. 
Some  who  have  seen  prototy]3es  say  it's 
an  all-in-one  device  that  looks  like  an 
elongated,  egg-shaped  monitor  and  will 
come  in  an  eye-catching  color — possibly 
black,  or  even  the  six  colors  from  the 
Apple  logo.  "I  don't  think  Apple  can 
win  a  tit-for-tat  game  [in  the  commodi- 
ty PC  market],  so  Steve's  got  to  change 
the  nales  of  the  game,"  says  Bud  Colli- 
gan,  chairman  of  softwai'e  maker  Macro- 
media Inc.  "And  that's  just  what  he's 
good  at." 

COMPLEX  SHIFT.  What  Apple  has  not 
been  good  at  is  executing  its  plans.  Ex- 
perts also  fear  that  Apple  may  be  out  of 
its  depth.  Take  the  build-to-order  plan, 
which  will  require  an  almost  total 
makeover  of  Apple's  operations.  For 
starters,  Apple  will  need  to  put  sophis- 
ticated testing  processes  in  place  to 
make  sure  unique  configurations  will 
work,  and  it  will  need  a  revamped  in- 
formation system  to 
keep  orders  moving 
through  the  factory — at 
a  time  when  Apple  has 
put  on  hold  a  $100  mil- 
lion upgrade  of  the 
company's  information 
systems,  says  a  former 
exec.  "I  hope  to  God 
(Jobs]  delays  it,"  he 
says  "because  I  don't 
think  they're  ready." 

What's  more,  Apple 
is  at  a  distinct  dis- 
advantage when  it 
comes  to  build-to-order 


vare 

newbies  such  as 
Compaq  and  Hewlett- 
Packard.  Those  compa- 
nies have  the  clout  to 
persuade  key  suppliers 
to  set  up  shop  just  out- 
side their  factories  for 
just-in-tmie  tlelivery  of  components. 
What's  more,  they  can  choose  from  hun- 
dreds of  suppliers  of  standard  PC  parts, 
such  as  computer  chips  and  soimd  cai'ds. 
Apple,  on  the  other  hand,  still  requires 
many  Mac-specific  parts. 

None  of  that  is  about  to  stop  Jobs, 
though.  Says  a  fonner  Apple  exec:  "It's 
a  complete  and  total  infatuation  with 
Dell."  Indeed,  insiders  say  Jobs  was 
hurt  when  Michael  S.  Dell,  founder  of 
the  giant  PC  direct-seller,  said  during 
an  industiy  conference  that  Apple  had 
no  chance  for  success.  Jobs  iii-ed  off  an 
E-mail  asking  Dell  to  explain,  says  an 
executive  who  saw  the  electronic  mes- 
sages. When  Dell  replied  that  he  hadn't 
meant  any  harm  and  was  just  respond- 
ing to  a  question,  Jobs  wrote  back: 
"CEOS  are  supposed  to  have  class.  I  can 
see  that  isn't  an  opinion  you  hold."  Both 
Dell  and  Jobs  declined  to  comment. 

Jobs  is  hardly  winning  style  points 
with  everyone  inside  Apple.  Known  as 
an  enfant  teirible  before  being  ousted 
by  former  Apple  CEO  John  Sculley  in 
1985,  Jobs  still  exercises  his  sharp  el- 
bows. Criticism  from  Jobs  is  too  much 
for  many  executives,  who  had  grown 
accustomed  to  Apple's  consensus  cul- 
ture. "Steve's  the  quickest  man  I've 
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ever  seen  and  the  No.  1  reason  Ap] 
has  a  chance,"  says  another  recent  ( 
partee.  "But  I  just  couldn't  be  mys 
anymore.  He's  the  reason  I  left." 

Jobs  dechnes  to  respond  to  any  s] 
cific  criticism  of  his  managment  stj 
but  insists  that  any  fault-finding 
pretty  unfaii-  and  gathered  fi-om  unh  ra 
py  former  employees."  Yet  he  has  alf 
ready  spawned  an  entirely  new  lexic  cnn 
at  Apple.  He  sometimes  defines  peoiiiti 
to  their  faces,  as  either  "A-team  plsof 
ers"  or  "bozos."  And  then  there's  1  isoiu 
"Jobsian  hammer,"  which  suppose(  Hit 
falls  when  Jobs  sees  something  he  do  isiic 
n't  like — say,  badly  worded  ad  copy  o  giiei 
product  he  doesn't  think  is  stratejii  r 
He  almost  nixed  the  introduction  of  l  e  er 
new  Newton  MessagePad  2100  on  C  key 
20  before  Newton  staffers  could  arg  lavy 
that  the  product  showed  surprisi  iver 
promise  in  vertical  markets.  iipoi 
And  though  Jobs  can  be  guilty  of  i  jisli 
cromanaging,  sometimes  his  hands-on  leSI 
proach  pays  oft".  Consider  the  Think  I  nliti 
ferent  ad  campaign,  which  shows  pho  fid. 
of  many  of  Jobs'  personal  heroes,  incl  lov; 
ing  John  Lennon  and  Albert.  Einst«  ipid! 
Disgusted  with  Apple's  ads  of  rec(  M 
yems,  Jobs  reunited  with  tbwa  Chiat/I  m 
Chairman  Lee  Clow  to  recapture  1  ifc 
spmt  of  theii*  famous  "1984"  Orwell  smis 
spot,  used  to  introduce  the  fii'st  Mac  isiiiE 
tosh.  Jobs  pei-sonally  called  Lennon's  v  \<a\ 
ow,  Yoko  Ono,  and  the  Einstein  estate  imoi 
secure  nghts  to  his  favorite  photos.  jjG 
even  wrote  the  script  for  the  60-sec(  ud 
commercial— and  recorded  the  voicec  jjilo: 
before  deciding  to  go  with  actor  Rich  I  ant 
Dreyfus,  says  Clow.  renj 

Jobs  has  captm-ed  the  support  of  l 
pie's  most  important  cast:  its  engine*  art^ 
Ti-ue,  he  has  killed  perks  such  as  1  ine; 
company-funded  day-care  center  s  '^f, 
the  generous  sabbatical  program.  I 
staffers  say  Jobs  is  at  last  proposin,  jeeo] 
game  plan  that  might  pull  Apple  out  i^p 
its  downward  spiral.  "I  can  see  h  [^ip 
he  could  rub  people  the  wrong  W8  jjip, 
says  13-year  Apple  engineer  Bi  ip,. 

Dean,  who  recently  !  j,]  j 
because  his  skills  dc 
mesh  with  Apple's  n  f..j 
direction.  "But  here' 
person   who  reali; 
that  decisions  have 
be  made.  It  has  bee: 
long  time  since  we  ip^jj 
had  that." 

Now,  the  shown  g  ^ 
just  has  to  prove  t  \!^^ 
his  decisions  are  i  ij^i^ 
right  ones.  f^.. 
By  Peter  Burrows  '^^^^ 
Cupertino,  Calif.,  u  ^' 
bureau  reports 
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^al  Affairs 


COIVIMENTARY 

By  Susan  B.  Garland 


JUSTICE  VS.  MICROSOFT:  WHY  IT  HAS  A  CASE 


making  on  Microsoft  Corp.,  feder- 
enforcers  are  trying  to  answer  a 
icial  question:  Is  antitrust  rele- 
in  the  Digital  Age?  A  loud  cho- 
f  critics  has  come  forth  with  a 
inding  "no." 

■ese  naysayers  argue  that  the 
ce  Dept.  can't  apply  laws  de- 
d  to  combat  19th  cen- 
railroad  ti*usts 
ra  of  cyberspace 

worry  that  the 
y  hand  of  ^ 
mment,  as 
•wered  by 
ation  such  as 
Sherman 
Tust  Act  of 

could  stifle 
'ation  in  a 
ly  changing 
;try. 

LE  STANDARD.  But  the 

s  may  have  been  too  quick  to 
iss  the  regulators.  Instead  of 
ig  his  attack  against  Microsoft 
itdated  economic  theories  that 
inize  bigness,  Assistant  Attor- 
jeneral  Joel  I.  Klein  is  relying 
developing  body  of  antitiust 
ing  that  warns  that  the  threat 
ticompetitive  behavior  could  be 
gi'eater  in  high  technology  than 
iditional  industries.  This  re- 
ih  on  "network  externalities"  de- 
;s  to  be  taken  seriously, 
le  focus  of  this  new  thinking  is 
jtwork  industries,  such  as 
ommunications  and  computing, 
e  types  of  businesses  depend  on 
e  standards  so  that  users'  ma- 
^s  can  communicate  with  one  an- 
•.  The  value  of  the  network  stan- 
increases  as  more 
5  subscribe.  And  as 
'alue  rises,  more  users 
3n  the  bandwagon — a 
omenon  that  led  to 
lows'  dominance  as 
)ersonal  computer's 
ating-sy stems  standard, 
ice  a  standard  becomes  domi- 
,  consumers  change  at  their  per 
hen,  for  example,  an  operating 
;m  takes  the  lead,  "it  attracts 
ler  software  developers  and 
ware  manufacturers  to  adopt  it, 
h  helps  it  get  further  ahead," 


says  W.  Brian  Arthur,  a  professor  at 
Sante  Fe  Institute,  a  think  tank. 
Arthur  calls  this  phenomenon  "in- 
creasing returns" — the  tendency  for 
a  company  at  the  forefront  of  an  in- 
dustry to  gain  an  even  stronger  lead. 
When  that  happens,  he  says,  it 
doesn't  pay  for  consumers  to  switch, 
even  if  another  system  is 
better  or  cheaper. 

That's  not  the  case 
in  traditional  manu- 
facturing. A  domi- 
nant steelmaker, 
for  example, 
would  have  a  far 
more  difficult 
time  with  the 
sheer  logistics  of 
tying  up  all  distribu- 
and  raw  materials. 


The  theory  behind  John  Sherman's 
Antitrust  Act  has  been  updated 


If  a  rival  introduces  a  worthy  prod- 
uct, the  monopolist's  edge  will  begin 
to  erode.  But  in  the  high-tech  mar- 
ket, the  network  featui'es  that  helped 
a  company  gain  dominance  "may 
make  it  more  difficult  for  new  en- 
trants to  dislodge  the  market  leader," 
says  Carl  B.  Shapii'o,  an  economics 


professor  at  the  University  of  Cali- 
fornia at  Berkeley. 

Network  theoiy  was  conceived  a 
decade  ago  by  a  small  circle  of  econ- 
omists, including  Arthur  and  Shapiro. 
As  the  economy  continues  to  shift 
from  a  commodity  market  to  an  in- 
formation-based one,  the  theory  is 
gaining  mainstream  respectability.  A 
year  ago.  Federal  Trade  Commission 
Chairman  Robert  Pitofsky  devoted 
much  of  his  seminar  on  high-tech 
antitrust  to  network  effects.  "This  is 
one  of  the  most  important  lines  of 
modern  research,"  says  Wilham  E. 
Kovacic,  a  professor  at  George  Ma- 
son University  School  of  Law. 

The  Microsoft  case  is  one  of  the 
ftrst  ever  in  which  Justice  has  made 
use  of  network  theory.  Antitrust  en- 
forcers' biggest  concern  is  that  the 
computer  giant  can  leverage  its 
"locked-in"  customer  base  to  domi- 
nate the  next  generation  of  technolo- 
gy— for  example,  the  market  for  In- 
ternet browser  software.  "If  I  have  a 
steel  monopoly,  my  ability  to  lever- 
age to  autos  is  not  tremendous,"  says 
Garth  Saloner,  a  professor  at  the 
Stanford  University  Graduate  School 
of  Business.  "But  if  I  have  an  oper- 
ating system,  I  can  own  all  kinds  of 
things  downstream." 
NET  CONTROL.  Indeed,  antitiust  en- 
forcers worry  there's  more  at  stake 
than  just  the  browser  wars.  Merely 
by  determining  what  consumers  see 
when  they  click  on  their  computers, 
Microsoft  could  conceivably  control 
much  of  the  commerce  on  the  Inter- 
net. It  already  has  travel,  financial 
planning,  and  car-buying  services, 
and  it  plans  to  get  into  real  estate 
information. 

That's  just  the  kind  of 
market  power  that  should 
concern  antitrast  regulators. 
While  it's  true  that  high-tech 
industries  may  be  a  far  cry 
fi:"om  the  railroad  tinasts  of 
yore,  the  "wonderful  [thing]  about 
antitrust  is  that  it  evolves,"  says  Klein. 
By  using  new  economic  analysis,  he  is 
making  a  legitimate  effort  to  push 
antitrust  law  into  the  next  century. 

Garland  covers  legal  affairs  from 
Washington. 


Corporate  Scoreboard 


PROFITS  EASE  OFF- 
FROM  WHITE-HOT  TO  SIMMERIN 

Third-quarter  earnings  rose  9%  from  last  year,  powered  by  strong  consumer  spendin, 


p 

"Consumer  income  is  rising,  job  i 
curity  is  gone,  and  capital  spending 
surpassed  the  peak  of  the  1980s," 
Rosanne  M.  Cahn,  chief  economis 
Credit  Suisse  First  Boston.  "I  tl 
profits  and  revenues  will  continu 
gi'ow  at  about  the  same  order  of  r 
nitude  through  next  year" 

The  combination  of  low  inflation 
strong  consumer  spending  pow( 

llTj 

i 


It  ain't  over  till  it's  over.  That  was 
tine  in  this  year's  World  Series,  and 
it's  tine  of  this  nm  of  bull-market 
profits.  Although  earnings  are  defi- 
nitely slowing  from  the  double-digit 
peaks  that  were  seen  early  this  year. 
Corporate  Ameiiea  has  not  nm  out  of 
steam  yet.  In  the  third  quarter  of  1997, 
earnings  for  the  900  companies  on  busi- 
ness week's  Coi-jjorate  Scoreboaixl  were 

Winners 

INDUSTRIES 


LEADERS 


up  9%  from  the  yeai'  before,  to  $89.2  bil- 
lion. And  thanks  to  an  economy  showing 
surprisingly  strong  growth,  sales  in- 
creased 10%,  to  $1.4  trillion. 

Indeed,  remove  a  few  big  losses,  and 
it  would  have  been  another  double-dig- 
it quaiter  Without  Boeing  Co.'s  abysmal 
performance  and  shortfalls  at  DuPont 
Co.  and  Lucent  Technologies  Inc.,  earn- 
ings overall  would  have  been  up  13%. 


and  Losers  in  Quarterly  Profits 

COMPANIES 


LAGGARDS 


WHO  MADE  THE  MOST 


WHO  LOST  THE  MOST 


PERCENTAGE  CHANGE  FROM 
1996'S  THIRD  QUARTER 

PERCENTAGE  CHANGE  FROM 
1996'S  THIRD  QUARTER 

MILLIONS  OF 
DOLLARS 

MILLIONS  01 
DOLLAR: 

It 
tn 

SAVINGS  &  LOANS 

280% 

AEROSPACE 

-75% 

GENERAL  ELECTRIC 

$2,014 

BOEING 

-$696 

i( 

HEALTH  CARE  SERVICES 

146 

APPLIANCES 

-66 

EXXON 

1,820 

LUCENT  TECHNOLOGIES** 

-597 

i 

SEMICONDUCTORS 

100 

PAPER  CONTAINERS 

-61 

INTEL 

1,574 

MALLINCKRODT* 

-381 

k 

TRUCKING  &  SHIPPING 

82 

TELECOMMUNICATIONS 

-58 

PHILIP  MORRIS 

1,406 

SEAGATE  TECHNOLOGY* 

-240 

a 

INSURANCE 

78 

AUTO  PARTS 

-45 

IBM 

1,359 

WfHIRLPOOL 

-200 

ALUMINUM 

67 

CHEMICALS 

-41 

MERCK 

1,197 

MCI  COMMUNICATIONS 

-182 

i 

TRANSPORTATION  SERVICES 

57 

ENTERTAINMENT 

-32 

BELLSOUTH 

1,185 

MONSANTO 

-167 

GENERAL  MANUFACTURING 

55 

MACHINE  &  HAND  TOOLS 

-26 

AT&T 

1,153 

APPLE  COMPUTER** 

-161 

MISCELLANEOUS  SERVICES 

53 

MEDICAL  PRODUCTS 

-21 

FORD  MOTOR 

1,125 

K-lll  COMMUNICATIONS 

-148 

.1 

AIRLINES 

51 

PAPER 

-20 

PROCTER  &  GAMBLE* 

1,087 

3COM* 

-147 

h 

FOOD  DISTRIBUTION 

51 

TOBACCO 

-17 

GENERAL  MOTORS 

1,067 

ECHLIN** 

-142 

in 

BEVERAGES 

47 

COMPUTER  SOFTWARE 

-16 

COCA-COLA 

1,011 

U  S  WEST  MEDIA  GROUP 

-141 

HOTELS  &  MOTELS 

44 

MISCELLANEOUS  LEISURE 

-13 

CHASE  MANHATTAN 

982 

HARCOURT GENERAL 

-141 

PETROLEUM  SERVICES 

43 

BUSINESS  MACHINES/SERVICES 

-12 

3M 

927 

LOUISIANA-PACIFIC 

-112 

STEEL 

41 

BUILDING  MATERIALS 

-10 

MOBIL 

892 

GATEWAY  2000 

-107 

DATA:  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES  - 


•FISCAL  FIRST  QUARTER 


•FISCAL  FOURTH  GUAR 


148  BUSINESS  WEEK  /  TnIOVEMBER  17,  1997 


the  gT'owth.  While  intiation  re- 
a  quiescent  1.4%,  consumei- 
g  roared  ahead  at  5.7%,  the 
[uarterly  pace  in  five  years.  The 
y  spree  helped  gi'oss  domestic 
chug  ahead  at  an  annual  rate  of 
I'ing  the  quarter,  up  from  3.3% 
pring.  Corporate  Ameiica  also 
■s  to  do  its  Dart:  Bolstered  by 
ipacity  utilization,  capital  spend- 
V  a  healthy  18.7%. 
urse,  the  good  times  can't  last 
Economists  predict  that  gdp 
will  slow  to  2%  in  1998,  as  a 
stock  market,  higher  interest 
id  lower  Asian  exports  are  ex- 
0  take  hold.  And  despite  current 
,  price  hikes  remain  nearly  im- 
to  push  through.  That  means 
es  will  have  to  continue  efforts 
)ut  efficiencies  to  keep  margins 
gins  remain  at  near-record  lev- 
hough  down  slightly,  at  6.2%, 
e  6.7%  racked  up  in  the  fii'st 
of  the  year. 

were  the  big  winners?  General 
Co.  topped  the  list,  ge's  profits 
%,  to  $2.01  billion,  thanks  to 
;xports  and  sales  of  spare  parts 
dees  by  ge's  equipment  units. 
OF  FINANCE.  Among  all  indus- 
•vings  and  loan  associations  im- 
most,  with  earnings  up  280%. 
jgest  change  came  from  H.  F. 
;on  &  Co.,  an  S&L  in  Ii-windale, 
hich  made  $95.5  million,  up  from 
miUion  loss  in  1996.  Acquisition- 
charges,  along  with  lower  cred- 
fueled  the  gain. 

3&LS  weren't  the  only  finance 
nsurance  companies  boasted  a 
3st  in  profits.  Leading  the  way 
rtford  Financial  Services  Group, 
aer  itt  Hartford.  It  roared  back 
st  year's  loss  of  $543  million — 
due  to  a  big  charge  for  asbestos 
I'ironmental  coverage — to  post 
of  $299  milhon.  A  close  second 
state  Coi-p.,  which  rode  a  strong 
ic  underwriting  performance  to 
quarter  ever  Profits  rose  182%, 


to  $824  million.  And,  hardly  surpris- 
ing, the  bull  market  also  juiced  up  in- 
come in  financial  services.  At  Morgan 
Stanley,  Dean  Witter,  Discover  &  Co., 
earnings  rose  51%,  to  $678  million, 
while  Travelers  Group  Inc.,  parent  of 
Smith  Barney  Inc.,  saw  profits  jump 
39%,  to  $823  "million. 

Semiconductors  were  another  win- 
ner. Profits  for  the  group  rose  an  even 
100%..  A  turnaround  at  Texas  Instru- 
ments Inc. — which  saw  earnings  hit 
$239  million  after  a  loss  of  $179  million 
a  year  ago — helped,  as  did  another 
strong  quarter  at  Intel  Corp.  Profits  at 
the  powerhouse  increased  20%i,  to  $1.57 
billion,  thanks  to  telecommunications 
equipment  sales  and  strong  demand  by 
PC  makers. 

Prospects  for  the  software  and  ser- 
vices sector  seem  dim:  Profits  fell  16%, 


to  $1.8  billion.  But  most  of  the  downtiuTi 
came  fi-om  a  one-time  charge  of  $426 
million  at  3Com  Corp.,  which  merged 
with  U.  S.  Robotics  Corp.  in  June.  The 
result:  a  loss  of  $146.8  million.  And  Or- 
acle Corp.  took  $167  million  in  acquisi- 
tions-related charges,  depressing  earn- 
ings to  $8.5  million,  down  92%)  fi'om  last 
year.  But  strong  demand  helped  Mi- 
crosoft Corp.  earnings  rise  8%,  to  $663 
million — accounting  for  more  than  one- 
third  of  the  industry's  overall  profits. 
STOP  AND  GO.  Detroit,  too,  was  a 
mixed  bag.  Ford  Motor  Co.  came  out 
ahead.  Earnings  grew  64%,  to  $1.1  bil- 
lion, on  a  6%'  sales  gain,  thanks  to  hefty 
cost  cuts  and  strong  sales  of  popular 
models  such  as  the  Ford  Expedition 
and  the  Lincoln  Navigator.  The  picture 
was  also  rosy  at  General  Motors  Corp. 
With  no  strikes  this  year,  with  trimmed 


A  Spotlight  on  Third-Quarter  Profits 


AFTERTAX  PROFITS 
QUARTER  BY  QUARTER 

PERCENT  CHANGE  FROM 
SAME  PERIOD  OF  PRECEDING 
YEAR,  AIL  INDUSTRIES 


BREAKING  DOWN 
THE  LATEST  QUARTER 

AS  REPORTED:   +9% 

WITHOUT 

TELECOMMUNICATIONS;,  +12% 


45- 


15- 


IV I II  iiiTi  II  III  IV I II 
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INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  THE  QUARTER 

The  early  strength  in  third- 
quarter  profits  evaporated  as 
more  companies  with  losses 
reported  results.  Boeing,  DuPont, 
and  Lucent  Technologies  not 
only  dragged  their  respective 
industry  groups  into  a  negative 
performance  but  also  reduced 
the  overall  earnings  increase 
from  13%  to  9%.  On  the 
positive  side,  a  turnaround  at 
Hartford  Financial  Services 
Group  and  100%-i-  profit  boosts 
at  PepsiCo  and  3M  helped  make 
their  industries  winners. 
And  with  sales  up  10% 
and  margins  at  6.2%, 
there's  no  need  to  cry 
about  this  quarter.  | 

-2-10  1  2 

►  BILUONS  OF  DOLLARS 
DATA:  STANDARD  S  POOR'S  COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES 
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Boeing,  faced  with  heavy  demand,  lost  $696  milUon 
as  it  struggled  to  speed  up  production 


manufacturing  costs,  and  with  produc- 
tion back  up  after  a  year  of  model 
changes,  gm  turned  in  its  best  third 
quarter  ever  on  an  operating  basis. 
Though  net  income  fell  16%,  to  $1  bil- 
lion, last  year's  third  quarter  earnings 
were  inflated  by  a  reduction  in  plant- 
closing  reserves. 

At  Chrysler  Corp.,  however,  things 
were  dimmer.  Higher  rebates  and  a 
changeover  to  new  models  such  as  the 
Concorde  cut  profits  85%,  to  $441  million. 
IN  A  STEEP  CLIMB.  The  auto  makei"  was 
not  the  only  fonner  liighflier  to  stumble. 
Boeing  shocked  its  investors  with  a  $696 
million  loss,  the  quarter's  biggest.  Even 
more  stunning  was  the  reason  it  of- 
fered: Demand  has  grown  so  sharply 
that  the  company  is  losing  money  stioig- 


gling  to  turn  out  aircraft  fast  enough. 

Telecommunications  tiu'ned  up  two  of 
the  quarter's  biggest  losers.  Lucent 
Technologies  took  a  $597  million  loss. 
After  buying  Octel  Communications 
Coip..  it  had  to  wiite  down  $945  million 
of  Octel's  ongoing  r&d  expenses.  Mean- 


while, the  heavy  spending  needed 
move  into  local  phone  markets,  c 
bined  with  a  drop  in  its  long-dista 
business,  left  MCi  Communications  C' 
$182  million  in  the  red. 

Chemicals  were  another  laggard, 
industry  profits  falling  41%.  The  n 
culprit:  giant  DuPont,  which  lost 
milhon  after  earning  $898  million  a  j 
ago.  Though  acquisition  charges  1 
most,  stiff  competition  also  contribu 
"Selling  prices  have  dechned,  so 
have  to  constantly  drive  producti 
up  and  drive  costs  out  of  the  syst€ 
says  Kurt  M.  Landgi'af,  DuPont 's 
For  the  quarter's  winners  as  well 
losers,  that  trend  will  continue. 

By  Susmi  Jackson  in  New  York, 
buremi  reporis 


Hi 


THE  YEAR  AHEAD:  A  UHLE  LETUP.  BUT  NO  GLOOM  AND  DOOM  - 


Recent  gyrations  in  world  mar- 
kets have  caused  tremors  on 
the  earnings  front.  Even  as 
Corporate  America  reported  solid 
third-quarter  results,  fears  rose 
that  Asia's  upheaval  could  bring 
down  the  curtain  on  the  longest, 
strongest  profit  cycle  in  modern  eco- 
nomic history.  At  six  years  and 
counting,  the  best  is  behind  us,  say 
many  economists. 

They're  light — sort  of.  Certainly, 
earnings  gi'owth  has  slowed  fi'om  the 
torrid  40%  pace  of  its  1994  peak,  and 
margins,  now  at  6.2%,  may  have 
topped  out.  But  that  doesn't  mean 
gloom  and  doom  are  on  the  way.  The 
wide  array  of  industries  that  should 
post  decent  1998  numbers  may  well 
balance  out  the  spectacular  declines 
of  a  few  laggards.  "Individual  compa- 
nies will  be  punished,"  says  Edward 
M.  Kerschner,  chairman  of  Paine- 
Webber  Inc.'s  investment-policy  com- 
mittee, "but  aggi'egate  earnings  are 
not  l  eally  off  the  target  at  all." 
FLIP  SIDE.  By  Kerschner's  estimate, 
earnings  per  share  among  companies 
in  the  Standard  &  Poor's  500-stock 
index  should  show  12%  grovirth  in 
the  thu'd  quarter.  For  next  year  as  a 
whole,  he  ex]jects  a  still  respectable 
8%.  Among  the  industries  where  do- 
mestic growth  should  buoy  earnings 


are  health  care,  telecommunications, 
consumer  goods,  and  airlines. 

Given  Asia's  turmoil — and  the 
longevity  of  this  boom — can  such 
profits  continue?  Let's  start  with 
Asia,  where  any  prolonged  slowdown 
could  hurt  parts  of  the  U.  S.  econo- 
my. Constiniction  and  capital-goods 
companies  involved  in  infrastmcture 
projects  face  the  risk 
that  many  of  them 
may  be  spiked.  Pro- 
ducers of  chemicals 
and  other  commodi- 
ties also  could  suffer 
from  falling  Asian 
demand.  DuPont  Co. 
economist  Robert  H. 
Shrouds  warns  that 
this  could  create 
downward  price 
pressm'e. 

But  there's  a  flip 
side:  Companies  that 
buy  components  or 
manufacture  in  Asia,  such  as  Compaq 
Computer  Corp.  and  Staples  Inc., 
will  benefit  ft-om  lower  costs.  Ford 
Motor  Co.  Chairman  and  ceo 
Alexander  J.  Ti'otman  said  at  the 
Tokyo  Motor  Show  in  October  that 
weakening  cuiTencies  could  favor 
producers  in  countries  such  as  Thai- 


LOW  RATES 
PUSH  PROFITS 
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NONFINANCiAL  CORP 
REVENUES 

1  1  1  11  I  i  .»  1  1  i.  i 

m 

AGE  OF 
ORATE 

ill    1  1 

▲  PERCENT 
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demand  isn't  likely  to  dry  up,  either. 
Says  Kerschner:  "[Asians]  are  going 
to  buy  less  Gucci  bags  and  Mercedei 
but  they'll  still  drink  Coca-Cola,  eat 
potato  chips,  and  wash  their  hair." 

On  the  home  front,  the  fiindamen-liiT( 
tals  also  favor  continued  eaiTiings 
gains,  thanks  in  part  to  low  interest 
rates.  The  low  cost  of  money  means 
corporate  interest  paj 
ments  have  steadily 
fallen.  "There's  been  £ 
big  paydown  of  out- 
standing debt  by  the 
corporate  sector,"  sayi 
Bi-uce  Steinberg,  chie: 
economist  at  Menill 
Lynch  &  Co.  That 
helps  keep  costs  dowi 
even  as  wages  inch  uj 
Perhaps  the  bigges 
surprise  is  that  some 
companies  can  still  cu 
co.sts.  In  August, 
Southwest  Airlines 
Co.  consolidated  its  engine  mainte- 
nance work  by  signing  a  10-year  de 
with  General  Electric  Co.  The  sav- 
ings will  be  in  the  hundreds  of  mil- 
Hons  of  dollars.  The  upshot:  The 
earnings  engine  is  slowing — but  it 
hasn't  stalled  yet. 

By  Jennifer  Reingold  in  New 


us 
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land  and  Vietnam.  Asian  consumer        York,  unth  brireau  reports 
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CORPORATE  SCOREBOARD 


dudes  all  sales  and 
rating  revenues.  For 
:ludes  all  operating 

Net  income  before 
lary  items.  For  bani<s, 


profits  are  net  income  after 
security  gains  or  losses. 
MARGINS:  Net  income  from 
continuing  operations  before 
extraordinary  items  as  percent 
of  sales. 

RETURN  ON  COMMON  EQUITY: 

Ratio  of  net  income  available 


for  common  stockholders  (most 
recent  12  months)  to  latest 
available  common  equity, 
which  includes  common  stock, 
capital  surplus,  and  retained 
earnings. 

PRICE-EARNINGS  RATIO:  Based 
on  Oct,  24,  1997,  common- 


stock  price  and  corporate  earn- 
ings from  continuing  operations 
before  extraordinary  items  for 
most  recent  12-month  period. 
EARNINGS  PER  SHARE:  For 
most  recent  12-month  period. 
Includes  all  common-stock 
equivalents. 


lY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

ENDING 

RATIO 

PER 

$MIL 

% 

SMIL 

% 

SMIL 

% 

$MIL. 

% 

% 

% 

9-30 

10-24 

SHARE 

)USTRY  COMPOSITE 

1431736.7 

10 

4201676.0 

9 

89173.1 

9 

267580.4 

12 

6.2 

6.3 

16.8 

23 

2.22 

OSPACE  &  DEFENSE 

Y  COMPOSITE 

29089.2 

10 

87618.4 

16 

310.5 

-75 

2966.3 

-14 

1.1 

4.7 

13.1 

25 

2.44 

ECHSYSTEMS  (9) 

267.0 

8 

829.4 

8 

15.9 

41 

32.1 

-19 

6.0 

4,5 

21,1 

17 

3,59 

11371.0 

26 

34073.0 

34 

-696.0 

NM 

320.0 

-75 

NM 

5,2 

2,4 

59 

0,71 

DYNAMICS 

988.0 

15 

2961.0 

10 

82.0 

21 

233.0 

17 

8.3 

7,9 

15,9 

17 

4,82 

AM  AEROSPACE 

464.0 

63 

1362.5 

84 

119.1 

591 

198.6 

509 

25.7 

6,1 

NM 

12 

2,72 

MARTIN 

6519.0 

-6 

20191.0 

5 

331.0 

6 

929.0 

5 

5.0 

4,4 

21,0 

14 

7,18 

f>  GRUMMAN 

2297.0 

6 

6643.0 

7 

98.0 

25 

290.0 

21 

4.3 

3,6 

11,5 

24 

4,55 

279.9 

19 

742.5 

20 

-1.2 

NM 

-10.2 

NM 

NM 

3,0 

-1,4 

NM 

-0,13 

391.3 

6 

1158.1 

7 

6.6 

133 

12.7 

NM 

1.7 

0,8 

3,7 

27 

2,16 

^ND 

433.0 

17 

1262.0 

14 

55.0 

62 

133.0 

41 

12.7 

9,2 

25,7 

23 

2,53 

.CKNOLOGIES 

5979.0** 

1 

18396.0 

6 

300.0 

18 

828.0 

22 

5,0 

4,3 

23,8 

18 

4,05 

OMOTIVE 


Y  COMPOSITE 

104946.0 

5 

326973.3 

4 

3072.4 

0 

13629.0 

18 

2.9 

3.1 

20.7 

11 

4.59 

i  &  TRUCKS 

OMPOSITE 

93761.0 

5 

292964.8 

4 

2750.5 

2 

12329.9 

19 

2.9 

3.0 

22.7 

9 

5.36 

I 

OR 

MOTORS 

INTERNATIONAL  (2) 


12495,0 

-10 

41854,0 

-4 

441.0 

-35 

1953,0 

-28 

3.5 

4,9 

25,2 

9 

4,21 

35095,0 

6 

112563,0 

4 

1125,0 

54 

5124,0 

58 

3,1 

2,0 

21,1 

9 

5,26 

41890,0** 

7 

129276,9 

5 

1067,0 

-15 

4961,0 

19 

2.5 

3,3 

23,5 

9 

7,27 

1571,0 

14 

4392,0 

3 

35,0 

105 

80,0 

23 

2,2 

1,2 

7,2 

32 

0,70 

1709,1 

53 

4878,9 

47 

82,5 

51 

211,9 

53 

4,8 

4,6 

19,1 

14 

3,53 

rS  &  EQUIPMENT 

:OMPOSITE                        7382.2  8  22813.5  9  96.7  -45  654.6  8  1.3  2.6  10.2  29  1.47 

)USTRIES                                554,0  -1  1750,5  6  13,6  54  47,7  69  2,5  1,5  14,6  13  2,89 

RNER  AUTOMOTIVE                    405,8  5  1300,0  15  21,5  15  76,0  44  5,3  4,9  9,6  21  2,74 

1950,7**  8  5216,8  7  98,3  51  284,7  21  5,0  3,6  22,4  15  3,42 

)IESEL                                 524,1  7  1601,2  10  8,2  16  22,0  NM  1,6  1,5  7,8  20  1,08 


) 

944,3 

13 

2717.7 

13 

-142.1 

NM 

-85,0 

NM 

NM 

5,0 

-4,4 

NM 

-0,75 

MOGUL 

424,2 

-14 

1391,5 

-10 

17,4 

NM 

59,8 

312 

4,1 

NM 

-52,0 

NM 

-4,82 

(1) 

393,5 

9 

1125,0 

2 

20,2 

27 

115,4 

531 

5,1 

4,4 

52,7 

7 

3,85 

^EELS  INTERNATIONAL  (11) 

277,9 

68 

750,5 

62 

4.7 

NM 

-58,3 

NM 

1,7 

NM 

-72,1 

NM 

-2,40 

1635,9 

9 

5199,2 

15 

35.5 

48 

139,5 

39 

2,2 

1,5 

17,0 

18 

2,79 

(IFG.  (9) 

250,8 

3 

751,1 

2 

18,2 

15 

52,7 

15 

7,0 

5,2 

17,2 

15 

2,25 

&  RUBBER 

:OMPOSITE 

3802.8 

3 

11195.0 

1 

225.2 

14 

644.5 

10 

5.9 

5.3 

6.2 

45 

1.13 

IRE  &  RUBBER 

480,5 

14 

1324,1 

10 

31.1 

16 

87,8 

17 

5,5 

6,4 

15,0 

15 

1,61 

R  TIRE  &  RUBBER 

3322,2 

2 

9870,9 

0 

194,1 

14 

555,7 

9 

5,8 

5,2 

4.2 

70 

0,94 

arter  ended  Aug.  31.  (2)  Third  quarter  ended  July  31.  (3)  Fourth  quarter  and  most  recent  six  months  ended  Sept,  30,  (4)  Fourth  quarter  and  most  recent  six  months  ended  Aug,  31.  (5)  Fourth  quarter  and  most 
onths  ended  July  31.  (6)  First  quarter  and  most  recent  six  months  ended  Sept.  30.  (7)  First  quarter  and  most  recent  six  months  ended  Aug.  31.  (8)  First  quarter  and  most  recent  six  months  ended  July  31.  (9) 
ter  and  most  recent  six  months  ended  Sept.  30.  (10)  Second  quarter  and  most  recent  six  months  ended  Aug.  31,  (11)  Second  quarter  and  most  recent  six  months  ended  July  31.  'Sales  include  excise  taxes.  "Sales 
r  income.  '"Sales  include  excise  taxes  and  other  income.  tRevenues  from  major  subsidiaries  not  included  in  consolidated  sales,  Earnings  per  share  are  for  latest  12  months,  not  necessarily  for  end  of  most  recent 
ley  include  all  common-stock  equivalents  but  exclude  extraordinary  items.  NA  =  not  available.  NM  =  not  meaningful,    DATA:  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES. 
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SALES 


PROFITS 


MARGINS 


3RD  CHANGE            9  CHANGE         3RD  CHANGE          9  CHANGE 

QUARTER  FROM  MONTHS  FROM  QUARTER  FROM  MONTHS  FROM 

1997  1996           1997  1996          1997         1996          1997  1996 

$MIL,  %  $MIL,  %  $MIL           %  $MIL  % 


RETURN  ON 

COMMON  l» 

3RD        3RD         EQUITY  PRICE-  M0(,'| 

QUARTER  QUARTER    12  MONTHS  EARNINGS  EARIs' 

1997       1996        ENDING  RATIO  P 

%         %           9-30  10-24  SH 


3  BANKS 


INDUSTRY  COMPOSITE 

80431.5 

13 

232070.3 

10 

9698.2 

7 

29713.5 

12 

12.1 

12.7 

16.4 

18 

3 

(A)  BANKS  -  EAST 

GROUP  COMPOSITE 

38037.8 

14 

109591.6 

10 

4174.3 

5 

13154.8 

18 

11.0 

11.9 

18.2 

18 

4. 

BANK  OF  NEW  YORK 

1331.0 

6 

3962,0 

-6 

273,0 

10 

805.0 

5 

20.5 

19.9 

21.7 

19 

2. 

BANKBOSTON 

1715.0** 

12 

4977,0 

7 

226,0 

183 

645.0 

44 

13,2 

5.2 

19.4 

16 

5. 

BANKERS  TRUST  NEW  YORK 

3254.0** 

21 

8925,0 

13 

246,0 

22 

659.0 

13 

7.6 

7.5 

15.3 

16 

7. 

CHASE  MANHAHAN 

7858.0 

16 

22573,0 

11 

982,0 

14 

2834.0 

74 

12.5 

12.7 

18,4 

16 

7. 

CITICORP 

8860.0 

9 

25698.0 

7 

511,0 

-45 

2530.0 

-10 

5.8 

11,5 

17,3 

19 

7. 

CORESTATES  FINANCIAL 

1108.5** 

5 

3217,6 

3 

198,8 

1 

595.7 

32 

17.9 

18,6 

24,9 

20 

3. 

CIDCT  CKNDIDC  CTATC 

319.9** 

8 

929.5 

8 

45.9 

28 

129.9 

1 7 

14.3 

12.2 

17,9 

17 

24. 

FIRST  MARYLAND  BANCORP 

403.0** 

71 

894.5 

29 

53.5 

59 

123.5 

28 

13.3 

14,3 

1 1 ,9 

NA 

FLEET  FINANCIAL  GROUP 

1990.0** 

-3 

6095,0 

4 

329.0 

12 

968.0 

16 

15.5 

14.4 

19,5 

15 

4. 

MBNA 

1129,3** 

37 

3307,3 

43 

171,8 

33 

434.2 

34 

15.2 

15,7 

31.9 

26 

1. 

MtLLUN  BANK 

1315.0 

18 

3742,0 

7 

1 95.0 

8 

575.0 

7 

14.8 

16,2 

21.9 

20 

2. 

MORGAN  (J.  P.) 

4605,0 

21 

13205,0 

14 

395.0 

43 

1 194.0 

3 

8.6 

7.3 

14,4 

1 5 

7 

PNC  BANK 

1716.0 

10 

5073,8 

7 

251.6 

12 

787.0 

9 

15.2 

15.0 

19,1 

15 

3 

REPUBLIC  NEW  YORK 

947.4** 

14 

2746,3 

14 

112.3 

4 

333.0 

7 

11.9 

12.9 

14,3 

15 

7 

CTATC  CTDCCT 
5  1  Al  t  o 1 Ktt 1 

on  A  A*  * 

29 

2495,0 

24 

101.2 

37 

279,7 

30 

11.3 

10,6 

19,5 

27 

2. 

SUMMIT  BANCORP 

591.7 

10 

1750.7 

8 

71,2 

-19 

258,8 

38 

12.0 

16,2 

14.7 

22 

2 

(B)  BANKS  -  MIDWEST 

GROUP  COMPOSITE 

16668.5 

11 

47738.0 

6 

1948.1 

-8 

6099.1 

-5 

11.7 

14.0 

16.6 

20 

2. 

BANC  ONE 

3490,0*' 

16 

9811.6 

11 

433,2 

5 

830,9 

-33 

12.4 

13,7 

12,3 

20 

2. 

COMERICA 

811.0** 

8 

2352.4 

2 

137,1 

13 

390,5 

10 

15.9 

16.2 

18,0 

20 

4. 

FIFTH  THIRD  BANCORP 

486.1** 

7 

1422.4 

10 

103,4 

31 

294,0 

22 

21.3 

17.4 

19,3 

27 

2. 

FIRST  CHICAGO  NBD 

2582.0 

3 

7499  0 

_2 

385  0 

g 

1 143  0 

Q 

O 

1  A  Q 

1 0.0 

i  D 

f  . 

FIRST  OF  AMERICA  BANK 

520.8 

2 

1 555.4 

1 

79,0 

55 

231.6 

34 

15.2 

10.0 

17.5 

17 

3. 

HUNTINGTON  BANCSHARES 

597.7 

15 

1729,1 

12 

41,2 

-47 

202.0 

-10 

6.9 

14.9 

15,1 

23 

\ 

KEYCORP 

1740.0 

14 

4837,0 

7 

235,0 

14 

671 ,0 

5 

13,6 

1 3.5 

17.1 

J  7 

3 

MARSHALL  &  ILSLEY 

426.8** 

15 

1228,2 

14 

51,9 

37 

1 73,3 

22 

14,5 

12,2 

17.3 

22 

2. 

MERCANTILE  BANCORPORATION 

645.8 

37 

1631,5 

1 7 

2,7 

-96 

109,8 

-33 

0,4 

14.5 

10.0 

31 

1. 

NORTHERN  TRUST 

593.9 

23 

1658.2 

1 5 

81,0 

22 

228, 1 

19 

13.6 

13.7 

19.0 

24 

2. 

NORWEST 

2446.3 

9 

7155,2 

9 

341,6 

18 

994,9 

18 

14.0 

12.9 

20.3 

19 

1, 

OLD  KENT  FINANCIAL 

327.9 

12 

970,7 

13 

43,5 

8 

137,3 

17 

13.3 

13.8 

17.1 

18 

3. 

STAR  BANC 

258,4 

12 

745,5 

1 1 

50, 1 

31 

143,0 

23 

19,4 

15.5 

21 .0 

24 

2. 

U.  S.  BANCORP 

1741.8 

5 

5139.8 

_2 

-47,6 

NM 

549,6 

-41 

NM 

1 5.4 

14.9 

31 

3. 

(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

15875.7 

16 

46171.2 

14 

2255.7 

25 

6647.3 

24 

14.2 

13.3 

15,8 

17 

3. 

BARNETT  BANKS 

1063.5** 

1  9 

7 

1 

Q 

-o 

i  J. .  D 

J,  D. 0 

J. 

BB&T 

695.0** 

20 

1930.3 

14 

61.3 

-10 

256,5 

1 

8,8 

11.8 

17,7 

21 

2. 

CRESTAR  FINANCIAL 

487.8 

4 

1476.7 

3 

79.5 

55 

227,1 

26 

16,3 

10.3 

13,7 

21 

2. 

FIRST  AMERICAN 

254,3 

7 

743,8 

15 

37.2 

35 

106,6 

21 

14,5 

1 1.5 

15,0 

20 

2. 

FIRST  TENNESSEE  NATIONAL 

422.1 

15 

1167,6 

8 

54.7 

17 

139,6 

10 

13,0 

12.7 

21,9 

20 

2. 

FIRST  UNION 

3348.0** 

11 

9833,0 

11 

505.0 

41 

1461.0 

41 

15,1 

11.8 

19,2 

14 

3. 

NATIONSBANK 

5379.0 

25 

15793,0 

20 

788,0 

26 

2259,0 

30 

14,7 

14.5 

14,5 

14 

4. 

POPULAR 

459.7** 

21 

1263,5 

16 

53,5 

16 

154,2 

12 

11,7 

12.2 

14.6 

17 

2. 

REGIONS  FINANCIAL 

490.6** 

21 

1407,5 

18 

77.0 

52 

220,7 

34 

15,7 

12-4 

15.7 

18 

2. 

SOUTHTRUST 

644.0'* 

22 

1838,9 

23 

78,5 

19 

224,8 

21 

12,2 

12,4 

14.5 

17 

2. 

SUNTRUST  BANKS 

1167.8 

15 

3383,2 

12 

168,5 

8 

495,1 

8 

14,4 

15,3 

12.7 

22 

3. 

UNION  PUNTERS 

365.1** 

3 

1060,8 

1 

62,4 

135 

181,5 

48 

17,1 

7,5 

14.2 

30 

2. 

WACHOVIA 

1098.8 

7 

3209,0 

8 

167,3 

2 

496,0 

5 

15,2 

15,1 

18,1 

19 

4. 

(D)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

9849.6 

7 

28569.5 

9 

1320.1 

16 

3812.3 

10 

13.4 

12.4 

12.7 

20 

4. 

BANKAMERICA 

6121,0 

11 

17547,0 

7 

819,0 

20 

2398.0 

13 

13,4 

12,4 

15.8 

18 

4. 

FIRST  SECURITY 

386.8 

19 

1085,5 

15 

53,6 

13 

150.6 

19 

13,9 

14,6 

16,0 

18 

1. 

PACIFIC  CENTURY  FINANCIAL 

320,7*' 

10 

921,4 

9 

35,3 

13 

105.3 

8 

11,0 

10,7 

13,0 

15 

3. 

UNIONBANCAL 

637,1 

8 

1852,6 

5 

122,2 

109 

300.3 

57 

19.2 

10,0 

14,6 

14 

6. 

WELLS  FARGO 

2384,0 

-4 

7163,0 

13 

290,0 

-10 

857,0 

-10 

12.2 

12.9 

7,3 

29 

10. 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

35382.5 

2 

109099.8 

2 

1610.0 

-41 

8080.4 

-9 

4.6 

7.8 

18.9 

21 

2. 

AIR  PRODUCTS  «.  CHEMICALS  (3) 

1213.5 

15 

3516,9 

15 

107.4 

14 

329.4 

1 

8,9 

8,9 

15,4 

19 

3. 

ARCO  CHEMICAL 

1004,0 

-3 

2989,0 

0 

-37,0 

NM 

45,0 

-84 

NM 

9,4 

5,7 

45 

1. 

BETZDEAR!;ORN 

331.8 

9 

960.5 

35 

26,7 

144 

55,4 

25 

8,0 

3,6 

18,0 

28 

2. 

CABOT  (31 

400.6 

-14 

1231.1 

-13 

9,5 

-87 

67,5 

-55 

2,4 

15,5 

12,5 

20 

1. 

CROMPTON  &  KNOWLES 

455.1 

-3 

1423,1 

2 

24,8 

NM 

83,2 

NM 

5,5 

NM 

NM 

24 

1. 

CYTEC  INDUSTRIES 

309.0 

-4 

931,1 

-1 

28,2 

9 

83,0 

12 

9,1 

8,1 

34.2 

22 

2. 

DOW  CHEMXAL 

4857,0** 

-3 

15215,0 

0 

424,0 

-10 

1450.0 

-3 

8,7 

9,4 

24,7 

12 

7. 

DUPONT 

11136,0*** 

6 

33749,0 

4 

-17,0 

NM 

2143.0 

-23 

NM 

8,6 

25,3 

22 

2. 

EASTMAN  CHEMICAL 

1145.0 

-2 

3524,0 

-4 

96,0 

0 

258.0 

-19 

8,4 

8,2 

17,9 

16 

4. 

ETHYL 

254,1 

-16 

789,1 

-7 

18,8 

-34 

61.4 

-9 

7,4 

9,4 

19,4 

13 

0, 

FERRO 

339.0 

3 

1044,2 

2 

15,4 

16 

-53.4 

NM 

4.5 

4,0 

-12,9 

NM 

-1, 

FULLER  (H.B.)(1) 

323,5 

2 

956.4 

2 

10,8 

-51 

27.7 

-16 

3.3 

6.9 

12,0 

18 

2. 
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^VESTOR  WANTS  TO  BUY  SOME  STOCKS 


INVESTOR  CALLS  FULL- 
COMMISSION  BROKER 


Broker  on  phone  with 
another  client 


Investor  calls  back  30 
minutes  later 


Investor  gets  broker's 
voicemail,  leaves  message 


Investor  asks  to  see 
stock  B's  five-year  history 


I 


Broker  says  he's  seen  it 


Investor  asks  to  see  detailed 
report  of  company 


Broker  says  don't  worry  | 

says  he'll  1  

Investor  | 

aht  back  1 

waits  f 

H Broker  calls  k 
back  I 


INVESTOR  LOGS  ON 

www.schwab.com 


Pulls  up  m-depth 
company  report 


c 


Compares  stock's 
historical  price  to 
its  moving  average 


c 


Check  recent 
news/analysts 
consensus  picks 


••POOR'S  J 


Company  News 
&  Research 


Accesses  account,  places 
order  for  100  shares  at  market 


Trade  transacted  almost  immediately 
Verified  soon  after 


was  it  200  or 
lares  of  stock 
stor  wanted? 

Broker  asks  investor  | 
how  his  kids  are  1 

1  J  , 

Investor  relents,  buys  1 
200  shares  of  stock  B  | 

r  asks  for  100 
;s  of  stock  A 

1 

Broker  gets  employee  1 
of  month  plaque  1 

(Elapsed  time:  00:15:02) 


Broker  asks  investor  if 
he  s  absolutely  sure 

Investor  is  sure 


j^^^^^^^Broker^appr^^ 

StocI-  A  e-iins  3  points  ^ 


Trade  transacted 
sometime  later 


Investor  calls  broker 
to  verify  trade 


Broker  on  phone  with 
another  client 


(Elapsed  time:  07:23:15) 


course,  trading  with  a  traditional  brol<er  isn't  always  this  much  hassle,  but  it  certainly  can  be.  Investing  online  with  Schwab,  on 
her  hand,  is  fast,  secure  and  simple.  So  much  so  that  we  have  over  a  million  active  online  accounts,  and  we're  adding  thousands 
every  month.  No  one  else  gives  you  a  larger  online  selection  of  stocks,  bonds,  mutual  funds,  options  and  treasuries  (with  trades 
icted  instantly  in  most  cases).  And  no  one  else  gives  you  Market  Buzz  " — over  80  sources  of  independent  and  unbiased  information 
:p  you  up  to  date  on  trends,  news  and  pricing.  Because  there  aren't  shortcuts  to  successful  investing,  just  shorter  ways. 

:harles  Schwab  &  Co,,  Inc.  Member  SIPC/NYSE  All  rights  reserved  11/97  


open  a  Schwab  account  today  contact  us  at  1-800-540-6793  or  www.schwab.com 


Charles  Schwab 


CORPORATE  SCOREROARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


3R0 

UhftlNbt 

3RD 

LHANbt 

LHANljt 

3R0 

3RD 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EAI 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

ENDING 

RATIO 

SMIL 

% 

$MIL 

% 

$MIL. 

% 

SMIL, 

% 

% 

% 

9-30 

10-24 

S 

GEON 

303.7 

-1 

937.7 

8 

10.6 

74 

19,0 

79 

3.5 

2.0 

9.4 

26 

C 

GOODRICH  (B.  F.) 

585.9 

11 

1713.4 

12 

32.5 

56 

105,8 

58 

5.5 

4.0 

11.4 

18 

2 

GREAT  LAKES  CHEMICAL 

368.4 

-11 

1169.3 

-9 

29.2 

-3 

88.5 

-19 

7.9 

7.3 

12.6 

24 

2 

HANNA  (M.  A.) 

561.4 

6 

1644.4 

5 

15.6 

8 

49.0 

10 

3.0 

2.9 

11.9 

19 

1 

HERCULES 

448.1 

-14 

1445.2 

-8 

82,0 

-3 

265.1 

6 

18.3 

16.4 

39.5 

14 

3 

IMC  GLOBAL 

598.7 

-1 

2311.7 

2 

26.7 

-7 

154.1 

78 

4.5 

4.7 

16.9 

17 

2 

INTERNATIONAL  FLAVORS  &  FRAGRANCES 

356.2 

0 

1120,5 

1 

56.7 

7 

183.3 

23 

15.9 

15.0 

21.8 

24 

2 

LUBRIZOL 

427.7 

9 

1250.3 

2 

38.7 

22 

124.4 

-12 

9.0 

8.1 

18.6 

15 

2 

LYONDELL  PETROCHEMICAL 

799.0 

-36 

2343.0 

-36 

102.0 

191 

235.0 

218 

12.8 

2.8 

48.0 

7 

3 

MONSANTO 

1724.0 

20 

5694.0 

16 

-167.0 

NM 

289.0 

-55 

NM 

7.4 

-3.0 

NM 

-C 

MORTON  INTERNATIONAL  (6) 

601.3** 

15 

1854.7 

11 

54.2 

20 

172.1 

31 

9.0 

8.6 

12.8 

22 

1 

NALCO  CHEMICAL 

371.0 

8 

1060.0 

10 

44.2 

8 

120.1 

14 

11.9 

11.9 

23.4 

19 

2 

OLIN 

607.9 

-7 

1831.5 

-11 

38.0 

-7 

118.4 

-17 

6.3 

6.3 

28.6 

9 

5 

PRAXAIR 

1190.0 

7 

3526.0 

7 

107.0 

22 

316.0 

70 

9.0 

7.9 

19.7 

19 

2 

ROHM  &  HAAS 

974.0 

1 

3049.0 

1 

91.0 

5 

312.0 

8 

9.3 

9.0 

23.2 

14 

SOLUTIA 

749.0 

-1 

2238.0 

1 

56.0 

-8 

183.0 

27 

7.5 

8.1 

NM 

NA 

TERRA  INDUSTRIES 
UNION  CARBIDE 
WELLMAN 
WITCO 


495.8* 
1659.0 
264.7 
528.1 


2151,4 
4963,0 
799,1 
1668.0 


10 


67.5 
181.0 
9.8 
25.7 


182 
12 
NM 
116 


161.2 
529.0 
23.8 
69.3 


42 


16 
24 


13.6 
10.9 
3.7 
4.9 


5.1 
10.5 
NM 
2.1 


24.1  5 

26.9  11 

4.7  22 

-36.9  NM 


5  CONGLOMERATES 


INDUSTRY  COMPOSITE 

42343.5 

10 

124075.8 

11 

2638.6 

5 

8212.0 

7 

6.2 

6.6 

21.2 

27 

2 

ALLEGHENY  TELEDYNE 

909.2 

3 

2824.2 

-2 

64.3 

228 

214.7 

33 

7.1 

2,2 

29.0 

18 

1 

ALLIEDSIGNAL 

3657,0 

9 

10562.0 

1 

292,0 

15 

856.0 

14 

8.0 

7.6 

25.9 

19 

1 

ANIXTER  INTERNATIONAL 

726,5 

15 

2067.8 

14 

11,3 

31 

32.8 

21 

1.6 

1.4 

9.2 

22 

0 

DART  GROUP  (11) 

374.2 

128 

924.3 

79 

-2.6 

NM 

-16.2 

NM 

NM 

NM 

-15.2 

NM 

-8 

GENERAL  ELECTRIC 

21991.0** 

10 

64145,0 

14 

2014.0 

13 

5853.0 

12 

9.2 

8.9 

25.0 

27 

2 

HARCOURT  GENERAL  (2) 

1051.6** 

20 

2700.4 

12 

-141.0 

NM 

-123.2 

NM 

NM 

12.0 

-7.6 

NM 

-0 

IKON  OFFICE  SOLUTIONS  (3) 

1393.8 

24 

3988,0 

25 

33.0 

-25 

77.7 

-39 

2.4 

3.9 

9.0 

40 

0 

in  INDUSTRIES 

2060.4 

1 

6477,9 

0 

-91.1 

NM 

35.8 

-76 

NM 

2.1 

11.6 

37 

PALL (5) 

290.1 

-6 

826,2 

-3 

43.3 

-11 

50.0 

-59 

14,9 

15.7 

8.2 

42 

PITTWAY 

357.3 

25 

997,6 

22 

8.3 

-35 

37.2 

-36 

2.3 

4.5 

11.1 

26 

PREMARK  INTERNATIONAL 

601.4 

7 

1741.4 

5 

33.9 

12 

83.0 

236 

5,6 

5.4 

12.9 

17 

TENNECO 

1831.0 

11 

5352.0 

10 

105.0 

38 

285.0 

12 

5.7 

4.6 

9.8 

34 

k 

TEXTRON 

2508.0** 

12 

7726.0 

13 

138.0 

15 

408.0 

15 

5.5 

5.3 

16.7 

19 

3« 

TRIARC 

275.0 

33 

706.5 

-10 

10.9 

-77 

-21.4 

NM 

4.0 

22.9 

NM 

NM 

-2; 

TRW 

2521.0 

9 

8032.8 

8 

108.0 

NM 

362.3 

400 

4.3 

NM 

21.5 

16 

3a 

VALHI 

275.3 

2 

820.8 

1 

8.4 

NM 

-12,1 

NM 

3.1 

NM 

-4.4 

NM 

VIAD 

622.2 

4 

1806.9 

6 

33.9 

35 

71,0 

67 

5.4 

4.2 

20.1 

30 

WHITMAN 

898,4 

5 

2376,1 

4 

-30,9 

NM 

18,3 

-83 

NM 

6.2 

7.5 

60 

6  CONSUMER  PRODUCTS 


INDUSTRY  COMPOSITE 

76374.5 

6 

219972.8 

5 

6435.8 

9 

18791.3 

15 

8.4 

8.2 

26.8 

26 

n 

(A) APPAREL 

--- 

GROUP  COMPOSITE 

8560.0 

13 

23149.9 

15 

605.9 

13 

1401.1 

25 

7.1 

7.1 

20.1 

18 

2. 

BROWN  GROUP  (11) 

378.8** 

-3 

1129.6 

3 

3.5 

-36 

6.4 

-34 

0.9 

1.4 

8.3 

14 

1 

JONES  APPAREL  GROUP 

450.5 

44 

1038.3 

34 

48.9 

58 

97.8 

51 

10.9 

9.9 

27.1 

25 

2 

KELLWOOD  (8) 

400.6 

22 

1164,7 

13 

7.2 

24 

24.6 

73 

1.8 

1.8 

10.9 

19 

1 

LIZ  CLAIBORNE 

685.9 

10 

1820,4 

8 

66.6 

18 

137.7 

20 

9,7 

9.0 

17,3 

21 

2 

NIKE  (7) 

2766.1 

21 

7563,7 

33 

253.1 

12 

646.0 

29 

9,2 

9.9 

24,3 

18 

2 

NINE  WEST  GROUP  (11) 

495.7 

18 

1283,4 

14 

28.9 

12 

53.9 

146 

5,8 

6.1 

21.8 

15 

2 

PHILLIPS-VAN  HEUSEN  (11) 

313.5 

0 

980,3 

1 

-33.3 

NM 

-29.9 

NM 

NM 

0.7 

-6.0 

NM 

-0, 

REEBOK  INTERNATIONAL 

1009.1 

4 

2780,2 

3 

74.0 

46 

134.5 

13 

7.3 

5.2 

35.3 

15 

2 

RUSSELL 

368.3 

9 

896,7 

1 

23.2 

-5 

42.7 

-19 

6.3 

7.3 

11.2 

15 

1, 

TIMBERLAND 

274.7 

21 

557,6 

19 

25.0 

48 

29.8 

230 

9.1 

7.4 

21.2 

22 

3. 

VF 

1416.9 

3 

3935,2 

5 

108.7 

19 

257.8 

19 

7.7 

6.6 

18.0 

17 

5, 

(B)  APPLIANCES  &  HOME  FURNISHINGS 

GROUP  COMPOSITE 

11534.9 

4 

34849.3 

2 

71.2 

-66 

720.5 

12 

0.6 

1.9 

5.7 

62 

0. 

ARMSTRONG  WORLD  INDUSTRIES 

575.6 

2 

1671,3 

3 

59.0 

33 

163,4 

47 

10,3 

7.8 

26.5 

13 

5, 

BED  BATH  &  BEYOND  (10; 

266.9 

31 

725,8 

35 

19.4 

29 

47,7 

34 

7,3 

7.4 

24.8 

37 

0, 

BEST  BUY  (10) 

1793.2 

1 

5747,3 

-4 

6.6 

76 

12.5 

-48 

0.4 

0.2 

0.4 

NM 

0. 

CIRCUIT  CITY  GROUP  (10) 

1814.1 

11 

5776,1 

NA 

27.9 

-12 

109.2 

NA 

1.5 

1.9 

8.2 

32 

1. 

FURMITURE  BRANDS  INTERNATIONAL 

440.7 

5 

1334,7 

6 

14,6 

2 

48.2 

31 

3.3 

3.4 

21.6 

15 

1. 

HARMAN  INTERNATIONAL  INDUSTRIES  (6)  329.3 

-3 

1064,0 

1 

8,5 

12 

36.2 

-5 

2.6 

2.2 

11.9 

17 

3. 

HElL!G-IV;EYr.RS  (10) 

590.2** 

72 

1634,7 

57 

9.3 

20 

33.6 

46 

1.6 

2.3 

6.2 

1 7 

0. 

LEGG'T'  8.  PIATT 

747.0 

19 

2141,4 

16 

52.8 

20 

153.2 

41 

7.1 

7.0 

18.6 

21 

2. 

MAYTAG 

855.8 

15 

2462.8 

11 

49.3 

17 

131.6 

28 

5.8 

5.7 

28.3 

20 

1. 

PIER  1  IMPORTS  (10) 

258.1** 

12 

772.5 

14 

22,0 

93 

52.6 

63 

8.5 

4.9 

18.0 

20 

0. 

SUNBEAM 

289.0 

25 

830.1 

16 

34.5 

NM 

81.4 

NM 

11.9 

NM 

-21.9 

NM 

-1. 

TANDY 

1227.5 

-14 

3665.2 

-13 

36.4 

63 

90,7 

97 

3.0 

1.6 

-5.0 

NM 

-0. 

WHIRLPOOL 

2043.0** 

-7 

6198.0 

-5 

-200.0 

NM 

-96.0 

NM 

NM 

0.9 

-2.3 

NM 

-0. 

ZENITH  ELECTRONICS 

304.5** 

-11 

825.4 

-4 

-69.2 

NM 

-143,7 

NM 

NM 

NM 

NM 

NM 

-3. 
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N  Clarify  helps  this  man  stay  on  top  of  paydayj 

'-..ii:^-^:,,,^,^      for  22  million  people.  I 


Howard  Koenig,  Corfa^^e  VP  of  Operations  &  Client  Services,  ADP^^ 


TO 


ADP  is  the  largest  payroll  processor 
in  the  world.  Each  year  customer 
service  reps  field  some  70  million 
calls.  Leading  the  company's 
world-class  service  initiative  is 
customer  champion  Howard  Koenig. 
"The  only  thing  we  do  is  service. 
It's  critical  to  the  bottom  line. 
Our  focus  on  serving  clients 
Teally  made  Clarify  a  perfect 
strategic  fit  for  our  company. 
They  came  to  us  and  said,  'Let  us 
show  you  how  we  can  enhance 
ADP's  service.'  Other  companies 
came  at  us  from  a  pure  sales 
angle. -We  didn't  get  that  sense 
from  Clarify.  We  got  convinced 
they  would  partner  with  us  to 
make  us  successful.  And  they  did. 
Faster  than  we  thought  possible. 
Now  we're  using  Clarify  globally 
to  gain  a  competitive  edge. 
Clarify  is  the  heart  of  our 
business.  Literally."  ,^ 


•  .r 

L    A  R 


CLARIFY 

The  Answer  is  Clear 

1-888  CLAR1FY 
www.clarifv.cora 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD  CHANGE            9  CTANGE         3RD  CHANGE          9  CHANGE 

QUARTER  FROM  MONTHS  FROM  QUARTER       FROM  MONTHS  FROM 

1997  1996            1997           1996          1997          1996  1997  1996 

SMIL  %  $MIL            %           $MIL.           %  SMIL  % 


RETURN  ON 
COMMON 

3RD        3RD         EQUITY  PRICE-  M( 

QUARTER  QUARTER    12  MONTHS  EARNINGS  EAI 

1997       1996         ENDING  RATIO 

%          %            9-30  10-24  S, 


(C) BEVERAGES 

GROUP  COMPOSITE 

17763.6 

10 

49028.7 

7 

2131.7 

47 

5799.9 

22 

1 
1 

ANHEUSER-BUSCH 

3101.6 

1 

8558.8 

2 

393.5 

4 

1032.4 

3 

12.7 

12.3 

29.7 

17 

2 

BROWN-FORMAN  (8) 

371.8 

2 

1 134,3 

2 

34.4 

7 

115.7 

8 

9.3 

8.8 

23,8 

20 

2 

CANANDAIGUA  BRANDS  (10) 

301.5 

8 

869.1 

1 1 

12,4 

150 

28.3 

21 

4.1 

1.8 

9,7 

25 

1 

cnCA-CDLA 

4954.0 

14167  0 

0 

10110 

33120 

9  1 

DO.  I 

■3/! 

1 

COCA-COLA  ENTERPRISES 

3183.0 

46 

8229.0 

42 

1 12,0 

187 

190.0 

81 

3.5 

1.8 

11.1 

59 

C 

COORS  (AOOLPH) 

489.7 

7 

1409.5 

5 

17,4 

-7 

75.5 

94 

3.6 

4.1 

10.9 

15 

2 

pcpcirn 

r  Lr  o lUU 

5352  0 

4 

3 

551  0 

NM 

1  n  ^ 

Kj.c 

D4 

C 

(D)  PERSONAL  CARE 

GROUP  COMPOSITE 

18732.2 

5 

54068.1 

5 

1952.0 

16 

4862.2 

16 

10.4 

9.4 

29.4 

31 

2 

ALBERTO-CULVER  (3) 

453.4 

5 

1349.2 

9 

21,8 

15 

58.8 

18 

4.8 

4.4 

17,2 

21 

1 

AVON  PRODUCTS 

1249.4 

6 

3562.0 

7 

68.6 

10 

205.1 

10 

5.5 

5.3 

135,0 

29 

2 

ri  ORDX  (M 

649  3** 

10 

2060  9 

13 

74  4 

1  9 

111 

^0 

2 

COLGATE-PALMOLIVE 

2297.2 

3 

6745.2 

5 

188.6 

17 

534.0 

18 

8.2 

7.2 

32.1 

30 

2 

DIAL 

334.3 

-5 

999,8 

-5 

22,4 

NM 

61,1 

355 

5.7 

NM 

45.7 

20 

C 

ECOLAB 

432.9 

10 

1218.4 

1 1 

40,5 

14 

99,6 

20 

9.4 

9.1 

24,4 

25 

2 

ESTEE  LAUDER  (6) 

900.6 

3 

2467.9 

4 

61 ,8 

17 

136.8 

25 

5.9 

5.0 

31,6 

28 

GILLETTE 

2436.7 

3 

6901.9 

3 

353,7 

15 

955.3 

15 

14.5 

13.0 

21,8 

48 

1 

PROCTER  &  GAMBLE  (6) 

9355.0 

5 

27074.0 

4 

1087,0 

11 

2579.0 

12 

11.6 

11.0 

28,9 

28 

2 

REVLON 

623.5 

9 

1688.8 

9 

33,2 

57 

17.1 

NM 

5.3 

3.7 

NM 

45 

C 

(E)  TOBACCO 

GROUP  COMPOSITE 

19783.7 

3 

58876.8 

3 

1675.0 

-17 

6007.5 

7 

8.5 

10.5 

31.1 

15 

2 

PHILIP  MORRIS 

13991.0 

2 

42374.0 

3 

1406,0 

-15 

5015.0 

4 

10.1 

12-0 

44.3 

15 

2 

RjR  NABISCO  HOLDINGS 

4409.0 

1 

12474.0 

0 

122.0 

-46 

578.0 

45 

2.8 

5.2 

7.8 

14 

2 

UNIVERSAL  (6) 

1023.2" 

25 

2977.8 

18 

32.8 

64 

82.2 

53 

3.2 

2.4 

24.2 

12 

UST 

360.6 

0 

1051.0 

2 

114.2 

-8 

332.3 

-5 

31.7 

34.4 

128.4 

13 

7  CONTAINERS  &  PACKAGING 


INDUSTRY  COMPOSITE 

10053.9 

3 

28650.0 

4 

273.1 

-20 

684.1 

-34 

2.7 

3.5 

7.9 

39 

0 

(A)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

4764.3 

4 

13049.5 

9 

221.6 

5 

587.0 

22 

4.7 

4.6 

12.5 

21 

1 

BALL 

590.2 

11 

1813.7 

8 

22.7 

17 

50.5 

28 

3.3 

3.1 

3.5 

50 

c 

CROWN  CORK  &  SEAL 

2341.3 

-5 

5555.2 

3 

85.3 

-22 

256.3 

5 

3.6 

4.4 

9.1 

22 

2 

OWENS-ILLINOIS 

1239.5 

22 

3520.3 

22 

91.8 

48 

233.3 

39 

7.4 

6.1 

21.1 

17 

1 

SILGAN  HOLDINGS 

493,3 

4 

1150.3 

5 

21.8 

5 

46.9 

54 

4.4 

4.4 

NM 

17 

2 

(B)  PAPER 

GROUP  COMPOSITE 

5289.6 

2 

15600.5 

1 

51.5 

-61 

97.1 

-82 

1.0 

2.5 

3.3 

NM 

0 

AVERY  DENNISON 

835,6 

2 

2509.3 

4 

52.6 

13 

150.4 

17 

6.3 

5.7 

24,0 

21 

1 

BEMIS 

465.5 

10 

1422.3 

17 

25.4 

5 

73.3 

3 

5.5 

5.7 

15,7 

20 

1 

JEFFERSON  SMURFIT 

832.0 

0 

2395.0 

-8 

8.0 

-64 

-3.0 

NM 

1.0 

2.5 

NM 

NM 

c 

ROCK-TENN  (3) 

325.7 

45 

901.4 

37 

9.7 

-29 

8.7 

-78 

3.0 

6.0 

4,3 

44 

c 

SONOCO  PRODUCTS 

709.6 

1 

2111.4 

2 

41.9 

5 

129.2 

-1 

5.9 

5.7 

19,5 

19 

1 

STONE  CONTAINER 

1182.8 

-9 

3553.9 

-9 

-98.7 

NM 

-302.8 

NM 

NM 

NM 

-94.9 

NM 

-4 

TEMPLE-INLAND 

938,4 

9 

2597.2 

3 

12.6 

-61 

41,4 

-64 

1-3 

3,8 

2,9 

50 

1 

8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

119069.5 

12 

361980.6 

12 

2787.6 

22 

9772.7 

37 

2.3 

2.2 

13.7 

25 

1 

AMES  DEPARTMENT  STORES  (11) 

503.5** 

1 

1643.2 

3 

7.4 

63 

22.2 

154 

1.5 

0.9 

20.0 

15 

AUTOZONE  14) 

945,4 

14 

2122.3 

19 

81.5 

21 

157.0 

19 

8,6 

8.1 

19.7 

24 

BARNES  &  NOBLE  (11) 

617,7 

18 

2095,0 

19 

-1.4 

NM 

56.7 

NM 

NM 

NM 

11.6 

35 

c 

BJ'S  WHOLESALE  CLUB  (11) 

785,5 

7 

2333,3 

10 

15.0 

18 

47.9 

21 

1,9 

1.7 

14.4 

NA 

BORDERS  GROUP  (11) 

465.3 

13 

1656,9 

11 

0.5 

NM 

57.2 

NM 

0,1 

NM 

11,7 

33 

c 

BRADLEES (11) 

300.6** 

-20 

1023,2 

-21 

-15.9 

NM 

-108.0 

NM 

NM 

NM 

NM 

NM 

-11 

BRYLANE  (11) 

274.7 

74 

841,8 

77 

10.5 

-6 

25.3 

4 

3,9 

7.2 

15.0 

NA 

CALDOR  (11) 

598.2 

-4 

1966,9 

-8 

-18.0 

NM 

-120.0 

NM 

NM 

NM 

NM 

NM 

_c 

CDW  COMPUTER  CENTERS 

323.9 

35 

925.2 

39 

13.0 

34 

37.1 

56 

4.0 

4.0 

25.8 

30 

CHARMING  SHOPPES  (11) 

265.7 

0 

771.2 

-7 

5.9 

NM 

5.7 

NM 

2.6 

0.1 

0.7 

NM 

c 

COLE  NATIONAL  (11) 

254.9 

66 

745.4 

58 

7.4 

42 

-25.2 

NM 

2.9 

3.4 

-16.2 

NM 

-2 

CONSOLIDATED  STORES  (11) 

624.3 

17 

2414.9 

78 

0.8 

NM 

103.3 

127 

0.1 

NM 

15.2 

32 

1 

CORPORATE  EXPRESS  (10) 

941.6 

25 

2755.5 

41 

14,5 

9 

31.8 

459 

1.5 

1.8 

5.5 

58 

c 

COSTCO  (4) 

6915.9'* 

12 

16991.0 

12 

115,7 

35 

280.4 

41 

1.7 

1.4 

13.5 

25 

1 

DAYTON  HUDSON  (11) 

5293.0** 

9 

20349.0 

7 

141,0 

40 

482.0 

30 

2.2 

1-8 

14.5 

23 

DILLARD'S  (U) 

1499.3** 

8 

5042.1 

4 

44,3 

12 

213.7 

71 

3.0 

2.9 

9.0 

17 

DOLLAR  GENERAL  (11) 

595.8 

21 

1792.0 

19 

26.7 

22 

97.5 

29 

4.5 

4-4 

21.8 

35 

c 

EAGLE  HARDWARE  &  GARDEN  (11) 

278.2 

33 

591.4 

31 

13.0 

51 

20.7 

53 

4.7 

3-9 

8.7 

18 

1 

FAMILY  DOLLAR  STORES  f4) 

511.4 

16 

1540.1 

17 

14.2 

25 

57.3 

24 

2.8 

2.6 

15.2 

28 

c 

FEDERAf  En  UtPARTMENT  STORES  (11) 

3452.8** 

5 

11896.9 

0 

66.4 

NM 

379.6 

111 

1.9 

NM 

8.9 

22 

2 

FINGERHU. 

403.0 

6 

1149.3 

2 

13.0 

52 

25,5 

194 

3.2 

2.2 

9.1 

19 

1 

FOOTSTAR 

454.0 

7 

1256.9 

7 

18.8 

-1 

38,9 

-18 

4.1 

4.4 

17.0 

14 

2 

GAP  (11) 

1345.2 

20 

4244.3 

13 

59.5 

5 

324.9 

8 

5.2 

5,9 

29.4 

31 

1 

HILLS  STORES  (11) 

349.3 

-10 

1351.4 

-7 

-15.1 

NM 

-28.9 

NM 

NM 

NM 

-15,8 

NM 

HOME  DEPOT  (11) 

6550.2 

24 

17155.0 

28 

357.9 

32 

857,9 

33 

5.5 

5,1 

15,5 

37 

1 

HOMEBASE  (11) 

420.4 

-1 

NA 

NA 

11.2 

0 

NA 

NA 

2.7 

2,5 

NA 

NA 
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;now  where  you  want  to  take  your  company. 
'ou  need  the  right  stuff  to  get  you  there. 
Corporate  Express®,  we  provide  office 
lies  from  well-known  companies  like  3M. 
3lso  supply  everything  from  furniture  to 
)ecialties  to  same  day  courier  service.  And 
means  you  can  focus  on  your  core  busi- 
and  eliminate  hidden  costs  of  purchasing. 
We  partner  with  visionary  companies  like 
nakers  of  3M's  Post-if  Notes,  Post-if  Flags, 
Ergonomic  Products  and  other  essentials 
have  changed  offices  everywhere.  Thanks 
leir  relentless  pursuit  of  innovation,  3M 


has  developed  countless  products  that  are 
recognizable  around  the  world  and  delivered  to 
Corporate  Express  customers  everywhere. 

Visit  our  web  site  at  www.corporate- 
express.com  and  find  out  more  about  the 
custom  solutions  Corporate  Express  has  for 
successful  companies  just  like  yours.  Or  call 
1-800-511-3348  and 
let  us  show  you  how 
Corporate  Express® 
can  become  your 
single  source  for  all 
business  essentials. 


3M 


3M  POST-IT'  NOTES 

Post  it'  Notes  are  available 
in  a  wide  variety  of 
colors,  sizes 
and  styles. 


Digital  Economy  Conference 
December  2-3,  1997 
San  Francisco 


L  :  ■  —  : — •  :  — 

technology, 


ults 


p.  PI 


In  the  new  digital  age,  a  company's  success  depends  on  its  ability  to  continuously 
strategize  and  plan  in  the  face  of  rapid  technological  advances. 

Business  Week's  1997  Digital  Economy  Conference  will  gather  senior 
executives  from  major  companies  across  America  to  explore  the  dynamic  interaction 
between  information  technology,  business  strategy  and  real- world  results. 

Building  on  the  ideas  and  energy  generated  by  last  year's  highly  successful 
symposium,  the  Conference  is  an  interactive  forum  focused  on  finding  the 
right  answers  to  the  strategic  questions  raised  by  today's  technology-driven 


global  markets. 
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in.  President 

9  CRAIG  R.  BARRETT 

Packard  President  and  COO 

V  Intel 


JAMES  F.  MOORE 

Chairman,  GeoPartners 
Research,  Inc.  CAROL  BARTZ 

Author,  The  Death  of  CEO  and  Chairr)tan 
Competition  Autodesk,  Inc. 


JOHN  T.  CHAMBERS 

President  and  CEO 
Cisco  Systems,  Inc. 


ANN  WINBLAD 

Managing  Director 
Hummer  Winblad 
Venture  Part?iers 


DAN  EITINGON 

President 
Global  Support 
Services  Group 
Visa  International 


KIM  POLESE  DANIEL  H.  CASE  III  JOHN  NAISBITT 

President  and  CEO        President  &  CEO  Author 

Marimba  Inc.  Hambrecht  &  Quist  Megatrends  Asia 
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SCOTT  SHUSTER 
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Beyond  news.  Intelligence. 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 

RETURN  ON 

UUIVIIVIUIl 

3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MO 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EAR 

1997 

1996 

1997 

1996 

199/ 

1996 

1997 

1996 

1997 

1996 

ENDING 

RATIO 

$MI1 

% 

$MIL 

% 

SMIL. 

% 

$  MIL 

% 

% 

% 

9-30 

10-24 

SI 

INTIMATE  BRANDS  (11) 

826.6 

27 

2691.5 

21 

51.0 

27 

251.6 

23 

7.4 

7,4 

64.7 

19 

1 

KMART  (11) 

7846.0 

4 

24793.0 

1 

31.0 

35 

281.0 

NM 

0.4 

0,3 

5.5 

23 

0 

KUHLo  (11) 

623.9 

31 

207 1 .4 

25 

20.8 

41 

88. 1 

25 

3.3 

3.1 

19.7 

44 

1 

LIMITED  (11) 

2020. 1 

7 

6815.1 

5 

27.6 

-17 

255.8 

-4 

1.4 

1.7 

22.2 

1 5 

1 

LOWE'S  (11) 

2808.1 

14 

7250.3 

20 

125.5 

11 

252.5 

27 

4.5 

4.6 

13.5 

23 

1 

MAY  DEPARTMENT  STORES  (11) 

2749.0** 

9 

9525.0 

7 

115.0 

5 

637.0 

5 

4.2 

4.3 

21.5 

18 

3 

MtKUAN lILt  o  1  Unto  (11) 

692.9** 

5 

2364.3 

2 

15.3 

6 

97.3 

-8 

2.2 

2.2 

8.2 

17 

3 

MEYER  (FRED)  (11) 

957.0 

12 

3146.7 

10 

19.1 

26 

50.0 

38 

2.0 

1.8 

10.8 

22 

I 

MICHAELS  STORES  (11) 

278.0 

7 

1093.1 

7 

-2.9 

NM 

8.5 

NM 

NM 

NM 

-6.5 

NM 

-1 

MICRO  WAREHOUSE 

522.1 

19 

1552.0 

12 

-7.1 

NM 

8.5 

-23 

NM 

2.4 

3.6 

50 

0 

UCIK/tAM  KAADPIIC  PDnilD  fR\ 

NbllvlAN  IvlAKLUo  UKUUr  (D) 

497.3** 

2 

1555.8 

5 

14.0 

30 

50.3 

1 5 

2.8 

2.2 

15.7 

27 

1 

NORDSTROM  (11) 

1379.8** 

8 

3709.4 

5 

58.6 

35 

133.7 

7 

4.2 

3.4 

1 1.5 

28 

2 

OFFICE  DEPOT 

1690.3 

12 

4994.5 

10 

43.7 

37 

113.0 

21 

2.6 

2.1 

12.1 

23 

0 

OFFICEMAX  (11) 

776.1 

25 

2631.6 

21 

2.5 

4 

48.4 

11 

0.3 

0.4 

5.6 

23 

0 

DAVI  CCC  PACUIAf Ave  /  1  \ 

rAYLtbo  LAoHWAYb  (1) 

632. 1 

-13 

1 780.8 

-8 

-65.4 

NM 

-85.8 

NM 

NM 

NM 

-53.9 

NM 

-2 

PAYLESS  SHOESOURCE  (11) 

716.7 

13 

1884.6 

6 

45.6 

17 

93.1 

202 

5.4 

6.2 

14.9 

19 

3 

PENNEY  (J.  C.)(ll) 

6649.0** 

41 

21946.0 

34 

90.0 

-3 

323.0 

-42 

1.4 

2.0 

7.7 

26 

2 

PEP  BOYS-MANNY,  MOE  &  JACK  (11) 

539.3 

13 

1473.0 

12 

30.1 

0 

75.9 

10 

5.6 

6.3 

12.5 

15 

1 

rt  1  oMAK  1(11) 

425.9 

23 

1295.9 

29 

-35.7 

NM 

-28.9 

NM 

NM 

0.6 

-5.5 

NM 

-0 

PROFFITT'S  ( 1 1 ) 

492.3** 

43 

1746.6 

39 

6.4 

81 

32.3 

NM 

1,3 

1.0 

7.8 

17 

ROSS  STORES  (11) 

490.7 

21 

1443.3 

18 

28  0 

50 

83.7 

56 

5.7 

4.5 

27.3 

18 

1 

SAKS  HOLDINGS  (11) 

454.7** 

13 

1575.5 

12 

-14.2 

NM 

45.1 

NM 

NM 

NM 

11.5 

24 

0 

CCADC  DnCDIIPI/ 

9828.0 

8 

28321.0 

8 

353.0 

27 

552.0 

-7 

3.6 

3.1 

23.7 

14 

3 

SERVICE  MERCHANDISE 

655. 1 

-11 

2219.9 

-4 

-22.4 

NM 

-147.1 

NM 

NM 

NM 

-24.8 

NM 

-0 

SHOPKO  STORES  (10) 

546.1 

10 

1898.8 

18 

4.2 

6 

35.7 

15 

0.8 

0.8 

9.9 

17 

1 

SPIEGEL 

647.0 

4 

1945.0 

1 

-20.2 

NM 

-64.9 

NM 

NM 

NM 

-8.2 

NM 

-0 

CDnDTC  AIITUODITV  /I  1  \ 

arOKIb  AUIHOKIlT  (11) 

383.3 

15 

1082.3 

1 7 

9.6 

4 

29.0 

19 

2.5 

2.8 

9.6 

21 

0 

STAPLES  (11) 

1051,9 

31 

3380.9 

25 

14.8 

I 

70.1 

12 

1,4 

1.8 

12.8 

45 

0 

TJX  (11) 

1698.4 

10 

5205.0 

12 

52.6 

55 

175,6 

173 

3.1 

2.2 

23.5 

20 

1 

xnvc  'D'  lie  /  I  1  \ 
TOYS  K  us  ( 1 1 ) 

1989.0 

1 5 

8580.6 

7 

36.7 

NM 

449.0 

331 

1,8 

NM 

11.7 

19 

1 

U.  S.  OFFICE  PRODUCTS  (8) 

863.5 

52 

2410.3 

59 

20.9 

26 

43.8 

23 

2,4 

2.9 

6.6 

39 

0 

VALUE  CITY  DEPARTMENT  STORES  (5) 

250.7** 

8 

817.9 

1 1 

-9.8 

NM 

-1.7 

NM 

NM 

0.9 

1.5 

69 

0 

VENTURE  STORES  (11) 

328.5** 

0 

1117.8 

-12 

-103.0 

NM 

-165.7 

NM 

NM 

NM 

-292.7 

NM 

-9 

VIKING  OFFICE  PRODUCTS  (5) 

340.3 

17 

1019.5 

18 

18.0 

11 

55.3 

9 

5,3 

5.6 

20.4 

28 

0 

WAL-MART  STORES  (11) 

28386.0 

11 

84651.0 

12 

795.0 

13 

2542.0 

15 

2,8 

2.8 

18.7 

24 

1 

WICKES 

265.3 

4 

553.0 

4 

1.8 

-35 

-2.0 

NM 

0,7 

1.1 

-0.3 

NM 

-0 

WOOLWORTH  (11) 

1500.0 

-7 

5407.0 

-4 

26.0 

0 

143.0 

NM 

1,7 

1.6 

19.5 

12 

1 

ZALE (5) 

273  6 

10 

1023.0 

11 

1.6 

NM 

51.7 

18 

0,6 

0.0 

9,3 

19 

1 

9  ELECTRICAL  &  ELECTRONICS 


INDUSTRY  COMPOSITE 


45567.4 


13  133385.5 


10  3930.2 


51  12453.6 


44 


8.6 


6.4 


17.4 


BECKMAN  INSTRUMENTS 
HONEYWELL 
KLA-TENCOR  (fa) 


271,5 
2038,7 
312,4 


7 
13 
20 


774,1 
5701,7 
745,4 


4 
10 

-1 


19,4 
118,9 
49,7 


4 
18 


55,8 
292,9 
74.0 


9 
17 

-35 


7.1 
5.8 
15.9 


7.4 
5.6 
12,9 


19.9 
19.0 
11.1 


23 


(A)  ELECTRICAL  PRODUCTS 

GROUP  COMPOSITE 

5584.7 

4 

16750.5 

4 

372.9 

-2 

1195.2 

23 

6.7 

7.1 

19.1 

18 

3.; 

COOPER  INDUSTRIES 

1296.9*' 

-1 

4000.7 

1 

102.5 

33 

285.7 

25 

7.9 

5.9 

14.6 

17 

3.: 

EATON 

1931.0 

12 

5529.0 

7 

54.0 

-36 

281.0 

-1 

2.8 

4.9 

15.3 

22 

4. 

GENERAL  SIGNAL 

475.7 

-9 

1520.9 

0 

36.1 

-3 

94.8 

0 

7.5 

7.2 

17.8 

15 

2.1 

HUBBELL 

351.8 

6 

1029.4 

7 

41.7 

13 

119.4 

14 

11.8 

11.1 

18.9 

20 

2,: 

MAGNETEK  (6) 

286.5 

-2 

891.9 

-1 

7.5 

73 

25.2 

NM 

2.5 

1,5 

21.2 

18 

1, 

NATIONAL  SERVICE  INDUSTRIES  (4) 

509.8 

-2 

1524.3 

0 

32.7 

5 

82.4 

6 

5.4 

5,9 

16.0 

19 

2,: 

RAYCHEM  (6) 

455.0 

5 

1348.4 

5 

61.5 

-15 

189.7 

16 

13.5 

16,9 

29.4 

17 

5,: 

UCAR  INTERNATIONAL 

278.0 

22 

806.0 

13 

37,0 

5 

115.0 

7 

13.3 

15,4 

493.5 

■  13 

3, 

(B)  ELECTRONICS 

GROUP  COMPOSITE 

18157.1 

11 

53128.4 

7 

873.8 

11 

2934.3 

9 

4.8 

4.8 

11.5 

24 

2.1 

HARRIS  (6) 

979.6 

11 

2947.5 

5 

43,6 

14 

157.5 

17 

4.5 

4,3 

13.2 

17 

2.; 

HUGHES  ELECTRONICS 

4117.5 

8 

12511.3 

9 

240,2 

-5 

1016.8 

17 

5.8 

5,6 

13.2 

21 

3,: 

LITTON  INDUSTRIES  (5) 

1070.6 

4 

3125.5 

13 

44,0 

3 

122.2 

7 

4.1 

4,1 

15  5 

15 

3.' 

MOTOROLA 

7353.0 

13 

21516.0 

6 

266.0 

29 

859,0 

-5 

3.6 

3,2 

8,4 

35 

i.( 

NEXTLEVEL  SYSTEMS 

454,6 

8 

1323.0 

6 

24.5 

45 

29,8 

NM 

5.3 

3,9 

NA 

NA 

f 

RAYTHEON 

3445.3 

14 

9669.2 

8 

211.2 

12 

504,1 

3 

6.1 

6.2 

16,0 

17 

3,; 

TRACOR 

320.8 

25 

930.9 

24 

11.4 

0 

32.1 

19 

3.5 

4.4 

17,0 

19 

i.i 

VARIAN  ASSOCIATES  (3) 

405.8 

-2 

1103.9 

-12 

33.0 

13 

102.7 

6 

8.1 

7.0 

23,1 

17 

3.( 

(C)  INSTRUMENTS 

GROUP  COMPOSITE 

3737.1 

13 

10567.5 

7 

277.9 

22 

652.3 

11 

7.4 

6.9 

16.0 

24 

2.- 

15 
21 
37 


PERKIN-ELMER  (6) 

296,4 

8 

955,5 

10 

24,0 

-26 

55,8 

835 

8,1 

11,7 

24,4 

27 

2.: 

TEKTRONIX  (7) 

481,3 

9 

1504,1 

10 

26,7 

18 

92,3 

26 

5,6 

5,2 

15,1 

17 

3.t 

TERADYNE 

336,7 

29 

874,5 

-5 

39,2 

100 

81,4 

-10 

11,6 

7,5 

9,2 

42 

OS. 

(D)  SEMICONDUCTORS  &  OTHER  COMPONENTS 

GROUP  COMPOSITE 

18088.5 

17 

52939.1 

15 

2405.6 

100 

7671.9 

75 

13.3 

7.8 

21.4 

23 

2.6 

ADVANCED  MICRO  DEVICES 

596,5 

31 

1743,2 

20 

-31.7 

NM 

-8,8 

NM 

NM 

NM 

-1,5 

NM 

-O.i 

AMP 

1432,5 

7 

4293,5 

5 

121,5 

28 

330,2 

1 

8,5 

7,1 

10,0 

35 

1.:- 

ANALOG  DEVICES  (2) 

318,1 

4 

911,0 

2 

45,0 

5 

127,3 

0 

14,5 

14,4 

17,0 

28 

1.1 

AVX  (9) 

329,2 

23 

943,5 

14 

35,7 

30 

102,3 

5 

11,2 

10,5 

17,3 

20 

l.E 

160  BUSINESS 


VEMBER  17,  1997 


ENT  NAME 
NMAKER 


TCH  FOR 
)MAS  PEARSON, 
),  CFO,  COO, 
SIDENT 


TRUE  STORY: 

A  PARTNER  IN  AN  EXECUTIVE  SEARCH 
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CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


3RD 
QUARTER 
1997 
SMIL 


CHANGE 
FROM 
1996 

% 


9 

MONTHS 
1997 
$MIL 


CHANGE 
FROM 
1996 
% 


3RD 
QUARTER 
1997 
$MIL 


CHANGE 
FROM 
1996 
% 


MONTHS 
1997 
$MIL 


CHANGE 
FROM 
1996 

% 


MARGINS 

3RD  3RD 

QUARTER  QUARTER 

1997  1996 

%  % 


RETURN  ON 
COMMON 

EQUITY  PRICE-  MC 

12  MONTHS  EARNINGS  EAR 

ENDING  RATIO 

9-30  10-24  SI 


in  1  CL 

O  i  DD.U 

on 

lODtDO.U 

i^iy 

1       A  O 
1  D  /4.U 

20 

5202,0 

60 

25.6 

25.5 

35.7 

20 

1 A  Dll   riDPI  IIT  /  A  \ 

305.2 

75 

775.0 

18.0 

175 

43,7 

128 

5.9 

3. 7 

28.9 

35 

LSI  LOGIC 

326.8 

9 

967.2 

3 

44.3 

50 

128.5 

10 

13.5 

9.2 

10.1 

20 

MEMC  ELECTRONIC  MATERIALS 

260.0 

-14 

728.1 

-21 

-4.3 

NM 

-3.3 

NM 

NM 

7.0 

-1.2 

NM 

MICRON  TECHNOLOGY  (4) 

945.2 

35 

2787,4 

13 

72.0 

287 

311.6 

18 

7.6 

2.7 

11.5 

20 

MOLEX  (6) 

410.2 

14 

1213.3 

15 

44.5 

24 

135.1 

21 

10,8 

10.0 

14.2 

31 

NATIONAL  SEMICONDUCTOR  (7) 

600.8 

6 

1880.5 

6 

70.1 

NM 

252.7 

NM 

11.7 

NM 

16.5 

18 

READ-RITE  (3) 

318.2 

63 

910.5 

32 

30.5 

NM 

85.2 

NM 

9.5 

NM 

16.2 

11 

SCI  SYSTEMS  (6) 

1740.0 

23 

4600.8 

18 

36,4 

45 

94.5 

38 

2.1 

1.8 

20.9 

23 

SOLECTRON  (4) 

1044.7 

32 

2886.7 

36 

47,5 

51 

126.6 

45 

4.5 

4.0 

17.2 

29 

TEXAS  INSTRUMENTS 

2499.0 

4 

7322.0 

-2 

239,0 

NM 

555.0 

NM 

9.6 

NM 

8.3 

43 

THOMAS  &  BETTS 

520.4 

5 

1582.2 

7 

40,3 

20 

108.9 

20 

7.7 

6.8 

8.2 

37 

VISHAY  INTERTECHNOLOGY 

285.4 

10 

831.3 

-2 

20.7 

43 

60.3 

30 

7.3 

5.6 

7.0 

24 

10  FOOD 

4 

4 

2556.2 

15 

5904.0 

_4 

1  Q 

(A)  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 

15579.4 

0 

48930.2 

1 

216.8 

51 

565.0 

31 

1.4 

0.9 

13.9 

20 

FLEMING 

3453.3 

-7 

1 1755.9 

-7 

7,4 

634 

27.5 

59 

0.2 

0.0 

3.5 

18 

INTERNATIONAL  MULTIFOODS  (10) 

629.2 

-1 

1934.6 

2 

4,5 

14 

-2.9 

NM 

0.7 

0.6 

2.0 

95 

JP  FOODSERVICE  (6) 

467.9 

13 

1322.8 

15 

6,9 

238 

22.4 

96 

1.5 

0,5 

11.5 

27 

PERFORMANCE  FOOD  GROUP 

336.3 

66 

897.7 

58 

3,7 

19 

9.8 

22 

1.1 

1.6 

11.8 

22 

PROSOURCE 

945.8 

-10 

2933.6 

-4 

0,7 

-48 

1.0 

NM 

0.1 

0.1 

-10.2 

NM 

RICHFOOD  HOLDINGS  (8) 

739.1 

-2 

2657.7 

5 

14,5 

17 

50.8 

61 

2.0 

17 

23.1 

19 

RYKOFF-SEXTON  (6) 

870.9 

-A 

2561.2 

NA 

2.8 

39 

12.9 

NA 

0.3 

0.2 

4,8 

46 

QMADT  it.  riMAI 

Q 

Q 

D,o 

-ID 

1  Q  7 

i 

1  -D 

1  O  1 
ic.  L 

2 1 

SUPERVALU  (10) 

3866.0 

2 

12788,9 

1 

89,1 

148 

191,9 

47 

2,3 

1.0 

19.6 

10 

SYSCO  (6) 

3828.2 

4 

10993.3 

5 

80,1 

9 

232,8 

9 

2.1 

2,0 

22.1 

22 

(B)  FOOD  PROCESSING 

GROUP  COMPOSITE 

36023.0 

3 

106566.8 

3 

1738.0 

14 

3478.0 

-9 

4.8 

4.4 

18.5 

37 

CAMPBELL  SOUP  (5) 

1725.0 

5 

5912.0 

4 

192,0 

6 

625.0 

7 

11.1 

11,0 

50.2 

35 

CHIQUITA  BRANDS  INTERNATIONAL 

556.3 

3 

1833.9 

-2 

-28,0 

NM 

56.4 

-5 

NM 

NM 

-8.7 

NM 

LUNAuKA  ( /  ) 

6 1 40.4 

0 

1 7394.8 

0 

110,1 

1 5 

44 1 .7 

NM 

1 .8 

1,6 

26.3 

24 

CPC  INTERNATIONAL 

2023.5 

-1 

6277.5 

0 

146,4 

4 

259.7 

-33 

7.2 

6.9 

22.0 

36 

DEAN  FOODS  (7) 

729.5 

3 

2262.1 

4 

21,5 

20 

71.3 

NM 

3.0 

2.5 

15.3 

22 

DOLE  FOOD 

1178.3 

8 

3251.1 

10 

24,4 

6 

136.9 

17 

2.1 

2.1 

17.1 

25 

nDCvcD'C  PDAun  irr  pdcam 
UKCYtn  0  unAllU  lUt  UKtAM 

286,3 

22 

758.7 

24 

5,0 

50 

11.1 

1 1 

1.7 

1 .4 

2.7 

NM 

EARTHGRAINS  (9) 

382.5 

0 

1147.5 

2 

9,3 

107 

18.1 

NM 

2.4 

1.2 

4.6 

30 

FLOVI^ERS  INDUSTRIES  (6) 

308.4 

-4 

1037.5 

4 

14.5 

-27 

44.6 

28 

4.7 

5.2 

16.7 

29 

GENERAL  MILLS  (7) 

1416.5 

8 

4150.1 

4 

134.3 

37 

325.3 

12 

9.5 

7.4 

108.0 

23 

IJCIIJ7  /LI     1  \  /0\ 

HLINZ  (H.  J.)  (8) 

2233.3 

1 

6987,5 

1 

243.3 

36 

188. 1 

-53 

10.9 

8.1 

15.0 

49 

HERSHEY  FOODS 

1151.6 

7 

3059,8 

9 

100.7 

7 

220.1 

13 

8.7 

8.8 

38.5 

28 

HORMEL  FOODS  (2) 

779-7 

4 

2388.4 

8 

18.2 

353 

64.8 

32 

2.3 

0.5 

12.3 

24 

IBP 

3416.7 

8 

9999.5 

5 

29.1 

-28 

95.3 

-47 

0.9 

1.3 

9.5 

19 

INTERSTATE  BAKERIES  (7) 

763.7 

1 

2464. 1 

2 

29.9 

60 

82. 1 

162 

3.9 

2.5 

21.5 

23 

KELLOGG 

1803.8 

7 

5212.4 

2 

207.2 

30 

531.4 

20 

11.5 

9.5 

53.8 

30 

Mccormick  (1) 

422.9 

4 

1244.0 

4 

19,2 

NM 

49.2 

NM 

4.5 

NM 

25.4 

20 

NABISCO  HOLDINGS 

2203.0 

-2 

6299.0 

-2 

92,0 

31 

259.0 

NM 

4.2 

3.1 

8.9 

31 

UUAFVtn  UAI  0 

1  "3 7n  7 

io/U.  / 

-5 

jyo  /  .y 

-4 

7  7  R 

A  O 

IN  M 

K  7 

y.o 

IN  IVI 

IN  IVI  — 

SARA  LEE  (6) 

4893,0 

0 

14472.0 

4 

225.0 

9 

711.0 

9 

4.6 

4.2 

23.2 

25 

SMITHFIELD  FOODS  (8) 

915.0 

2 

2923.5 

19 

-6.5 

NM 

28.5 

55 

NM 

0.1 

12.2 

32 

SUIZA  FOODS 

307,3 

121 

544.1 

77 

10.9 

-42 

35.3 

48 

3.5 

13.5 

18.9 

20 

THORN  APPLE  VALLEY  (7) 

277,9 

-3 

687.8 

-9 

-3,1 

NM 

-6.6 

NM 

NM 

NM 

-6.1 

NM 

WLR  FOODS  (6) 

251,6 

-8 

728.8 

-3 

-4.5 

NM 

-23.2 

NM 

NM 

NM 

-23,3 

NM 

WRIGLEY  (WM.)  JR. 

486,4'* 

4 

1452.8 

5 

69.5 

14 

209.0 

19 

14,3 

13.1 

27.3 

31 

(C)  FOOD  RETAILING 

GROUP  COMPOSITE 

38132.7 

8 

109823.2 

6 

601.5 

9 

1861.0 

-1 

1.6 

1.6 

25.0 

25 

ALBERTSON'S  (11) 

3680,5 

6 

10853.9 

8 

109.4 

-9 

373.0 

-4 

3.0 

3.5 

21.7 

20 

AMERICAN  STORES  (11) 

4763.2 

3 

14420.5 

1 

90.0 

8 

188.3 

-30 

1.9 

1,8 

12.1 

28 

BRUNO'S  (11) 

645.4 

-10 

2083.0 

NA 

-22.7 

NM 

-21.8 

NA 

NM 

0.2 

NM 

NM 

DELCHAMPS  (6) 

272.0 

-6 

812.6 

-5 

-1.0 

NM 

5.5 

64 

NM 

0.1 

5.7 

32 

DOMINICK'S  SUPERMARKETS  (2) 

813.7 

7 

2000.1 

5 

5.6 

229 

14.7 

372 

0.7 

0.2 

4.3 

NM 

FOOD  LION 

2366.9 

1 1 

6968.4 

12 

1.2 

-98 

95.5 

-31 

0.1 

2.4 

12.9 

23 

GENERAL  NUTRITION  ( 1 1 ) 

265,6 

22 

855.0 

20 

23,1 

NM 

64.7 

NM 

8.7 

NM 

37.1 

31 

GIANT  FOOD  (10) 

934,8 

7 

3077.5 

1 

7,5 

-67 

40.2 

-57 

0.8 

2.7 

5.7 

33 

GREAT  ATLANTIC  &  PACIFIC  TEA  (10) 

2335,7 

0 

7788.0 

0 

16,2 

15 

52.1 

1 

0,7 

0.6 

8.3 

15 

HANNAFORD  BROTHERS 

820.1 

6 

2355,7 

7 

22.8 

15 

58.3 

8 

2,8 

2.6 

13.4 

20 

KROGER 

7686.6 

5 

20057,8 

6 

96.5 

33 

295.9 

31 

1.3 

1,0 

NM 

20 

PENN  TRAFFIC  (11) 

773.9** 

-8 

2348.2 

-10 

-11.9 

NM 

-41,1 

NM 

NM 

NM 

NM 

NM 

QUALITY  FOOD  CENTERS 

491.0 

164 

1225.3 

124 

10,1 

71 

25.3 

57 

2.1 

3,2 

10.8 

25 

RUDDICK  (3) 

582.3 

4 

1725.0 

7 

11.9 

3 

35.2 

4 

2.0 

2.1 

12.5 

16 

SAFEWAY 

5371.4 

36 

14698.4 

25 

150.0 

42 

405.6 

32 

2.8 

2.7 

29.1 

26 

SOUTHLAND 

1896.8* 

2 

5326.9 

1 

33.5 

-11 

54.5 

-12 

1.8 

2.0 

NM 

13 
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ORATE  SCOREBOARD 


SALES 


PROFITS 


MARGINS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

SMIL 

% 

$MIL 

% 

$Mll 

% 

SMIL 

% 

% 

% 

931.9 

0 

2635.4 

-12 

^7.6 

NM 

-24.8 

NM 

NM 

NM 

444.7 

5 

1348.5 

4 

19.1 

-2 

56.6 

-4 

4.3 

4.6 

056.2 

2 

9232.0 

2 

47.5 

1 

157.2 

-15 

1.6 

1.6 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
9-30 


12 

PRICE-  MONTHS' 
EARNINGS  EARNINGS 
RATIO  PER 
10-24  SHARE 


KETS  GENERAL  HOLDING  (11) 
[ETS 

;  STORES (6) 


NM 
9.3 
15.2 


NA 
19 
28 


NA 
1.83 
1.37 


L 


_j 

3 

7498.0 

15 

?^504  fi 

18 

6.1 

5.2 

17.8 

19 

3.28 

OIL  &  GAS 

)MPOSITE 

114854.6 

-3 

348514.8 

1 

6727.5 

13 

21260.9 

15 

5.9 

5.0 

17.8 

17 

3.53 

(ESS 

1901.3** 

2 

6196.2 

-7 

22.7 

-77 

68.9 

-87 

1.2 

5.2 

5,7 

31 

2.04 

7929.0 

0 

23669.0 

3 

635,0 

0 

1931.0 

-2 

8.0 

8.0 

17,1 

17 

5.65 

276.7** 

14 

857.4 

28 

30.8 

2 

109.4 

56 

11.1 

12.4 

10.1 

24 

1.78 

329.1 

73 

722.7 

27 

-13.0 

NM 

9.2 

-61 

NM 

5.7 

3.0 

NA 

NA 

i) 

3474.0 

9 

10131.0 

11 

48.0 

17 

156.0 

218 

1.4 

1.3 

9.0 

19 

2.57 

ICHFIELD 

4553.0 

-4 

14184.0 

5 

516.0 

8 

1507.0 

17 

11.3 

10.1 

22.8 

14 

5,75 

N  RESOURCES 

321.0 

-6 

987.0 

10 

60.0 

2 

249,0 

72 

18.7 

17.2 

14.9 

17 

2.86 

8643.0 

-9 

26623.0 

-4 

727.0 

11 

2381.0 

11 

8.4 

6.9 

16.7 

19 

4.35 

2143.0 

-23 

7428.4 

-16 

80.4 

37 

260.9 

26 

3.8 

2.1 

17.3 

12 

5,03 

29133.0*' 

-1 

91275.9 

6 

1820.0 

17 

5960.0 

19 

6.2 
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21.6 

16 

2, 

(A)  BUILDING  MATERIALS 

GROUP  COMPOSITE 

10309.0 

8 

29208.5 

8 

670.2 

-10 

1820.2 

63 

6.5 

7.8 

26.4 

17 

2. 

AMERICAN  STANDARD 

1519,0 

2 

4459,0 

9 

-33,0 

NM 

74.0 

NM 

NM 

3.8 

NM 

NM 

0 

JOHNS  MANVILLE 

438,1 

4 

1245,2 

10 

38,9 

15 

103.5 

-46 

8,9 

8.0 

16.5 

20 

a 

LAFARGE 

612,3 

5 

1333,2 

11 

97.0 

15 

122.8 

37 

15,8 

14.7 

15  4 

13 

2 

MARTIN  MARIEHA  MATERIALS 

271,7 

35 

552,1 

23 

35.3 

32 

75,6 

29 

13,4 

13.6 

17.6 

18 

2 

OWENS  CORNING 

1238,0 

21 

3130.0 

11 

59.0 

-26 

154.0 

NM 

4,8 

7.8 

NM 

8 

4' 

PPG  INDUSTRIES 

1812.0 

1 

5533.0 

1 

171.0 

-11 

555.0 

-6 

9,4 

10.5 

28.5 

15 

RPM  (7) 

415.1 

26 

1120.3 

24 

28.2 

18 

54.0 

13 

5.8 

7.3 

16.3 

19 

1 

SHERWIN-WILLIAMS 

1346.5 

15 

3789.7 

19 

99.2 

12 

215.5 

13 

7.4 

7.5 

17.2 

20 

1 

TECUMSEH  PRODUCTS 

389.0 

-5 

1349,2 

-3 

21.9 

-19 

85.2 

-8 

5.6 

6.7 

10.8 

11 

4 

USG 

757.0 

12 

2153,0 

12 

34.0 

162 

76,0 

NM 

4.5 

1.9 

535.7 

25 

1 

VALSPAR  (2) 

282.7 

14 

724,7 

17 

20.7 

14 

45,7 

19 

7.3 

7.4 

22.2 

22 

1 

VULCAN  MATERIALS 

477.9 

8 

1254.3 

8 

73.3 

18 

158,0 

12 

15.3 

14.0 

21.5 

14 

5 

YORK  INTERNATIONAL 

749.8 

-5 

2434,9 

2 

23.8 

-39 

80.8 

-26 

3.2 

4,9 

15.0 

15 

2 

(B)  CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

4966.5 

3 

13696.3 

4 

206.7 

15 

502.9 

50 

4.2 

3.7 

13.2 

15 

1 

CENTEX (9) 

991.7" 

-1 

2805,0 

3 

36.4 

29 

92.4 

40 

3.7 

2,8 

13.8 

15 

4 

CKftMPION  ENTERPRISES 

455.1 

2 

1290.0 

6 

20.5 

0 

52.6 

-1 

4.5 

4,6 

21.5 

17 

1 

CLAYfON  HOMES  (6) 

262.7 

11 

813.5 

10 

29.7 

16 

95.9 

11 

11.3 

10,8 

16.4 

17 

1 

FLEETWOOD  ENTERPRISES  (8) 

728.5 

-3 

2102.9 

-2 

30.9 

5 

55,9 

15 

4,2 

3,9 

19.3 

13 

2 

KAUFMAN  &  BROAD  HOME  (1) 

458.8 

-3 

1229.4 

-3 

15.2 

14 

30,3 

NM 

3,2 

2,8 

14.1 

17 

1 

LENNAR  (11 

364. 3*- 

15 

935.3 

17 

28.3 

18 

69,7 

17 

7.8 

7.5 

13.2 

15 

2 

M.D.C.  HOLDINGS 

255.5** 

14 

597.7 

4 

7.3 

30 

16,0 

11 

2.7 

2.4 

10.4 

10 

i 

PULTE 

569.9-* 

7 

1577.9 

2 

18.6 

13 

32.5 

-14 

2.8 

2.6 

7.3 

15 

2 

RYLAND  GROUP 

421.6 

5 

1150.7 

1 

6.7 

51 

12.3 

14 

1.6 

1.1 

5.2 

19 

d 

U.  S.  HOME 

337.3'* 

6 

993.8 

12 

13.0 

7 

34.2 

9 

3.9 

3.8 

12.0 

9 

3 
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\\l  omen  of  childhearing  years  need  folic  acid  every 
day.  Because  you  never  know  who'll  be  stopping  by.  Some 

pregnancies  are  planned.  Some  come  as  a  surprise.  That's  why  all  women  need  folic 

acid  in  their  diets  before 
they  become  pregnant,  to 
help  reduce  the  risk  of 
^       *    certain  birth  defects.  The 
I    March  of  Dimes  recom- 
mends getting  .4  milligrams 
of  folic  acid  every  day 
before  and  during  the 
early  weeks  of  pregnancy. 
Folic  acid  can  be  found  in 
some  foods  such  as  cere- 
als, leafy  vegetables,  beans 
and  citrus  fruits.  A  daily 
multivitamin  is  always  a 
very  reliable  source. 


March  of  Dimes 


Think,  ahead  for  a  healthy  haby. 
For  more  information  contact  your  health  care  provider  or  call  the  March  of  Dimes. 


W'illuiDi  Aliksicck  has 
Ik'cij  ail  e/ectroiiics 
li'c/niK  ian  for  J  7  ycaiy 


Hiring  a  person  who  is  deaf-blind  can  be  so  rewarding . . 
some  might  call  it  a  golden  opportunity 

How  would  you  like  to  find  employees  who  c:in  take  on  challenges  that  would  overwhelm  the  avei 
pei^son?  h'm|iloyees  who  will  be  loyal  to  your  company  dedicated  to  their  jobs,  and  rarely  miss  a  d; 
at  work?  If  so,  call  us  at  the  Helen  Keller  National  Center  at  1-800-255-0411,  ext.  270.  We' 
be  hai^py  to  tell  you  about  the  impressive  achievements  of  competent,  qualified  employees  who 
just  happen  to  be  deaf-blind. 

Helen  Keller  National  Center  for  Deaf-Blind  Youths  and  Adults  ' 
1 1 1  Middle  Neck  Road,  Sands  Point,  NY  1 1050 


jimra- 


:?ess 
bn 


Regional  Of  pees: 


Mhuilii 


liosltiii 


('.bn'iii^i) 


Ihlllds 


Ik'iiivr 


Xi'ir  )iirk 


Scdllk 


Kdshiiiglon, 


•Qpeiated  by  Helen  Kellei  Services  lor  the  Blind 
Design  GTFH,  114  Fillh  Avenue,  New  York  NY  UIO1 1 


Share  Helen  Keller's  VIsio 


1 


WE'RE 
WORKING 
FORTHEDAy 

MS  MEANS 
MYSTERY 
SOIVED 


[ay  the  National  Multiple  Sclerosis  Society  brings  that  day  closer  by  funding  vital  research 
ravel  the  secrets  of  MS.  It's  because  of  this  research  that  scientists  are  making  significant 
ss  in  the  search  for  a  cure  and  effective  treatments.  Your  support  will  speed  the  day.  Help 
3ring  new  meaning  to  someone's  life.  For  more  information,  call  1-800-LEARN  MS. 

1^  THE  NATIONAL  MULTIPLE  SCLEROSIS  SOCIETY 

  WH  DON  T  TAKE  MS  LYING  DOWN   


"ICC  nA'i 


According  to  legend,  a  little  child 
liad  a  dream  about  the  best  way  to 
harvest  and  prepare  wild  rice.  That 
should  be  knocked  from  the  stalks 
with  blessed  sticks,  then  parched  in 
the  sun  and  danced  on  to  remove  the  J 
husks.  The  people  did  this  and  they 
made  it  through  the  winter  with 
enough  to  eat.  "Manomin"  was  the 

word  the  child  dreamed,  and  that  big 

m 

came  the  word  for  rice.  "Menomine(  m 
is  the  name  of  the  tribe,  and  it  mean  *j 
"Keepers  of  the  Rice."  These  words 
and  traditions  came  from  the  dream 
of  a  child.  Which  is  just  one  reason  tl  ^j; 
Menomiiiee  have  always  made  it  a  poi 
to  talk  to  their  children.  And  to  listen, 
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Help  save  a  ciiltiiie  that  could  save  ours 
In/  supporting  the  29Auterica}i  Indiau  colleges} 
America)!  hidian  College  Fund,  ' 
mi  Osage  St.,  BIdg.  D,  Suite 205- A,  Denver,  CO  8021 
l-8nn-776-FUND.  \ 

Special  thanks  to  the  US  West  Foundation  for 
underwriting  production  costs  for  this  advertiseme't 


DRATE  SCOREBOARD 


3RD  CHANGt  9  CHANGE         3RD  CHANGE          9  CHANGE  3RD  3RD         EQUITY  PRICE-  MONTHS' 

QUARTER  FROM  MONTHS  FROM  QUARTER  FROM  MONTHS  FROM  QUARTER  QUARTER  12  MONTHS  EARNINGS  EARNINGS 

1997  1996  1997  1996          1997  1996          1997  1996  1997  1996         ENDING  RATIO  PER 

$MIL  %  SMIL.  %           $M1L  %  SMIL  %  %  %            9-30  10-24  SHARE 


URE  TIME  INDUSTRIES  

COMPOSITE  28827.7  7      80642.2         7    2006.0        -6  _  _4461^5     -U       J^O      7_.9  ^  ^  ^ 


i  PLACES 

i/IPOSITE  8260.3  4      23944.5         5      701.0         9      1735.8        2        8.5      8.1      A^J^  _  _       . . 


ERNATIONAL  (6)                    376.0  22  1091.7  22  16.5  1  49.0  1  4.4  5.3  11.6  18  0.87 

RREL  OLD  COUNTRY  STORE  (5)  322.0  14  864.9  20  31.2  74  67.7  45  9.7  6.4  13.8  22  1.41 

TAURANTS(7)                      809  3  0  2426.8  0  24.4  19  -75.9  NM  3.0  2.5  -8.0  NM  -0.57 

on  SERVICES                      340.7  2  896.4  1  18.9  26  19.7  47  5.5  4.5  NM  26  0.57 


;  3006  0  8  8456.2  8  448.9  2  1231.6  6  14.9  15.9  18.8        20  2.34 

EAKHOUSE  289.2  22  848,0  23  20.3  15  56.8  8  7.0  7.5  20.6        18  1.55 

•)  291  6  14  945.8  16  8.8  32  0.3  -98  3.0  2.6  49.2        19  0.26 

I.AL  RESTAURANTS  2300.0  -6  6890.0  -3  79.0  32  252.0  52  3.4  2.5  0,9       NA  NA 

rERNATIONAL  525,5  4  1524.6  8  53,0  16  134,6  18  10,1  9,0        15,3   1_7_  1.29_ 


TAINMENT 

iflPOSITE  5140.1         10      13872.9        11      153.7      -32         96.7     -81        3.0      4.8         0.7      NM  0.13 


;US  ENTERPRISES  (ll)t          316.7  -2  917.4  -5  24.5  235  77.1  -11  7.7  2.3  10.2  21  1.15 

fJTERTAINMENT                    438,2  2  1221,2  1  52,9  25  95,4  -8  12,1  9,9  12,7  23  0,89 

CRTS                                 362,5  9  1052,8  3  54,9  13  160,5  4  15,1  14,7  15,2  24  1,11 

as  &  CASINO  RESORTS          375,2  15  1085,5  69  3,0  -85  -14,2  NM  0,8  6,0  -12,3  NM  -2,17 

3647  4  12  9596,0  11  18,4  -83  -222,1  NM  0,5  3,3  -2,4  NM  -0.74 


&  MOTEL 

VlPOSITE  3990.0         27      12135.0       26      161.0        44       482.0       39        4.0      3.6       12.1       31  1.55 


as"  13'l4~0  39  '3977,0'"  37  94,0  74  255,0  70  7,2  5,7  7,5  33  1,01 
JTERNATIONAL  2676,0         21        8158,0        21        67,0        16        227,0       16        2,5       2,6        22^7___2_9_  2^50_ 


!  LEISURE 

VIPOSITE  11437.4  2      30690.0         1      990.3      -13     2146.9     -12        8.7     10.2       13.8       28  1.48 


iREETINGS  (10)                     484,7  4  1568,4  8  26,1  128  109,7  30  5,4  2,5  13,8  15  2,45 

876,5  15  2726,3  15  -17,1  NM  118.5  -24  NM  5,3  11,1  23  1,47 

IDLE                                   257,4  32  679,5  26  37,0  -4  108,3  12  14,4  19,7  28,2  18  1,88 

)                                      805  4  4  1923,1  11  297,9  11  510,7  13  37,0  34,7  17,9  23  2,10 


30AK                                3773,0  -9  10759,0  -8  232,0  -43  749,0  -33  6,1  9,9  14.9  31  1,94 

[DSGN                                444.2**  15  1315,4  14  41,1  24  130,6  23  9,3  8,6  21,3  26  1,11 

915  5  8  2055,2  8  77,4  10  116,1  15  8,5  8,3  13.5  18  1.64 

529  5  -5  1632,0  -4  -38,7  NM  -22,3  NM  NM  2,1  -2,7  NM  -0,58 


1555.3  4  3221,5  4  223,7  23  94,7  -64  14.4  12,1  12,1  54  0,71 

STORES                              373.3  2  1092,1  -3  -12,4  NM  -51,7  NM  NM  NM  NM  NM  -5,08 

lUSTRIES                             293,4  -2  768,0  -14  21,6  36  47,0  3  7,4  5,3  43,1  14  2,35 

516,4  -9  1538,8  -5  25,7  -25  76,1  NM  5,0  6,0  12,7  25  1.94 

BBEAN  CRUISES                    612.5  67  1410.6  36  75.9  43  160,3  29  12,4  14,5  15,9  17  2,70 


lUFACTURING  

COMPOSITE  50460.6         10    146358.9         9    3703.3        31     9411.8       10        tI      6^2       191       20  2.33 


tAL  MANUFACTURING 

MPOSITE  17214.1  8      51066.9        10    1745.5        55     4081.4       21       10.1       7.1       20.9       21  2.46 


'ICKERS                               494,8  0  1589,5  4  30,1  45  69,4  -11  6,1  4,2  19.1  17  3.26 

315.7  25  940,9  27  19,5  26  53,9  27  6,2  6,1  20,9  21  2,16 

JSTRIES                              324,5  13  955,9  11  23,3  41  68,5  109  7,2  5,8  NM  16  1,35 

1037,8**  14  3014,3  13  112,3  18  331,3  32  10.8  10,5  37,1  25  1,85 


552,4  -6  1555,0  -9  8,2  -30  -7,1  NM  1,5  2,0  5,8  27  0,91 

OS  (6)                                 269,5  5  853,8  5  12,2  -32  29,7  -44  4,5  7,0  11,4  24  1,10 

(ANDS                               1084,5  3  3239,4  4  28,0  -10  67,3  -43  2,6  3,0  4,4  32  1,06 

I.)                                      833,1  1  2450,7  -5  58,7  8  222,5  -33  7,0  5,6  25,0  45  1,57 


ID  INDUSTRIES  (1)  429,0  6  1301,0  3  35,0  3  111,0  10  8,2  8,4  18,6  21  2,17 

OL  WORKS  1315,4  5  3871,5  5  149,1  21  425,8  21  11,3  9,9  21,0  23  2,25 

3NTR0LS(3)  2761,2  11  8384.1  25  93,0  20  165,8  -7  3,4  3.1  14.4  15  3.11 

DUSTRIES  (10)  531.1  7  1610,4  3  27.5  14  81.1  12  5.2  4.9  5.2  42  0.61 


MINING  &  MFG.                   3826.0  6  11357,0  7  927,0  133  1755,0  54  24,2  11,0  33,7  19  5,13 

889,9  17  2320,2  10  84,2  13  199,8  14  9,5  9,8  17,7  22  1.77 

MNIFIN  (6)                           1083,2  13  3245,3  13  78,3  53  248,6  34  7,2  5,3  18,9  18  2.69 

ID                                       583.3  -8  1825.4  5  30,1  -35  110,7  -15  5,2  7,3  12,4  28  0,87 


281,8  31  831,4        21         13,8         38  48,9       22         4,9       4,7        15,0        21  1,77 

OMOTIVE  349,5        205  801,9       185         11,8       126  31,7      131         3,4       4,6  7,8       21  2,05 

RE  251,4        -13  909,2        -9  3,4       -81  66,3      -34         1.4       5.2        49.4        12  2.24 


INE  &  HAND  TOOLS 

iMPOSITE  3942.9  5      11422.9         2      148.7      -26       438.9     -13        3.8      5.3       12.0       26  1.77 


;CKER                                1224.9  3  3422,1  -1  58,4  5  130,2  90  4,8  4,7  13,0  18  2,29 

515,6  10  1485,8  13  41,8  24  111,6  20  8,1  7,1  17,5  23  2,43 

\H6)                                  310,8  13  918,5  9  17,5  15  59,8  4  5,6  5,5  16,2  18  2,81 

ECTRIC                                291,6  8  871,9  5  21,5  9  65,2  16  7,4  7,3  19,4  12  3,35 


JSTRIES  557.4  4         1578.2        -5         14,5         91  32,2       -7         2,6       1,4        12.5        19  5,77 

391.2**       13         1175.7  9         35,5         15        108,3        14         9,1       8.9        16,4        19  2,38 

ORKS  650.5  -3         1970,7        -1       -40,6        NM        -58,4      NM         NM       5.6       -10,0       NM  -0.80 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


MARGINS 


3RD  CHANGE            9  CHANGE         3RD  CHANGE          9  CHANGE  3RD  3RD 

QUARTER  FROM  MONTHS  FROM  QUARTER       FROM  MONTHS  FROM  QUARTER  QUARTER 

1997  1996  1997  1996          1997          1996  1997  1996  1997  1996 

SMIL  %  $MIL,  %           $MIL           %  SMIL  %  %  % 


(C)  SPECIAL  MACHINERY 


GROUP  COMPOSITE 

24749.0 

14 

70459.8 

11 

1678.2 

24 

4478.3 

9 

6.8 

6.2 

19.8 

19  i 

AGCO 

759.5 

29 

2335.8 

44 

44.2 

41 

120.7 

35 

5.8 

6.3 

16.3 

11  1 

APPLIED  MATERIALS  (2) 

1057.2 

-5 

2793.9 

-15 

186.6 

10 

318.3 

-40 

17.7 

15.2 

14.6 

32  E 

CASE 

1444.0*' 

20 

4277.0 

12 

78.0 

26 

280.0 

13 

5.4 

5.2 

17.0 

14  » 

1  A 

L  D  /  Oil  .U 

1  A 

/4 

9/1 

/4 

Q  A 
0.4 

7  7 

35.3 

14  1 

CUMMINS  ENGINE 

1366.0 

8 

4066.0 

4 

54.0 

108 

148.0 

24 

4.0 

2.1 

14.3 

13  ; 

DEERE (2) 

3430.2** 

18 

9347.3 

12 

252.6 

24 

748.8 

16 

7.4 

7.0 

24.0 

16  1 

DOVER 

1  i  bo.  / 

1 5 

10 

101.8 

-30 

305.2 

-2 

8.7 

14.3 

23.7 

2 1  ', 

DRESSER  INDUSTRIES  (2) 

1862.2 

14 

5318.9 

13 

81.5 

19 

208.4 

21 

4.4 

4.2 

18.2 

26 

FLOWSERVE 

281.8 

4 

845.0 

4 

7.1 

-61 

48.7 

-3 

2.5 

6.7 

11.5 

17  1 

FMC 

1059.4 

3 

3186.6 

11 

55.1 

7 

136.9 

4 

5.2 

5.0 

23.1 

18  1 

HARNISCHFEGER  INDUSTRIES  (2) 

792.2 

1 

2307.5 

6 

35.9 

-5 

111.7 

18 

4.5 

4.8 

16.6 

15  ■ 

INGERSOLL-RANO 

1694.0 

6 

5170.8 

4 

97.1 

19 

286.5 

15 

5.7 

5.1 

17.7 

18  $ 

LAM  RESEARCH  (6) 

289.9 

-3 

768.2 

-25 

-12.2 

NM 

-58.9 

NM 

NM 

3.9 

-8.8 

NM  i] 

McDERMOn  INTERNATIONAL  (9) 

920.1 

15 

2580.6 

1 

38.2 

NM 

-54.5 

NM 

4.1 

NM 

-8.5 

NM  '5 

PENTAIR 

482.1 

17 

1315.5 

15 

22.2 

20 

62.1 

19 

4.6 

4.5 

14.7 

19  i 

STEWART  &  STEVENSON  SERVICES  (11) 

345.9 

44 

1065.4 

40 

8.2 

NM 

28.7 

123 

2.4 

NM 

7.3 

21  1 

TIMKEN 

629.9 

8 

1946.5 

9 

37.8 

19 

123.8 

24 

6.0 

5.5 

16.2 

14  { 

TYCO  INTERNATIONAL  (6) 

2570.9 

29 

6076.5 

32 

205.1 

68 

449.8 

52 

8.0 

6.2 

17.7 

28  S 

(D)  TEXTILES 

"  t 

GROUP  COMPOSITE 

4554.6 

5 

13409.2 

7 

130.9 

-9 

413.2 

-22 

2.9 

3.3 

14.9 

19  S 

BURLINGTON  INDUSTRIES  (3) 

523  4 

0 

1514.2 

-3 

14.7 

24 

49.3 

49 

2.8 

2.3 

9.3 

16  V 

COLLINS  &  AIKMAN 

368.0 

38 

1199.6 

45 

-42.0 

NM 

-19.1 

NM 

NM 

2.6 

NA 

NA  i 

DEXTER 

286.9 

6 

852.4 

2 

14.2 

21 

43.1 

16 

5.0 

4.4 

14.8 

17  i! 

FIELDCREST  CANNON 

287.0 

1 

820.5 

1 

5.8 

NM 

14.7 

NM 

2.0 

NM 

5.6 

25  {i 

INTERFACE 

297.4 

8 

826.4 

15 

10.5 

39 

24.8 

43 

3.5 

2.8 

10.9 

19  \ 

MOHAWK  INDUSTRIES 

500.8 

7 

1385.2 

5 

20.9 

41 

48.7 

33 

4.2 

3.2 

15.9 

16  i. 

SHAW  INDUSTRIES 

923.0 

5 

2646.9 

14 

25.3 

5 

61.3 

67 

2.7 

2.7 

8.1 

28  ! 

SPRINGS  INDUSTRIES 

579.2 

3 

1651.2 

-2 

27.4 

21 

53.7 

-31 

4.7 

4.0 

7.9 

15 

UNIFI  (6) 

329.8 

-20 

1200.7 

-2 

27.5 

15 

90.4 

27 

8.3 

5.8 

21.7 

20 

WESTPOINT  STEVENS 

459.0 

11 

1211.9 

10 

26.5 

19 

46.2 

17 

5.8 

5.4 

NM 

20 

16  METALS  &  MINING 

INDUSTRY  COMPOSITE 

23691.1 

8 

70712.0 

7 

1062.7 

46 

3460.6 

39 

4.5 

3.3 

12.5 

17 

(A)  ALUMINUM 

GROUP  COMPOSITE 

7150.7 

2 

21109.7 

0 

242.6 

67 

818.7 

9 

3.4 

2.1 

10.5 

23 

ALUMAX 

717.1 

-11 

2149.8 

-13 

-76.0 

NM 

-13.5 

NM 

NM 

6.5 

0.2 

NM 

ALUMINUM  CO.  OF  AMERICA 

3357.5 

4 

10020.6 

2 

228.1 

233 

594.8 

57 

6.8 

2.1 

16.0 

18 

KAISER  ALUMINUM 

634.1 

15 

1778.6 

8 

17.5 

NM 

33.8 

194 

2.8 

NM 

27.0 

46 

MAXXAM 

726.0 

13 

2046.7 

7 

18.0 

240 

50.6 

81 

2.5 

0.8 

NM 

11 

REYNOLDS  METALS 

1716.0 

-2 

5114.0 

-2 

55.0 

112 

153.0 

49 

3.2 

1.5 

5.3 

34 

(B) STEEL 

GROUP  COMPOSITE 

10984.2 

8 

32514.3 

7 

452.3 

41 

1405.1 

92 

4.1 

3.2 

11.8 

15 

AK  STEEL  HOLDING 

598.6 

7 

1820.0 

7 

37.0 

-7 

110.5 

-4 

6.2 

7.1 

15.2 

9 

ARMCO 

461.3 

7 

1392,9 

6 

29.7 

200 

59.3 

363 

6.4 

2.3 

NM 

12 

BETHLEHEM  STEEL 

1113.4 

-5 

3512.8 

0 

40.6 

269 

239.0 

534 

3.6 

0.9 

-13.1 

NM 

BIRMINGHAM  STEEL  (6) 

287.5 

23 

822.9 

24 

7.2 

14 

9.4 

NM 

2.5 

2.7 

3.2 

33 

COMMERCIAL  METALS  (4) 

612.0** 

6 

1727.4 

0 

12.7 

-3 

29.4 

-16 

2.1 

2.3 

10.9 

13 

INLAND  STEEL  INDUSTRIES 

1285.1 

15 

3813.6 

10 

30.3 

75 

101.6 

49 

2.4 

1.5 

10.6 

11 

LTV 

1135.0 

8 

3299.1 

6 

-51.6 

NM 

2.3 

-97 

NM 

2.8 

2.0 

38 

NATIONAL  STEEL 

788.7 

7 

2371.2 

8 

77.5 

771 

162.3 

NM 

9.8 

1.2 

28.5 

4 

NUCOR 

1101.6 

18 

3147.2 

16 

80.0 

38 

218.0 

32 

7.3 

6.2 

17.3 

16 

ROUGE  INDUSTRIES 

320.7 

0 

1010.1 

2 

7.0 

-48 

26.9 

-16 

2.2 

4.2 

4.2 

19 

TEXAS  INDUSTRIES  (7) 

299.0** 

21 

799.0 

7 

24.7 

24 

62.4 

2 

8.3 

8.0 

16.9 

12 

USX-U.S.  STEEL  GROUP 

1722  0 

7 

5063.0 

6 

116.0 

66 

300.0 

103 

6.7 

4.3 

26.8 

7 

WAITFR  INDUSTRIES  (7) 

399.3 

8 

1138.8 

4 

14.1 

38 

33.4 

NM 

3,5 

2.8 

13.1 

28 

WEiRTON  STEEL 

359.5 

-2 

1072.7 

3 

4.3 

NM 

-20.9 

NM 

1.2 

NM 

-22.3 

NM 

WORTHSNGTON  INDUSTRIES  (7) 

500.4 

16 

1523.5 

18 

22.8 

4 

71.4 

-2 

4.5 

5.1 

13.2 

21 

(C)  OTHF.S  METALS 

GROUP  COMPOSITE 

5556.2 

14 

17088.1 

17 

367.8 

40 

1236.8 

23 

6.6 

5.4 

15.1 

15 

ASARCO 

661.3 

2 

21 17.9 

3 

45.8 

670 

138.3 

21 

6.9 

0.9 

9.4 

8 

COMMONWEALTH  INDUSTRIES 

271.1 

59 

830.6 

67 

1.6 

-66 

7.9 

-13 

0.6 

2.7 

5.8 

14 

CYPRUS  AM*  -'  MINERALS 

860.0 

29 

2589.0 

24 

44.0 

214 

167.0 

29 

5.1 

2.1 

4.0 

23 

ENGELHARD 

836,1** 

4 

2617.1 

11 

38.8 

11 

120.6 

12 

4.6 

4.4 

18.7 

16 

ESSEX  INTERf ONAL 

445,2 

35 

1309.3 

34 

22.0 

90 

64.7 

153 

4.9 

3  5 

28.9 

13 

FREEPORT-McMOftAN  COPPER  &  GOLD 

489,5 

3 

1580.3 

23 

45.6 

-24 

196.5 

42 

9.3 

12.6 

75.6 

22 

GENERAL  CABLE 

306.1 

12 

849.3 

6 

17.3 

14 

37.9 

37 

5.7 

5.6 

45.8 

17 

HARSCOt 

407.0 

3 

1224.0 

6 

27.7 

23 

70.6 

17 

6.8 

5.7 

18.4 

22 

PHELPS  DODGE 

961.7 

13 

3048.4 

8 

104.2 

30 

376.5 

5 

10.8 

9.4 

18.2 

10 

PRECISION  CASTPARTS  !9) 

318.1 

30 

922.4 

62 

20.7 

56 

56.8 

62 

6.5 

5.4 

13.7 

20 
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RaURN  ON 

COMMON  ,  i; 

EQUITY  PRICE-  «NT 

12  MONTHS  EARNINGS  W  ' 

ENDING  RATIO  ' 

9-30  10-24  ; 


VANCED    Data    Solutions    For    Corporate  Challenges 


Are  you  making  the 
;ht  moves  to  achieve 
XY  global  objectives? 


One  s  broad  scnicc'*  p<irtl»)lio  puis  the  company 
)sitic)n  to  become  the  ^ol>al  eomp.tn\  ' 
-IDC.  a  letulmg  prorufcr  of  itifi»t>uili<ni 
technology'  research,  analysis  and  consnlting 


Count  on  Sprint's  global  alliances  to  give  your  company 
unlimited  reach.  We'll  bring  you  the  technical  expertise 
you  need  to  expand  contidenth-  into  new  mailcets,  leveraged 
by  our  worldwide  alliance  with  diobal  One.'  As  the 
world's  largest  provider  of  global  data  services,  we 
can  easily  connect  all  your  voice,  video  ant!  tiata  Plus, 
we  offer  a  full  range  of  services  to  give  you  a  competitive 
edge,  including  high-speed  Internet  links  across  the 
ocean.  And  you  can  access  all  this  through  a  single 
point  of  contact,  to  connect  you  with  success  on 
a  global  scale   www.sprint.com/sprintbiz  1-800-669-4700 


Sprint 


We  help  your  business  do  more  business' 


LOW- COST  PROTECTION 


Sure,  your  life  is  going  to  change. 
But  the  cost  of  your  hfe  insurance 
doesn't  have  to. 


ometimes,  life 
makes  you  rethink 
your  financial  strate- 
gies. Like  the  need 
for   low-cost  insur- 
ance coverage.  With 
Transamerica,  you  choose  the 
term  life  insurance  product*  that 
fits  your  lifestyle  and  budget. 
Then,  lock  in  your  premium  for 
10,  15,  20  or  even  30  years. 
We  can  show  you  how  to  get  the 
life  insurance  coverage  you  need, 
at  a  cost  you  can  afford. 


Make  another 
smart  financial 
move  and  talk  to 
your  Transamerica 
representative. 
Or,  call  us  toll-free 
to  get  a  brochure  on  a  variety  of 
term  insurance  alternatives 
that  may  fit  your 
life  .  .  .  no  matter 
how  it  changes. 
\ou  can  also 
visit  us  oidine  at 
www.transamerica.com. 


Call  1-800-945-8490  ext.  134 


THE    PEOPLE    IN    THE    PYRAMID    ARE    WORKING    FOR  YOU'" 


Transamerica 


LIFE  INSURANCE  ASSET  MANAGEMENT 

"Not  all  products  are  available  in  all  lurisdictions 


LENDING 


LEASING 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3R0 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTER 

EROM 

MONTHS 

FROM 

QUARTER 

EROM 

MONTHS 

EROM 

QUARTER 

QUARTER 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

$MIL 

% 

SMIL. 

% 

$MIL 

% 

$MIL 

% 

% 

% 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
9-30 


PRICE- 
EARNINGS  ( 
RATIO 
10-24 


17  NONBANK  FINANCIAL 


INDUSTRY  COMPOSITE 
(A)  FINANCIAL  SERVICES 


107439.8 


17  308647.3 


14  10912.3 


54  30731.5 


34 


10.1 


7.7 


17.3 


16 


GROUP  COMPOSITE  59204.5 

£.0 

lb/oi.7.o 

1  o 

37 

16412.4 

OA 

1  n  1 
iu.  I 

9.1 

20.8 

17 

ALLEGHANY 

575.9 

7 

1629.2 

5 

30.0 

51 

76.9 

29 

5.2 

3.7 

7,2 

20 

AMERICAN  EXPRESS 

4500.0" 

10 

13086.0 

8 

524.0 

14 

1498.0 

15 

11.6 

11.2 

23.7 

18 

ASSOCIATES  FIRST  CAPITAL 

2118.1 

1 5 

6094.3 

1 7 

270.9 

18 

753.7 

2 1 

12.8 

12.5 

15.4 

24 

BEAR  STEARNS  (6) 

1813.0 

47 

5097.6 

30 

161.6 

49 

490.0 

22 

8.9 

8.8 

22,6 

9 

CAPITAL  ONE  FINANCIAL 

459.9 

16 

1267.5 

26 

49.3 

27 

131.2 

14 

10.7 

9.8 

20,4 

19 

COUNTRYWIDE  CREDIT  INDUSTRIES  (10) 

553.1 

45 

1278.9 

30 

109.7 

76 

248.0 

37 

19.8 

16.4 

17,3 

12 

DONALDSON,  LUFKIN  &  JENRETTE 

1268.5 

65 

33 1 1 . 1 

30 

120.3 

114 

306.9 

4 1 

9.5 

7.3 

22,6 

13 

DUN  &  BRADSTREET 

553.8 

9 

1511.1 

3 

SI  .1 

251 

175.9 

NM 

1 5.8 

4.8 

NM 

33 

EDWARDS  (A.G.)  (10) 

509.8 

25 

1405.6 

13 

59.2 

33 

183.2 

16 

13.6 

12.8 

17,6 

15 

EQUIFAX 

344.1 

14 

999-1 

12 

47.2 

23 

147.0 

39 

13.7 

12.7 

43,2 

23 

FANNIE  MAE 

7003.9** 

1 1 

20538.9 

1 1 

177  3 

13 

2263.0 

1 1 

11.1 

10.9 

23,7 

18 

FEDERAL  HOME  LOAN  MORTGAGE 

3589.0 

14 

10604. 0 

19 

354.0 

13 

1023.0 

9 

9.9 

9.9 

18,7 

20 

FIRST  AMERICAN  FINANCIAL 

501.8** 

22 

1335.1 

14 

20.6 

49 

42.0 

0 

4.1 

3.3 

14,5 

14 

FIRSTPLUS  FINANCIAL  GROUP  (3) 

285.2 

219 

699  7 

301 

49  6 

271 

120  9 

309 

17  4 

15  0 

32  4 

1 3 

FRANKLIN  RESOURCES  (3) 

643.1** 

65 

1742.8 

48 

125.2 

48 

337.8 

40 

19.5 

21.6 

24,9 

30 

GREEN  TREE  FINANCIAL 

468.2 

45 

1239.2 

48 

118.8 

39 

318.7 

40 

25.4 

26.4 

29,2 

16 

HOUSEHOLD  INTERNATIONAL 

1422.7 

15 

4001.7 

7 

187.2 

34 

469.0 

25 

13.2 

11. 3 

14.9 

19 

LEHMAN  BROTHERS  HOLDINGS  (1) 

4469.0 

25 

12274.0 

17 

197.0 

155 

452.0 

50 

4.4 

2.1 

13,8 

12 

MARSH  &  McLENNAN 

1455.8 

47 

4114.3 

33 

140.0 

36 

449.4 

25 

9.5 

10.4 

17,2 

21 

MERRILL  LYNCH 

8146.0 

31 

23608.0 

28 

493.0 

49 

1440.0 

23 

6.1 

5.3 

25,9 

15 

MORGAN  STANlfY,  DEAN  WTTTER,  DISCOVER  ( 1 ) 

7257.0 

31 

20193.0 

21 

678.0 

51 

1776.0 

18 

9.3 

8. 1 

16,2 

14 

PAINEWEBBER  GROUP 

1764.5** 

28 

491 1.9 

16 

1 12.8 

41 

306.7 

12 

5.4 

5.8 

21 ,2 

12 

RAYMOND  JAMES  FINANCIAL  (3) 

272.7** 

41 

702.1 

23 

26.5 

35 

81.7 

53 

9.7 

10.1 

24,9 

11 

SALLIE  MAE 

1034.0 

16 

2900.0 

8 

144.9 

47 

377.5 

24 

14.0 

11.1 

70,8 

17 

SALOMON 

1108.0** 

30 

3220.0 

_3 

206.0 

47 

599.0 

-20 

18.6 

16.4 

16,7 

1 1 

SCHWAB  (CHARLES) 

611.8** 

42 

1678.2 

23 

76.5 

34 

207.2 

19 

12.5 

13.3 

25,9 

36 

TRAVELERS  GROUP 

6475.5 

15 

18376.6 

18 

822.8 

39 

2127.8 

25 

12.7 

10.5 

20,5 

18 

(B)  INSURANCE 

GROUP  COMPOSITE  46293.2 

10 

135015.6 

9 

4678.7 

78 

13606.5 

52 

10.1 

6.2 

14.6 

15 

AFLAC 

1789.6 

1 

5238.6 

0 

95.1 

9 

489.0 

88 

5.4 

5.0 

23,6 

12 

ALLSTATE 

6384.0 

6 

18636.0 

2 

824.0 

182 

2234.0 

51 

12.9 

4.9 

19,8 

13 

AMERICAN  FINANCIAL  GROUP 

1019.1** 

3 

2913.7 

-3 

33.7 

-72 

158.1 

-39 

3.3 

12.3 

9,4 

15 

AMERICAN  GENERAL 

2236.0** 

30 

5503.0 

28 

225.0 

31 

3 12.0 

-41 

10.1 

10.0 

5,7 

33 

AMERICAN  INTERNATIONAL  GROUP 

6980.3** 

6 

20726.9 

9 

840.3 

15 

2447.7 

15 

12.0 

11.2 

14,0 

23 

AMERICAN  NATIONAL  INSURANCE 

428-7 

9 

1291.6 

12 

55.7 

3 

175.8 

23 

13.0 

13.7 

9,3 

10 

BERKLEY  (W.R.) 

355.7 

14 

1021.4 

13 

25.5 

5 

74.8 

15 

7.2 

7.7 

11,1 

14 

CIGNA 

5182.0** 

1 1 

14545.0 

3 

279.0 

-1 

845.0 

13 

5.4 

5.0 

15,3 

1 1 

CINCINNATI  FINANCIAL 

492.0 

8 

1459.9 

8 

77.0 

54 

225.9 

41 

15.7 

10.3 

7,7 

17 

CONSECO 

1483.5 

78 

3943.0 

79 

154.5 

95 

402.1 

108 

10.4 

9.5 

12,5 

18 

EVEREST  REINSURANCE  HOLDINGS 

331.7 

15 

938.3 

15 

38.4 

66 

1 17.2 

47 

1 1.5 

8.1 

12,0 

13 

FREMONT  GENERAL 

267.3 

35 

568.2 

1 1 

28.8 

26 

78. 1 

22 

10.8 

11.5 

14.7 

13 

HARTFORD  FINANCIAL  SERVICES  GROUP 

3306.0 

17 

9566.0 

5 

299.0 

NM 

1077.0 

NM 

9.0 

NM 

23,9 

8 

HARTFORD  LIFE 

1058.0 

4 

3155.0 

-5 

83.0 

388 

219.0 

119 

7.8 

1.7 

7,9 

39 

JEFFERSON-PILOT 

657.4 

28 

1905.2 

19 

87.2 

16 

309.7 

41 

13.3 

14.6 

14.7 

16 

LIBERTY  FINANCIAL 

313.3 

9 

928.0 

12 

32.9 

33 

97.9 

37 

10.5 

8.6 

10.7 

13 

LINCOLN  NATIONAL 

1267.0** 

5 

3593.2 

3 

124.9 

51 

159.9 

-39 

9.9 

6.9 

6.8 

17 

OHIO  CASUALTY 

366.4 

2 

1087.4 

0 

25.3 

-7 

89. 5 

109 

5.9 

7.6 

11.7 

1 1 

OLD  REPUBLIC  INTERNATIONAL 

493.3 

8 

1447.7 

8 

69.2 

12 

222.7 

29 

14.0 

13.5 

14.0 

12 

ORION  CAPITAL 

398.4 

5 

1173.4 

7 

24.5 

1 

79.4 

26 

6.2 

5.4 

15.1 

13 

PROGRESSIVE 

1203,3** 

0^:00.  / 

9Q 

116  2 

45 

294  8 

33 

9  7 

9  0 

20  3 

21 

PROTECTIVE  LIFE 

282.7 

I  I 

812  5 

5 

30.4 

52 

82.7 

29 

10.8 

7,9 

15.2 

15 

SAFECO 

1112.9*' 

1 

3227.4 

6 

121.7 

5 

350.4 

5 

10.9 

11.1 

10.5 

13 

ST  PAUL 

1497.0 

1 

4675.0 

12 

153.4 

42 

586.2 

49 

10.9 

7,8 

17.7 

10 

SUNAMERICA  (3)1 

621.6** 

50 

1655.9 

42 

117.5 

64 

298.7 

42 

18.9 

17,3 

24.1 

22 

TIG  HOLDINGS 

451.0** 

~2 

1310.0 

-5 

40.0 

8 

115.0 

188 

8.9 

8,0 

12.7 

13 

TRANSAMERICA 

1560.9 

-2 

5153.5 

12 

150.0 

32 

518.9 

85 

9.6 

7,2 

18.1 

9 

TRANSATLANTIC  HOLDINGS 

395.4 

7 

1095.0 

15 

48.0 

21 

132.7 

17 

12.1 

10,7 

13.3 

14 

TRAVELERS  PROPERTY  CASUALTY 

2506.7 

2 

7358.9 

27 

326.8 

32 

875.9 

580 

13.0 

10,1 

17.0 

13 

Uf.'J.VI 

1025.0** 

0 

3042.5 

1 

91.5 

108 

294.1 

55 

8.9 

4,3 

15.3 

21 

U-ifi-G 

828.0 

-5 

2545.0 

-2 

48.0 

37 

140.0 

-12 

5.8 

4,0 

13.4 

10 

(c,  w'.f«vss  .8i  i.om 

GROUP  COMPOSITE 

1942.2 

4 

5811.8 

4 

233.4 

280 

712.6 

65 

12.0 

3.3 

14.7 

16 

AHMANSOM  (H.F.) 

911.6*" 

-1 

2825.9 

1 

95.5 

NM 

314.3 

482 

10.5 

NM 

15.0 

17 

CHARTER  ONE  FINANCIAL 

292.0 

8 

843.7 

7 

47.8 

850 

137.6 

62 

15.4 

1,9 

16.8 

17 

GOLDEN  WEST  FINANClAi. 

738.6 

11 

2142.2 

9 

90.0 

-34 

260.7 

-11 

12.2 

20,4 

13,5 

15 

CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 

CHANGE 

9 

CHANGE 

3R0 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

SMIL 

% 

$MIL 

% 

SMIL, 

% 

SMIL, 

% 

% 

RETURN  ON 
COMMON 

EQUITY  PRICE- 

12  MONTHS  EARNINGS 
ENDING  RATIO 
9-30  10-24 


18  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  COMPOSITE 

95673.5 

13 

280045.2 

13 

5094.1 

-A 

18023.5 

33 

5.3 

6.3 

20.8 

33 

(A)  BUSINESS  MACHINES  &  SERVICES 

GROUP  COMPOSITE 

5713.2 

22 

16013.8 

18 

203.8 

-12 

724.4 

10 

3.6 

4.9 

19.3 

26 

COMPUCOM  SYSTEMS 

501,5 

1 

1424.6 

0 

9.5 

91 

22.3 

-3 

1.9 

1.0 

16.9 

17 

DELUXE 

443.0 

— ^ 

/I  Q 

l\ Ivl 

-DO 

N  M 

7.3 

0.9 

NM 

DIEBOLD 

317.8 

17 

885.6 

20 

33.1 

24 

87.5 

27 

10.4 

9.8 

18.9 

27 

HON  INDUSTRIES 

391.3 

53 

970.8 

37 

25.2 

41 

61.0 

30 

6.4 

7.0 

29.4 

19 

MICROAGE  (2) 

1093,5 

29 

2989.5 

20 

6.4 

67 

17.1 

99 

0.6 

0.5 

10.6 

19 

MILLER  (HERMAN)  (7) 

401,5 

1  7 

1  1  7  7  Q 

97  "3 

7 

Do 

A  Q 
O.C5 

4.6 

29.7 

26 

PITNEY  BOWES 

1012.7 

1 

2980.2 

6 

127.8 

10 

378.8 

11 

12.5 

12.3 

25.5 

23 

TECH  DATA  (11) 

1551.8 

46 

4235.5 

44 

21.5 

79 

57.5 

82 

1.4 

1.1 

15.1 

25 

(B)  COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 

62230.2 

10 

183892.5 

9 

3078.2 

6 

10394.6 

47 

4.9 

5.1 

21.1 

25 

APPLE  COMPUTER  (3) 

1614.0 

-30 

4952.0 

-26 

-161.0 

NM 

-925.0 

NM 

NM 

1.1 

NM 

NM 

COMPAQ  COMPUTER 

6474.0 

31 

17261.0 

23 

517.0 

42 

1188.0 

43 

8.0 

7.4 

23.2 

32 

DELL  COMPUTER  (11) 

2814.0 

67 

7814.0 

61 

214.0 

91 

600.0 

127 

7.6 

6.6 

66.5 

46 

DIGITAL  EQUIPMENT  (6) 

2960.3 

2 

9737.8 

-5 

25.1 

NM 

200.0 

NM 

0.8 

NM 

5.5 

40 

EMC 

732.6 

33 

2064.5 

28 

132.6 

47 

372.3 

42 

18.1 

16.4 

22.6 

30 

GATEWAY  2000 

1504.9 

25 

4316.8 

24 

-107.1 

NM 

16.9 

-90 

NM 

5.0 

12.5 

46 

HEWLEH-PACKARD  (2) 

10471.0 

15 

31106.0 

10 

617.0 

45 

2313.0 

19 

5.9 

4.7 

19.4 

23 

INTERNATIONAL  BUSINESS  MACHINES 

18605.0 

3 

54785.0 

4 

1359.0 

6 

4000.0 

17 

7.3 

7.1 

30.2 

16 

IOMEGA 

431.7 

39 

1193.2 

46 

30.0 

135 

79.2 

114 

7.0 

4,1 

23.9 

39 

LEXMARK  INTERNATIONAL  GROUP 

618.3 

1 3 

1 758.0 

4 

41.0 

36 

106.0 

28 

6.6 

5.5 

28.2 

18 

MICRON  ELECTRONICS  (4) 

513.1 

12 

1534.8 

16 

15.0 

-43 

62.5 

123 

2.9 

5.8 

23.9 

17 

NCR 

1563.0 

-6 

4597.0 

-7 

-9.0 

NM 

-29.0 

NM 

NM 

NM 

-1.6 

NM 

QUANTUM  (9) 

1553.5 

38 

4563.5 

30 

103.8 

NM 

288.0 

NM 

6.7 

0.4 

29.9 

14 

SEAGATE  TECHNOLOGY  (6) 

1895.5 

-8 

6374.5 

3 

-240.2 

NM 

75.9 

4 

NM 

6.3 

8.3 

26 

SILICON  GRAPHICS  (6) 

768.0 

0 

2839.7 

17 

-55.5 

NM 

57.4 

NM 

NM 

NM 

2.4 

70 

STORAGE  TECHNOLOGY 

525.2 

8 

1480.8 

4 

54.5 

38 

148.1 

44 

10.4 

8.1 

14.9 

16 

SUN  MICROSYSTEMS  (6) 

2098.6 

13 

5756.3 

18 

108.4 

-12 

569.1 

46 

5.2 

6.6 

26.2 

20 

UNISYS 

1621.4 

-1 

4737.4 

4 

50.9 

258 

112.1 

N  M 

3. 1 

0.9 

45.7 

46 

WESTERN  DIGITAL  (6) 

1090.2 

23 

3266.3 

34 

62.7 

91 

233.2 

174 

5.8 

3.7 

42.6 

10 

XEROX 

4376.0 

5 

12754.0 

4 

320.0 

28 

927.0 

19 

7.3 

6.0 

28.5 

22 

(C)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

27730.2 

21 

80138.9 

22 

1812.1 

-16 

6904.6 

20 

6.5 

9.4 

20.5 

47 

ADAPTEC  (9) 

278,1 

29 

814.6 

33 

62.7 

NM 

169.2 

181 

22.6 

0.6 

25.2 

25 

ASCEND  COMMUNICATIONS 

270,4 

9 

874.8 

45 

40.1 

-11 

-172.0 

NM 

14.8 

18.1 

-14.6 

NM 

AUTOMATIC  DATA  PROCESSING  (6) 

1038.5" 

14 

3244.4 

11 

105.4 

13 

398.1 

11 

10.2 

10.2 

19.8 

28 

BAY  NETWORKS  (6) 

601.3 

15 

1657.1 

5 

41.3 

635 

-76.5 

NM 

6.9 

1.1 

-18.3 

NM 

BDM  INTERNATIONAL 

294,9 

20 

818.3 

13 

6.3 

63 

17.7 

11 

2.2 

1.6 

10.1 

34 

CABLETRON  SYSTEMS  (10) 

371.3 

9 

1114.5 

15 

57.6 

56 

176.7 

104 

15.5 

10.8 

20.1 

19 

CERIOIAN 

411.7 

14 

1230.4 

13 

-93.7 

NM 

-1.4 

NM 

NM 

12.3 

18.0 

62 

CISCO  SYSTEMS  (5) 

1765.1 

37 

5005.3 

52 

151.0 

-45 

867.7 

19 

8.6 

21.4 

24.4 

53 

COMPUSA  (6) 

1191.8 

20 

3613.2 

18 

23.5 

61 

79.1 

61 

2.0 

1.5 

22.7 

32 

COMPUTER  ASSOCIATES  INTERNATIONAL  (9)  1122.0 

13 

3218.0 

11 

272.0 

22 

764.0 

26 

24.2 

22.5 

27.4 

64 

COMPUTER  SCIENCES  (9) 

1578.8 

17 

4602.8 

16 

58.6 

318 

186.9 

154 

3.7 

1.0 

14.0 

24 

ELECTRONIC  DATA  SYSTEMS 

3733.7 

5 

11007.4 

5 

230.2 

-14 

447.2 

182 

6.2 

7.5 

14.7 

24 

FIRST  DATA 

1293.3 

3 

3854.8 

7 

194.0 

16 

301.8 

-27 

15.0 

13.2 

15.0 

27 

GALILEO  INTERNATIONAL 

342.7 

9 

1037.9 

10 

14.9 

-52 

107.8 

5 

4.3 

9.8 

NA 

NA 

INACOM 

1013.3 

32 

2827.2 

30 

7.2 

43 

19.2 

54 

0.7 

0.7 

11.9 

16 

INGRAM  MICRO 

4087.3 

39 

11454.1 

35 

44.3 

64 

124.6 

61 

1.1 

0.9 

16.3 

25 

INTERGRAPH 

282.1 

2 

823.4 

3 

-7.2 

NM 

-49.5 

NM 

NM 

NM 

-20.8 

NM 

MICROSOFT  (6) 

3130.0 

36 

9513.0 

41 

663.0 

8 

2762.0 

59 

21.2 

26.8 

33.2 

51 

ORACLE  (/) 

1368.8 

30 

4689.5 

33 

8.5 

-92 

537.7 

2 

0.6 

10.7 

29.3 

47 

SABRE  GROUP  HOLDINGS 

456.0 

12 

1343.0 

8 

56.0 

24 

181.2 

10 

12.3 

U.l 

29.3 

18 

SAFEGUARD  SCIENTIFICS 

505.3 

-2 

1455.6 

-1 

5.3 

11 

15.4 

9 

1.0 

0.9 

10.7 

49 

3COM  (7) 

1600.9 

28 

3217.5 

28 

-146.8 

NM 

30.0 

-88 

NM 

12.2 

13.0 

55 

VANSTAR  (8) 

680.6 

22 

1756.4 

18 

6.6 

-33 

15.7 

65 

1.0 

1.7 

15.4 

23 

WANG  LABORATORIES  (G) 

312.2 

14 

965,5 

26 

11.4 

NM 

1.9 

-91 

3.7 

NM 

6.2 

68 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

25593.3 

0 

75238.5 

-1 

807.5 

-12 

1908.0 

-38 

3.2 

3.6 

5.9 

44 

(A)  FOREST  PRODUCTS 

GROUP  COMPOSITE 

4544.4 

-2 

13309.5 

0 

2.0 

NM 

201.4 

294 

0.0 

NM 

2.2 

NM 

GEORGIA-PACIFIC 

3373.0 

-2 

9844.0 

0 

86.0 

-13 

203.0 

28 

2.6 

2.9 

5.8 

43 

LOUISIANA-PACIFIC 

619.5 

-8 

1807.4 

-5 

-112.4 

NM 

-80.5 

NM 

NM 

NM 

-6.6 

NM 

RAYONIER 

266.9 

-6 

817.1 

-7 

23.2 

49 

61.4 

-2 

8.7 

5.5 

-0.2 

NM 

UNIVERSAL  FOREST  PRODUCTS 

285.0 

17 

841.0 

24 

5.2 

9 

17.5 

12 

1.8 

2.0 

16.9 

15 

(B)  PAPER 

GROUP  COMPOSITE 

21048.9 

0 

61929.1 

-1 

805.4 

-20 

1706.7 

-44 

3.8 

4.8 

6.6 

41 

BOISE  CASCADE 

1442.3 

6 

4049.0 

5 

-5.2 

NM 

-37.6 

NM 

NM 

NM 

-5.6 

NM 

BOWATER 

378.6 

-11 

1083.5 

-20 

16.8 

-41 

23.6 

-87 

4.4 

6.7 

3.5 

52 

CHAMPION  INTERNATIONAL 

1478.4 

1 

4252.6 

-4 

20.2 

-37 

-28.3 

NM 

1.4 

2.2 

-0.5 

NM 
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inolta  beats  all 

her  copiers  to  the  finish! 


A  three 
hole  punch 
here. 


hole  punch 
there. 


A  staple 
here. 


A  staple 
there. 


Two  staples 
here. 


50-sheet 


— sets  sorted,— 
—stapled  and-^ 
^^le  punchecT 
there. 


Only  from  the  mind  of  Minolta 

comes  a  line  of  copiers  you'll  call  the  Do-lt-AII. 
Presenting  the  new  Unlimited  Edition  CS/Pro 
high  volume  office  copiers. 

For  years,  Minolta  has  been  helping  you 

with  great  copiers.  Now  we'll  help  you  turn  out 

a  finished  product  any  way  you  wish 

with  finishing  technology  no  one  can  duplicate. 

Prepare  presentations  in  any  format. 

Generate  reports  hole-punched,  stapled, 

sorted  and  stacked  in  unlimited  quantities. 

This  is  the  start  of  a  new  era  of 
copier  breakthroughs  from  the  mind  of  Minolta. 
And  we're  just  getting  started  finishing  off 
the  competition.  To  learn  how  you  can  finally 
Do-lt-AII,  contact  Minolta  today 

1  -800-9-MINOLTA  www.MinoltaUSA.com 


Copiers 
Cameras 
Faxes 
Digital  Systems 
Document  Imaging 
Laser  Printers 

Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 


^/llMnlTA 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


CHANGE 


CHANGE 


3RD 


3RD 


RETURN  ON 
COMMON 
EQUITY 


PRICE- 


QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGSI 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

ENDING 

RATIO  1 

$Mll 

$MIL 

% 

$MIL 

% 

$MIL 

% 

% 

% 

9-30 

10-M  1 

CONSOLIDATED  PAPERS 

396.8 

4 

1 169.6 

-1 

23.8 

-41 

■  82.2 

-42 

6.0 

10.6 

9.2 

20  1 

FORT  JAMES 

1825.4 

-5 

5497.5 

-7 

68.7 

-40 

315.6 

38 

3.8 

5.9 

58.8 

26  1 

INTERNATIONAL  PAPER 

5100.0 

0 

15000.0 

0 

102.0 

-8 

-283.0 

NM 

2.0 

2.2 

-3.3 

NM  1 

KIMBERLY-CLARK 

3095.3 

-6 

9457.2 

-4 

316.0 

-16 

1031.0 

-2 

10.2 

11.5 

29.8 

22  1 

MEAD 

1375.6 

12 

3833.5 

8 

50.3 

-20 

118.3 

-25 

3.7 

5.1 

6.4 

25  1 

POTLATCH 

395.4 

-1 

1189.1 

1 

14.1 

-28 

30.4 

-29 

3.6 

4.9 

5.2 

30  1 

UNION  CAMP 

1126.9 

11 

3289.6 

12 

27.6 

92 

47.8 

-47 

2.4 

1.4 

2.1 

NM  1 

WESTVACO  (2) 

738.2 

-3 

2199.2 

-3 

37.5 

-14 

111.0 

-29 

5.1 

5.8 

7.4 

22  1 

WEYERHAEUSER 

2823.0 

-1 

8340.0 

0 

114.0 

-5 

244.0 

-33 

4.0 

4.2 

7.5 

30  1 

WILLAMETTE  INDUSTRIES 

872.8 

1 

2568.2 

-1 

20.7 

-52 

51.8 

-69 

2.4 

5.0 

4.0 

50  1 

20  PUBLISHING  &  BROADCASTING  ] 

INDUSTRY  COMPOSITE 

12788.9 

17 

36567.5 

16 

449.8 

19 

1677.8 

100 

3.5 

3.4 

7.3 

40  1 

BELO  (A.H.) 

319.1 

58 

883.6 

47 

15.0 

-21 

58.9 

3 

4.7 

9.4 

5.9 

27  1 

DOW  JONES 

636.3 

7 

1883.0 

4 

26.9 

-34 

87.2 

-33 

4.2 

6.8 

8.9 

32  1 

GANNEH 

1146.1 

5 

3410.7 

6 

152.5 

37 

482.3 

44 

13.3 

10.2 

24.3 

20  1 

HOUGHTON  MIFFLIN 

399.1 

12 

670.2 

12 

83.1 

9 

67.0 

6 

20.8 

21.3 

18.7 

23  1 

K-lll  COMMUNICATIONS 

368.9 

7 

1090.0 

10 

-147.7 

MM 

-156.5 

NM 

NM 

NM 

NM 

NM  1 

KNIGHT-RIDDER 

755,4 

30 

2079.7 

18 

74.0 

86 

310.8 

198 

9.8 

6.8 

21.9 

12  1 

McGRAW-HILL 

1143.7 

21 

2633.3 

17 

143.5 

25 

223.6 

19 

12.5 

12.1 

39.0 

13  1 

NEW  YORK  TIMES 

683,6 

8 

2098.0 

10 

46.2 

NM 

183.0 

475 

5.8 

NM 

14.5 

23  1 

READER'S  DIGEST  ASSOCIATION  (6) 

561,4 

-13 

1881.8 

-10 

-56.4 

NM 

-41.6 

NM 

NM 

5.4 

13.0 

70  1 

SCRIPPS  (E.W.) 

286.2 

8 

882.4 

11 

38.6 

63 

107.2 

48 

13.5 

8.9 

16.4 

20  1 

TIME  WARNER 

3231.0 

50 

9458.0 

49 

-28.0 

NM 

54.0 

NM 

NM 

NM 

-2.1 

NM  1 

TIMES  MIRROR 

814.5 

-8 

2400.2 

-5 

66.9 

20 

178.1 

39 

8.2 

6.3 

27.1 

24  1 

TRIBUNE 

695.3 

12 

2008.9 

12 

104.8 

58 

280.2 

39 

15.1 

10.7 

23.9 

20  1 

US  WEST  MEDIA  GROUP 

1270.0 

9 

3754.0 

11 

-141.0 

NM 

-347.0 

NM 

NM 

NM 

-6.4 

NM  1 

WASHINGTON  POST 

478.4 

4 

1433.9 

6 

71.6 

29 

190.6 

23 

15.0 

12.0 

19.2 

19  1 

21  SERVICE  INDUSTRIES 


INDUSTRY  COMPOSITE 

50858.5 

26 

142014.6 

22 

1749.7 

56 

4091.9 

14 

3.4 

2.8 

10.8 

33  1 

(A)  CONSTRUCTION  &  ENGINEERING 

GROUP  COMPOSITE 

6119.8 

32 

17375.7 

31 

78.1 

9 

124.6 

-56 

1.3 

1.5 

7.0 

36  1 

APOGEE  ENTERPRISES  (10) 

253.1 

0 

738.1 

6 

9.7 

21 

22.1 

34 

3.8 

3,2 

15.3 

23  1 

EG&G 

358.4 

1 

1074.0 

2 

13,9 

-2 

10.1 

-75 

3.9 

4.0 

7.5 

41  1 

FLUOR  (2) 

3575.9 

36 

10295.8 

34 

66,2 

-3 

58.1 

-69 

1.8 

2.5 

8.2 

31  1 

FOSTER  WHEELER 

1030.0 

7 

3025.7 

9 

-29,3 

NM 

-12.8 

NM 

NM 

2.5 

-0.4 

NM  1 

MORRISON  KNUDSEN  (1) 

434.3** 

344 

1238.0 

411 

8,2 

NM 

22.7 

NM 

1.9 

NM 

8.5 

23 

STONE  &  WEBSTER 

358.2 

30 

1004.0 

17 

9,4 

NM 

24.4 

NM 

2.5 

NM 

9.0 

22 

(B)  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

25489.5 

37 

69898.9 

28 

576.5 

11 

1248.6 

-25 

2.3 

2.8 

7.2 

39 

AIRGAS  (9) 

350.4 

29 

1000.6 

27 

21,7 

92 

23.7 

-29 

6.0 

4.1 

9.3 

33 

ALLEGIANCE 

1083.3 

-1 

3214.2 

-2 

23.0 

22 

66.0 

44 

2.1 

1.7 

-56.0 

NM 

APPLIED  INDUSTRIAL  TECHNOLOGIES  (6 

344.7 

22 

947.7 

8 

4.5 

-17 

20.2 

6 

1.3 

1.9 

12.5 

22 

ARROW  ELECTRONICS 

1949.4 

22 

5553.5 

15 

9.3 

-79 

111.4 

-28 

0.5 

2.7 

11.8 

19 

AVNET  (6) 

1398.8 

9 

4175.9 

4 

42.1 

-1 

136.9 

-2 

3.0 

3.3 

12.0 

14 

BOISE  CASCADE  OFFICE  PRODUCTS 

679.9 

34 

1878.2 

31 

12.5 

7 

39.2 

-4 

1.8 

2.3 

12.3 

24 

BT  OFFICE  PRODUCTS  INTERNATIONAL 

393.2 

11 

1185.4 

14 

2.5 

-2 

11.9 

12 

0.7 

0.7 

6.0 

22 

CELLSTAR  ( 1 ) 

442.1 

98 

1075.3 

65 

16.2 

NM 

36.4 

NM 

3,7 

NM 

31.0 

25 

CRANE 

534.8 

11 

1520.9 

10 

31.4 

17 

83.3 

24 

5,9 

5.5 

21.8 

18 

ENRON 

5806.0 

80 

14401.0 

56 

134.0 

9 

-64.0 

NM 

2,3 

3.8 

1.6 

NM 

GENUINE  PARTS 

1555.8 

5 

4523.9 

5 

83.7 

3 

244.0 

3 

5.4 

5.5 

18.8 

17 

GRAINGER  (W.W.) 

1066.9 

18 

3103.7 

18 

56.5 

8 

168.5 

11 

5.3 

5.8 

17.6 

21 

HUGHES  SUPPLY  (11) 

461.4 

17 

1248.2 

19 

12.3 

34 

27.5 

39 

2.7 

2.3 

12.3 

16 

KAMAN 

270.0** 

18 

772.4 

8 

7.1 

22 

9.4 

-43 

2.6 

2.5 

7.4 

26 

MARSHALL  INDUSTRIES  (7) 

324.4 

20 

953.4 

11 

9.3 

5 

30.8 

-7 

2.9 

3.3 

11.0 

15 

NATIONAL-OILWELL 

265.0 

32 

705.7 

26 

9.4 

38 

30.2 

131 

3.6 

3.4 

15.3 

91 

NGC 

3657.5 

145 

9513.9 

123 

25.0 

17 

61.8 

-5 

0.7 

1.4 

10.1 

31 

PHYSICIAN  SALES  &  SERVICE  (9) 

253.1 

33 

664.1 

32 

4.0 

-2 

5.8 

-33 

1.6 

2.2 

4.8 

95 

PIONEER-STANDARO  ELECTRONICS  (9) 

431.3 

21 

1219.0 

9 

7.5 

65 

21.7 

18 

1.7 

1.3 

12.4 

15 

RELIANCE  STEEL  &  ALUMINUM 

254.2 

55 

599.7 

47 

8,4 

21 

23.7 

5 

3.3 

4.5 

14.8 

14 

REXEL 

361.7 

22 

1028.6 

20 

9.0 

20 

24.9 

20 

2.5 

2.5 

14.9 

18 

RYERSON  TULL 

715.8 

21 

2106.5 

15 

11.4 

0 

47.0 

-11 

1.6 

1.9 

14.4 

10 

UNISOURCE  WORLDWIDE  (3) 

1899.9 

5 

5379.8 

1 

15,5 

39 

38.5 

18 

0.8 

0.6 

5.2 

20 

UNITED  STATIONERS 

550.9 

13 

1895.0 

12 

11.9 

35 

31.7 

43 

1.8 

1.5 

44.4 

15 

VWR  SCIENFiFIC  PRODUCTS 

329.1 

14 

930.4 

10 

8.4 

112 

18.0 

97 

2,5 

1.4 

7.9 

33 

(C)  POLLUT     '  CONTROL 

GROUP  COMPl  .!?E 

3754.0 

-3 

11164.6 

0 

271.0 

NM 

742.4 

59 

7.2 

NM 

9.7 

32 

BROWNING-FERRIb  INOUSTRIES  (3) 

1402.9 

-7 

4287.8 

-1 

98.9 

NM 

211.8 

NM 

7,1 

NM 

10.9 

25 

WASTE  MANAGEMENT 

2351.2 

-1 

5876.8 

0 

172.1 

-28 

530.5 

-17 

7,3 

10.1 

8.9 

37 
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IF 

lAIMACING 


lOUSANDS 
F  RCs  HAS 
>U  BEHIND 


mi 

BEHI 
THi; 

ND 

your  mainframe-based  enterprise  has  expanded  to  include  thousands  of  PCs  and  serxers,  while 
•  internal  resources  haven't,  call  Vanstar,  the  distributed  computing  experts.  yVanstar  offers  the 
/ork  management  anci  life  cycle  services  you  need  to  manage  grow  th:  consulting  and  design, 
^ork  planning,  integration,  procurement,  financing,  installation,  and  deskside  support.  Everything 
need  to  break  free  of  your  internal  constraints.  yWith  Vanstar,  vou  choose  as  much,  or  as  little, 
ur  expertise  as  you  need  to  master  your  distributed  computing  environment.  That  tlexibility  is  why 
dreds  of  Fortune  1000  companies  have  selected  Vanstar.  V  To  learn  A 
you  can  stay  ahead,  please  visit  us  at  www.vanstar.com/8ball  or  call 
t  1-800-994-2345.  We'll  help  you  make  a  clean  break 

r 


www.vanstar.com 


iirparatton.  All  trademarks  are  the  prnpern  of  Their  respective  o 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


4. 

3RD  CHANGE  9  CHANGE 

QUARTER  FROM  MONTHS  FROM 

1997  1996  1997  1996 

$MIL  %  $MIL,  % 


lr\\  DDIUTIU/*'    O  AnUETOTlOU^ 

(D)  KnINTINU  &  APVtKTIsiNG 

4485.5 

9 

12908.8 

9 

192.0 

1  ? 

1  ft  7 

OA 

ADVO  (3) 

260.6 

3 

761.4 

4 

8.6 

22 

20.6 

381 

3.3 

2.8 

NM 

20 

BANTA 

298.3 

13 

849.9 

7 

5.6 

-63 

28.2 

-22 

1.9 

5.8 

10.7 

IC" 

BIG  FLOWER  PRESS  HOLDINGS 

341.6 

9 

955.9 

13 

6.1 

100 

12.1 

939 

1.8 

1.0 

7.9 

5y 

1557  3 

—c. 

/  . D 

o 
— o 

c 
D 

1  9 

IN  IVI 

A  Q 

14.2 

INTERPUBLIC  GROUP 

723.5** 

27 

2133.0 

22 

35.3 

28 

147.1 

15 

4.9 

4.8 

24.6 

26 

OMNICOM  GROUP 

746.8 

18 

2229.8 

18 

41.5 

29 

148.0 

27 

5.6 

5.1 

24.7 

28 

WORLD  COLOR  PRESS 

557.3 

14 

1441.3 

24 

22.9 

19 

36.4 

16 

4.1 

3.9 

12.2 

17 

(E)  OTHER  SERVICES 

GROUP  COMPOSITE 

11009.6 

21 

30666.5 

22 

632.0 

53 

1444.8 

29 

5.7 

4.6 

14.6 

32 

1  9 

OA 

1  Q  9 

9  ^ 

9  A 

2. 1 

13.1 

24 

ACCUSTAFF 

592.0 

50 

1612.6 

59 

28.5 

68 

73.5 

1 14 

4.8 

4.3 

8.8 

4? 

ACNIELSEN 

346.9 

0 

1028.0 

4 

13.7 

-37 

19.9 

352 

4.0 

6.3 

6.7 

45 

ADMINISTAFF 

302.6 

31 

839.6 

32 

2.9 

201 

3.9 

527 

1.0 

0,4 

9.7 

49 

RnRn.WARNPR  ^FrilRITV 
DunU'VVHnnLn  ocuunii  i 

oyu.o 

1  n 

1  1  R 1  ft 

i  I  0  I  .o 

A  7 

A  7 

1  9  Q 

OD 

1  9 

r\  7 

34.3 

24 

CASEY'S  GENERAL  STORES  (8) 

322.0* 

12 

860.2 

15 

10.5 

19 

19.8 

5 

3.3 

3,1 

11.9 

23 

CDI 

383.1 

8 

1121.7 

10 

13.8 

7 

36.4 

13 

3.6 

3.6 

21.8 

17 

CORESTAFF 

268.5 

64 

726.8 

81 

8.5 

51 

21.7 

75 

3.2 

3.5 

10.5 

34 

cue  INTERNATIONAL  (11) 

672,7 

21 

1971.6 

22 

92.3 

128 

252.3 

59 

13.7 

7.3 

15.7 

53 

HFS 

649.9** 

59 

1749.5 

69 

157.4 

85 

142.1 

-25 

24.2 

20.7 

6.6 

62 

MANPOWER 

2420.4 

17 

6461.1 

18 

52.7 

1 

120.2 

5 

2.2 

2.5 

28.0 

20 

NORRELL  (2) 

332.7 

30 

931.9 

27 

9.2 

39 

24.9 

38 

2.8 

2.6 

25.1 

23 

OLSTEN 

1063.3** 

21 

3028.5 

24 

25.3 

NM 

69.8 

83 

2.4 

NM 

10.6 

17 

PITTSTON  BRINK'S  GROUP 

280.1 

21 

800.2 

20 

19.4 

22 

52.4 

26 

6.9 

6.8 

19.6 

20 

ROBERT  HALF  INTERNATIONAL 

339.8 

46 

934.4 

46 

24.6 

54 

66.8 

54 

7.3 

6.8 

23.3 

45 

SERVICE  CORP  INTERNATIONAL 

584  8 

7 

1824.4 

8 

72.7 

27 

282.7 

48 

12.4 

10.5 

13.9 

SERVICEMASTER 

1090.1 

18 

2918.0 

13 

75.8 

10 

198.3 

10 

7.0 

7.4 

60.6 

20 

VOLT  INFORMATION  SCIENCES  (2) 

366.6 

42 

1001.1 

36 

9.3 

94 

21.4 

78 

2.5 

1.8 

20.4 

31 

WACKENHUT 

294.9 

25 

810.6 

21 

3.3 

10 

7.8 

33 

1.1 

1.3 

7.1 

29 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

68358.3 

8 

198761.2 

8 

4966.7 

-25 

15792.9 

-18 

7.3 

10.5 

15.4 

30 

— 

(A)  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

34469.2 

10 

99426.6 

10 

1074.8 

-58 

5297.0 

-24 

3.1 

8.1 

8.6 

69 

ADC  TELECOMMUNICATIONS  (2) 

293,3 

35 

829.3 

45 

32.8 

41 

72.0 

21 

11.2 

10.7 

14.4 

42 

AIRTOUCH  COMMUNICATIONSt 

916.0 

52 

2653.0 

73 

141.0 

139 

337.0 

96 

15.4 

9.8 

7.4 

64 

AT&T 

13380.0 

1 

39601.0 

2 

1153.0 

-15 

3234.0 

-26 

8.6 

10.3 

21.0 

18 

DSC  COMMUNICATIONS 

401.3 

23 

1130.4 

14 

28.3 

NM 

86,4 

NM 

7.0 

NM 

8.4 

30 

EXCEL  COMMUNICATIONS 

325.3 

-11 

987.3 

-1 

33.3 

-19 

105,4 

-7 

10.2 

11.2 

43.3 

20 

LCI  INTERNATIONAL 

364.9 

26 

1017.9 

26 

22.6 

13 

64.5 

22 

6.2 

6.9 

17.9 

28 

LUCENT  TECHNOLOGIES  (3) 

6933.0 

17 

18422.0 

16 

-597.0 

NM 

-318.0 

NM 

NM 

4.3 

14.1 

97 

MCI  COMMUNICATIONS 

4819.0 

3 

14545.0 

6 

-182.0 

NM 

393.0 

-56 

NM 

6.5 

6.1 

37 

SCIENTIFIC-ATUNTA  (6) 

294.5 

13 

918.9 

14 

16.5 

53 

52.6 

620 

5.6 

4.1 

12.5 

SPRINT 

3791.6 

8 

11059.2 

7 

211.7 

-33 

757.6 

-20 

5.6 

9.0 

11.3 

24 

TELEPHONE  &  DATA  SYSTEMSt 

392.2 

27 

1070.4 

24 

9.0 

-60 

25.5 

-78 

2.3 

7.3 

1.8 

74 

TELLABS 

309.4 

32 

849.2 

42 

64.3 

39 

186.2 

218 

20.8 

19.7 

28.0 

38 

360  COMMUNICATIONSt 

347.5 

23 

994.6 

25 

28.9 

26 

60.1 

11 

8.3 

8.1 

13.1 

4  2 

WORLDCOM 

1901.2 

66 

5348.5 

65 

112.4 

3 

240.7 

NM 

5.9 

9.6 

-14.6 

NM 

(B)  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

33889.1 

6 

99334.5 

6 

3892.0 

-5 

10495.9 

-14 

11.5 

12.8 

23.9 

19 

•2 

MADriftic  RETURN  ON 
MARGINS  ggi^i^Q^ 


3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1997 

1996 

1997 

1996 

1997 

1996 

SMIL, 

% 

SMIL, 

% 

% 

% 

EQUITY  PRICE- 

12  MONTHS  EARNING' 

ENDING  RATIO 

9-30  10-24 


ALLTEL 

813,7 

1 

2414.9 

1 

122.1 

548 

397.7 

104 

15.0 

2.3 

21,8 

14 

AMERITECH 

4006,0 

8 

11851.0 

7 

613.0 

18 

1686.0 

8 

15.3 

13.9 

28.2 

16 

BELL  ATLANTIC 

7373,9 

0 

22498.2 

3 

-80.1 

NM 

1514.9 

-37 

NM 

11,8 

16.5 

27 

BELLSOUTH 

5193,0 

8 

15033.0 

7 

1185.0 

88 

2532.0 

14 

22.8 

13,1 

21.4 

15 

CINCINNATI  BELL 

433,2 

7 

1295.8 

14 

51.8 

10 

163.2 

22 

12.0 

11.6 

29.4 

18 

FRONTIER 

601.6 

-10 

1759.7 

-12 

40.1 

-46 

69.0 

-67 

6.7 

11.0 

7.8 

50 

GTE 

5940.0 

11 

16913.0 

9 

756.0 

0 

2092.0 

4 

12.7 

14,1 

39.1 

15 

SBC  COMMUNICATIONS 

6345.0 

7 

18272.0 

6 

816.0 

-6 

886.0 

-64 

12.9 

14.6 

15,8 

35 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

509.7*' 

4 

1494  0 

3 

49.1 

7 

145.2 

-2 

9.6 

9.4 

36.8 

16 

US  WEST  COMMUNICATIONS  GROUP 

2673,0 

6 

7803.0 

4 

339.0 

19 

1010.0 

12 

12.7 

11.4 

31.7 

23  TRANSPORTATION 

INDUSTRY  COMPOSITE 

50375.5 

12 

143266.4 

11 

3565.0 

34 

8095.1 

33 

7.1 

5.9 

17.6 

16  f 

(A)  AIRLINES 

10  1 

GROUP  COMPOSITE 

21757.1 

5 

62687.2 

6 

1901.0 

51 

4153.8 

55 

8.7 

6.1 

34.5 

ALASKA  GROUP 

501.2 

8 

1316.6 

7 

42.2 

29 

57.3 

31 

8.4 

7,1 

15.4 

10 

AMERICA  V.TST  HOLDINGS 

462.1 

9 

1402.1 

8 

17.9 

NM 

54,9 

NM 

3.9 

NM 

10.1 

10 

AMR 

4798.0 

5 

13934.0 

4 

323.0 

15 

777,0 

6 

6,7 

6  2 

19.1 

9  1 

CONTINENTAL  AIRLINES 

1890.0 

13 

5374.0 

12 

114.0 

396 

316,0 

14 

6,0 

1,4 

51.4 

8  ' 

DELTA  AIR  LIN  S  (6) 

3552,0 

4 

10513.0 

8 

254.0 

7 

745,0 

501 

7.2 

6,9 

28.6 

9  1 

NORTHWEST  A^UNES 

2801.4 

2 

7734.5 

3 

290.3 

14 

491,1 

-4 

10.4 

9.3 

NM 

10 
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Your 
Sodal  Security 
or  pension 
may  only  give 

you  40%  of 
your  retirement 
income. 


Will  your  IRA 

provide 
the  other  60%? 

te  frankly,  it  has  to  if  you  want  to  retire  comfortably.  INVESCO  IRA  clients  are  well  aware 
he  major  role  their  IRA  has  to  play  in  their  retirement  plan.  That's  why  they  depend  on  us 
>  help  them  get  the  most  out  of  their  money.  After  all,  for  over  65  years,  we've  provided 
ement  sei-vices  to  thousands  of  people  and  investment  advisors,  as  well  as  4()I(k)  expertise 
to  leading  companies.  Call  INVESCO  today  and  let  us  help  you  choose  the  (options  that 
might  be  best  for  you  —  and  put  the  percentages  in  your  favor. 

11  INVESCO  at  1-800-220-6792,  ext.  121. 

Ask  lis  about  the  II\'\'ESCO  Growth  Fund,  which  seeks  capital  ap]veciation  —  //  could  be 
the  right  fund  for  your  IRA.  We'll  send  you  a  prospectus  con1aiui}ig  information  on 
managemeiU  fees,  risks  and  expenses.  Please  read  it  carefully  before  you  int  'est. 


O  INVESCO  FUNDS 


Your  retirement  partner. 


J6  Social  Seciiritv  Administration  Study.  Please  cuiisult  a  ta.x  advisor  for  specific  questions  about  your  indifidual  ta.x  circumstances. 
©  INVESCO  1997     INVESCO  Distributors.  Inc..  Distributor  (formerly  im'ESCO  Eunds  Group,  luc  .  Distributor) 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 
QUARTER 
1997 
$MIL 


CHANGE  9 

FROM  MONTHS 

1996  1997 

%  $  Mil 


CHANGE 
FROM 
1996 

% 


3RD  CHANGE  9  CHANGE 

QUARTER  FROM  MONTHS  FROM 

1997  1996  1997  1996 

$MIL  %  $MIL.  % 


RETURN  ON 
COMMON 

3RD        3RD         EQUITY  PRICI 

QUARTER  QUARTER    12  MONTHS  EARNIf 

1997       1996        ENDING  RATIi 

%          %           9-30  10-2 


SOUTHWEST  AIRLINES 

997.2 

12 

2841.2 

10 

92.5 

52 

237.2 

32 

9.3 

5.8 

14.8 

19 

UAL 

4640.0 

3 

13143.0 

6 

580.0 

57 

930.0 

60 

12.5 

7.7 

52.4 

11 

lie  AIDUIAVC  rOmiD 

Uo  AlKWATo  bKUUr 

21 15.2 

2 

6428.9 

5 

187.0 

175 

545.3 

131 

8.8 

3.3 

NM 

7 

(B)  RAItROADS 

GROUP  COMPOSITE 

9221.0 

13 

27312.1 

12 

950.3 

-1 

2435.5 

0 

10.3 

11.7 

13.0 

18 

BURLINGTON  NORTHERN  SANTA  FE 

2146.0 

6255  0 

3 

283  0 

1 5 

658  0 

i  -J. 

1  9  1 

i  / 

CSX 

2649.0 

0 

7894  0 

] 

206  0 

-1 

584  0 

„3 

7  ft 

i  D.O 

KANSAS  CITY  SOUTHERN  INDUSTRIESt 

273.6** 

25 

764.0 

22 

41  8 

-45 

102  1 

-14 

15  3 

1  R  9 

NORFOLK  SOUTHERN 

1327^4** 

3 

3881.1 

3 

179^5 

-11 

497.4 

-13 

13.5 

15.7 

13.2 

18 

UNION  PACIFIC 

2825.0 

42 

8518.0 

43 

240.0 

14 

584.0 

16 

8.5 

10.5 

9.7 

20 

GROUP  COMPOSITE 

14157.8 

27 

37978.6 

20 

569.5 

57 

1273.1 

47 

4.0 

3.3 

12.7 

AIRBORNE  FREIGHT 

788.6 

29 

2156.9 

18 

46.6 

890 

89.3 

434 

5.9 

0.8 

21.1 

14 

AVIS  RENT  A  CAR 

580.0 

9 

1525.7 

8 

13.9 

-35 

27.0 

-28 

2.4 

4.0 

33.5 

27 

RiinRFT  r;Rniip 

Hoc  .t 

J  /  D 

D.U 

4.6 

10.6 

25 

CNF  TRANSPORTATION 

1127.4 

20 

3072.6 

15 

39.6 

70 

91.5 

51 

3.5 

2.5 

18.9 

22 

FEDERAL  EXPRESS  (7) 

3297.2 

22 

9272.3 

16 

143.3 

131 

338.8 

66 

4.3 

2.3 

14.3 

18 

FRITZ  (7) 

326.7 

21 

906.5 

17 

3.8 

-51 

-12.9 

NM 

1.2 

2.9 

-1,6 

NM 

GATX 

430.9** 

17 

1260.2 

25 

28.0 

-16 

89.4 

7 

5.5 

9.1 

11,9 

15 

HERTZ 

1100.0 

4 

2960.0 

7 

93,4 

26 

167,1 

36 

8.5 

7.0 

19.7 

NA 

HUB  GROUP 

273.5 

15 

792,8 

60 

2.6 

21 

6.8 

45 

0.9 

0.9 

18.2 

20 

NEWPORT  NEWS  SHIPBUILDING 

423.0 

-19 

1276,0 

-11 

1.0 

-93 

28.0 

-46 

0.2 

2.9 

11.7 

NA 

PinSTON  BURLINGTON  GROUP 

439.8 

18 

1212.3 

12 

16,0 

49 

19.2 

-17 

3.5 

2.9 

9.5 

19 

REPUBLIC  INDUSTRIES 

3123.6 

95 

7377.4 

64 

124.4 

189 

229.0 

155 

4.0 

2.7 

NA 

NM 

RYDER  SYSTEM 

1204.3 

-5 

3625.5 

-3 

35.3 

20 

111.1 

62 

2.9 

2.3 

1.7 

NM 

TRINITY  INDUSTRIES  (9) 

560.3 

2 

1649.3 

-4 

-7.3 

NM 

55.5 

-35 

NM 

5.6 

8.9 

24 

(D)  TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

5239.6 

5 

15288.5 

5 

144.3 

82 

232.7 

94 

2.8 

1.6 

1.5 

NM 

ALEXANDER  &  BALDWIN 

326,0'- 

~2 

940.2 

4 

21.9 

-5 

61.4 

28 

6.7 

6.9 

11.4 

15 

APL 

659.9 

0 

1980,2 

-3 

11.4 

-59 

9.0 

-83 

1.7 

4.3 

5.0 

32 

ARKANSAS  BEST 

425.3 

3 

1243.6 

3 

9.3 

NM 

15.1 

NM 

2.2 

NM 

1.4 

NM 

CALIBER  SYSTEM 

592.5 

-6 

1808,4 

-1 

32,4 

NM 

-3.2 

NM 

5.5 

NM 

-33.9 

NM 

CONSOLIDATED  FREIGHTWAYS 

603.3 

8 

1727,5 

9 

11.8 

NM 

22.0 

NM 

2.0 

NM 

-1.7 

NM 

HUNT  (J.  B.)  TRANSPORT  SERVICES 

388.5 

3 

1139,1 

3 

1,9 

-73 

4.4 

-74 

0.5 

1.9 

2.8 

52 

LANOSTAR  SYSTEM 

326.3 

-1 

965,6 

1 

7.6 

-2 

17.0 

-5 

2.3 

2.3 

11.8 

17 

ROADWAY  EXPRESS 

642.2 

19 

1842,2 

16 

10.4 

127 

23.7 

111 

1,6 

0.8 

14.2 

USFREIGHTWAYS 

393.5 

15 

1130.0 

14 

17,5 

59 

41.8 

78 

4.5 

3.2 

13.8 

A 

YELLOW 

882.2 

12 

2511,8 

10 

20,1 

124 

40.5 

NM 

2.3 

1,1 

4.0 

45| 

24  UTILITIES  &  POWER 

INDUSTRY  COMPOSITE 

68034.3 

25 

183563.5 

17 

6430.4 

-1 

15383.6 

-3 

9.5 

12.0 

10.7 

15 

(A)  ELECTRIC,  WATER  &  COGENERATION 

GROUP  COMPOSITE 

60644.0 

22 

160263.1 

15 

6240.9 

-2 

14146.9 

-A 

10.3 

12.8 

10.6 

15, 

AESt 

358.0 

75 

880,0 

60 

50.0 

56 

132.0 

48 

14.0 

15.6 

15.7 

44 

ALLEGHENY  ENERGY 

595.1 

7 

1752,9 

0 

77.1 

32 

211.0 

25 

13.0 

10.6 

11,4 

14 

AMERICAN  ELECTRIC  POWER 

1584.0 

7 

4458,2 

1 

204.0 

18 

510.0 

5 

12.9 

11.5 

13,5 

14 

ATLANTIC  ENERGY 

297.4 

5 

758,4 

1 

49,4 

41 

90.5 

35 

16.6 

12.4 

10  5 

11; 

BALTIMORE  GAS  8.  ELECTRIC 

860.8 

4 

2495,0 

3 

171,4 

17 

258.5 

-17 

19.9 

17.7 

8.3 

18 

BOSTON  EDISON 

519.5 

4 

1369,0 

7 

81,4 

2 

135.3 

2 

15.7 

16.1 

12.6 

12  1 

CALENERGY 

551.9** 

208 

1542.9 

327 

46,4 

24 

104.7 

47 

8.4 

21.0 

13.7 

20  1 

CAROLINA  POWER  &  LIGHT 

906.8 

9 

2288,9 

-1 

167,8 

30 

304.4 

-2 

18.5 

15.5 

13.5 

...3 

CENTERIOR  ENERGY 

703,2 

-3 

1927.4 

-1 

88,7 

2 

145.8 

3 

12.6 

12.0 

6.5 

14  1 

CENTRAL  &  SOUTH  WEST 

1477.0 

3 

3939.0 

0 

23,0 

-88 

129.0 

-50 

1.6 

13.5 

4.9 

25 

CINERGY 

1355,1 

77 

3250.6 

37 

85,7 

-18 

251.8 

-8 

5.3 

13.7 

12.5 

17 

CMS  ENERGY 

1045.0 

12 

3394.0 

8 

73.0 

12 

225.0 

4 

7.0 

7.0 

13.7 

16 

CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

2011.0 

5 

5401.2 

1 

355.0 

8 

569.2 

-1 

17.7 

17.1 

11.8 

12 

DOMINION  RESOURCES 

2059.5 

60 

5549.3 

52 

59.3 

-65 

326.0 

-25 

2.9 

13.3 

7.3 

19 

DPL 

286.2 

2 

919.0 

-2 

45.1 

8 

146.9 

4 

15.8 

14.9 

14.4 

14 

DQE 

332.0 

-1 

919.5 

-1 

58.7 

2 

150.5 

9 

17.7 

17.1 

13.3 

i; 

DTE  ENERGY 

1029.7 

5 

2790.6 

1 

134.8 

182 

296.5 

21 

13.1 

4.9 

10.4 

12 

DUKE  ENERGY 

4820.6 

54 

11719.2 

37 

309.5 

-12 

789,8 

-10 

5,4 

11.2 

11.6 

1£ 

EDISON  INTERNATIONAL 

2737.8 

7 

6905,7 

9 

287.5 

0 

593,8 

-7 

10.5 

11.2 

11.3 

le 

ENOVA 

581.1 

14 

1590,5 

10 

66.7 

4 

175.2 

-3 

11.5 

12.7 

14.8 

13 

ENTERGY 

2797.6 

30 

7021.4 

25 

93.3 

-59 

378.4 

-13 

3.3 

13.9 

5.5 

1£ 

FLORIDA  PROGRESS 

922.5 

5 

2467.3 

4 

102.4 

4 

107.0 

-49 

11.1 

11.3 

8.3 

21 

FPL  GROUP 

1859,0 

5 

4891.3 

6 

266.7 

4 

542.2 

5 

14.3 

14.5 

13.1 

15 

GPU 

1093.6 

3 

3062.9 

2 

20,1 

-49 

252.0 

10 

1.8 

3.7 

10.2 

HAWAIIAN  ELECTRIC  INDUSTRIES 

367.1 

0 

1086.6 

4 

25,7 

35 

68.3 

9 

7.0 

5.2 

10.7 

14 

ILLINOVA 

841.8 

76 

1955.1 

50 

68,7 

-29 

155.0 

-18 

8.2 

20.2 

9.5 

IC 

KANSAS  CITY  POWER  &  LIGHT 

290.2 

7 

700.4 

0 

58.1 

61 

67.1 

-24 

20.0 

13,4 

9.6 

22 

LG&E  ENERGY 

1113.5 

30 

3164.3 

27 

30.4 

-29 

75.5 

-21 

2.7 

5.0 

10.2 

17 

LONG  ISLAND  LIGHTING 

852.4 

0 

2368,1 

-2 

144.4 

11 

277.2 

10 

15.9 

15.3 

11.4 

11 

MIDAMERICAN  ENERGY  HOLDINGS 

440.7 

1 

1415.7 

6 

52.9 

24 

119.3 

-1 

12.0 

9.8 

11.6 

13 

NEVADA  POWER 

285.0 

-3 

640.3 

0 

52.7 

-8 

80.2 

-2 

18.5 

19.6 

9.3 

14 

NEW  CENTURY  ENERGIES 

804.2 

9 

2487.8 

8 

-44.3 

NM 

73.8 

-57 

NM 

10.8 

6,0 

35 

180 
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ton  Foundation. 


moves  faster  than  light,  and  now  light  can  move  more  with  the  Qwest  Macro  Capacity  "  Fiber  Network.      T/Vf  tks  Hf  ^t 
;signed  its  network  from  scratch  -  with  Nortel's  high-speed  broadband  technology  (OC-192)  and  the      "-^i  ulut.^ 
)urest  fiber  optics  -  to  have  more  capacity  than  any  other  long-distance  network,  so  it  can  carry 
PEL     niore  voice,  data  and  video  to  more  places.  At  the  speed  of  light  and  at  a  lower  cost.  We've 
EiECOM     captured  light.  And  the  world  is  about  to  become  a  very  different  place.  vwvw.qwest.net 


Qwest 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3R0 


CHANGE 


CHANGE 


3RD 


CHANGE 


CHANGE 


3RD 


3RD 


RETURN  ON 
COMMON 
EQUITY 


QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

1997 

1996 

ENDING 

RATIO 

$  MIL. 

/o 

$  MIL. 

% 

$  MIL. 

^ 

$  MIL. 

^ 

/o 

^ 

9-30 

10-24 

NEW  ENGLAND  ELECTRIC  SYSTEM 

628.6 

2 

1844.4 

5 

69.6 

5 

167.3 

0 

11.1 

10.7 

12.3 

12 

NEW  YORK  STATE  ELECTRIC  &  GAS 

492.8 

8 

1551.3 

1 

28.3 

156 

136.5 

5 

5.7 

2.4 

9.8 

11 

NIAGARA  MOHAWK  POWER 

896.6 

0 

3006.1 

0 

31.7 

NM 

175.5 

29 

3.5 

NM 

6.6 

8 

UIDCPn  IMnilCTDICC 

D I 

1  77Q 

oo.u 

A 
H- 

1/11 

7 

y  .o 

1  /I  Q 

13 

NORTHERN  STATES  POWER 

697.4 

10 

2034.2 

5 

87.9 

4 

171.9 

-12 

12.6 

13.3 

10.1 

15 

OHIO  EDISON 

652.7 

1 

1850.7 

0 

95.7 

-1 

256.3 

1 

14.7 

14.9 

12.0 

11 

PACIFICORP 

2010.6 

99 

4272.5 

55 

46.9 

-62 

225.3 

-29 

2.3 

12.1 

8.2 

20 

rttU  tNtKbT 

1278.2 

1 5 

o4  /o.y 

D 

5 

oyo.o 

-1 

1  Q  c 

i  o.  D 

1  n  c 

PG&E 

4062.9 

61 

10511.3 

52 

264,9 

13 

646,9 

7 

6.5 

9.3 

9.2 

13 

PINNACLE  WEST  CAPITAL 

663.8 

11 

1551.2 

10 

127.3 

1 

226.7 

-2 

19.2 

21.0 

11.0 

14 

POTOMAC  ELECTRIC  POWER 

633.0 

-4 

1473.1 

-8 

136,0 

-2 

209.1 

-7 

21.5 

21.1 

11.0 

13 

rrotL  KtbUUKUto 

777.8 

Q 

y 

4 

4D.D 

zo  /  .y 

ion 

Itl 

PUBLIC  SERVICE  CO.  OF  NEW  MEXICO 

286.0 

36 

823.5 

27 

24.3 

22 

64.8 

8 

8.5 

S.5 

9.8 

11 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

1567.8 

17 

4623.2 

3 

193.6 

27 

456.6 

-5 

12.4 

11.4 

10.4 

11 

DiirTT  cniiun  cucdpv 
rUutl  oUUNU  LNtKuY 

341 ,0 

5 

1 157.1 

0 

12.0 

-32 

78.0 

-28 

3.5 

5.4 

7.8 

18 

SCANA 

418.6 

4 

1135.7 

-1 

77.1 

8 

167.8 

-7 

18.4 

17,7 

11.7 

13 

SOUTHERN 

4071.0 

39 

9373.0 

18 

389.2 

-21 

822.4 

-22 

9.6 

16.7 

9.8 

18 

TECO  ENERGY 

494.7 

8 

1411.9 

6 

67.7 

2 

169.4 

1 

13.7 

14.5 

15.1 

15 

TEXAS  UTILITIES 

2264.9 

17 

5347.2 

5 

311.6 

-18 

536.5 

-15 

13.8 

19.7 

10.5 

13 

UNION  ELECTRIC 

774.4 

4 

1811.6 

2 

183.8 

-1 

285.1 

-1 

23.7 

24.9 

12.5 

13 

WASHINGTON  WATER  POWER 

295.1 

34 

815.4 

23 

13.2 

-28 

91.6 

32 

4.5 

8.4 

13.2 

11 

WESTERN  RESOURCES 

560.0 

14 

1640.2 

11 

508.4 

708 

573.7 

320 

90.8 

12.8 

28,2 

4 

WISCONSIN  ENERGY 

400.6 

0 

1314.2 

1 

24.3 

-55 

59.3 

-64 

6.1 

13.5 

6.0 

25 

(B)  GAS,  OIL  &  TRANSMISSION 

GROUP  COMPOSITE 

7390.4 

53 

23300.4 

40 

189.5 

16 

1236.7 

19 

2.6 

3.4 

11.7 

19 

COLUMBIA  GAS  SYSTEM 

995,0 

121 

3333.4 

49 

0.1 

NM 

197.7 

29 

0.0 

NM 

15.3 

16 

CONSOLIDATED  NATURAL  GAS 

1130.5 

90 

3859.9 

50 

4.5 

NM 

215.0 

2 

0.4 

NM 

13.0 

17 

EL  PASO  NATURAL  GAS 

1251.0 

68 

4061.0 

110 

51.0 

106 

154.0 

NM 

4.1 

3.3 

8.5 

20 

EQUITABLE  RESOURCES 

508.1 

42 

1461.4 

5 

17,0 

NM 

35.5 

-1 

3.3 

NM 

8.2 

19 

MCN  ENERGY  GROUP 

327.8 

35 

1504.5 

8 

1.2 

NM 

92.1 

30 

0.4 

NM 

11.8 

19 

PACIFIC  ENTERPRISES 

609,0 

2 

1995.0 

12 

38.0 

-22 

148.0 

-8 

6.2 

8.2 

14.0 

15 

SONAT 

1023.5 

38 

2911.0 

40 

13.0 

-73 

116.0 

-14 

1.3 

6.5 

11,4 

22 

USX-DELHI  GROUP 

424.5 

71 

1031.2 

39 

-0.6 

NM 

-0.7 

NM 

NM 

NM 

4,9 

31 

WILLIAMS 

1121.0 

33 

3143.0 

22 

65.3 

-8 

279.0 

9 

5.8 

8.4 

10.9 

23 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&P  lOc 

Abbott  Laboratories  12b 
ABM  Industries  21e 
AccuStall  21  e 
ACNielsen  21e 
Adaptec  18c 
ADCTelecomm  22a 
AdministafI  21  e 
Advanced  Micro  9d 
ADV0  21(I 

Aeroquip-Vickers  15a 
AES  24a 
AFLAC  17b 
AGC015C 

Ahmanson  (H  F )  17c 
Air  Products  S  Chemicals  4 
Airborne  Freight  23c 
Airgas  21b 

AirTouch  Communications  22a 
AK  Steel  Holding  16b 
Alaska  Air  Group  23a 
Alberto-Culver  6(1 
Albertson  s  10c 
Alcoa  16a 

Alexander  &  Baldwin  23ll 
Alleghany  17a 
Allegheny  Energy  24a 
Allegheny  Teledyne  5 
Allegiance  21b 
Allergan  12b 
Alliarit  Teclisystems  1 
AlliedSignal  5 
Allstate  17b 
Alltel  22b 
Alumax  16a 
Amerada  Hess  11a 
America  West  Holdings  23a 
American  Electric  24a 
American  Express  17a 
American  Financial  Group  17b 


American  General  17b 
American  Greetings  14ll 
American  Home  12b 
American  IntI  Group  17b 
American  National  17b 
American  Standard  13a 
American  Stores  10c 
Ameritech  22b 
Ames  Oept  Stores  8 
Amgen  12b 
Amoco  11a 
AMP  9d 
AMR  23a 

Analog  Devices  9d 
Anheuser-Busch  6c 
Anixter  International  5 
Apache  11a 
API  23d 

Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Industrial  Tech.  21b 
Applied  Materials  15c 
Arch  Coal  11a 
Arco  Chemical  4 
Arkansas  Best  23d 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arviii  Industries  2b 
Asarco  16c 

Ascend  Communications  18c 
Ashland  lla 

Associates  First  Capital  17a 
AT&T  22a 

Atlantic  Energy  24a 
Atlantic  Richfield  lla 
Automatic  Data  18c 
AutoZone  8 
Avery  Oennison  7b 
Avis  Rent  A  Car  23c 
Avnet  21b 


Avon  Products  6d 
AVX  9d 


aker  Hughes  lib 
Ball  7a 

Baltimore  GiE  24a 
Banc  One  3b 
Bank  ot  New  York  3a 
BankAmenca  3d 
BankBoston  3a 
Bankers  Trust  3a 
Banta  21d 
Bard  (C,R  )  12d 
Barnes  &  Noble  8 
Barnett  Banks  3c 
Bausch  &  Lomb  12d 
Baxter  Internatmnal  12d 
Bay  Networks  18c 
BB«,T3c 

BDM  International  18c 
Bear  Stearns  17a 
Beckman  Instruments  9c 
Bed  Bath  &  Beyond  6b 
Bell  Atlantic  22b 
BellSouth  22b 
Belo  (AH)  20 
Bemis  7b 
Berkley  (WR)  17b 
Best  Buy  6b 
Bethlehem  Steel  16b 
BetzDearborn  4 
Beverly  Enterprises  12c 
Big  Flower  Press  21  d 
Bindley  Western  Inds  12a 
Birmingham  Steel  16b 
Bl  Services  lib 
Bi  s  Wholesale  Club  8 
Black  &  Decker  15b 
Boeing  1 

Boise  Cascade  19b 


Boise  Cascade  Office  Prods  21b 
Borders  Group  8 
Borg-Warner  Automotive  2b 
Borg-Warner  Security  21  e 
Boston  Edison  24a 
Boston  Scientific  12d 
Bowater  19b 
Bradlees  8 

Brinker  International  14a 
Bristol-Myers  Squibb  12b 
Brown  Group  6a 
Brown-Forman  6c 
Browning-Ferns  21c 
Bruno's  lOc 
Brunswick  14d 
Brylane8 

BT  Office  Products  21b 
Budget  Group  23c 
Burlington  Industries  15d 
Buriingfon  Northern  Santa  Fe  23b 
Burlington  Resources  11a 


Cabletron  Systems  18c 
Cabot  4 
Caldor  8 
CalEnergy  24a 
Caliber  System  23d 
Callaway  Golf  14d 
Campbell  Soup  10b 
Canandaigua  Brands  6c 
Capital  One  Financial  173 
Cardinal  Health  12a 
Carlisle  15a 
Carnival  14d 
Carolina  Power  24a 
Case  15c 

Casey's  General  Stores  21e 
Caterpillar  15c 
CDl21e 

CDW  Computer  Centers  8 


CellStar21b 
Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Ceridian  18c 

Champion  Enterprises  13b 
Champion  IntI  19b 
Charming  Shoppes  8 
Charter  One  Financial  17c 
Chase  Manhattan  33 
Chevron  lla 

Chiquita  Brands  IntI  10b 
Chiron  12b 
Chrysler  2a 
Cigna  17b 
Cincinnati  Bell  22b 
Cincinnati  Financial  17b 
CINergy  24a 
Circuit  City  Stores  6b 
Circus  Circus  14b 
Cisco  Systems  18c 
Citicorp  3a 
Clayton  Homes  13b 
Clorox  6d 
CMS  Energy  243 
CNF  Transportation  23c 
Coastal  lla 
Coca-Cola  6c 
Coca-Cola  Enterprises  6c 
Cole  National  8 
Colgate-Palmolive  6d 
Collins  &  Aikman  15d 
Coltec  Industries  15a 
Columbia  Gas  24b 
Columbia/HCA  Healthcare  12c 
Comerica  3b 
Commercial  Metals  16b 
Commonwealth  Inds  16c 
Compaq  Computer  18b 
CompuCom  Systems  18a 
CompUSA  18c 


Computer  Associates  18c 
Computer  Sciences  18c 
ConAgra  IDb 
Conseco  17b 
Consolidated  Edison  24a 
Cons-  Freighlways  23d 
Cons  Natural  Gas  24b 
Consolidated  Papers  19b 
Consolidated  Stores  8 
Continental  Airlines  23a 
Cooper  Cameron  lib 
Cooper  Industries  9a 
Cooper  Tire  &  Rubber  2c 
Coors  (Adolph)  6c 
CORESIaff  21e 
CoreStates  Financial  3a 
Corning  15a 
Corporate  Express  8 
Costco  8 

Countrywide  Credit  17a 
Coventry  12c 
CPC  International  10b 
Cracker  Barrel  14a 
Crane  21b 
Crestar  Financial  3c 
Crompton  &  Knowles  4 
Crown  Cork  S  Seal  7a 
CSX  23b 

cue  International  21e 
Cummins  Engine  15c 
CVS  12a 

Cyprus  Amax  Minerals  16c 
Cytec  Industries  4 


Dana  2b 
Danaher  15b 
Darden  Restaurants  14a 
Dart  Group  5 
Dayton  Hudson  8 
Dean  Foods  1 0b 


Deere  15c 
Delchamps  lOc 
Dell  Computer  IBb 
Delta  Air  Lines  23a 
Deluxe  18a 
Detroit  Diesel  2b 
Dexter  15d 
Di3l6d 

Diamond  Offshore  lib 
Diebold  18a 
Digital  Equipment  18b 
Dillard's  8 
Dole  Food  10b 
Dollar  General  8 
Oominick's  Supermarke 
Dominion  Resources  24 
Donaldson,  Lufkin  &  Jenrurlj 
Donnelley  (R,R,)21d 
Dover  15c 
Dow  Chemical  4 
Dow  Jones  20 
DPI  24a 
DQE  24a 

Dresser  Industries  15c 
Dreyer's  Grand  Ice  Crea| 
DSC  Commons,  22a 
DTE  Energy  24a 
Duke  Energy  24a 
Dun  &  Bradstreet  17a 
DuPont  4 


Eagle  Hardware  8 
Earthgrains  10b 
Eastman  Chemical  4  s 
Eastman  Kodak  14d  j 
Eaton  9a 
Echlin  2b 

Ecolab  6d  ; 
Edison  International  24i 
Edwards  (A  G.)  17a  { 
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1 


We've  been  on  a  roll  for  67  years. 


2 


Now  we've  popped  up  with 

mother  big  idea.  It's  an  ingenious  dispensing 
;ystem  that  pops  up  strips  of  tape  -  pre-cut,  one  at  a  time,  right 
nto  your  hand.  New  Scotch™  Pop-up  Tape  Strips  make  gift 
^'rapping  easier,  especially  when  you've  got  your  hands  full. 
\Ve're  making  tape  even  more  handy,  because  we  make 
he  leap  fwm  1166(1  tO. . . 


Innovation 


For  more  information,  call  1  -800- 3 M - H ELPS .  or  Internet:  http://www.mmm.com 


CORPORATE  SCOREBOARD 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  Is  listed 


EGSG21a 

El  Paso  Natural  Gas  24b 
Electronic  Data  Systems  18c 
EMC  18b 
Engelhard  16c 
Enova  24a 
Enron  21b 
Entergy  24a 
Equifax  17a 

Equitable  Resources  24b 
Essex  Inll  16c 
Estee  Lauder  6d 
Ethyl  4 

Everest  Reinsurance  17b 
Excel  Communications  22a 
Exide  13a 

Express  Scripts  12c 
Exxon  1 1  a 


Family  Dollar  Stores  I 
Fannie  Mae  17a 
Federal  Express  23c 
Federal  Home  Loan  17a 
Federal-Mogul  2b 
Federated  Dept.  Stores  8 
Ferro  4 

Fieldcrest  Cannon  ISd 

Fifth  Third  Bancorp  3b 

Fina  11a 

Fingeihut  8 

First  American  3c 

First  American  Finl  17a 

First  Brands  15a 

First  Chicago  NBD  3b 

First  Data  18c 

First  Empire  State  3a 

First  Maryland  Bancorp  3a 

First  ol  America  Bank  3b 

First  Security  3d 

First  Tennessee  Natl  3c 

First  Union  3c 

Firstplus  Finl  17a 

Fleet  Financial  Group  3a 

Fleetwood  Enis  13b 

Fleming  10a 

Florida  Progress  24a 

Flowers  Industries  10b 

Flowserve  15c 

Fluor  21a 

FMC  15c 

Food  Lion  lOc 

Footstai  8 

Ford  Motor  2a 

Fort  lames  19b 

Fortune  Brands  15a 

Foster  Wheeler  21a 

FPL  Group  24a 

Franklin  Resources  17a 

Freeport-McMoRan  CSG  16c 

Fremont  General  17b 

Fritz  23c 

Frontier  22b 

Fuller  (H  B  )  4 

Furniture  Brands  6b 


Galileo  Inll  18c 
Gannelf  20 
Gaps 

Gateway  ?0rjO  18b 
GATX  23c 
GenCorp  2b 
General  Cable  16c 
Genera!  Dynamics  1 
General  Electric  5 
General  Mills  10b 
General  Motors  2a 
General  Nutrition  lOc 
General  Signal  9a 
Genuine  Parts  21b 
Geon  4 

Georgia  Pacific  19a 
Giant  Food  10c 
Gillette  6d 
Global  Marine  lib 
Golden  West  1 7c 
Goodrich  (8.F  i  4 
Goodyear  Tire  t  Rubber  2c 
GPU  24a 
Grace  (W  R.)  15a 
Grainger  (WW)  21b 
Great  A&PIOc 
Great  Lakes  Chemical  4 


Green  Tree  Financial  17a 
GTE  22b 
Guidant  12d 
Gulfstream  Aerospace  1 


Halliburton  lib 
Hanna(M,A)4 
Hannaford  Brothers  10c 
Haicourt  General  5 
Harley-Dauidson  14d 
Harman  International  6b 
Harnischleger  15c 
Harrah's  Entertainment  14b 
Harris  9b 
Harsco  16c 

Hartford  Financial  Services  17b 

Hartford  Life  17b 

Hasbro  14d 

Hawaiian  Electric  24a 

Hayes  Wheels  IntI  2b 

Healthsouth  12c 

Heilig-Meyers  6b 

Heinz  (H  J)  10b 

Hercules  4 

Hershey  Foods  10b 

Herlz  23c 

Hewlett-Packard  18b 
HFS21e 
Hillenbrand  15a 
Hills  Stores  8 
Hilton  Hotels  14c 
Home  Depot  8 
HomeBase  8 
HON  Industries  18a 
Honeywell  9c 

Horizon/CMS  Healthcare  12c 

Hormel  Foods  10b 

Host  Marriott  Services  14a 

Houghton  Mitflin  20 

Household  IntI  17a 

Hub  Group  23c 

Hubbell  93 

Hughes  Electronics  9b 
Hughes  Supply  21b 
Humana 12c 
Hunt  (J  B.)23d 
Huntington  Bancshares  3b 


IBM  18b 
IBP  10b 

IKON  Office  Solutions  5 
Illinois  Tool  Works  15a 
lllmova  24a 
Imation  14d 
IMC  Global  4 
InaCom  I8c 
Ingersoll-Rand  15c 
Ingram  Micro  18c 
Inland  Steel  16b 
Integrated  Health  Svcs  12c 
Intel  9d 
Interlace  15d 
Intergraph  18c 
Interpublic  Group  21  d 
Interstate  Bakeries  10b 
Intimate  Brands  8 
International  Flavors  4 
InU  Multiloods  10a 
International  Paper  19b 
Iomega  18b 
ITT  Industries  5 


labil  Circud  9d 
Jefferson  Smurfit  7b 
Jetlerson-Pilot  17b 
Johns  Manville  13a 
Johnson  &  Johnson  12d 
Johnson  Controls  15a 
Jones  Apparel  Group  6a 
IP  Foodservice  10a 


K  ill  Communications  20 
Kaiser  Aluminum  16a 
Kaman  21b 

Kansas  City  Power  &  Light  24a 
Kansas  City  Southern  23b 
Kaulman  &  Broad  13b 
Kellogg  lOb 
Kellwood  6a 
Kennametal  15b 
Kerr-McGee  11a 


Laboratory  Corp.  of  Amenca  1 2c 
Lafarge  13a 
Lam  Research  15c 
Landstar  System  23d 
LCI  International  22a 
Lear  2b 

Leggett  &  Piatt  6b 

Lehman  Brothers  Holdings  17a 

Lennar  13b 

Lexmark  IntI  Group  18b 
LG&E  Energy  24a 
Liberty  Financial  17b 
Lilly  (Ell)  12b 
Limited  8 

Lincoln  Electric  15b 
Lincoln  National  17b 
Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  Martin  1 
Long  Island  Lighting  24a 
Longs  Drug  Stores  12a 
Louisiana  Pacilic  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  16b 
Lubrizol  4 

Lucent  Technologies  22a 
Lyondell  4 


MagneTek  9a 
Mallinckrodt  12d 
Manor  Care  12c 
Manpower  21e 
Mapco  1  la 

Mark  IV  Industries  15a 

Marriott  IntI  14c 

Marsh  &  McLennan  17a 

Marshall  &  llsley  3b 

Marshall  Industries  21b 

Martin  Marietta  Materials  13a 

Mattel  14d 

Maxxam  16a 

May  Department  Stores  8 

Maytag  6b 

MBNA  3a 

McCormick  10b 

McDermoH  Inll  15c 

McDonalds  14a 

McGraw-Hill  20 

MCI  Communications  22a 

McKesson  12a 

MCN  Eneigy  Group  24b 

M  DC  Holdings  13b 

Mead  19b 

MedPartners  12c 

Medtronic  12d 

Mellon  Bank  33 

MEMC  Electronic  Materials  9d 

Mercantile  Bancorp  3b 

Mercantile  Stores  8 

Merck  12b 

Mernll  Lynch  17a 

Meyer  (Fred)  8 

Michaels  Stores  8 

Micro  Warehouse  8 

MicroAge  18a 

Micron  Electronics  18b 

Micron  Technology  9d 

Microsoft  18c 

MidAmencan  Energy  Holdings  24a 
Miller  (Herman)  18a 
Minnesota  Mining  15a 
Mirage  Resorts  14b 
Mobil  11a 
Modine  Mfg  2b 
Mohawk  Industries  15d 
Molex  9d 
Monsanto  4 
Morgan  (J  P )  3a 
Morgan  Stanley,  Dean  Witter  1 7a 
Morrison  Knudsen  21a 
Morton  International  4 
Motorola  9b 
Murphy  Oil  11a 
Musicland  Stores  14d 


Nabisco  Holdings  10b 
Nacco  Industries  15b 
Naico  Chemical  4 
National  Semicond  9d 
National  Service  9a 
National  Steel  16b 
National-0ilwell21b 
NationsBank  3c 
Navistar  International  2a 
NCR  18b 

Neiman  Marcus  Group  8 
Nevada  Power  24a 
New  Century  Energies  24a 
New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20 
Newell  15a 

Newport  News  Shipbuilding  23c 
NextLeuel  Systems  9b 
NGC  21b 

Niagara  Mohawk  24a 
Nike  6a 

Nine  West  Group  6a 
Nipsco  Industries  24a 
Nordstrom  8 
Norfolk  Southern  23b 
Norrell  21  e 
Northern  States  24a 
Northern  Trust  3b 
Northrop  Grumman  1 
Northwest  Airlines  23a 
Norwest  3b 
NovaCare  1 2c 
Nucor  16b 


Occidental  Pet  11a 
Office  Depot  8 
OfficeMax  8 
Ohio  Casualty  17b 
Ohio  Edison  24a 
Old  Kent  Financial  3b 
Old  Republic  IntI  17b 
0lin4 
Olsten  21  e 
Omnicom  Group  21d 
Oracle  18c 
Orion  Capital  17b 
Oryx  Energy  11a 
Outback  Steakhouse  14a 
Owens  &  Minor  12d 
Owens  Corning  13a 
Owens-lllinois  73 


Paccar  2a 

Pacific  Century  Finl  3d 
Pacific  Enterprises  24b 
PaciliCorp  24a 
PaineWebber  Group  17a 
Pall  5 

Parker  Hannifin  15a 
Payless  Gashways  8 
Payless  ShoeSource  8 
PECO  Energy  24a 
Penn  Traffic  10c 
Penney  (J  C  )8 
Pennzoil  11a 
Pentair  15c 
Pep  Boys  8 
PepsiCo  6c 
Performance  Food  10a 
Perkin-Elmer  9c 
Petsmart  8 
Pfizer  12b 
PG&E  24a 
Phar-Mor  12a 
Pharmacia  &  Upiohn  12b 
Phelps  Dodge  16c 
Philip  Morris  6e 
Phillips  Petroleum  1l3 
Phillips-Van  Heusen  6a 
PhyCor  12c 

Physician  Sales  &  Svc  21b 
Pier  1  Imports  6b 
Pinnacle  West  24a 
Pioneer  Standard  21b 
Pitney  Bowes  18a 
Pittston  Brink's  Group  21  e 
PiHston  Burtmgton  Group  23c 
Pittway  5 


PNC  Bank  3a 
Polaris  Industries  14d 
Polarmd  14d 
Popular  3c 
Potlatch  19b 
Potomac  Electric  24a 
PP&L  Resources  24a 
PPG  Industries  13a 
Praxair  4 

Precision  Castparts  16c 
Premark  IntI  5 
Procter  &  Gamble  6d 
ProHitts  8 

ressive  17b 
ProSource  10a 
Protective  Lite  17b 
PS  Co  ol  New  Mexico  24a 
Public  Service  Ent  24a 
Puget  Sound  Energy  24a 
Pulte  13b 


Quaker  Oats  10b 
Quaker  State  11a 
Quality  Food  Centers  10c 
Quantum  18b 
Quest  Diagnostics  12c 
Quorum  Health  Group  12c 


Raychem  9a 

Raymond  James  Finl  17a 
Rayonier  19a 
Raytheon  9b 
Read  Rite  9d 
Reader's  Digest  20 
Reebok  International  8a 
Regions  Financial  3c 
Reliance  Steel  &  Alum  21b 
Republic  Industries  23c 
Republic  New  York  33 
Revlon  6d 
Rexel21b 

Reynolds  Metals  163 
Richfood  Holdings  10a 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Express  23d 
Robert  Half  International  21  e 
Rock-Tenn  7b 
Rohm  i  Haas  4 
Rohr  1 

Ross  Stores  8 
Rouge  Industries  16b 
Royal  Caribbean  Cruises  14d 
RPM  13a 
Rubbermaid  15a 
Ruddick  10c 
Russell  6a 
Ryder  System  23c 
Ryerson  Tull  21b 
Rykoff-Sexton  10a 
Ryland  Group  13b 


SABRE  Group  Holdings  18c 
Safeco  17b 

Safeguard  Scientifics  18c 
Safeway  lOc 
Saks  Holdings  8 
Sallie  Mae  173 
Salomon  173 
Sara  Lee  10b 
SBC  Communications  22b 
Scana  243 
Schering-Plough  12b 
Schlumberger  lib 
Schwab  (Charles)  17a 
SCI  Systems  9d 
Scientific -Atlanta  22a 
ScrippslE  W)20 
Seagate  Technology  18b 
Sears,  Roebuck  8 
Sequa  1 

Service  Corp  IntI  21e 
Service  Merchandise  8 
ServiceMaster  21e 
Shaw  Industries  15d 
Sherwin-Williams  13a 
Shoney's  14a 
ShopKo  Stores  8 
Silgan  Holdings  7a 
Silicon  Graphics  18b 
Smart  &  Final  lOa 


Smith  International  lib 
Smithfield  Foods  10b 
Snap-on  15b 
Solectron  9d 
Solutia  4 
Sonat  24b 
Sonoco  Products  7b 
Southern  243 

Southern  New  Eng,  Tel  22b 
Southland  lOc 
SouthTrust  3c 
Southwest  Airlines  23a 
Spiegel  8 
Sports  Authority  8 
Springs  Industries  15d 
Sprint  22a 
St  Paul  17b 
Stanley  Works  15b 
Staples  8 
Star  Banc  3b 
State  Street  3a 
Stewart  &  Stevenson  15c 
Stone  8,  Webster  21a 
Stone  Container  7b 
Storage  Technology  18b 
Suiza  Foods  lOb 
Summit  Bancorp  3a 
Sun  11a 

Sun  Healthcare  Group  12c 
Sun  Microsystems  18b 
SunAmerica  17b 
Sunbeam  6b 
Sundstrand  1 
SunTrust  Banks  3c 
Supermarkets  Gen  lOc 
Supervalu  10a 
Sysco  10a 


Tandy  6b 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Teleflex  15a 

Telephone  &  Data  Sys  22a 
Tellabs  22a 
Temple  Inland  7b 
Tenet  Healthcare  12c 
Tenneco  5 
Teradyne  9c 
Terra  Inds  4 
Tesoro  Petroleum  11a 
Texaco  11a 
Texas  Industries  16b 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 

Thomas  &  Betts  9d 
Thorn  Apple  Valley  10b 
3Com  18c 
3M  153 

360  Communications  223 
Tidewater  lib 
TIG  Holdings  17b 
Timberland  63 
Time  Warner  20 
Times  Mirror  20 
Timken  15c 
TJX  8 
Tosco  lis 

Tower  Automotive  15a 
Toys  'R'  Us  8 
Tracer  9b 
Transamerica  17b 
Transatlantic  Holdings  17b 
TransMontaigne Oil  lib 
Travelers  Group  17a 
Traveters  Property  Casualty  1 7b 
Triarc  5 
Tribune  20 

Tricon  Global  Restaurants  14a 
Trinity  Industries  23c 
Trump  Hotels  14b 
TRW  5 

Tupperware  15a 
Tyco  IntI  15c 


U  S  Bancorp  3b 
U  S.  Home  13b 
U  S  Office  Products  8 
U  S,  Surgical  12d 
UAL  23a 

UCAR  International  9a 


Ultramar  Diamond  Sh; 
Umfi  15d 
Union  Camp  19b 
Union  Carbide  4 
Union  Electric  24a 
Union  Pacific  23b 
Union  Pacihc  Resoi 
Union  Planters  3c 
UnionBanCal  3d 
Unisource  Worldwii 
Unisys  18b 
Unded  Stationers 
United  Technologiei 
United  Wisconsin 
Universal  6e 
Universal  Forest  Pri 
Universal  Health  1 
Unocal  11a 
UNUM17b 
US  Airways  Group 
USF&G  17b 
USFreightways  23i 
USG  13a 
UST  6e 
U  S  West  Communijlt 
U  S  West  Media  20 
USX-Delbi  Group  2' 
USX-Marathon  lla 
USX  U  S  Steel  16t 


Valero  Energy  1l3 
Valhi  5 
Valspar  13a 
Value  City  8 
Vanstar  18c 
Varian  Associates  S 
Vastar  Resources  1 
Vencor 12c 
Venture  Stores  8 
VF  6a 

Viacom  14b 
Viad  5 
Viking  Office  Produ 
Vishay  IntertechnollS' 
Volt  Into,  Sciences  1 
Vulcan  Materials  ll; 
VWR  Scientific  Proris 


Wachovia  3c 
Wackenhut  21e 
Wal-Mart  Stores  8 
Walgreen  123 
Walter  Industries  1 1 
Wang  Laboratories  I 
Warner-Lambert  1i 
Washington  Post  2  : 
Washington  Water  p 
Waste  Managemen  C 
Weatherford  Enterr  fti 
Weirton  Steel  16b 
Weis  Markets  10c 
Wellman  4 
WellPoint  Health  i: 
Wells  Fargo  3d 
Wendy's  IntI,  14a 
Western  Digital  18 
Western  Resources! 
WestPoint  Stevens  | 
Westvaco  19b 
Weyerhaeuser  19b| 
Whirlpool  6b 
Whitman  5 
Wickes  8 

Willamette  IndustrfSn 
Williams  24b 
Winn-Dixic  Stores ' 
Wisconsin  Energy i 
Witco  4 

WLR Foods  10b 
Woolwortb  8 
World  Color  Press 't 
WorldCom  22a 
Worthington  Inds 
Wrigley  (Wm,)  Jr  1 


Xerox  18b 
Yellow  23d 
York  IntI,  13a 
Zale8 

Zenith  Electronics 
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Personal  Business 


EDITED  BY  AMY  DUNKIN 


BEHER  PUIV  NOW 
FOR  NEXT  YEAR 


After  the  hoopla  over 
last  summer's  Taxpay- 
er Relief  Act  of  1997, 
taxpayers  woke  up  to  an  un- 
happy fact:  The  reform  won't 
do  much  for  this  year's  bill. 
True,  Congress  made  the 
biggest  cut — 
lower  rates  on 
capital  gains — 
effective  at  once.  That's  good 
for  anyone  who  cashed  out 
profitably  during  the  stock 
market's  mn.  But  most  of  the 
rest  of  the  goodies  don't  take 
effect  until  1998  or  later 

That  deferred  gi'atification 
puts  a  premium  on  yearend 
planning.  Traditional  yearend 
tax  advice  is  to  delay  income 
and  accelerate  deductions. 
That  strategy  postpones  tax- 
es and  can  even  reduce  the 
bite  if  you  expect  to  shp  into 
a  lower  bracket  next  year. 
But  this  year,  in  certain  cas- 
es, you  might  want  to  do  the 
reverse.  And  with  many  new 
breaks  available  on  Jan.  1, 
the  timing  of  income  and  de- 
ductions is  more  important 
than  ever.  Yoiu'  ability  to  con- 
trol your  1998  income  may 
determine  whether  you  qual- 
ify for  such  breaks  as  the 
new  Roth  individual  retire- 
ment account  (ira)  and  edu- 
cation savings  accounts  and 
credits.  On  the  expense  side, 
putting  off  a  first-home  pur- 
chase until  .January  can  let 
you  tap  an  ii;a  for  the  dovm- 
payment  without  the  penal- 
ty you  would  pay  for  the 
same  move  in  December. 

Accelerating  income  into 
1997  and  defening  expenses 
is  especially  important  for 
couples  who  expect  their-  1998 
adjusted  gi-oss  income  (agi) 
to  fall  near  .$50,000,  $80,000, 
$100,000,  or  $150,000.  Those 
are  the  levels  at  which  cou- 
ples start  to  lose  eligibility 


TAXES 


for,  respectively,  deductible 
IRA  contributions,  new  higher- 
education  tuition  credits,  con- 
verting a  traditional  ira  into 
the  new  Roth  ira,  and  con- 
tributing new  funds  to  a 
Roth  or  education  ira.  (For 
single  taxpay- 
ers, the  compa- 
rable AGI  fig- 
ures are  $30,000,  $40,000, 
$100,000,  and  $95,000.)  For-  all 
but  the  iRA-to-Roth  conver- 
sion, these  br-eaks  ai-e  phased 
out  over  a  range  of  .$10,000 
or  $20,000.  (With  the  educa- 
tion IRAS,  you  can  work 
around  the  limits  by  making 
$500  gifts  to  grandparents. 
They  can  then  direct  the 
money  into  an  account  for 
each  gi-andchild.) 
ARTFUL  DODGING.  How  can 
you  keep  your  1998  agi  un- 
der- the  limits?  Talk  to  your 
employer  about  getting 
yearend  bonuses  this  year 
rather  than  in  January.  If 
you're  self-employed,  delay 
expenses  and  speed  up  col- 
lections—or offer  clients  a 
discount  if  they'll  pi-epay  1998 
services.  If  you  planned  to 
sell  property  early  next  year, 
unload  it  now.  Switch  from 
taxable  bonds  to  tax-exempts. 
Of  course,  don't  make  these 
moves  if  they  cost  moi-e  than 
your  anticipated  tax  savings. 
Financial  planners  are  fo- 


cusing on  the 
$100,000  ceiling  for- 
converting  tr-adition- 
al  IRAS  to  the  new 
Roth  accounts. 
Under  the  old 
accounts,  contribu- 
tions wer-e  some- 
times deductible, 
and  earnings  could 
gr-ow  without  being 
taxed  until  they 
were  withdrawn. 
Roth  IRAS  elimi- 
nate the  up-ft'ont 
deduction,  but  they 
exempt  withcLr-awals 
made  after  age  59%. 
The  law  lets  tax- 
payers convert  tra- 
ditional IRAS  to  the 
new  accounts — but 
only  if  they  pay  the 
taxes  they've  defen-ed. 
If  you  took  deductions  foi- 
your-  contributions,  you'll  owe 
tax  on  the  full  amount  you 
switch.  If  your  contr-ibutions 
were  non-deductible,  youH  pay 
tax  just  on  the  earnings.  The 
tax  will  be  levied  at  yoiu-  or- 
dinary income  rate.  If  you 
convert  in  1998,  you  can  pay 
those  taxes  in  four-  install- 
ments from  1998  to  2001.  For 
conversions  after  1998,  the 
taxes  will  all  be  due  when  the 
switch  is  made. 

That  deadline  "puts  a  pre- 
mium on  figuring  out  now 


In  199/,  ii  ill 

whether  to  make  an  ira  di- 
version in  1998,"  wai-ns  Bijpt 
Kessel,  pr-incipal  at  Abahs 
Financial  Planning  in  Sasa 
Monica,  Calif  The  calculaiin 
is  most  important  if  you  h^e 
a  lar'ge  ti-aditional  ira— 
perhaps,  to  a  pension] 
401(k)  r-ollover.  The  Roth 
is  gener-ally  considered  a 
ter  deal.  But  taxes  on 


Getti 
Your 
Taxej 
In 

Order 


TIME  YOUR  INCOME 

Defer  bonuses,  accounts 
receivable,  and  investment 
income  from  1997  to  1998 
to  put  off  paying  taxes. 
Accelerate  income  if  you 
have  extra  deductions  this 
year  or  if  you  hope  to  meet 
income  limits  for  breaks 
under  the  new  tax  law, 
such  as  the  Roth  ira. 


TIME  YOUR  DEDUCTIONS 


Bunch  expenses  to  exceed 
floors  on  medical  and  mis- 
cellaneous deductions 
(which  must  top  7.5%  and 
2%  of  adjusted  gross 
income,  respectively).  Pre- 
pay state  taxes  and  mort- 
gage interest,  or  speed  up 
charitable  gifts,  to  offset 
any  surge  in  1997  income. 


PREFUND  YOUR  mi 
RETIREMENT  ACCIpT 

Put  $2,000  ('$4,0(M 
a  couple)  into  a 
nondeductible  iRi 
1997  if  you'll  quap 
convert  that  intoi'1 
IRA  in  1998.  Mak(P 
ira  contributionssi 
the  year  to  enjoyj 
biggest  gains. 
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<J  li 


derate  income  and  defer  expenses 


ion  have  to  be  paid 
jther  funds,  so  you 
insider  the  IRA's  re- 
lative to  your  other 
snts.  Paying  taxes  on 
I  now  makes  no  sense 
rill  drop  into  a  much 
^acket  in  retirement, 
ntrast,  two  other  IRA 
e  no-brainers.  If  you 
^oui-  1998  AGi  to  fall 


below  $100,000,  put  $2,000 
into  a  traditional  ira  now, 
even  if  you  can't  deduct  the 
contribution.  After  Jan.  1, 
switch  the  funds  to  a  Roth 
IRA.  "You  can  jimip-stait  your 
ira  with  $4,000,  not  just 
$2,000"  that  you  could  con- 
tribute in  1998,  notes  Paula 
Hogan,  who  owns  Milwau- 
kee's Hogan  Financial  Man- 


10 

drops, 
harply 
late  your 
r  capital- 
ke  it  less 
profits 
/estments. 
d  losses 
snefit. 


PUN  YOUR 
OPTIONS  STRATEGY 


USE  UP  FLEXIBLE- 
SPENDING  MONEY 


agement.  You'll  pay  tax  on 
earnings  at  the  switch,  but 
they'll  be  minimal. 

Starting  in  1998,  you  can 
withdraw  up  to  $10,000  from 
any  ira  to  help  buy  a  first 
home  without  paying  the  10% 
early-distribution  tax.  Penal- 
ty-fi'ee  withdrawals  also  are 
available  to  pay  for  higher 
education.  In  either  case,  you 

USE  YOUR  $10,000 
GIFT  EXCLUSION 


Lower  capital-gains 
rates  make  an  exercise- 
and-hold  strategy  more 
attractive  for  incentive 
stock  options.  Review 
options  so  you  can  start 
the  clock  for  the  18- 
month  holding  period 
needed  for  the  20%  rate. 


Rack  up  enough 
medical  or  child-care 
expenses  to  exhaust 
your  pretax  flexible- 
spending  account. 
Otherwise  you'll  wind 
up  forfeiting  any 
money  not  spent  by 
yearend. 


Lower  cap-gains  rates 
boost  the  incentive  to 
give  your  chOdren  tax- 
free  gifts  of  stock  worth 
up  to  $10,000.  Over  14, 
they'll  pay  as  little  as  10% 
(8%  after  2000)  on  profits 
vs.  your  likely  20%. 

DATA:  BUSINESS  WEEK 


can  use  the  funds  for  your 
children  or  gi-andchildren. 
One  change  investors  don't 
have  to  inash  to  take  advan- 
tage of  is  the  capital-gams 
cut.  Congi-ess  established 
two  new  rates  for  prop- 
erty held  more  than  18 
months:  10%  for  cou- 
ples with  taxable  in- 
come below  $41,200  (or 
singles  below  $24,650) 
and  20%  for  those  with 
higher  income.  Gains  on 
investments  held  be- 
tween 12  and  18  months 
are  now  classed  as  "medi- 
um-term" and  taxed  at 
15%  or  28%.  Planners 
say  many  clients  want 
to  take  gains  immedi- 
ately, as  if  the  new 
rates  are  about  to  van- 
ish. "These  rates  ai"e  safe 
for  at  least  thi-ee  years," 
notes  Cooper  &  Ly- 
brand's  Steven  Woolf. 
OFFSETS.  But  investors 
who  have  realized  gains, 
perhaps  during  Wall 
Street's  Oct.  27  sell-off, 
need  to  take  a  yearend 
look  at  their  portfolios. 
Since  the  new  law  added 
a  "medium-term"  classifi- 
cation, Congi'ess  is  in  the 
process  of  clarifying  how 
losses  in  one  categoiy  could 
be  used  to  offset  gains  in  oth- 
ers. The  likely  result  would 
create  an  extra  gift  for  in- 
vestors: Net  losses  on  long- 
and  medium-term  property 
could  be  used  to  offset  short- 
term  capital  gains. 

Thus,  an  investor  who  took 
profits  on  stocks  held  for  less 
than  12  months  could  reduce 
taxes  by  selKng  off  property 
held  18  months  or  longer 
that's  worth  less  than  its  pur- 
chase price.  That  will  increase 
the  tax-saving  value  of  the 
loss  fi'om  20%  to  as  much  as 
39.6%.  As  yeai-end  approaches, 
investoi"s  should  look  for  ways 
to  match  gains  with  losses. 

Congi'ess  was  less  gener- 
ous to  investors  who  tiy  to 
lock  in  investment  profits 
while  putting  off  taxes.  The 
new  law  eliminates  a  tech- 
nique called  "selling  short 
against  the  box."  In  such  a 
sale,  the  owner  of  a  block  of 
stock    would    execute  a 
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Personal  Business 


yi'Mi'cnd  slioft,  sale — scUiiii; 
similar  shares  borrowed  from 
a  l>roker  while  keeping'  Llie 
original  shares.  'I'he  shod  sale 
protected  the  owner  ajjaiiisl 
any  di'oj)  in  the  stock  price, 
without  incurrinj>'  taxal)le 
profits.  The  new  law  says 
short  sales  ajjainst  the  box 
will  be  treated  as  if  the  orij^- 
inal  shares  were  sold,  I'orcinji' 
investors  to  report  profits  im- 


mediately. Now,  investors 
who  want,  a  yeai'end  hedii'e 
will  have  to  use  "collars," 
combinations  of  ])ut  and  call 
options  that  can  limit,  hut  not 
eliminate,  any  risk  that  their 
shares  will  drop. 

Lowei-  capital  gains  rates 
also  put  a  new  twist  on 
yearend  j^ifts  to  chiklren.  I'ar 
"ents  who  use  their  $10,00(1 
annual  j^ift  exclusion  to  fund 


investments  for  the  kids 
might  want  to  consider  giving 
stock  01-  bonds  that  appreci- 
ated sharply.  A  teenager  in 


15'/,.  bracket  could 


the 

the  stock  now  aiK 
10%  tax  on  t  h( 
gain — half  the 
parents'  rate. 
A  younger 
child  could 


P-'.V 


sell 

just 


the  securities  until  2)1 
pay  as  Httle  as  H'^i  la. 
Capital    gains  la 
won't  affect  anyone  e 
ing  nonciualilied  .stock  |v 
the        most  [ir. 
o])tions  plan  today,  a 
ents  are  taxed  at  oiii 
income  rates  on  i\uj 
ence  between  th. 
price  and  the), 
•ice  whe 


SMART  MONEY 


ISTHAT\11ITIIAL  ITM) 
A  TAX  SINKHOLE? 


No  topic  is  more  eye- 
j^lazinj^  than  imitual- 
iund  taxation,  lint  you 
ignore  it  at  your  peril. 

.lust  ask  Jeff  Cohen.  A  4.5- 
year-old  executive  at  a  chain 
of  tutoring  schools  in  New 
York,  Cohen  decided  in  ,)uly 
he  had  stood  on  the  bull  mar- 
ket's sidelines  for  too  long.  So 
he  swilcht'd  his  taxable  ])ort- 
folio  out  of  municipal  bond 
funds  and  into  an  assortment 
of  If)  funds.  Now,  he's  kicking 
himself — and  not  just  because 
till'  market  has  sunk.  He 
reckons  he'll  owe  more  than 
$5,000  in  taxes  on  distribu 
tions  he  e\|>ects  from  the  new 


funds,  including  some  on 
which  he  has  papi'r  losses. 
"I'm  saying,  'What  a  stupid 
pei'son  you  wer(>!'"  Cohen 
says.  "But  it  just  didn't  click." 

(iiven  the  wicked  complexi- 
ty of  funds  and  taxes,  he  has 
plenty  of  comjiany.  The  prob- 
lem stems  from  a  re(|uii"e- 
ment  that  funds  pass  along  to 
investors  each  yeai'  their 
share  of  the  capital  gains  oi- 
losses,  plus  any  interest  or 
dividends.  So  you  pay  taxes  if 
you  make  a  pi'ofit  from  selling 
your  shares.  But  you're  also 
liable  for  taxes  on  your  por- 
tion of  the  gains  realizecl  by 
I  he  fund's  portfolio. 

r.ecause  the  strong  market 
has  Iriggei'ed  big  gains  in 


funds 
year,  the 

funds  will  be  mak- 
ing fat  distributions.  Even  if 
you  bought  your  shares  late 
in  the  year  and  have  lost 
money,  you'll  get  the  full  dis- 
tribution— taxable  to  you — 
while  seeing  your  sliai'e  pi'ice 
drop  by  that  amoimt.  Ouch. 

Let's  say  a  fund  is  worth 
$20  a  share  befoi-e  paying  $;^ 
in  gains  and  dividends.  You'll 
wind  up  with  shares  worth 
$17  each  and  a  tax  liability  on 
the  $:>  in  distributions.  That's 


Funds  Keeping  an  Eye  on  Taxes 


FUND 


JPM  PIERPONT  TAX-AWARE  DISCIPUNED  EQUITY 
JPM  PIERPONT  TAX-AWARE  EQUITY 
SCHWAB  UICO 

T.  ROWE  PRICE  TAX  EFFICIENT  BALANCED 
USAA  GROWTH  S.  TAX  STRATEGY 
VANGUARD  TAX-MANAGED  BALANCED 
VANGUARD  TAX-MANAGED  CAPITAL  APPRECIATION 
VANGUARD  TAX-MANARED  GROWTH  &  INCOME 


INVESTMENT 
OBiECTIVE 

GROWIH 

GROWTH 

GROWIH  &  INCOMf 

BALANCED 

BALANCED 

BALANCED 

GROWfH 

GROWTH  &  INCOME 


YEAR  TO 
DATE 

24.7%*** 

'29.7 

•JS.I 

i;!.s 

l(i.2 
29.7 
29^0 


TOTAL  RETURN^ 
THREE-YR. 
PRETAX'* 


NA 

"na"  " 
2s.r, 

NA 

14.H 

IT.I! 

28.4 

29.9 


THREE-YR. 
AFTERTAX** 

NA 

NA 


NA 

12^9 

KU) 

28,1 

28.9 


AVERAGE  BALANCE!)  FIND 

AVERAr.F:  GROWTH  FUND 

AVERA(  t  GROWTH  &  INCOME  FUND 


17.5 
2^6 


17.5 
23.8 

24.5 


15.4 
22^1 

2:i.O 


*TI'iinii'h  Sept.  30,  l;?y/  *'Ai,i!  >w('i,ii;ts,  jlli'itax  ligures  .issuiiii^  top  tux  lales  '"luiiil  upemnl  l.iii.  31,  199/  ""tiind  oikiiumI  .it),  1997 
NA^Not  n-plioable  daia  iworningsiar inc ,  vai ui  i ini , misiNi ss wii k 


true  whether  vtunl 
shares  are  up, 
ways  since  you  m 
whether  you  taki 
tions  in  cash  oi  i  <  ; 
shares.  (The  exn  |: 
held  in  individu;il 
accounts,  401  (k)s. 
tax-protected  accij 

What  can  you 
how  might  you  ge 
afteilax  returns? 
('ohen's  shoes,  St;S 
versify  economist  ( 
Shoven  suggests  tli 
consider  selling  yifi' 
water  shares  befolU 
pays  its  dividendsPiH 
utions.  (You  can  cJ 
fund  company  to  1  j 
plaimed  record  da  * 

That  way,  you'l  'fi 
capital  loss,  which  a; 
handy  elsewhere  (  vi 
tui-n — and  you'll  s  st 
taxable  di.stributic 
is  you'll  be  uninve  <! 
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;heir  options.  But 
3  who  receive  in- 
ock  options  (isos) 
fit  from  the  new 
e  exercising  isos 
le  to  pay  the  lower 
IIS  rate  if  they  hold 
y  pui'chased  shares 
.  For  them,  "exer- 
lold  makes  a  lot 
se  than  exercise- 
says  planner 


Robert  Siefert  at  Back  Bay 
Financial  Group  in  Boston.  A 
yearend  review  of  your  op- 
tions will  help  you  figure  out 
if  you  want  to  start  the  clock 
ticking  on  that  strategy. 

One  pitfall:  The  exercise- 
and-hold  tactic  could  subject 
you  to  the  alternative  mini- 
mum tax  (amt).  Taxpayers 
who  make  heavy  use  of  cer- 
tain deductions  and  exclu- 


sions— such  as  deferred  in- 
come from  ISOS  or  deprecia- 
tion deductions — must  refig- 
ure  their  tax  under  amt 
I'ules,  which  reduce  or  disal- 
low many  deductions.  Since 
AMT  exclusions  and  brackets 
aren't  indexed  for  inflation, 
more  taxpayers  ai"e  falling 
into  them  every  year.  The 
i-ush  to  take  capital  gains  this 
year  could  trip  the  amt  for 


moderate-income  taxpayers'.' 

Planners  agree  that  the 
Taxpayer  Relief  Act  extracts 
a  high  price,  in  paperwoi-k 
and  complexity,  for  the 
breaks  it  offers.  But  if  you 
want  to  keep  the  most  you 
can  from  the  tax  collector, 
now's  the  time  to  make  sure 
your  finances  are  in  shape. 
By  next  April,  it  could  be  too 
late.  Mike  McNarnee 


days  until  you 
shares  in  the 
lOUt  breaking 
'  rule,  which 
e  your  capital 
iround:  You 
,0  find  a  com- 
lat  has  already 
3utions. 
fou  go  fund 
earch  for  man- 
I  fund  families 
ve  proved 


u'eholdtTs'  tax 
id,  while  the 
lot  required  by 
arts  to  ask 
anager  has  a 
3  fund.  Those 
s  Third  Avenue 
lartin  Whit- 
to  run  up  their 
ealizing  capital 
•ely. 

IPARE.  You  also 
-advisory  ser- 
^omingstar 
and  Value  Line 
Momingstar 
average  tax-ef- 
itio  of  aftertax 
ax  total  return 
10  years.  In  the 
ded  Sept.  30, 
mestic  stock 
return  was  a 
of  its  pretax 
Wenue  Value? 
).  The  latest 
Value  Line 


Mutual  Fund  Survey  soft- 
ware has  a  nifty  feature  that 
shows  how  much  money  you 
would  have  wound  up  with  in 
any  fund,  after  taxes,  given  a 
host  of  variables — from  your 
tax  rate  to  how  much  you  in- 
vested when.  And  since  1994, 
BUSINESS  week's  yearly  mutu- 
al-fund Scoreboard  has  been 
showing  average  annual  total 
returns  both  on  an  aftertax 
and  pretax  basis  for  1,  3,  5, 
and  10  years. 

Think  about  investing  in 
one  of  the  "tax-aware"  funds, 
a  no-load  sampling  of  which 
appears  in  the  table.  These 
make  maximizing  their  share- 
holders' aftertax  returns  a 
key  objective,  a  departure 
from  most  managers'  preoc- 
cupation with  pretax  results, 
which  set  many  salary  bonus- 
es. Tax-aware  funds  keep  tax 
bills  low  by  picking  no-  or 
low-dividend  stocks,  while  the 
balanced  funds  stick  to  a  mix 
of  such  stocks  plus  tax-free 
municipal  bonds.  In  addition, 
these  funds  take  pains  to  con- 
sider the  tax  effect  of  each 
trade,  and  they  search  for 
losses  in  the  portfolio  that  can 
be  "harvested"  and  used  to 
offset  any  taxable  income  or 
gains  from  other  trades. 

One  caution:  Many  of  these 
funds  carry  early-redemption 
fees  to  discourage  short-term 
holders  whose  in-and-out 
trading  makes  it  harder  for 
the  fund  to  avoid  reahzing 
gains.  That's  a  quirk  Cohen  is 
examining  as  he  ponders  in- 
vesting in  a  tax-aware  fund. 
"You  have  to  pay  attention," 
he  says.  Mutual-fund  taxation 
"really  is  one  of  those  little 
black  holes."      RoheH  Barker 


capital  gains  if  they  have  not 
been  tax-sensitive.  Share- 
T^m/^/l  riO/^C?'  holders  will  be  really  upset. 

1  WU  I  They  have  a  negative  year, 

T^4  I/PC!  fVW  "^"^^        ^^^^  have  taxes  to 

lAIVCO  Ul\  pay  in  addition. 

FUND  TAXES  Q:  ^^/'a^  «^md  the  new  bill? 

  Shoven:  Being  sensitive  to 

Five  years  ago,  Stanford  Uni-  taxes  is  at  least  as  important 

versity     economist     John  now  as  it  was  before  tax  re- 

Shoven  and  doctoral  candi-  form.  You've  got  a  three-step 

date  Joel  Dickson  wondered  capital-gains  rate:  If  you  sell 

u)hether  investars  were  mis-  in  less  than  12  months,  it's 

led  by  mutual-fund  rankings,  taxed  as  ordinary  income; 

Would  ranks  change  much  if  anything  between  12  and  18 

funds  were  judged  not  b'y  pre-  months,  is  28%;  18  months 

tax  but  aftetiax  returns?  The  and  over  is  20%.  Actively 
answer:  a  decided  yes. 

Dickson  (now  a  Van-    How  Taxes  Erode  Returns 

guard  Group  analyst)  ^  landmark  study  of  data  for  the  30 

and  bhoven  pmid  that  y^^^^         1992  found  that  taxes 

taxes  ate  up  W%  or  'hadthefollowingeffectonaSl 

m,ore  oj  returns  from  a  investment  in  a  median -performing 

typical     stock    fund  equity  fund.  Taxes  remain  a  big  cost 

(table).    Since    then,  in  mutual  fund  investing  today, 
some  funds  have  made  . 

cimnges,  but  not  enxnigh   . 

that  investors  can  rest  AFTERTAX  RETURN  FOR  12.75 

easy.  Shaven  and  Dick-  A  MIDDLE-BRACKET  INVESTOR*  

son  spoke  with  Senior  AFTERTAX  RETURN  FOR  9.82 

Wiiter  Robert  Barker.  A  HIGH-BRACKET  INVESTOR* 

*  Federal  taxes  only,  before  liquidation 

Q:  Would  the  end  of  a  "  '"'^^son,  john  b,  shoven 

long  bull  market  lend  more  managed  funds  are  not  noto- 

weight  to  your  findings?  riously  patient — 18  months  is 

Dickson:  Taxes  are  anoth-  a  long  time  for  them  to  wait 

er  cost  that  fund  managers  to  get  the  20%  rate, 
can  control,  and  costs  become 

extremely  visible  as  the  total  Q:  Is  turnover — how  much  a 

l^retax  return  gets  lower.  So  fuyid  trades — a  good  gauge  of 

I  think  the  bull  market  has  tax  efficiency? 

eliminated  some  of  the  ur-  Shoven:  It's  too  crude  [a 

gency  for  taking  care  of  the  tool  J. 

tax  problem.  However,  the  Dickson:  One  number  I  like 

bull   market   should   have  is  posttax  return  divided  by 

the  opposite  effect  if  and  pretax  return.  It  may  not  be 

when  it  ends.  You'll  have  predictive  of  future  perfor- 

funds  posting  losses  and  yet  mance,  but  it  provides  some 

distributing  a  lot  of  realized  information. 
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Television  s  #1 


nessWeek  Index 


HON  INDEX 


)m  last  week:  --0  1  "o 
im  last  year:  6.6% 


PRODUCTION  INDICATORS 


'ROOUCTION  INDEX 

Oct.  25=126.9 
—  1992=100 


Feb  June  Oct 

1997  1997  1997 

a  4-week  moving  average 

index  fell  in  ttie  week  ended  Oct.  25.  The  unaveraged  index  dropped  to 
16.8  a  week  ago.  Seasonally  adjusted  output  of  all  components  was  down. 
!.5%  witti  ttie  largest  decreases  in  the  New  England  and  Pacific  Northwest 
)utput  was  down  1.2%.  as  Wards  Automotive  Reports  announced  that 
ns  regulations  are  coming  for  the  U.S.  truck  industry.  Rail-freight  traffic 
J  with  large  decreases  in  carloads  of  gram  and  farm  products. 

X  copyright  1997  bv  The  MrGraw.Hill  Companies 


[INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

ES  (10/31)  s&p  too 

914.62 

941.64 

30.0 

BOND  YIELD,  Aaa  (10/31) 

6.93%  7.05% 

-4.8 

MATERIALS  PRICES  (10/31) 

105.3 

104.9 

0.2 

HILURES  (10/24) 

NA 

NA 

NA 

E  LOANS  (10/22)  billions 

NA 

NA 

NA 

LY,  M2  (10/20)  billions 

$3,980.8 

$3,966.9r 

5.1 

MS,  UNEMPLOYMENT  ( 1 0/25)  thous  297 

313r 

-13.2 

dard  &  Poor's,  Moody's,  Journal  of  Commerce  {index:  1990=100). 
e,  Labor  Dept 

T RATES 

NDS  (11/4) 

LATEST 
WEEK 

5.54% 

WEEK 
AGO 

5.49% 

YEAR 
AGO 

5.34% 

L  PAPER  (11/4)  3-month 

5.57 

5.58 

5.41 

ES  OF  DEPOSIT  (ll/5)  3-month 

5.69 

5.67 

5.38 

GAGE  (10/31)  30-year 

7.36 

7.51 

7.96 

:  MORTGAGE  (10/31)  one-year 

5.63 

5.70 

5.80 

1) 

8.50 

8.50 

8.25 

eral  Reserve,  HSH  Associates.  Bloomberg  Financial  Markets 


STEEL  (11/1)  thous.  of  net  tons 

LATEST 
WEEK 

2,159 

WEEK 
AGO 

£1,  1  ^  /  ff 

YEARLY 
%  CHG 

1  1  1 

AUTOS  (11/1)  units 

128,176 

1  97  Q  1  Qr# 

1  c  /  ,o  I  Z7\n 

1  D.  0 

TRUCKS  (11/1)  units 

146,602 

^  A  1    Q^A  rii 

141  .yDH-rff 

ELECTRIC  POWER  (ll/l)  millions  of  kilowatt-hrs.  60,971 

59,922# 

1.5 

CRUDE-OIL  REFINING  (ll/l)  thous  of  bbl./day 

14,737 

14,651# 

2.9 

COAL  (10/25)  thous.  of  net  tons 

21,157# 

21,298 

5.3 

LUMBER  (10/25)  millions  of  ft. 

447, 1# 

446.7 

-8.4 

RAIL  FREIGHT  (10/25)  bilhons  of  ton-miles 

27. 8# 

27.5 

0.0 

Sources:  American  Iron  &  Steel  Institute,  Ward's 
Institute,  American  Petroleum  Institute,  Energy  Dept 
American  Railroads 

Automotive  Reports,  Edison  Electric 
,  WWPAi,  SFPA:-,  Association  of 

PRICES 

GOLD  (11/5)  $/troy  oz. 

LATEST 
WEEK 

313.500 

WEEK 
AGO 

313.500 

YEARLY 
%  CHG 

-17.1 

STEEL  SCRAP  (ll/4)  #1  heavy,  $/ton 

139.50 

139.50 

10.3 

COPPER  (10/31)  «/lb. 

93.8 

96.9 

-4.7 

ALUMINUM  (10/31)  iz/ib. 

76.0 

76.3 

12.1 

COTTON  (10/31)  strict  low  middling  1-1/16  in.. 

e/lb.  69.55 

69.58 

-1.4 

OIL  (11/4)  $/bbl 

20.61 

20.39 

-9.0 

CRB  FOODSTUFFS  (ii/4)  1967=100 

251.47 

257.20 

7.9 

CRB  RAW  INDUSTRIALS  (11/4)  1967=100 

331.86 

331.82 

1.1 

Sources:  London  Wednesday  final  setting,  Chicago 

market,   NYMFX,   rommoditv   Research  Bureau 

market,  tvletal. 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (11/5) 

LATEST 
WEEK 

123.22 

WEEK 
AGO 

120.84 

YEAR 
AGO 

113.99 

GERMAN  MARK  (11/5) 

1.72 

1.73 

1.52 

BRITISH  POUND  (ii/5) 

1.68 

1.67 

1.64 

FRENCH  FRANC  (ii/5) 

5.77 

5.81 

5.13 

ITALIAN  LIRA  (11/5) 

1686.5 

1701.5 

1524.2 

CANADIAN  DOLLAR  (11/5) 

1.40 

1.40 

1.33 

MEXICAN  PESO  (ii/5) 

8.200 

8.170 

7.905 

TRADE-WEIGHTED  DOLLAR  INDEX  (11/5) 

105.6 

105.3 

97.9 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S.  dollar, 
except  for   Britisti   pound   m  dollars    Trade-weighted   dollar  via  J  P  Morgan 


the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=:revised       NM=Not  meaningful 


WEEK  AHEAD 


riNG 

Nov.  12^  The  Federal  Reserve 
3ral  Open  Market  Committee 

set  monetary  policy  for  ttie  next 
Ml  23  economists  surveyed  by 
tional,  a  unit  of  Ttie  McGraw- 
lies,  expect  ttiat  ttie  pollcymak- 

ttie  bank's  target  for  the  feder- 
2  steady  at  5.5%.  Moreover, 
f  the  forecasters  believe  that  the 
)n  outlook  and  rocky  financial 

probably  keep  policy 
for  the  rest  of  the  year.  That 
sspeclally  likely  since  the  prob- 
1  suggest  that  low/  U.  S.  prices  of 
ods  will  continue  to  offset  any 
ice  pressures.  The  Fed  last 


hiked  rates  on  Mar.  25,  when  it  lifted  the 
federal  funds  rate  by  a  quarter-point. 

PRODUCTIVITY  AND  COSTS 

Thursday,  Nov.  13,  10  a.m.EST^  The  Labor 
Dept.'s  preliminary  reading  on  productivity 
will  likely  show  that  output  per  hour  worked 
in  the  nonfarm  sector  grew  at  an  annual 
rate  of  2.8%  in  the  third  quarter.  That's 
about  the  same  gam  as  in  the  second.  That 
means  that  almost  all  of  the  increase  in 
economic  output  last  quarter  was  accom- 
plished through  increased  efficiency,  not  by 
expanding  total  hours  worked.  As  a  result, 
unit  labor  costs  probably  grew  only  slightly 
last  quarter,  after  edging  up  0.4%  in  the 
second  quarter. 


RETAIL  SALES 

Friday,  Nov.  14,  8:30  a.m.Esrp-  The  mms 
survey  expects  that  retail  sales  increased  by 
0.3%  in  October,  the  same  modest  gam 
posted  in  September.  Excluding  cars,  retail 
buying  likely  also  rose  by  0.3%,  on  top  of  a 
0.2%  advance  in  September. 

PRODUCER  PRICE  INDEX 

Friday,  Nov.  14,  8:30  a.m. est^  Producer 
prices  of  finished  goods  probably  increased 
just  0.1%  in  October.  Excluding  the  volatile 
food  and  energy  sectors,  core  producer 
prices  were  probably  also  up  0.1%.  The 
September  price  indexes  gave  the  financial 
markets  a  small  scare.  The  total  index  rose 
0.5%,  while  core  prices  were  up  0.4%. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 

Sunday 


Apple  has  yet  another  new 
strategy — will  this  one  work? 
Ask  longtime  Apple-watcher 
Tim  Baiarm  of  Creative 
Strategies  and  BW's  Peter 
Burrows,  fresh  from  reporting 
the  Apple  story  in  the  current 
issue.  Nov.  9 

9  p.m.  EST  in  BW  Online's 
Conference  Room 

Monday 

Presented  by  BW's  Enterprise 
edition:  How  professional 
employer  organizations 
(PEOs)  can  take  the  hassles 
out  of  handling  personnel  for 
your  small  business.  Nov.  10 

8  p.m.  EST  in  the 

BW  Enterprise  Chat  Room 


AOL  keyword:  BW 


Transcripts  ol  sit  conferences 
ire  availat)le  tor  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eacti  event 


For  a  free  trial  diskette 
including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  cotnpany. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abacus  Financial  Planning  186 
Active  Control  Experts  87 
Aetna  (Am  98 
Ahmanson  (Hf)  (AHM)  148 
Aiwa  134 
Allstate  (ALL)  148 
Ama/oncom  42 
American  intemationa!  Group 
(AIG)  128 

Amencan  Secunties  62 

Amenca  Online  (AOL)  8 

AmSouth  Bancorporation  (ASO)  66 

Apple  Computer  (AAPL)  144 

Arch  Coal  (ACI)  70 

AT&r(D  52,82 

At  Home  42 

Au  Pair  in  Amenca  46 

Au  Pair  Programme  46 

Avon  Products  (AVP)  8 


Back  Bay  Financial  186 
BankAmerica  (BAC)  128 
Bankers  Trust  New  York  (Bn  116 
Bank  Jakarta  124 
BankUtama  124 
BankYama  124 
Banque  Nationale  de  Pans  128 
Barclays  Bank  52, 116 
Bell  Atlantic  (BEL)  52 
BellSouth  (BLS)  52 
Bernstein  (Sanford  C)  98 
BevMark  Consulting  50 
Bloomberg  8 
Blue  Cross'Blue  Shield  of 

Maiyland  91 
BMW  136 
Boeing  (BA)  148 
Bradesco  138 
British  Petroleum  (BP)  12 
British  Telecommunications 

(BTY)  12 

Burger  King  (CRM)  50 
Burnham  Secunties  44 
BZW  136 


Camargo  Correa  138 
Candescent  Technologies  42 
Capital  Research  & 
Mangagement  66 
CBS  6 

Chase  Manhattan  (CMB)  128 
Chnstian  Lacroix  116 
Chnstofle  116 
Chivsler(C)  44. 116, 148 
I'.isco  Systems  (CSCO)  82 

itirorp  (CCD  128 

'i..i  Cola(KO)  50.150 

jiloni.il  Investments  41 
.  liiiinial  Newport  Tiger  Fund  41 

Viliimbia/HCA  Healthcare 

(1,01)  74 
Mimcast  52 

Compagnie  Generale  des 
Eaux  136 

Companhia  Paulista  de  Forga  e 
Lu7  138 

Compat]  Computer  (CPQ)  42. 144. 
150 

Computer  Sciences  (CSC)  98 
Connect  Consultants  8 
Consolidated  Stores  (CNS)  52 
Coopers  &  Lybrand  186 
CoreState  Financial  9CFL)  66 


Cost  Plus  (CPWM)  60 
Cover-All  Technologies  (COVR)  66 
Credit  Suisse  First  Boston  52. 66. 
128. 148 

Crossroads  Northwest  62 


Dairy  Queen  50 

Oell  Computer  (DELL)  144 

Deutsche  Bank  128 

Deutsche  Morgan  Grenfell  144 

DMB&B  6 

Dowlones(DI)  8 

dpiX  87 

Draper  Fisher  Juvetson  42 
DRl/McGraw-Hill  (MHP)  34 
DuPont(DO)  148.150 


Educational  Testing  Service  91 
Emanuel  Ungaro  116 
Employers  Reinsurance  (GE)  66 
Ericsson  (ERICNY)  134 
Eurapair  Intercultural  46 
Euro  RSCG  Worldwide  134 
Evergreen  Lodging  62 


Fendi  116 

Fidelity  Investments  41.66 
First  Fidelity  Bancorp  66 
First  Union  (FTU)  66 
Fluor  (FLR)  52.70 
Ford  (F)  44. 148. 150 
Forrester  Research  82 
FurmanSelz  66 


Gartner  Group  98 
Gazprom  143 

GE  Capital  Services  (GE)  66 
General  Electric  (GE)  116.148.150 
General  Motors  (CM)  44.148 
Gerard  Klauer  Mattison  128 
Goldman  Sachs  143 
Granite  Construction  (GCCO)  60 
Grundig  134 
Gucci  (GUC)  150 


Hartford  Financial  Services  148 
Heinz  (HNZ)  12 

Hewlett  Packard  (HWP)  42. 144 
Hilton  Hotels  43 

Hogan  Financial  Management  186 

Hokkaido  Takushoku  Bank  116 

Honda  (HMC)  44 

Hong  Kong  &  China  Fund  41 

Hoover  Asset  Management  60 

HSBC  Secunties  124 

HSBC  Washington  Analysis  34 

I 


IBM  (IBM)  82 
Inktomi  82 
Intel  (INTO  148 
InterExchange  46 
ITT  (ITT)  43 

J 


Japan  National  Oil  143 
Jardine  Fleming  116. 124 
J  C  Penney  aCP)  8 
Junka  &  Voyles  60 


Kamaz  6 

Kaplan  Educational  Centers  91 


KFC  (PEP)  50 
Kinder-Care  91 
Kohlberg  Kravis  Roberts  6,  i 
K-lll  (KCC)  8 
K2  (KTO)  87 


Latham  &  Watkins  74 
Levi  Strauss  52 
Loanet  8 

Long-Term  Credit  Bank  of 
Japan  116 

Lotus  Development  (IBM)  31 
LSV  Asset  Management  56 
Lucent  Technologies  (LU)  134.148 

M 


Mac  Fmgal's  (MFI)  52 
Macromedia  (MACR)  144 
Marantz  134 
Marvel  Entertainment  6 
Massey(AT,)  70 
McDonald's  (MCD)  50 
McGraw-Hill  (MHP)  98. 191 
MCI  Communications  (MClC)  12. 
82. 148 

Mellon  Bank  (MEW)  66 
Mercedes-Benz  (DAI)  44.150 
Merrill  Lynch  (MER)  58, 128, 134, 
150 

Microsoft  (MSFD  26. 52. 144. 147. 
148 

Mitsubishi  26. 144 

MMS  International  (MHP)  191 

Montgomery  Emerging  Mad(ets 

Fund(MNEMX)  116 
Morgan  Stanley  Asia  (MWD)  116 
Morgan  Stanley  Dean  Witter 

(DWD)  91,128.138,148 
Momingstar  (MSTR)  56.60,188 
Moschino  116 
Motorola  (MOT)  134 

N 


National  Westminster  Bank 
(NW)  52 

NationsBanc  Montgomery 
Securities  60 

NatWest  Martlets  (NW)  136 
NEC  Computer  Systems  26 
Netscape  Communications 
(NSCP)  148 
Neurex  87 

New  England  Consulting  Group  50 
New  England  Investment 
(NEW)  60 

New  Enterpnse  Associates  42 
New  Generation  Research  6 
Nike(NKE)  50 
Nippon  Credit  Bank  116 
Nippon  Telegraph  &  Telephone 
(NTT)  82 
Nissan  136 
Nokia  134 
NovayaVremya  143 
Novell  (NOVL)  91 
Number  One  66 


Occidental  Petroleum  (OXY)  12 
Odel  Communications  (OCTL)  148 
Oracle  (ORCL)  66.98.144.148 
Oxford  Health  Plans  (OXHP)  98 


PaineWebber  (PWJ)  50,150 
Paribas  138 
PepsiCo  (PEP)  50 
Peregrine  Secunties 
Singapore  124 

Philips  Electronics  (PHG)  134,144 
PIMCO  Advisors  58 
Pixar  Animation  Studios  144 
Pizza  Hut  (PEP)  50 
Polygram  (PHG)  134 
Procters  Gamble  (PG)  60 


Profit  Financial  62  I 
Prudential  SecuntieJ 


Regional  Financial  f 
Renault  143 
Reuters  8 
Roper  Starch  Woridv 


Sanyo  Securities  11 
Sara  Lee  (SLE)  134 
Schroder  Secunties 
Schroder  Wertheim 
Schwab  (Charies)  (S 
Sears (S)  116 
Siegel  &  Gale  8 
Sierra  Ventures  42 
Signet  Banking  (SBI 
Smith  Barney  34. 5: 
Snyder  Capital  66 
Societe  Generale  i: 
Sony(SNE)  134 
Southcoast  Capital 
Southwest  Airtines  i 
Spnngs  Industries  I 
Standard  &  Poor's  ( 
Staples  (SPLS)  150 
Sun  Microsystems 
Swiss  Bank  116 
Sylvan  Learning  Sy; 
(SLVN)  91 


Taco  Bell  (PEP)  50 
Tele-Communicatio 
Tenet  Healthcare  7' 
Texas  Instruments  ( 
Third  Avenue  Value 
3Com  (COMS)  82. 
Tiffany  (TIFl  66 
Time  Warner  (TWX) 
Timorr  Putra  Nasior 
Tivoh  Systems  (IBM, 
Tokyo  Gas  143 
Toshiba  26 
Toyota  aOYOY)  44, 
Travelers  Group  (TR 


9 


US  West  Media  (US 
US.  Robotics  (USrS 

- — r 

Value  Line  188  I 
Vanguard  Group  5)J: 
VentureOne  42 
Vickers  136 
Virtual  University  El  y 
Votorantim  138 

w 


Wade  Cook  Semina  I 
Wal-Mart  Stores  (W 
Warner-Lambert  (VI  r- 
Washington  Post  (V 
Wolf  Popper  98 

X 


Xerox  (XRX)  87 
Y 


Yahoo"  (YHOO)  42 
Z 


Zaie  (ZLC)  66 
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jtment  Figures  of  the  Week 


Nov.  Oct.30-Nov.5 


■  960 

:  942,76 

■  930 

■  915 


1-week  change 
+2.6% 


ftY 

3t  slower  economic 
'seas  could  drag 
•ate  profits  in  the 
larkets  jittery.  But 
s  industrial  average 
.  and  the  Standard 
0-stock  index  rnse 
markets — and  in- 
covered  from  the 
;t.  27.  The  week's 
le  on  Nov.  3,  when 
iped  232  points,  or 
ng  equity  mutual 
'rudent  Bear  fund's 
IS  in  tech  and  con- 
stocks  helped  keep 
'  in  four-week  total 
oelow). 


F  RATES' 


f BOND  INDEX 

Nov.  Oct.  30-Nov.  5 


■  1575.53 

■  1565 


I -week  change 

-0.2°i 

:rg  Financial  Markets 


U.S.  MARKETS 


Latest 


%  change 
Week  Year 


Dow  Jones  Industrials 

7692.6 

2.5 

24.5 

NASDAQ  Combined  Composite 

1637.3 

2.2 

33.2 

OAtr  mlULdp  4UU 

327  1 

2.9 

33.9 

S&P  SmallCap  600 

184.6 

2.7 

35.2 

CffD  CiinorPnmnncito  1^00 

203  5 

2.6 

32.3 

% 

change 

Latest 

Week 

Year 

Bloomberg  Information  Age 

2.7 

35.4 

S&P  Financials 

1 1 3.2 

2.1 

43.5 

cop  lltilitioc 
our  UllUllcS 

207  3 

0.7 

3.6 

PSE  Technology 

317.6 

4.6 

43.6 

% 

change 

FOREIGN  MARKETS 

Latest 

Week  Year 

London  (FT-SE  100) 

4908.3 

0.7 

24.7 

Frankfurt  (DAX) 

3866.7 

2.0 

41.7 

Tokyo  (NIKKEI  225) 

16,448.1 

-2.4 

-21.6 

Hong  Kong  (Hang  Seng) 

10,681.8 

-0,8 

-14.6 

Toronto  (TSE  300) 

6976.6 

1.9 

23.2 

Mexico  City  (IPC) 

4823.7 

0.6 

46.8 

FUNDAMENTALS 


Latest 


Week 
ago 


Year 
ago 


S&P  500  Dividend  Yield  1.62% 
S&P  500  P/E  Ratio  (Last  1 2  mos.)  23.4 
S&P  500  P/E  Ratio  (Next  1 2  mos.)*    1 8.6 

First  Call  Earnings  Revision*  -1 .63  % 

TECHNICAL  INDICATORS  Latest 


1.65%  1.99% 

23.0  20.1 
18.3  NA 
-1.81%  NA 


Week 
ago 


Reading 


S&P  500  200-day  average  866.0  862.3  Positive 

Stocks  above  200-day  average       73.0%    70.0%  Negative 

Options:  Put/call  ratio                 0.67       0.69  Neutral 

Insiders:  Vickers  Sell/buy  ratio       3.43       3.45  Negative 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


Toys 

Oil-Weil  Equip.  &  Svcs. 
Airlines 
Broadcasting 
Drugs 


13.5 
9.7 
9.5 
9.0 

8.6 


Trucking 

Oil  &  Gas  Drilling 

Invest.  Banking/Brkrge. 

Oil-Weil  Equip.  &  Svcs. 

Homebuilding 


183.0 
93.3 
87.3 
83.6 
81.4 


WORST-PERFORMING   Last  Last  12 

GROUPS  month  %  months  % 


Engineering  &  Constr. 
Gold  Mining 
Pollution  Control 
Semiconductors 
Forest  Products 


-28.3 
-20.8 
-20.4 
-16.9 
-13.7 


Engineering  &  Constr. 
Gold  Mining 
Photography/Imaging 
Metals 

Pollution  Control 


-36.0 
-24.7 
-20.8 
-12.6 
-10.0 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Telebras-ADR 

II4V16 

-29^16 

Microsoft 

I34V4 

Citicorp 

131 

-8 

IBM 

101  '^16 

-2'/8 

Chase  Manhattan 

118'^16 

-6 

Salomon 

81^16 

Dechne  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Cisco  Systems 

83 '/1 6 

Amgen 

53  ^'t  6 

5V2 

Immunex 

71  V2 

5% 

Tellabs 

56^/8 

IV4 

Ciena 

57 'A 

2V4 

Linear  Technology 

67*4 

2 'A 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

5.14 

5.14 

4.96 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds 

90-DAY  TREASURY  BILLS 

5.25 

5.19 

5.17 

assuming  a  iYio  reaerai  tax  rate. 

10-yr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.18 

5.19 

5.02 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.40 

5.35 

5.43 

GENERAL  OBLIGATIONS 

4.57% 

4.56% 

5.15% 

5.14% 

lO-YEAR  TREASURY  NOTES 

5.92 

5.91 

6.28 

PERCENT  OF  TREASURIES 

77.32 

77.50 

82.78 

82.82 

30-YEAR  TREASURY  BONDS 

6.23 

6.23 

6.60 

TAXABLE  EQUIVALENT 

6.62 

6.61 

7.46 

7.45 

LONG-TERM  AA  INDUSTRIALS 

6.78 

6.75 

7.06 

INSURED  REVENUE  BONDS 

4.74 

4.70 

5.40 

5.36 

LONG-TERM  BBB  INDUSTRIALS  7.18 

7.12 

7.50 

PERCENT  OF  TREASURIES 

80.19 

79.88 

86.80 

86.36 

LONG-TERM  AA  TELEPHONES 

7.08 

7.01 

7.26 

TAXABLE  EQUIVALENT 

6.87 

6.81 

7.83 

7.77 

FUNDS 


■  u  s,  Divcisilied  mm  All  tquify 
1        52-week  total  return 


EQUITY  FUNDS 


EQUITY  FUND  CATEGORIES 


Leaders 

Laggards 

Leaders 

Laggards 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Prudent  Bear 

7,5 

Wright  EquiFund-Hong  Kong 

-28,7 

Utilities 

-2.2 

Pacific/Asia  ex-Japan 

-17.5 

Gintel 

4,6 

Fidelity  Hong  Kong  &  China 

-28,4 

Domestic  Hybrid 

-2.6 

Latin  America 

-15.4 

Rydex  Ursa 

3,8 

Guinness  Flight  China 

-25,1 

Small-cap  Value 

-3,4 

Precious  Metals 

-14.9 

DFA  lapanese  Small  Co, 

3,6 

Montgomery  Emerg,  Asia  R 

-25,0 

Financial 

-3,6 

Diversified  Pacific/Asia 

-12.0 

Fidelity  Sel.  Energy  Service 

3,0 

Eaton  Vance  Grtr,  China  B 

-24,0 

Mid-cap  Value 

-3.8 

Diversified  Emerging  Mkts, 

-11.9 

Leaders 

Laggards 

Leaders 

Laggards 

52-week  total  return 

% 

52-week  total  return 

% 

S2-week  total  return 

% 

52-week  total  return 

% 

'Star,  Inc. 


Lexington  Troika  Russia 
Fidelity  Sel.  Energy  Service 
Hartford  Capital  Apprec.  A 
Fidelity  Select  Brokerage 
American  Heritage 


106.1  U.S.  Global  Investors  Gold  -52.4 

94.9  Bull  &  Bear  Gold  Investors  ^9.3 

82.2  Midas  ^7.4 

71.5  Morgan  Stan.  Instl.  Gold  A  ^6.6 

71.2  GabelliGold  ^.5 


Financial 
Small-cap  Value 
Small-cap  Blend 
Real  Estate 
Mid-cap  Value 


44.7  Precious  Metals  -33.1 

37.9  Pacific/Asia  ex-lapan  -20.8 

34.7  Diversified  Pacific/Asia  -16.0 

33.9  Japan  -12.1 

33.2  Diversified  Emerging  Markets  6.3 


f  market  close  Wednesday,  Nov,  5,  1997.  unless  ottierwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Nov,  4.  For  a  more  detailed  explanation,  write 
&P  500  companies  only.  Fundamentals,  tectinical  indicators,  Bloomberg  mon-     to  us  or  E-mail  figures@businessweek.com.  NA=Not  available  ' 'Vanguard  Index  500  Fund 


Editorials 


WATCH  THE  PRODUCTIVITY  NUMBERS 


It  is  possible  that  millions  of  American  entrepreneui's,  man- 
agers, and  employees  who  believe  that  theii"  productivity  is 
rising  are  dead  wrong.  It  may  also  be  that  people  who  see 
productivity  gains  in  their  own  companies  commit  a  fallacy  of 
composition  when  they  project  it  onto  the  broader  economy. 
And  it  is  conceivable  that  4%  annual  economic  gi'owth,  4.9% 
unemployment,  1.4%  annual  inflation,  plus  1.6%  annual  real 
wage  gains  are  all  serendipitous  events,  stemming  from  lucky 
bi'eaks  on  the  dollar,  the  end  of  the  cold  war,  or  the  balanced 
budget.  Perhaps,  but  there  is  another  explanation. 

Thanks  to  globalization  and  the  spread  of  information  tech- 
nology, the  structure  of  the  U.  S.  economy  is  changing  fast,  al- 
lowing for  speedier  gi'owth  without  igniting  coirosive  inflation. 
How  much  faster,  we  don't  as  yet  know  (page  38). 

It  all  depends  on  what  happens  to  productivity,  the  elixir  of 
growth.  Manufacturing  productivity  has  been  booming  at  a 
3.5%'-plus  rate  for  years.  Until  the  early  1980s,  sei-vice  pro- 
ductivity kept  track  with  that  of  manufacturing.  Then  it 
stopped  and  fell  behind.  What  changed?  The  information 
economy  emerged  and  began,  Pac-Man  like,  to  eat  up  larger 
segments  of  the  whole  economy.  Because  government  statis- 
tics couldn't  pick  up  the  surge  in  information  processing,  a 
wedge  opened  between  productivity  as  measured  by  the  old 
statistical  system  and  the  reality  of  the  New  Economy. 

Wliat  is  amazing  is  that  even  the  old  statistical  system  is 
now  showing  evidence  of  accelerating  productivity  gains.  The 
figui'es  show  that  productivity  has  been  gi'owing  at  a  2.2% 


gi'owth  rate  since  last  year,  twice  the  level  of  the  1% 
1980s.  More  stiiking  is  the  cuiTent  productivity  surge  g 
a  business  cycle,  with  a  2.7%  gain  in  the  second  quajf 
perhaps  as  much  as  3%  in  the  third.  Moreover,  bus^ 
vestment  is  still  rising  more  than  twice  as  fast  as  cfi 
spending.  The  previous  time  we  had  an  investmentk 
pansion  of  the  current  magnitude  was  in  the  late  19th  |i 
ly  20th  centuries,  also  a  period  of  globalization  and  tefe 
ical  change. 

The  New  Economy  is  uncharted  tenitoiy.  Certainl;< 
rate  America  has  delivered  smprising  earnings  growth  ii 
after  quaiter,  in  lai'ge  part  due  to  the  lower  inflation  ai 
gi'owth  of  the  restnictured  American  economy.  Surely  t 
equity  prices  and  liigh  multiples  i-eflect  the  new  earr'! 
tential.  If  productivity  is  now  growing  at  2%  instead  oji: 
rate  of  the  1980s  and  early  1990s,  it  can  support  high  pif 
stock  prices  as  well  as  tighter  labor  markets  vrithout  b 

To  caiicature  the  New  Economy  as  predicting  an  eil 
cessions  or  justifying  overpriced  stocks  is  ridiculous,  ii 
Economy  adherent  argues  that  an  economy  that  ca^ 
grow  at  3%  to  3.5%  annually  will  be  able  to  expanj; 
nitely  at,  say,  4%,  without  setting  off  inflation.  Thisk 
Federal  Reserve  Chairman  Alan  Greenspan  said  in  hi 
testimony  before  Congress.  The  speed  limit  of  the  f 
depends  on  pi-oductivity.  Greenspan  is  assessing  the  I; 
the  productivity  payoff  from  globalization  and  inf(| 
technology.  He  is  right  to  do  so. 


ASIA:  END  CRONY  CAPITALISM 


The  $100  biUion  Asian  bailout  has  just  begun.  If  it  suc- 
ceeds, Asia  will  move  to  a  higher  stage  of  market  democ- 
racy and  reignite  its  high-octane  economic  gi'owi:h.  If  it  fails, 
Asia  will  stay  stuck  in  its  self-limiting  command-economy 
capitalism.  Histoiy  is  full  of  nations  that  failed  to  live  up  to 
theii"  great  potential:  Argentina  at  the  tiu-n  of  the  century,  the 
Philippines  before  Woiid  War  II,  the  Soviet  Union  in  the 
1950s,  and,  of  course,  China  some  200  years  ago. 

Success  for  Asia  depends  on  nothing  less  than  creating  a 
civil  society  with  a  free  marketplace  that  is  separate  and  dis- 
tinct from  the  state.  Asian  values  have  come  to  mean  the 
cominghng  of  the  financial  interests  of  the  rich  and  powerful 
with  the  government.  Instead  of  acting  as  independent  ref- 
erees, Asian  governments  have  become  instiximents  of  the  po- 
litically connected.  So  an  uncompetitive  national  car  progi'am 
in  Indonesia  is  run  by  the  President's  son.  Where  bm-eaucrats 
dominate,  as  in  Japan,  whole  industries  have  become  instru- 
ments of  bureaucratic  industrial  policies.  Legal  codes,  inde- 
pendent coiuts,  transparent  dealings  are,  by  and  large,  absent, 
and  with  them,  tnie  competitive  capitalism  (page  116). 
The  current  banking  crisis  sweeping  Asia  is  no  accident. 


Banking  is  the  vehicle  through  which  capital  has  b| 
neled  to  the  children  of  politicians,  the  campaign  con 
to  Prime  Ministers,  and  the  favored  companies  of  burj 
Such  lending  generated  enormous  overcapacity  in  re; 
cars,  chips,  textiles,  electronics,  and  a  dozen  oth 
tries,  setting  Asia  up  for  its  fall. 

China's  reemergence  as  a  giant  exporter  has  pulleci 
from  under  low-cost,  low-price  Asian  producers,  t 
benefit  of  market  flexibility,  their  politicized  crony  cii 
has  made  them  slow  to  respond.  As  for  Japan,  to 
economy  is  leaving  it  behind.  Only  now  are  its  bur  i 
beginning  to  allow  the  financial  markets  to  mark  dow  I 
of  dollars  of  nonperforming  loans.  , 

The  International  Monetary  Fund  is  leading  the  f 
end  government  monopolies,  political  patronage,  ;  i 
nomic  corruption  in  exchange  for  bolstering  weak  i 
cies.  Inside  Japan,  domestic  forces  are  battling  t  ] 
bank  balance  sheets,  spur  lending,  and  revitalize  r 
Bank  refoiTO  may  be  the  focus  of  efforts  to  stop  the  f  I 
it  is  I'eally  the  vector  into  something  more  critical-  » 
distance  between  the  state  and  the  economy  in  Asi; 
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When  the  women  of  America  made  a 


commitment  to  do  the  same  work  as  men,  CNA  made  a  commitment 


1906,  CNA  was  one  of  the  first  companies  to  insure  working  women  against  accidents  and  illnesses, 
irring  on  the  job  or  away.  ^^^^  ^^^^ 

A  Century  of  Commitment 


risks  every  day  of  our  lives.  That's  why  at  CNA  we've  made  a  commitment  to  help  you  manage  your  risks,  however  diverse  they 
From  personal  to  professional,  mega  to  minute.  From  long  term  care  coverage  to  workers' compensation  insurance,  you  need  the 


strength  of  a  company  with  over  $60  billion  in  assets  and  a  century  of  experience,  http://www.cna.com 


CNA 

For  All  the  Commitments  You  Make* 


AT  THE  CHRYSLER 
GORPORATIOM  ,       . . . , . 
EVEM  OUR  HISTORV 
IllpNOKS  FORNA^RO. 


jLiiiiuiiy  5,  1924: 
W.'P  Chrysler  introduces  the  first  aiito)iiobi/\' 
ivith  Ills  name  on  it.  Advanced  for  its  time, 
offers  a  68  horsepoiver  engine,  four-iuheel 
liydraidic  brakes,  and  cool  round  headlights 


September  14,  1997: 
Automotive  journalists  gather  in  Austin,  Texas,  to 
drive  the  all-new  1998  Chrysler  Concorde  and  Dodge 
Intrepid.  Local  armadillo  population  goes  on  alert. 


May  7,  1997: 
A  jai'j-dropping  formation  oj 
Plymouth  Prowlers  cruises  tin 
Strip  in  West  Hollyiuood,  Calij 
mark  the  Proiuler's  official  intr 
The  automotive  gods  are  sn 


•••••• 


Even  with  a  heritage  as  rich  as  ours,  we  spend  most 
of-GUr  time  thinking  about  what's  next.  It's  how  we 
invented  the  minivan  and  reinvented  the  American 
sports  car.  And  re-engineered  the  architecture  of 


Call  toll-free  1-888-GREATCARS. 


thi^ 


the  passenger  car  with  cab-forward  desj 
fact  is,  we  have  a  history  of  getting 
What  we  learn  there  eventually  makes  its 
your  next  vehicle.  And  makes  it  better.  Be 


www.chryslerc 


lay 


L.  LARSON  JEWELERS 

Phoeni--,  AZ,  602-941-2600 

ZADOK  JEWELERS 

Houston,  TX,  713-960-8950 

DANIEL  JEWELRY  &  GIFT 

San  Diego,  CA.  619-297-5554 

For  a  free  Vizio  brochure, 
call  toll  free:  1 -888-8MOVADO. 
http://www.vizio.com 


you  hav 
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From:  Microsoft  Office  97 
Sent:  Tinursday,  7:15  p.m. 
To:  Project  Team 
Re:  The  fat  lady  is  about  to  sing. 


Surrounding  every  great  idea  is  a  steaming  heap  of  busywork.  And  you,  the 
owner  of  that  great  idea,  get  to  do  it  all.  That's  why    icrosoft  Office  S  was 
designed  to  get  the  busywork  out  of  your  way.  It's  a  suite  of  smart  productivity 
tools  fully  integrated  onto  your  desktop  and  into  the  Internet.  So  while  you're 
pounding  away  at  your  thoughts,  Microsoft  Word  is  correcting  your  flubs  on 
the  fly.  As  e-mail  comes  in,  AutoPreview  in  the  Outlook"  desktop  information 
manager  lets  you  know  what's  important  and  what's  a  yard  sale.  Find  relevant 
information  on  the  Web  and  drop  it  straight  into  your  work,  automatically 
formatted  into  links.  With  Microsoft  Excel's  natural  language  formulas,  give 
row  and  column  headings  names  like  "Sales"  and  "Profit"  instead  of  "G3" 
and  "F19."  Office  97  does  the  thinking  that  lets  you  do  your  thinking.  So  your 
ideas  can  emerge  from  the  paperwork  bigger  than  life.  Check  out  Office  97 
at  www.iiiicrosott.com/otrice/. 


isiness, 

I  give  110% 


s  is  tlie  10%. 


Microsoft 


e  do  you  want  to  ,  ce/ 


FLIGH  TERN 

As  markets  trembled, 
401  (k)  money  moved 
out  of  equities  pageiso 


BusinessWee 

NOVEMBER    24,  1997 


DEBT  CRISIS 

Fixing  Korea's  economy 
mil  take  hard  work  page  58 


RUSSIAN  MOGUL 

Potanin's  vast  empire 
controls  assets  equal 

to  10%  of  GDP  page  66 


CEREAL 
BINGE 

Makers  get 
grownups  to 
eat  the  stuff 
morning,  noon, 
and  night  page  105 


SET-TOF 
BOX  BRAWL 

Instead  of 
picking  one 
system,  cable 
moguls  will  let  the 
market  choose  page  74 


News:  Analysis  &  Commentary 

36    NOW  FOR  THE  SLOW  TRACK 

The  U.  S.  crusade  for  open  markets  may 
be  limping  to  a  halt 

38  THE  BUCK  KEEPS  ON  BUCKING 

Is  the  dollar  now  so  strong  that  it 
threatens  U.S.  growth? 

39  COMMENTARY:  THE  ECONOMY 

The  lab(jr  pool  is  deeper  than  it  looks: 
More  women  and  older  men  are  working 

40  FREIGHT  GRIDLOCK 

The  linuering  traffic  jam  on  the  rails  is 

niiw  damaging  the  economy 
42    COMMENTARY:  KODAK 

The  restjaicturing  is  undei-whelming 
44    WORLDCOIVHMCI:  HOW  IT  ADDS  UP 

Is  the  jirice  right  on  this  deal? 
46    COMPACTING  AT  WASTE  MANAGEMENT 

Intei'im  t'Kii  Miller  cleans  up 
48    BLOCKED  ARTERIES?  GROW  NEW  ONES 

l!reakthrougiis  up  the  liiotech  ante 
52    NO  CURE  FOR  HIGH  DRUG  COSTS 

Doctors  are  prescribing  more  pills 
S4    IN  BUSINESS  THIS  WEEK 


International  Business 

58    SOUTH  KOREA 

Seoul  needs  to  get  serious  about  reform 
60  BRITAIN 

Reuters:  Are  the  glory  days  over? 
62    COMMENTARY:  DAIMLER 

A-Class  damage  conti'ol  at  Mercedes 
64    INTERNATIONAL  OUTLOOK 

U.S.  Mitleast  ])olicy  is  wobbly 


33 


Economic  Analysis 


28    ECONOMIC  VIEWPOINT 

Robeits:  A  new  menace  to  ft-ee  trade 
32    ECONOMIC  TRENDS 

Insider  trading  hurts  mei'gers,  juvenile 
crime,  gendei-  gaji  in  the  boardroom 
BUSINESS  OUTLOOK 

The  markets  have  the  Fed  standing  pat 


Government 


57    WASHINGTON  OUTLOOK 

Keeping  tile  "new"  in  New  Democrat 
88    THE  WAR  ON  FAT  AT  PENTAGON  INC. 

Can  Cohen  run  the  militarv  efficiently? 


BUSINESS  WEEK  ONLINE:  Internet:  www.businessweek.com  America  Online:  Keyword:  BW 


People 


66    RUSSIA'S  MOST  POWERFUL  MAr 

Meet  supermogiil  Vladimir  rnt;. 

Media 

74    LET  THE  SET-TOP  WARS  BEGIN 

Rival  systems  will  \  ie  for  const 

The  Corporation 

82    WILL  THESE  BLOOD  TYPES  MIX? 

PhyCor's  and  MedPartners'  sty 

Science  &  Technology 

96    COMMENTARY:  AMERICAN  HEARlil 

The  gi'oup  is  selling  its  soul 


Marketing 


105    MMM!  CEREAL  FOR  DINNER 

The  industry  pitches  products  f 


Finance 


156  THE  BUY-AND-HOLD  INVESTOR  O'N 

When  the  market  tanked,  a  lot  -i 
money  moved  in  and  out  of  sto(>^ 

157  401(K)  AID  FOR  THE  MASSES 

Tailored  investment  advice,  onh 


4  BUSINESS  WEEK  /  NOVEMBER  24,  1997 


ANNUAL  TECHNOLOGY  BUYING  GUID] 


OFF- 
TRACK 
The  U.  S. 

push  for  free 
trade  may  be 
losing  steam 

page  36 


[NG  A  GREEN  WALL 

onment-minded 
anies  can't  go  as  far 
ly'dlike  pageiso 

TARNISHED  FOR  ALL  TIME? 

I's  demise — and  huge  state 
care  off  the  bugs 
O  FUNDS:  NO  PANIC  YET 
)tions  rose  after  the  meltdowns, 
'8  has  been  no  mass  exodus 
lAWKS  START  TO  DRAW  BLOOD 
raising  irksome  questions  about 
3  capital-raising 
WALL  STREET 

MENT  FIGURES  OF  THE  WEEK 

onment 

r  EASY  BEING  GREEN 

[mentally  committed  companies 
nes  that  want  to  be  completely 
—may  be  hitting  a  wall 

ires 

tS  REPORT 

;TI0NS  &  CLARIFICATIONS 

:  The  Slave  Dxide 
5S  WEEK  INDEX 
'O  COMPANIES 
lALS 


EXECUTIVE  POWER  TOOLS 


The  latest 
gadgetry 
that  will 
turbocharge 
the  mobile 
executive  pageiu 


Introduction 


112    COOL  NEW  POWER  TOOLS 


Laptops 


114    A  LAPTOP  FOR  EVERY  LAP 

They're  more  versatile  than  ever 


Wireless 


120  LOST  IN  THE  PHONE  ZONE? 

The  latest  mi  cellular,  I'l  s.  and  more 

121  AND  NOW— CORDLESS  'NET  PHONES' 
Now  you  can  go  online,  anywhere 

122  NOT  JUST  FOR  PAGING  ANYMORE 
Pagers  now  handle  multiple  tasks 

124    SMALL  IS  DANDY ...  UP  TO  A  POINT 

Handheld  computer's  will  do  in  a  pinch 

128    E-MAIL,  FREE-MAIL,  AND  BEYOND 

Progi'ams  that  soi't  and  forward  mail 


Desktops 


130  THESE  BABIES  MEAN  BUSINESS 

Picking  the  right  office  desktop 

131  WAIT!  DONT  BUY  THAT  PC 
Suddenly,  leasing  is  back 
'CHAMPION  OF  EXECUTIVE  COMPUTING' 

David  Pottruck  is  wired  to  the  max 


132 


134    BIG  VALUE  FOR  SMALL  BUSINESS 

Powerful  systems  that  won't  break  you 
136    A  HOME  PC  FOR  YOUR  POCKETBOOK 

The  stores  are  flooded  with  real  deals 
136    SUPER  PROGRAMS  FOR  SMALL  FRY 

Networlving  software  foi'  small  business 
140    READING,  WRITING,  AND  RIVEN 

Software  for  the  whole  family 


Imaging 


142  THE  PRINTER  DILEMMA:  HOW  FANCY? 

Think  about  what  you  really  need 

143  SCANNERS  GET  SLEEKER 

These  machines  fit  desk  and  budget 
146    DIGITAL  CAMERAS  COME  OF  AGE 

They're  gi'atifyingly  easy  to  use 
148    SPINNING  WEB  IMAGES  INTO  GOLD 

f;eall(jr  Ira  Serkes  has  a  way  with  \ideo 


Cyberspace 


ISO    ALL  ROADS  LEAD  TO  THE  WEB 

What's  the  best  Internet  on-ramp? 
152    ARE  YOU  READY  TO  BE  PUSHED? 

Getting  only  the  Web  info  you  want 
154    FROM  SOUP  TO  SHRINKS,  ONLINE 

The  most  useful  sites  on  the  Web 


BUSINESS  WEEK  /  NOVEMBER  24.  1997  5 


p  Front 


EDITED  BY  LARRY  LIGHT  &  ROBERT  McNATT 
INFLUENCE  PEDDLERS 

MORE  THAW  ONE  WAY  TO  SKIN  BIG  TOBACCO 

THE  TWO  MAIN  FACTIONS  IN 

the  tobacco-control  communi- 
ty have  come  out  into  the 
open.  Hard-liners  are  setting 
up  a  lobbying  gi'oup  to  bal- 
ance a  powerful  alliance  of 
public-health  organizations 
that  favors  a  national  settle- 
ment with  the  to- 
bacco industiy. 

The  hard-line 
group  opposes  a 
central  element  of 
the  deal:  legal  im- 
munity for  tobac- 
co companies.  The 
rival  alliance  only 
wants  to  toughen 
some  of  the  deal's 
provisions.  But 
both  concede  that  they  risk 
diminishing  the  antitobacco 
movement's  clout.  Antitobac- 
co lawmakers  such  as  Rep- 
resentative Henry  Waxman 
(D-Calif.)  worry  that  the  ac- 
tivists' split  is  counterpro- 
ductive as  Congress  begins 
considering  the  deal.  Both 
sides  aim  to  lobby  members 
of  Congress  at  home  during 


HUMPHREY:  No  deals 


the  upcoming  hohday  recess. 

The  hard-line  group,  which 
calls  itself  the  National  Tobac- 
co Control  Coalition,  thinks 
that  antitobacco  forces  should 
not  make  compromises  with 
Big  Tobacco.  The  coahtion  is 
being  set  up  by  Minnesota  At- 
torney General 
Hubert  Humplirey 
HI,  the  American 
Lung  Assn.,  and  a 
host  of  other  anti- 
smoking  organiza- 
tions  such  as 
SmokeFree  Penn- 
sylvania. 

Their  rivals, 
called  Effective 
National  Action  to 
Control  Tobacco  (enact),  set 
up  shop  in  October  to  push 
Congress  into — well,  enacting 
a  deal.  Under  enact's  ban- 
ner are  the  American  Med- 
ical Assn.,  the  American 
Cancer  Society,  and  the  Cam- 
paign for  Tobacco-Free  Kids. 
The  ENACT  crowd  feels  the 
other  side  is  well-meaning 
but  unrealistic.    John  Caret/ 


CAR  TALK 


SMOOTHER  ROAD 
IN  THE  PHILIPPINES? 


COMPANY  INSIDERS  SAY  FORD 

will  announce  plans  in  early 
1998  to  build  a  $200  million 
assembly  plant  near  Manila, 
in  the  Philippines — its  first 
project  there  since  it  aban- 
doned the  mai-ket  in  1984.  The 
])roject  will  [probably  be  un- 


JEEPNEY:  How  about  a  I' 


dertaken  with  paitiaOy  owned 
Mazda  and  will  make  com- 
pacts to  compete  against  the 
market-leading  Toyotas.  Ford 
hopes  its  cai-s  become  as  ubiq- 
uitous as  the  indigenous  "jeep- 
neys" — the  mass-transit  jeep- 
and-jitney-bus  hybrids.  Ford 
thinks  a  tough  economy,  which 
has  recently  dampened  auto 
sales,  will  improve  by  the  time 
the  plant  is  built. 

Meanwhile,  rival  (JM  is  con- 
sidering a  new  tr-ansmission 
factory  in  the  Philippines  to 
supply  assembly  plants  under 
constinction  in  Thailand  and 
China,  says  Donald  Sullivan, 
president  of  OM-Asia.  cm  also 
left  the  Philippines  in  the 
mid-1980s — and  both  compa- 
nies are  determined  not  to 
cede  Pacific  Rim  markets 
again.  Keith  Naughton 


TALK  SHOW 


itWe're  coming  after  you,  buddy. 5' 


— Apple  Computer's  acting  chief,  Steve  Jobs,  announcing  a 
direct-sales  scheme  thai  will  challenge  Michael  Dell 


THE  DEAL  MILL 

A  NEW  SPIN  ON 
TAX-FREE  SPIN-OFFS 

LAST     SUMMER,  CONGRESS 

banned  one  of  Corporate 
America's  favorite  dealmak- 
ing  methods,  condemning  it 
as  a  tax  dodge.  Called  a  Mor- 
ris Trust,  this  practice  al- 
lowed a  parent  company  to 
avoid  the  iRS  when  it  sold  an 
unwanted  division.  The  par- 
ent's shareholders  got  the  ac- 
quirer's stock  as  payment. 
Since  no  cash  changed  hands, 
the  transaction  was  tax-free. 

Tin-ns  out  the  ban  has  a 
loophole,  which  at  least  two 
companies  are  now  using 
The  buyer  has  to  grant 
the  divesting  company's 
shareholders  so  much 
stock  that  they  end 
up  controlling  more 
than  50%  of  the  ac 
quiring  company. 

Consider  nursing- 
home  operator  Beverly 
Enterprises'  planned  trans 
fer  of  its  Pharmacy  Corpo 


ration  of  America  to  Capi^nt 
Pharmacy  Services.  Be^'r' 
shareholders  will  own  57  ^ 
Capstone.  And  once  ^ 
Grace  spins  off  its  packfi' 
operation  to  Sealed  Air,  ; 
er  of  Bubble  Wrap, 
shareholders  will  control ; 
of  Sealed  Air. 

Tax  experts  such  as 
man  Brothers'  Robei-t 
lens  expect  more  of  t 
deals  as  word  gets  arc 
The  downside  for  the  bu  >' 
shareholders  is  their  st: 
ai'e  diluted.  The  upside:  'i 
own  stock  in  a  presume 
more  valuable  company. 


HONCHOS 


JEEZ,  BILL,  YOU  CAN'T  LIVE  ON  THAT 


MICROSOFT  CHAIRMAN  BILL 
Gates  may  be  the  world's 
richest  person — but  he's  still 
not  the  best-paid  guy  at  his 
own  company.  According  to 
the  latest  proxy.  Chief  Op- 
erating Officer  Robert  Her- 
bold  banked  $1.2  million  a 
year  in  salary  and  bonus, 
while  Bernard 
Vergnes,  presi- 
dent of  Micros(.)ft 
Europe,  pulU'd 
down  $714,000. 
Gates,  by  con- 
trast, pocketed 
just  $591,000  in 
salary  and  bonus. 

The    boss,  in 
fact,  hasn't  been  GATES:  A^o 
the  highest-paid 
employee  there  for  a  while. 
In  1994,  Microsoft  paid  big 
money  to  lure  Herbold  away 
fi"om  Procter  &  Gamble — af- 


when 


ter  25  years  there.  His  i- 
1997  paycheck  inclus' 
$250,000  of  his  signing  hex 
His  full  bonus  tru 
$673,000.  And  Vergnes,  >. 
ued  for  building  the  E"o 
pean  operation,  outeaif 
Gates  as  far  back  as  1> 
made  40%  n| 
than  his  boss. 

But  with 
Microsoft  st| 
worth  $35  bil 
Chairman 
needn't  suffer  1 
pay  envy.  "Ef' 
year.  Bill  appn; 
all  the  execui 
salary  increai 
says  Mike  M- 

  Microsoft's  v 

president   for  human 
sources.  "The  only  peij)! 
he  has  ever  said  no  to 
himself."  Steve  Ha 


lu  pay 
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Taste  the  warmth 

of  fine  cognac 
blended  with  the 
sm6oth  pleasure  of 

\ 

A  LEGENDARY  LIQUEUR. 


Up  Front 


WAR  &  v;  TIPS 


ROBERT  E.  LEE  AS  10-MINUTE  MANAGER 


WAR    AND    BUSINESS  HAVE 

much  in  common — strate- 
gies, winners,  losers.  Now 
the  Battle  of  Gettysburg  is 
getting  attention  in  execu- 
tive education  circles 
as  students  tromp 
the  Pennsylvania 
battlefield. 

Tigrett,  a  con- 
sulting firm  in 
Alexandria,  Va., 
which  has  run 
Gettysburg 
seminars  since 
1989   for  the 
likes    of  MCI 
Communications, 
now  holds  six  an 
nually.  Wliaiton  is  m 
its  fourth  year  of- 
fering one  every  FALLIBLE  / 
spring  for  execs. 
And  Johns  Hopkins'  business 
department  just  added  a 
Gettysburg  section  to  its 
strategic  planning  course. 

One  lesson  drawTi  fr'om  the 


1863  battle  is  the  need  for 
clear  communication.  Robert 
E.  Lee,  not  feehng  well,  did 
not  get  his  wishes  across  to 
some  commanders,  with  un- 
happy results.  But 
Tigrett's  three-day 
seminar  points 
up  the  value  of 
oyalty:  Lee's 
troops  believed 
in  him  so  much 
that  they  were 
willing  to  try 
the  bloody — 
and  unsuccess- 
ful—Pickett's 
Charge. 

Tigi'ett  chai'ges 
ibout  $15,000  for  a 
group  up  to  20. 
Students  also  see 
an  Abe  Lincoln  im- 
personator show  how  his  vi- 
sion and  oratory  focused 
Union  forces  throughout  the 
Civil  War.  Tlwnias  BarUett 
and  Mary  Beth  Regan 


n  battle 


PRODUCT  PEEK 

A  MOUSE  WITH 
FEELING  

ALMOST   TWO   YEARS  AGO, 

mighty  Microsoft  found 
itself  spurned  when  it 
offered  to  buy  a  Silicon  Val- 
ley outfit  called 
I  m  m  e  r  - 


PAD 
AND  PAL 


si  on,  which  is 
in  direct  competition 
with  the  giant  in  the  $1  billion 
PC  joystick  market.  Immer- 
sion's "force  feedback"  tech- 
nology lets  PC  gamers  feel  the 
jolts  through  their  joysticks 
as  their  cars  crash  and  can- 
nons fire. 


But  on  Nov.  17,  Immersion 
plans  to  unveil  the  real  rea- 
son its  president,  Louis 
Rosenberg,  held  out:  the 
FEELit  mouse.  Actually  a 
mouse  connected  to  a  me- 
chanics-filled mousepad,  FEEL- 
it enables  you  to  virtually 
"bump"  into  the  edge  of  the 
screen  and  "feel"  those  tiny, 
evasive  icons  and  buttons, 
making  finding  and  clicking 
on  them  easier. 

Any  mouse  based  on 
the  FEELit  technolo- 
gy will  work  with 
Microsoft's  Windows 
9.5  and  Internet  Ex- 
plorer Since  so  many 
PCs  use  both  products, 
Rosenberg  is  convinced 
software  developers  will 
make  their  wares  compatible. 
The  company,  which  includes 
Intel  among  its  investors,  has 
yet  to  sign  up  any  FEELit  li- 
censees. Immersion  aims  to 
chai-ge  them  about  $15  to  $20 
per  unit  for  the  software 
technology.      Peter  Burrmm 


DRAWN  &  QUARTERED 


TINSELTOWN 

MAYBE  NOBODY  DOES 
READ  THE  REVIEWS 

WHO    CARES    WHAT  GENE 

Siskel  and  Roger  Ebert 
think?  An  old  Hollywood  saw 
is  that  movie  critics  are  out 
of  sync  with  the  ticket-buy- 
ing public.  Con- 
sider L.  A.  Confi- 
dential, a  police 
drama  set  in  the 
1950s  starring 
Kim  Basinger 
and  Kevin 
Spacey.  All  the 
reviewers'  talk 
about  Oscar-level 
performances  SO?  Siskel 
and  four- star 


quality  didn't  matter  at  the 
box  office,  where  the  film 
noir  has  thus  far  bagged  a 
so-so  $33  million. 

Now,  an  academic  study 
confirms  that  critics  don't 
make  much  difference  re- 


garding ticket  sales. 
^^Tiarton  professors,  JehoJ 
Eliashberg  and  Stef 
Shugan,  examined  what  I 
critics  said  about  35  flicks! 
leased  in  1991  and  early  ll 
They  found  no  correlation] 
tween  how  well  a  movie 
forms  and  its  critical  red 
tion,  good  or  bad. 

A  prominl 
example  is  Rq 
Hood:  Princ4^ 
Thieves.  Half 
reviews  w| 
pans,  but 
Kevin  Costl 
movie  sold  a  I 
spectable 
million  in  tickl 
Still,  the  stJ 
finds  that  crij 
and  the  pubUc  aren't  alwl 
out  of  step.  Some  three-qiP 
ters  of  the  reviews  for  k 
biggest  bomb  in  the  stvjf 
Bruce  Willis'  megabudit 
H  u  dson    Ha  iv  k  ,    w  ei* 
negative.        Roy  FurchM 


and  Ebert 


THE  BIG  PICTURE 


GOOD  JOB!  Raises  aren't  the  only  way  to  keep 
employees  happy.  Companies  are  discovering  that 
practices  such  as  allowing  flexible  work 
schedules  help,  too — ^with  less 
impact  on  the  bottom  line. 

COMPANIES  OFFERING: 


RECOGNITION  AWARDS 


WELLNESS  PROGRAMS 


TELECOMMUTING 


SURVEY  OF  1.600 
LARGE  AND  MID- 
SIZE COMPANIES 


0  15  30 

►  PERCENT 

DATA  WIILIAMH  MERCER  INC 


FOOTNOTES  Worldwide  personal-computer  shipments:  1992,  37  million;  1997  (estimated),  80  million 
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From  the  moment  the  first  Eldorado  spun  tires  on  pavement, 
its  combination  of  power,  luxury  and  unique  style  has  gripped 
the  American  imagination  like  no  other  car.  Now  we'd  like  to 
introduce  you  to  the  latest  chapter  in  our  long-running  love 
affair  with  the  open  road — the  1998  Eldorado  Touring  Coupe 
with  the  Northstar  System. 

It  features  the  scenery-blurring  rush  of  a  300-horsepower 
V8.  The  astonishing  handling  advantages  of  StabiliTrak.  The 
sensual  elegance  of  soft  leather  and  Zebrano  wood.  And  an 
indelible  style  that  won't  be  mistaken  for  anything  else. 

Eldorado.  The  American  original.  For  the  special  few 
with  an  independent  streak  of  their  own. 

Eldorado 

Live  Without  I_imits,„ 


e-business 


itiM  SnlLilionslot  a  ^rnall  iJlanftt  ^itidltifi  i^-dusinesslogo  are  tMiJ(;m<itks  ol  lntr;rnation.)l  business  MdiUms  Corpm^iion  ifi  tht;  Urnled  Slates  drid/of  ulher  couiilries  Olher  company,  pfoducldtid  service  names  may  be  Irademarks  or  service  marks  ot  tjlheis  ^©1997 IBMC 


WHAT'S  THE  DIFFERENCE  BETWEEN  A  LITTLE 
KID  WITH  A  WEB  SITE  AND  A  MAJOR  CORPORATION 
WITH  ONE?  NOTHING.  THAT'S  THE  PROBLEM. 


Building  a  piil)li.shing-only  Web  sit(^  is  the  first  strp  to  Itccoming;  an 
e-business.  A  step  that  most  businesses  (and  a  lot  ol  little  kids)  have  already  taken. 
That  s  fine  as  far  as  it  goes  -  it  s  a  very  cost-elfieient  way  to  distribute  l)asic  inlorniation. 

But  the  real  payolT  (lor  businesses,  at  least)  comes  with  ste[)s  two  and  three. 
Step  two  is  moving  to  "self-service"  Web  sites  -  where  customers  can  do  tilings  like 
check  the  status  ol  an  account  or  trace  a  package  online. 

Step  three  is  moving  to  transaction-based  Web  sites  -  not  just  buying  and 
selling,  but  all  processes  that  require  a  dynamic  and  int(Macti\e  How  ol  inlormation. 

IBM  has  already  helped  thousands  of  companies  use  the  Web  to  make  the 
leap  from  being  a  business  with  a  Web  site  to  being  an  e-business  -  piitlinii  their  core 
processes  online  to  improve  service,  cut  costs  or  to  actually  sell  things. 

For  example,  we  hel|)e{|  Charl(^s  Schwab  Web-enable  their  brokerage  sv^tems 
for  online  trading  and  customer  service.  Since  opening.  Schuab'>  Web  service  has 
generated  over  one  million  online  accounts  totaling  over  $(>8  billion  in  assets. 

e-business  economics  are  compelling.  According  to  a  receiil  Hoo/,-Allen  & 
Hamilton  study,  a  traditional  bank  transaction  costs  $1.07:  the  same  transaction  over 
the  Web  costs  about  U.  A  traditional  airline  ticket  costs  $<S  to  process:  an  e-tieket  costs 
just  $1.  Customers  love  the  convenience:  management  loves  the  lower  costs. 

IBM  solutions  have  already  hel|)ed  thousands  of  businesses  become 
e-businesses.  To  find  out  how  IBM  can  help  you  do  the  same,  bookmark 
wwvv.ibm. com/e-business  or  call  us  today  at  I  HOG  IBM  7080.  extension  NC.':52. 


Solutions  for  a  small  planet' 
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TECHNOLOGY  ALONE 

WON'T  HOLD  OIL  PRICES  DOWN 

We  share  your  optimism  about  tech- 
nology's revokitionary  impact  on  the  oil 
industry  ("The  new  economics  of  oil," 
Cover  Story,  Nov.  3).  It  has  substan- 
tially lowered  the  costs  associated  with 
both  finding  and  producing  cmde  oil  re- 
serves, and  it  is  likely  to  continue  to 
do  so,  in  addition  to  adding  dramatical- 
ly to  the  world's  proven  oil  reserves. 

While  revolutionaiy,  teclmology  should 
not,  however,  be  seen  as  the  panacea 
that  will  hold  oil  prices  in  check  all  by  it- 
self as  we  enter  the  21st  century.  The 
supply  and  cost  of  cioide  oil  and  petro- 
leum products  will  remain  volatile,  with 
a  bias  to  the  upside.  In  a  just-in-time  en- 
vironment, both  public  and  private  inte- 
gi-ated  oil  companies  are  unlikely  to  tie 
up  capital  on  siu'plus  inventories  and  in- 
vestments in  spare  refining  and  j^roduc- 
tion  capacity.  In  a  world  of  rising  de- 
mand, this  will  result  in  little  or  no 
inventory  cushion  to  insulate  markets 
from  the  occurrence  of  inevitable  and 
unforeseen  surprises  that  are  endemic 
in  a  commodity  business. 

No  one  can  say  for  sure  what  the 
prices  of  crude  oil  and  refined  petroleum 


products  will  be  in  the  future,  bul.w 
don't  expect  the  current  ti'end  of  e; 
price  deflation  to  continue  in  the  \\k 
of  rising  demand  and  tighter  availal 
ties  of  refined  products,  especially  i 
world  prone  to  both  economic  n 
geopolitical  surprises.  In  the  end,.] 
petroleum  business  vdll  continue  t  b 
seen  for  what  it  is — a  commodity  1b 
ness,  even  with  the  deploymen^a 
gi'eater  amounts  of  technology. 

John  H.  Lichtja 
Chaiii® 
Lawi-ence  J.  Goid.-  . 

PlVMi 

Alan  M.  i It- 
Manager,  Business  Develni'; 

PIRA  Energy  » ii, 
New 

As  I  read  yoiu-  piece,  I  kept  thir 
that  thei'e  must  be  some  kind  of 
law  of  economics  and  technology: 
investment  in  a  technology  attract! 
vestment  in  the  refmement  of  that  t 
nology,  resulting  in  greater  investr 
and  enti'enchment  of  the  technology 
the  industry  built  on  it. 

The  other  prime  example  is 
course,  the  intenial  combustion  enj 
Nothing  could  make  more  sense  fo 


CORRECTIONS  &  CLARIFICATIONS 

"The  world  on  a  CD-ROM?"  (Technology  &  You, 
Nov.  10)  erred  in  saying  that  the  World  Book 
98  Deluxe  CD-ROM  does  not  allow  cutting  and 
pasting  of  text.  The  World  Book  edit  menu 
allows  text  to  be  copied  into  the  Windows 
clipboard. 


"Fed  'cops'  may  want  a  rate  hike"  (Up  Front, 
Nov.  10)  misstated  the  New  York  Federal 
Reserve's  position  on  a  drive  to  unionize  its 
security  guards.  The  Fed  does  not  argue  that 
guards  lack  full  police  powers  and  therefore 
don't  deserve  higher  pay.  Also,  the  article 
should  have  said  that  management  believes 
Fed  workers  can't  collectively  bargain  over 
pay  because  they  aren't  covered  by  the 
National  Labor  Relations  Act.  Oct.  30  was  the 
deadline  for  workers  to  file  petitions  asking 
for  a  vote,  not  the  date  of  the  vote. 


"Michael  Dell's  estate  of  shock,"  (Up  Fro 
Oct.  27)  should  have  saia  the  house 
Microsoft  Inc.  Chairman  William  H.  Gates 
is  in  King  County,  Wash.,  not  Cook  Count 


Saga  of  a  cyber  debacle"  (Enterprise,  Se  H 
1,  in  some  editions)  misspelled  the  name 
Masaru  Murai,  the  chairman  of  Comp 
Japan.  Also,  the  reference  to  "American  ins 
ance  Group"  should  have  been  Americlfe'v 
International  Group.  |r,ii 

"Rush  to  China"(lnternational  Busine 
Oct.  13)  was  incorrect  in  reporting  that  t 
companies.  Want  Want  Holdings  and  Hu 
Hsin  Holdings  Ltd.,  launched  their  initial  pi  »«s 
lie  offerings  on  the  Hong  Kong  stock  mark 
These  offerings  were  on  the  Stock  Exchan 
of  Singapore.  ^j. 
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lONOMAT  GT 

oped  in  tandem  with  Italy's  crack 
?  Tricolori  aerobatics  team,  the 
lOMAT  is  now  available  in  a  GT  (tor 
i  Totalizer)  version,  with  its  un- 
kable  precision-instrument  dial 

selfwinding  chronographs,  the 
TOMAT  is  surely  the  most  univer- 
popular,  cutting  through  time  at 
)  capture  and  measure  the  instant 
ciently  as  the  fabled  delta-winged 
'rde. 

AUTHORIZED  BREITLING  AGENT: 


J  I   \X  1   I   I   K  S 

14006  Rivtriide  Drive,  27  Fashion  Squire 
Sherman  Oaks,  CA  9142!  *  (818)  986-2240 


^  CATALOG  PLEASE  CALL  800/64 1  73  43 


Mechanical  chronograph 

Designed  for  the  implacable  world 
of  air  combat,  the  Ciironomat 
counts  and  displays  all  time  spans 
from  '/5  of  a  second  to  12  hours, 
providing  intermediate  and  cumu- 
lative flying  times.  Its  rider-tab 
rotating  bezel  also  doubles  as  a 
practical,  at-a-glance  visual  guide. 
Water-resistant  to  100m  (330  feet), 
its  case  comes  in  steel,  two-tone 
finish,  steel  and  gold  or  solid  ISK 
yellow  or  white  gold,  fitted  with  the 
Brkitlini,  bracelet  ot  your  choice. 


U.S.  AIR  FORCE  1 

i 
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JSTRUMENTS    FOR  PROFESSIONALS 


FIXING     HEALTH      CARE  ISN'T 
EXACTLY     BRAIN  SURGERY. 
(if     only     it     WERE     THAT  EASY 


About  the  only  aspect  of  the  health  care  debate  any  two  people  might  agree  on  is  that 
the  system  needs  work.  Some  might  say  considerable  work.  That  said,  we'd  like  to  weigh 
in  with  a  few  ideas  of  our  own  since  we're  actually  in  the  position  to  do  something  about 
it.  ■  First  of  all.  the  paramount  focus  of  health  care  must  be  ([uality.  it  should  be  the  only 
reason  we're  in  this  business-to  help  raise  the  quality  of  care  not  just  for  our  members, 
but  for  all  Americans.  Which  is  why  we're  working  to  enable  a  level  ol  health  care  never 
available  under  the  old  lee-for-service  systeiTi.  ■  Ol  course,  we  can  t  do  this  alone. 
So  we're  joining  with  academic  medicine  to  make  the  system  better.  That's  the  reason  we've 
pioneered  and  allocated  $15  million  to  fund  the  Academic  Medicine  and  Managed 
Care  Forum.  An  ongoing  gathering  of  our  experts,  and  those  from  more  than  30  ol  the 
nation's  leading  universities  and  teaching  hos|)ilals.  hu  billing  Johns  Ho|)kins.  Yale, 
Emory,  Baylor  and  Stanford.  Together,  we're  seeking  new  ways  to  reach  out  and  help 
make  sure  patients  get  the  health  care  thev  need.  ■  Already,  we  send  timely  reminders 
that  encourage  members  to  see  tlieir  doctors  for  immunizations  lo  prevent  illness  and 
to  get  screenings  that  help  physicians  diagnose  disease  earlv  enough  to  do  something 
about  it.  If  at  first  thev  rion't  respond,  we  remind  and  remind  again,  .lust  otic  residt  is  a 
significant  leduction  in  late-stage  breast  cancer.  ■  To  better  manage  (dironic  diseases, 
we've  created  outreach  efforts  that  have  reduced  asthma  emergencies  60%,  promoted 
eyesight-saving  laser  therapy  for  diabetics  and  imjiroved  the  cpiality  of  life  for  people 
with  congestive  heart  failure.  ■  In  case  of  rare  illness,  our  National  Medical  Excellence 
Program"  assigns  a  nurse  case  manager  who  coordinates  access  to  some  of  the  nation's 
leading  specialists  and  hospitals,  when  appropriate  care  is  not  available  locally.  It's  our 
policy  and  it  should  be  everyone's.  ■  Frankly,  there's  more  work  to  l)e  done.  And  with 
the  stakes  so  high,  we're  obligating  ourselves  to  do  more  than  our  share  of  it.  Because  no 
matter  how  complex,  it  has  never  been  our  policy  to  turn  our  back  on  a 
problem.  Whether  it's  that  of  a  patient,  or  ol  an  entire  health  care  system.  US  HGalthcarS 
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industry  than  to  invest  in  technology 
that  preserves  its  accumulated  assets 
and  market  share.  Lacking  that  invest- 
ment, fundamentally  different  and 
threatening  technologies  remain  experi- 
mental, not  yet  competitive,  something 
that  could  be  in  our  futm-e.  Or,  j^erhaps, 
just  out  of  reach — capital-malnourished. 

Mark  Braly 
Davis,  Calif. 

ASIA'S  CRISIS: 

PLUS  QA  CHANGE...  

Does  the  Asian  currency  crisis  re- 
mind anyone  of  the  collapse  of  the  Bret- 
ton  Woods  agi'eement  in  the  early  '70s? 
("How  bad  can  it  get?"  International 
Business,  Oct.  27).  Remember,  at  that 
time  European  currencies  were  getting 
battered  because  of  their  links  to  an 
overvalued  U.  S.  dollar.  Measures  to 
support  these  cui'rencies  were  a  drag 
on  the  underlying  economies.  Some 
countries  devalued  by  occasional  ad- 
justments to  their  trading  band,  creating 
the  "crawling  peg."  Later,  freely  floating 
currencies  became  the  norm,  but  not 
before  gi'eat  debate  over  the  viability  of 
market-driven  exchange  rates. 

European  countries  had  the  stability 
to  support  floating  exchange  rates,  but  it 
seems  few  Asian  countries  have  reached 
that  level  of  maturity.  Now,  Europe 
seems  to  be  turning  the  clock  back,  this 
time  linking  up  with  the  Deutschemark 
via  the  euro.  The  debate  over  floating 
exchange  rates  continues. 

J.  Laurence  Jones  III 
Chariotte,  N.C. 

IS  A  ROSE-COLORED  OUTLOOK 
DRIVING  THE  MARKET?  

I've  enjoyed  business  week's  fairly 
well  balanced  reporting  on  the  stock 
markets,  but  for  some  time  I  have  no- 
ticed what  appears  to  be  a  generally 
rosy  outlook  in  nearly  every  finance 
journal  or  commentary  pi-esented  by 
"experts"  on  TV.  This  media  bias  has 
created,  I  believe,  a  vastly  ovei-valued 
market  supi)orted  by  a  largely  unin- 
formed public  that  believes  stocks  are 
theii-  salvation  for  not  having  saved  for 
retirement.  The  rosy  outlook  is  some- 
times veiy  noticeable  in  business  week. 

Arne  Austring 
Whetstone,  Ariz. 

HOW  NOT  TO  PROFILE 

WOMEN  EXECUTIVES  

When  profiling  individuals  in  your  ar- 
ticles, it  would  be  ecjuitable,  in  my  mind, 
to  follow  one  format  regardless  of  gen- 


der. In  "The  new  stars  of  finance"  (Spe- 
cial Report,  Oct.  27),  you  profiled  23 
people.  Three  of  them  were  women.  In 
the  wiite-ups  on  the  women,  you  cited 
how  many  children  two  of  them  had, 
and  you  refei-red  to  one  woman's  hus- 
band by  name.  These  facts  were  absent 
for  the  third  woman,  leading  me  to  haz- 
ard a  guess  that  she  has  no  children 
and  may  also  be  single,  or  that  she  re- 
quested her  personal  information  be 
kept  out  of  the  profile.  None  of  the  pro- 
files on  the  20  men  in  the  article  con- 
tained any  reference  to  their  marital  or 
parenthood  status. 

To  me,  the  family  information  was 
incidental,  imi-elated  to  the  focus  of  yoiu' 
ailicle.  I  would  opt  to  leave  it  out  for  all 
the  profiles.  If  most  of  your  readers 
want  to  receive  that  infonnation,  then 
please  include  it  in  all  profiles. 

Mercedes  Seman 
Shelburne,  Vt. 
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The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW, 
To  sign  up  for  BW  on  AOL.  call  (800)  641-4848 
and  mention  Business  Week. 
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Shopping  for  computer  equipment'  Visit  Maven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.maven.businessweek.com 
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OFFICIAL  RULES  -  NO  PURCHASE  ORjDN-LINE  USE  NE 
OPEN  TO  RESIDENTS  OF  THE  US 

I  To  enter  the  Sweepstakes  vu  the  Internet  you  musi  be  an  ATST  World 
member  uuiiitngATSTWorldNet  Service.To  enter  on-line  visit  cheAT&'  (d 
Service  page  on  the  AT&T  website  at  http //wwwaacom/worli  ■ ; 
http.//wwwatLcom/worldnei/wis/index.html  or  u>e  AT&T  WorldNet  St  t 
page  It  hctp/'wwwattnet  from  5/1/97  through  1/28/98-  Over  the  cc  ,< 
Sweepsakes  chere  ma/  be  different  methods  of  on-line  entry  w^  «> 
described  on  che"How  to  Play"  page  Once  you  understand  the  directs 
on  the  "How  to  Play"  page,  you  may  click  on  the  "Registration  Page"  an  rr 
the  official  entry  form  by  filling  in  your  name,  address,  telephone  numbe  I ' 
ID  and  a  lew  survey  quesuons  Once  all  the  game  reouiremencs  are  co  ji 
descnbed  on  the  "How  to  Play"  page)  your  name  will  be  entered  tn  a  w  f . 
ing.a  quaaerly  drawing  and  a  Grand  rnze  drawing  (at  the  end  cf  the  p  pt 
Weekly  Drawings:  On-line  entries  must  be  received  by  1 1  59  p.n  1 
Wednesday  following  the  week  m  which  you  wish  to  be  entered  m  ord  » 
gible  lor  that  week's  drawing  For  example, encnes  must  be  received  b 
EDT  on  Wednesday.  May  7, 1997  to  be  eligible  for  the  first  week's  draw  » 
entnes  received  by  1 1  59  pm  EST  on  Wednesday,  januarv  28,  1998  wil  6- 
m  the  final  weekly  drawing,  the  final  quarterly  drawing  ana  the  Grand  Pi  r 
Quarterty  Drawincs.  On-line  entnes  must  be  received  by  1 1  59  p  f' 
Wpdnesday.July  30.  IW  to  be  eligible  for  the  first  quanerly  drawing  On-line  t 
be  received  between  l2.-00im  EDT  onT)iur^day,July  31,  1997  and  1159  I 
Wednesday,  October  29, 1997  to  be  eligible  for  trie  second  quanerfy  dm  C 
entnes  must  be  npce-ved  between  IZOOim  EST  on  Thursdav.Oaober  30,19  t 
pm  EST  on  Wednesday.Januarv  28, 1998  to  be  eligible  lor  tne  final  quaaeH)  v 
Grand  Prize  Drawing:  All  on-line  entnes  received  between  1200  ;  t- 
Thursday.May  I.i997  and  II  S9pm  EST  on Wednesday.january  28, 199  |- 
gible  for  [he  Grand  Pnze  drawing 

Limit  one  on-line  entry  per  person  per  dav  Normal  Internet  access  and  u  c 
imposed  by  AT&T  WorldNet  Service  will  apply  Loal,  long  distance  or  i 
charge  to  reach  AT&T  WorldNet  Service  and  any  additional  access  charges  v- 
may  De  imposed  on  members  or  on  AT&T  WorldNet  Service  may  also  i 
usage  If  you  are  not  an  AT&T  WorldNet  Service  member  and  wish  to  sl  > 
ATST  at  httpy/download  attnei  and  follow  mstrxjctions  to  downloat 
WorfdNet  Service  software  or  all  I  -800  WORLDNET  to  order  free  AT&  r 
Service  sofiware  If  you  do  not  wish  to  enter  on-line,  or  if  you  a,-e  n  i 
WorldNet  Service  member  and  you  do  not  wish  to  subscribe,  you  may  ei  ^■ 
ing  in  a  separate  envelope  a  plain  piece  of  paper  on  which  you  hive  pnntec  f 
complete  address.  Zip  Code,  telephone  number,  e-mail  address  (if  applicat 
words  "Travel  the  World  Sweepstakes  with  AT&T  WorldNet  Service '  to  Ik 
WORLD  SWEEPSTAKES,  P O  Bo«  7296,  Melvilie,  NY  1 1 775-7296  There 
drawings  between  5/1/97  and  1/28/98  from  among  all  on-lme/paper  entnesiiA 
each  week  three  quarterly  drwings  and  one  Grand  Pnze  drawing  at  che 
motion  from  among  all  entnes  recerved  Enter  as  often  as  you  wish  by 
paper  entry  must  be  mailed  separately,  be  postmarked  by  the  Wednesday 
week  in  wnich  you  wish  to  be  entered  and  received  no  later  than 
postmarf<  date  All  paper  entnes  received  wi)I  be  entered  m  the  w 
drawings  that  con^spond  to  dieir  postmarks.  Paper  entnes  postmarkecft 
)uty  30, 1997  and  received  by  August  6, 1997  will  be  eligible  for  the  first  qu; 
mg  and  the  Grand  Pnze  drawing  Paper  entnes  postmarked  between  juw 
Oaober  29,  1997  and  received  by  November  5.  1997  will  be  eligible  for 

SiarteHy  drawing  and  die  Gr^d  Pnze  drawing  Paper  entnes  postmark 
aober  30,  1997  and  |?.nuary  28,  1998  and  receivecl  by  Febnjary  4, 1998  fa 
ble  for  the  final  quarterly  drawing  and  the  Grand  Pnze  drawing  MechanJ 
duced  paper  entnes  will  not  be  accepted  Sweepstake;  ends  1/28/98  j 
2.  Grand  Prize  (I): A  trip  for  two  arouna  the  worid-  Includes  firp 
transportation  on  Singapore  Airlines,  Swissair  and  Delta  Air  Lnesfi^ 
from  the  Delta  Air  Lines  gatew^  closest  to  the  winner's  homt  - 
France,  Zurich,  Switferiand.  IstanDul,  Turkey,  Singapore  and  DenW 
returning  to  U  S-  city  from  which  the  winner  departed;  hotel  ac^n 
tions  (double  occupancy),  round-trip  transfers  fcletween  airport  I  ■ 
private  sightseeing  tour^.  continental  breakfast  in  Pans,  buffet  bih 
Switzerland,  one  lunch  and  one  dinner  in  Bali,  a  five-piece  set  of  lir 
Belting  Leather  Luggage,  including  two  suitcases,  two  outing  ba|li: 
pamienl  bag,  $20,000  spending  allowance  and  travel  insurance-  /i.' 
Value  $70. 978),  Quartertv  Pnzes  (J  ■  I  awarded  every  three  mo'tf 
Quarter  Prize:  An  I  l-nignt  Hawaiian  Holiday  for  four  with  visit^t' 
Maui  and  Kauai  Includes  rojnd-tnp  economy  class  air  transport^ 
the  major  ainwrl  closest  to  the  winner's  home,  transfers  betwe^ 
and  hotel,  hotel  accommodations  (two  rooms),  inter-island  a 
rental  (not  including  tax,  gas  or  optional  insurance  and  damageH 
$4,400  meal  allowance  and  travel  insurance  (Est  Retail  VaJuJ 
Second  Quarter  Ptize:  A  one-week  tnp  for  two  to  Nagano, Japar 
the  XVIII  Olympic  Winter  Games.  Includes  round-trip  coach  clas 
air  transportation  to  Los  Angeles,  CA,  frtim  a  major  airport  n 
ner's  home,  round-tnp  economy  class  international  airfare  befl 
Angeles  and  Tokyo,  airport  transfers,  round-tnp  surface  i 
between  Tokyo  and  Nagano,  hotel  accommodations  (twin 
p,incy),full  breakfast  daily  in  Nagano,  guaranteed  Olympics  tickets  I 
events,  including  the  Opening  Ceremonies,  transjjortation  to  t 
(Est RetailValue  $l8,50{I);Third  Quarter  PrizeiAn  Afncan  Safari  jhr 
Kenya.  Includes  round-tnp  economy  class  air  transportation  froi  I* 
airport  closest  to  winner's  home  and  New  York,  round-trip  businf  |R! 
transportation  from  New  York  to  Nairobi,  eight-night  hotel  ac<  BV 
tions  (double  occupancy),  guided,  chauffeured  tours  and  gam  B, 
meals,  all  game  park  entrance  tees  and  travel  insurance  (Est  R  ife 
$Z3.788);V^ektyfViies(190-  1 0  awanJed  each  week);To  see  wtiichpra  fir 
awarrled  for  that  week,  go  to  the  home  page  at  http://www.worlonet  |R 
http://www.attcom'woridnet/wis/inde)i  html  and  follow  tJie  navi^  jf 
to  the  sweepstakes  home  page  where  you  will  find  the  navieatic 
the  Prize  Page  Or,  to  send  for  a  list  of  pnzes  that  will  be  awarded  i 
wnte  to:  AT&T  WorldNet  Pnzes.  P  6  Bok  7084,  Melville.  NY  I  \ 
Winners  will  be  seleaed  in  a  randonr  drawing  from  '  ^. 
entnes  received  Drawings  will  be  conduaed  by  National  Judging 
Inc.,  an  independent  judging  organization  whose  decisions  a 
matters  relating  to  this  sweepstakes  Odds  of  winning  are  depenhl 
the  number  of  entnes  received  bmit  one  weekly  pnze  per  persofF 
All  pnzes  will  be  awarded  and  winners  will  be  notified  by  e-mail  N 
mail  In  the  event  the  Grand  Pnze  or  any  Quarterly  Prize  is  w 
It  will  be  award'^J  in  the  name  of  a  parent  or  legal  guardian  F 
transferable  and  no  substitutions  are  allowed  except  by  sponsc 
the  right  to  substitute  a  prize  of  equal  or  greater  value  if  adverti^ 
unavailable  By  entenng  the  sweepstakes,  each  participant  r 
Sponsor  and  its  agents  from  all  responsibility  or  liability  for  dam^ 
or  injury  resulting  from  acceptance  or  use  of  ^ny  prize    By  e 
sweepstakes,  entrant  recognizes  and  agrees  that  the  registratiot| 
tion  provided  by  entrant  may  be  made  available  to  AT&T;  u 
mation  will  be  governed  by  AT&T's  privacy  policy.Taxes,if  any.releH 
pnzes  .ire  the  responsibility  of  the  individual  winner    Grand  |f 
Quarterly  Prize  winners  may  be  required  to  verify  address  o 
return  an  affidavit  of  eligibility  and  liability/publicity  release  withinH 
notification  attempt  or  the  prize  may  be  forfeited  and  altemaljf 
selected  Entry  constitutes  permission  to  use  winners'  nan- 
for  promotional  purposes  without  further  compensation  except  \\ 
hibited  by  law  No  responsibility  is  assumed  for  lost  damaged,  ir 
misdirected,  illegible,  postage-aue  or  late  entries  or  mail  Spon-^-- 
agencies  are  not  responsible  for  technical,  hardware,  software  or  W" 
malfunctions  of  any  kind,  lost  or  unavailable  network  connection  I  t3i 
incorrect,  incomplete,  inaccurate,  garbled  or  delayed  electronic  ff- 
cations  caused  by  the  user  or  by  any  of  the  equipment  or  profi' 
associated  with  or  utilized  in  this  sweepstakes  or  by  any  human  e !' 
may  occur  in  the  processing  of  the  entries  in  this  Sweepstake  jx- 
reserves  the  right  at  its  sole  discretion,  to  cancel,  terminate  or  sipc 
on-line  portion  of  the  promotion  if  it  becomes  technically  coned 
playing  the  Sweepstakes,  you  may  occasionally  receive  Swiw 
announcements  through  e-mail.  If  you  do  not  want  to  rec<L3 
announcements,  follow  the  instructions  on  the  FAQ  page 
3. Sweepsakes  open  to  residents  of  the  US, except  employees  .ind  tlieihi- 
AT&T  WorldNet  Service,  its  affiliates,  subsidianes.  contraaors,  advertising  sk" 
Don  Jagoda  Associates.  Inc  This  offer  is  void  wherever  prohibited  or  nt» 
naaonafsote  or  ,iny  govemmenal  Liws  Sub|ea  (o  all  federal,  sate  .wd  lo 
reflations 

4.  Por  a  list  of  winners,  send  a  stamped,  self-addressed  envelope  t( 
THE  WORLD  SWEEPSTAKES  VVINNERS.  PO.  Box  7030,  Mi 
1 1 775-70J0  or  click  on  to  the  home  page  at  httpJ/woridnetunico 
follow  the  navigational  linh  to  the  Winners'  Pagie. 

5. Sponsor  ATST  Corp ,  Risking  Ridge,  N|  07920 
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AT&T  WorldNef  Service  now  features 
Microsoft  Internet  Explorer  4.0 
for  new  and  existing  users! 


—  —  —  -J 


in  our  sweepstakes 

and  say  bye-bye  to  your  frien 


orldNef 

"Travel  the  World"  Sweepstakes  and  you 
could  win  a  free  trip  around  the  world. 

could  go  to  Africa  or  Japan.  Win  a  trip  around  the  world.  Or  any  of  numerous  other  priies. 
Iter,  just  visit  the  website  below  and  foltow  the  prompts.  If  you  don't  have  AT&T  WorldNet 
ice,  call  us  toll-free  at  1888  4WNSIE4,ext.411  (1  888  496-7434,  ext.  411)  for  free  soft- 
I,  return  the  attached  card,  or  download  it  from  our  website  You'll  get  your  first  month 
r&T  WorldNet  Seivice  free*  -  and  fast,  reliable  Internet  access,  including  new  Microsoft 
met  Explorer  4.0  for  easier,  more  personal  browsing  that  gives  you  the  web  the  way  you 
t  it.  So  give  it  a  go.  ^j^g^^^^^g^^^^ 

To  get  your  free*  month  and 
crosoft  Internet  Explorer  4.0.  downloadJf 
www.worldnet.unicorn.net/buswediir 


^S'^^^ll".'^  charges  and  taxes  may  apply.  Other  terms  and  conditions  apply.  ©  1997  AT&T.  All  Rights  Reserved.  No  purchase  necessary.  Sweepstakes  ends  1/28/98  Void  where 
For  offiaal  rules  and  alternate  entry,  write  to  AT&T  WorldNet  Rules,  P.O.  Box  7084,  Melville,  NY  11775-7084.  See  complete  sweepstakes  rules  .on  opposite  page. 


orkahofic? 


Look  in  th^  mirror.  See  someone  demanding?  Tough?  Competitive?  Funny,  you'll  see  tl 
hardest  working,  highest  quality  printers  and  taxes  around,  including  dot  matrix,  color 


n  you  look  at  Okidata.  For  24  years  we've  been  making  a  full  line  of  some  of  the  toughest,  || 
tion  printers,  and  our  laser  class  page  printers  starting  at  $199;  Call  1-800-OKI-TEAM.  || 


www.okidata.com 
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/E  TRADE 

of  the  Atlantic  Slave  Trade:  1440-1870 

Fhomas 

Schuster  •  908pp  •  $37.50 


E  LEDGER 

A  DEADLY  BUSINESS 


Spain's  conquistadores,  the 
ew  World  meant  gold.  But  it 
as  sugar  as  much  as  any  other 

that  tied  Eui'ope  to  the  Amer- 
rarcane  was  introduced  into  the 
an  before  1500 — perhaps  by 
)her  Columbus.  By  the  1600s, 
rope's  poor  had  found  in  sugai'  a 
)f  calories  and  dietaiy  variety, 
;he  late  1700s,  it  was  an  essen- 
Istuff.  It  stimulated  debate  in 

coffeehouse's  and  wit  in  the 

rooms  of  Versailles.  In  Britain 
ice,  it  became  the  most  valuable 
mport,  with  the  bulk  coming 
?  West  Indies  and  Brazil.  And 
luction  of  sugar  depended,  of 
upon  the  trade  of  that  other 

commodity,  the  African  slave. 
:t,  wi'ites  Hugh  Thomas  in  his 
r  and  mammoth  new  book,  The 
'ade:  The  Story  of  the  Atlantic 
rade,  lUO-1870,  "most  of  the 
iterprises  of  the  first  four  hun- 
irs  of  colonization  owed  much  to 
slaves." 

as  is  a  big-book  man.  The  veiy 
y  of  this  British  ex-professor's 
i  titles — World  History,  say,  or 
nish  Civil  War — indicates  that 
3  offered  as  the  last  word  on 
ejects.  The  topic  of  slavery  has, 
e,  received  much  prior  atten- 
1  Thomas  particularly  cites  the 
f  historians  Philip  Curtin  and 
5rion  Davis.  But  in  this  book, 
is  is  on  the  intricacies  of  the 
antic  commerce — its  origins, 
key  players,  and  economics. 
■  uncompromising  show  of  eni- 
rawn  from  a  wealth  of  original 
indaiy  som-ces.  The  Slave  Txide 
iispensable  account  of  a  repug- 
titution. 

tory  to  which  Thomas  devotes 
>s  is  as  follows:  Slaveiy  is  an  an- 
actice,  integral  to  empires  from 
^tians  to  the  Aztecs.  But  by 


the  11th  century,  for  reasons  that  re- 
main obscure,  it  had  almost  died  out  in 
Northern  Europe.  Slavery  lived  on, 
though,  in  all  countries  bordering  the 
Mediterranean.  And  when  Portuguese 
sailors  began  exploring  the  A&ican  coast 
in  the  mid-1400s,  they  returned  home 
with  enslaved  Africans. 

The  idea  of  making  slaves  of  prison- 
ers was  haixlly  original:  Most  recently,  it 
had  been  a  custom  of  both  Christians 
and  Moors  during  Iberian  peninsula 
wars.  Before  long,  though,  the  Por- 
tuguese began  to  buy  slaves, 
setting  up  a  model  of  trade 
that  would  last  for  centuiies. 
African  nobles  or  rulers, 
such  as  the  King  of  Congo 
or  the  royal  family  of  Da- 
homey, bartered  humans 
they  had  kidnapped  or  cap- 
tui-ed  in  war  for  horses  and 
European  wares  including 
cloth,  metals,  muskets,  and 
alcohol. 

Soon,  the  rest  of  Eui'ope 
joined  in:  Spain,  Holland, 
France,  Scandinavia — and 
which  by  the  early  1700s  had  become 
the  preeminent  slaver.  By  centuiy's  end, 
the  trade  "seemed  an  essential  part  of 
the  economies  of  all  advanced  countries," 
Thomas  says,  with  750,000  slaves  being 
transported  in  one  peak  decade.  Fueling 
the  action  was  the  New  World's  demand 
for  labor — workers  for  Pei'uvian  and 
Mexican  mines,  for  Caribbean  and 
Brazilian  sugar  and  coffee  plantations, 
and  ultimately  for  North  American  rice, 
tobacco,  and  cotton  fields. 

Thomas  is  no  moralist,  and  he  keeps 
the  finger-pointing  to  a  minimum.  Nev- 
ertheless, The  Slave  Trade  answers 
many  questions  about  individual  and 
group  involvement:  Members  of  royal 
families  from  England  to  Spain  to  Benin 
were  participants,  and  investors  includ- 
ed such  worthies  as  philosopher  John 


HUGH  THOMAS 

England 


Locke  and  Sir  Isaac  Newton.  Although 
four  popes  condemned  slavery.  Catholic 
countries  remained  active,  and  the  Je- 
suits were  "as  deeply  implicated  as  any- 
one." By  the  mid-1700s,  the  Quakers 
were  becoming  active  opponents — per- 
haps the  gToup  most  responsible  for  the 
trade's  ultimate  suppression.  Few 
Northern  European  Jews  participated, 
but  much  of  the  16th  and  17th  century 
Portuguese  and  Spanish  trade  was  fi- 
nanced, says  the  author,  by  converted 
Jews,  or  conversos. 

Thomas  even  offers  evidence  for  the 
superioiity  of  fi-ee  markets  over  state 
management.  "The  Atlantic  slave  trade 
was,  for  much  of  its  long  life,  a  gov- 
ernmental enterprise,"  explains  the  au- 
thor. States  encouraged  the  establish- 
ment of  companies  that  wei'e  then  given 
or  sold  licenses  to  trade  in  slaves  in 
Africa  and  to  cany  them  to  the  New 
World.  All  such  outfits,  "directed  by  half 
bm-eaucrats,  half  entrepreneurs,"  sought 
to  fix  the  number  of  slaves  to  be  cairied 
along  with  the  prices  there- 
of. Governments  collected 
taxes  on  the  sales.  But  again 
and  again,  these  monopolies 
pi'oved  financial  failui'es.  And 
"in  the  end,  it  was  recog- 
nized almost  everywhere 
that  private  enterprise,  with 
as  few  restrictions  as  possi- 
ble, brought  the  best  re- 
sults"— a  model  pioneered  by 
the  U.  S. 

At  times,  though,  Thomas 
goes  too  fai".  Frequent,  some- 
times conflicting  tabulations  of  slaves 
transported  may  tire  and  confuse  even 
careful  readers.  Knowing  references  to 
obscure  figures  abound:  There's  Juan  de 
la  Pezuela,  for  example,  a  captain-gen- 
eral of  Cuba  whose  "lifeless  translation 
of  the  Divine  Comedy  had  given  him 
the  nickname  of  'El  Danticida.' "  Showy 
flashes  of  untranslated  Latin  and  French 
are  irksome. 

Thomas  concludes  with  a  lengthy  sec- 
tion on  the  rise  of  abolitionist  sentiment 
and  Britain's  transformation  from  the 
worlds  most  active  slave  trader  to  glob- 
al antislavery  policeman.  In  the  18th 
centuiy,  Bristol  and  Liverpool  had  been 
key  slave-trading  cities,  and  one-tliiixl  of 
Manchester's  manufactures  had  gone  to 
Africa,  principally  as  barter  for  slaves. 
By  the  1780s,  around  70,000  slaves  a 
year  were  being  transported  from 


OST  NATIONS  STARTED  BY  LICENSING  SLAVERS, 
r  AMERICA'S  FREE-MARKET  APPROACH  WON  OUT 


CREATE  ALL  YOU  WANT. 
Y  0  U  *  V  E  C  0  T  T  H  E  C  A  P  A  C I T  Y. 


You  need  big  cargo  space  on  your  computer  these  days.  Certainly  more  than  hard  drives  or 
little  floppies  can  offer.  Today's  multimedia  software  just  fills  them  up  too  fast.  But  a  Zip 
Built-in-  drive  gives  you  unlimited  space.  And  the  100MB  Zip  disks  can  handle  whatever  big 
nasty  file  you  throw  at  it.  So  if  you're  computer  shopping,  look  for  the  Zip  Built-in  logo.  It 
says  you've  got  the  capacity  to  create  more,  share  more,  save  more,  do  more,  www.iomega.com 


ZIP  DRIVE.  THE  CAPACITY  TO  DO  MORE. 


Introdudng  Zip  Built-in. 

A  Zip"  drive  built  into  your 
notebook  or  desktop  PC  gives 
you  unlimited  capacity  to  store, 
back  up,  and  share  tons  of  stuff. 
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MICRON 

■        ELECTRONICS  i« 

PowerCompiiting 
UNISYS 


HITACHI 


SIEMENS 
NIXDORF 


With  over  8  million  out 
there,  Zip  is  the  standard. 

Not  only  are  they  built  into 
these  leading  computers,  you'll 
also  find  them  in  homes,  schools, 
businesses,  and  service  bureaus 
across  the  country. 


Already  have  a  PC? 
Get  a  Zip  external. 

Get  a  Zip  drive.  Or  the  new 
ZipPlus'"  drive  that  works  with 
either  SCSI  or  parallel  ports, 
has  an  amazingly  small  power 

supply,  and  comes  with  cool 
multimedia  software. 


BECAUSE    IT'S    YOUR    STUFF:  lOmeQd 
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GET  YOUR  m 


ir  rOUR  PACER  IS  TURNED  Off. 


If  rOU'REIHlTUiEl.  SUBWAY  OR  PUNf. 


If  YOUR  BATTERY'S  DEAD. 


NO  MATTER  WNAT. 


Introducing  Guaranteed  Messaging. 


SkyWord'  Plus  is  the  first  alphanumeric  paging  service  that  stores 
your  messages  when  you  go  out  of  range  and  automatically  delivers  them  when  you  get  back.  Plus  each  pager  comes 
with  an  e-mail  address,  a  toll-free  access  number  and  MessageMender"  to  correct  any  garbled  messages.  So  get 
SkyWord  Plus,  find  get  the  message.  Guaranteed.  Limited  time  offer:  Call  now  and  get  a  personal  800/888  #  for  FREE. 


SkKTel^ 


Call  1-800-239-0844  or  visit  www.skytel.com 
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(VCR  for  the  Internet) 

Iomega  100MB  Zip'disks  give  you  the  capacity  to  interact  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 
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Iomega  100MB  Zip'disks  give  you  the  capacity  to  picture  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 


Should  You  be  Interested  in  a 
Variable  Annuity  that  Works  Hard  for  Yc 

(  That  Depends  on  How  Long  You  Plan  on  Living^') 


F'or  more  complete  inlorrnation,  includmg  charges  and  expenses, 
Lile  Insurance  Q)mp.inv.  I'.O.  Box  IbhO'),  Columbus,  Ohio,  -13216. 

The  BEST  ot  AMERIC  A ;  America's  l''UTURE  Annuity     is  underwritten  and  issued  by  Nationwide  Lite  Insurance  Company,  a  member  ol  the  Nationwide  Insurance  Entei 


vou  may  obtain  a  prospectus  Irom  vour  registered  representative,  or  write  N 
Please  read  the  prospectus  carehilly  before  you  Invest  or  send  money- 


general  distributor  lor  1  iie  BEST  ol  AMERICA  variable  products  is  Nationwide  Advisory  Services.  Inc.,  member  NASf),  Columbus,  Ohio,  a  subsidiary  of  Natioi' 
Insurance  Company.  Nationwide  Lilc  Insurance  Company  is  a  subsidiary  ol  Nationwide  Financial  Ser\ices  Inc..  a  financial  ser\ices  holding  company.  Nation 


npany. 

APO-3416,  APO-3416-37A  (in  Oregon) 


uciNG  A  Variable  Annuity 
Phat  Offers  A  Long 
:CURE  Retirement  Income. 

the  advancements  in  modern  medicme  and 
era's  a  good  chance  that  you  will  live  longer 
r  than  any  of  your  ancestors.  That  means  more 
'ears  in  which  you'll  need  lots  of  money  to  do 
int  to  do.  Start  plannmg  on  it  now.  Supplement 
nt  IRA  and  401  (k)  Plan  by  investing  in 
VTURE  Amnut\r  from  The  BEST  oF 
®.  It  offers  a  great  fund  selection.  Plus  the 
d  service  from  an  investment  professional  that 
le  variable  annuities  just  can't  offer.  And,  unlike 
ent  investment  options,  it  features  an  annuitization 
li  can't  outlive.  In  other  words,  plan  on  living, 
sure  your  retirement  income  does  the  same. 

You've  Always 
;ned  To  Good  Advice. 
Don't  Stop  Now. 

Tient  professional  can  help  fmd  what's  best  for 
need  plan.  A  diverse  selection  of  well-known 
I  the  support  of  an  experienced  leader. 
UTURE  Annuity  is  backed  by  Nationwide 
nee  Company,  creators  of  the  first  multi- 
nable  annuity.  And  our  investment  products 
ized  throughout  the  industry.  Ask  your 
)rofessional  how  you  can  benef  it  from  a  variable 
:  puts  more  of  your  money  to  work  for  vou. 

'hoose  From  Over 
AESTMENT  Options  from 
OF  America's  Leading 
Money  Managers. 

s  in  our  product's  widely  recognized  funds. 

feature  the  highest  Morningstar  rating 
ut  the  bottom -line  in  any  fund  family  is  the 
;er.  And  our  product  offers  some  of  the  best, 
close  to  their  area  of  expertise  and  excel 
J  have  to  do  is  choose  which  ones  you  want. 


Fidelity  Investments® 
Neuberger  &  Berman  Management  Inc. 
American  Century"  Investments 
Dreyfus 
Federated  Investors 
J. P.  Morgan 
Morgan  Stanley  Asset  Management,  Inc. 
Nationwide  Advisory  Services,  Inc. 
OppenheimerFunds  Inc. 
Salomon  Brothers  Asset  Management 
Strong 
United  Asset  Management 
Van  Eck  Global 
Warburg  Pincus 


Grow  Your  Money  Tax-Deferred. 

Investment  earnings  in  Ann-run FIXTURE  Aniuiity  from 
The  BEST  of  AMERICA  are  tax -deferred.  You  pay  no 
income  tax  on  the  money  earned  until  you  make  a 
withdrawal  (you  should  know  that  any  withdrawals 
made  prior  to  age  59''  may  be  subject  to  a  10%  IRS  tax 
penalty).  That  means  more  of  your  money  is  working 
harder  today,  so  you  can  enjoy  it  in  the  future. 

Services  You  Expect  From 
A  Leader. 

You  expect  a  lot  from  us.  And  we  deliver.  Some  of  the  sen'ices 
you'll  en)oy  as  our  customer  include  dollar-cost  averaging, 
which  allows  you  to  gradually  in\'est  in  variable  funds  over 
a  period  of  time,  along  with  automatic  asset  rebalancing. 

Just  Call  1  800  BEST-481. 

The  time  has  come  to  plan  for  a  longer,  happier  retirement. 
To  I  <now  more,  call  us  today,  contact  vour  investment 
professional  or  \isit  us  at  www.boafuture.ct)m. 
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ance  Enterprise  '  are  tederally  registered  trademarks  ot  Nationwide  .Wutual  Insurance  Companv-  The  BEST  ol  AMERICA  ^  is  a  tederallv  registered  trademark 
le  Insurance  Company.  Americas  FUTURE  Annuity  and  Plan  On  Li\  inc  are  service  marks  of  Nationwide  Lite  Insurance  Company." Doflar-cost  averaging 
3US  investment  in  securities  regardless  ot  their  tluctuating  price  levels.  You  should  consider  your  financial  abiliti,-  to  contiue  purchases  through  periods  oT 
Regular  investing  does  not  assure  a  profit  nor  does  it  protect  against  losses  in  declining  markets. 
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Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


A  GROWING  MENACE 

TO  FREE  TRADE:  U.  S.  SANCTIONS 


MISFIRE: 

Measures 
aimed  at 
changing  the 
behavior  of 
offending 
nations  only 
cripple  U.S. 
companies 
and  aid  their 
foreign  rivals 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  at  the  Institute  for  Political 
Economy  in  Washington,  D.C.,  and 
Research  Fellow  at  The  Independent 
Institute  in  Oakland,  Calif. 


Free  traders  are  alarmed  by  the  defeat 
(jf  "fast-track"  legislation  by  House  De- 
mocrats. The  defeated  bill  would  have 
given  President  Clinton  authonty  to  negotiate 
trade  agreements  that  the  House  must  vote 
up  or  down  but  not  amend.  Free  traders  fear 
that  fast  track's  defeat  signals  eroding  bipar- 
tisan support  for  free  trade.  But  tariffs  and 
quotas — the  traditional  forms  of  trade  re- 
straints— are  less  damaging  to  trade  than  a 
new  restraint  that  even  Republicans  favor 

The  new  curb  on  free  trade  goes  by  the 
name  of  sanctions.  Unlike  tariffs,  which  pro- 
tect domestic  industries  from  foreign  compe- 
tition, sanctions  undermine  the  position  of 
our  domestic  companies  in  international  trade 
by  prohibiting  them  from  doing  business  in 
the  tai-geted  countries. 

For  example,  in  early  October,  as  congi-es- 
sional  committees  were  approving  authority 
for  President  Clinton  to  reduce  tariff  and 
quota  ti-ade  barriers,  the  Office  of  Foreign 
Assets  Control  in  the  U.  S.  Treasury  Dept. 
was  occupied  vrith  implementing  new  bairiers 
to  free  trade  in  the  form  of  regulations  to 
implement  the  Cohen-Feinstein  trade  sanc- 
tions against  Burma. 

The  U.  S.  government  does  not  like  Bur- 
ma's politics  and  is  trying  to  reform  that 
countiy  by  prohibiting  U.  S.  companies  from 
doing  business  there.  The  effect  is  to  ham- 
string American  companies  in  Southeast  Asia. 
As  a  result  of  the  sanctions,  Unocal,  a  U.  S. 
oil  company  currently  involved  in  the  devel- 
opment of  offshore  Burmese  natiu'al  gas  des- 
tined for  mai'kets  in  Thailand,  cannot  build  its 
business  beyond  this  single  project.  Within 
the  past  month,  Texaco  Inc.,  developing  an- 
other offshore  gas  field,  sold  its  interest  to  a 
British  company. 

MOVING  TARGETS.  In  effect,  the  sanctions 
against  Bui-ma  only  hit  our  global  oil  compa- 
nies to  the  benefit  of  French  and  British  com- 
petitors. Another  problem  with  sanctions  is 
that  businesses  cannot  foresee  where  Wash- 
ington will  next  strike.  Indonesia  is  a  possible 
target,  as  is  any  counti-y  that  offends  envi- 
ronmentalists, unions,  religious  gi-oups,  leg- 
islators, or  the  State  Dept.  Formei'ly,  our 
multinational  corporations  worried  about  the 
political  and  economic  stability  of  foreign  coun- 
tries in  which  they  had,  or  were  contemplat- 
ing, investments.  Today  risk  assessment  has  a 
new  meaning  as  oiu'  companies  tiy  to  forecast 
where  Washington  will  next  apply  sanctions. 


Senator  Arlen  Specter  (R-Pa.)  and  R  ti 
sentative  Frank  R.  Wolf  (R-Va.)  are  spc  s 
ing  legislation  that  would  apply  trade  i 
tions  against  countries  in  which  the? 
religious  pei'secution.  They  have  in  mine  r 
ia,  Sudan,  China,  and  Russia.  Many  coui: 
might  regard  religious  persecution  as  at 
gory  applicable  to  the  U.  S.,  where  sk 
prayer  is  prohibited  and  the  Branch  Da« 
religious  sect  was  massacred. 

Unions  want  trade  sanctions  against  b 
tries  that  offend  U.  S.  labor-  standards.  C* 
want  sanctions  applied  to  countries  than 
late  environmental  standards.  Human  ifi 
gi'oups  want  sanctions  imposed  to  comba 
litical  oppression.  Many  are  not  contem 
the  sanctions  to  apply  only  to  U.  S.  com} 
but  also  want  to  target  every  compa 
eveiy  foreign  countiy  that  trades  with  t 
fending  nation. 

COLA  CONTROVERSY.  Even  state  and 
governments  and  universities  are  gettin: 
the  sanctions  business.  A  dozen  citie; 
the  state  of  Massachusetts  have  bans  aj 
purchases  from  companies  with  investme 
Burma.  Harvard  University  and  other  r 
eyed  universities  tiuned  a  soft  diink  conD, 
off  their  campuses  for  selling  cola  in  Birr 

The  European  Union  says  that  the  M 
chusetts  sanctions  against  Bumia  are  a* 
the  World  Ti-ade  Organization  niles,  bil 
EU  itself,  along  with  the  U.  S.  govei-nic 
tried  to  prevent  the  Association  of 
East  Asian  Nations  ft'om  admitting  E 
as  a  full  member  of  the  trade  group. 

Unilateral  trade  sanctions  have 
rapidly  and  changed  in  nature.  Once  a 
war  tool  applied  to  the  Soviet  Unioi 
Cuba,  in  1988  sanctions  became  a  way 
taliate  against  countries  that  refused  to 
their  markets  to  our  products.  Today 
tions  are  an  instrument  with  which 
state,  local,  and  federal  governments  at 
to  rule  foreign  countries  and  to  c 
changes  in  the  political,  social,  and  rell 
policies  of  other  governments. 

This  is  trade  policy  in  chaos.  U.  S. 
kets  are  supposed  to  be  opened  to  all  cc 
but  U.  S.  companies  are  then  prohibited 
operating  in  any  foreign  country  that 
the  wi-ath  of  an  activist  gi'oup  or  goven 
agency.  The  only  certain  effect  of  this 
will  be  to  minimize  the  presence  of  U.  S 
panies  in  global  markets  and  to  weaken 
in  their  domestic  markets. 


Wired  for  management. 


Today's 
expanded  desk- 
top capabilities  and 
ision  of  the  Internet  have  made  cor- 
5mputing  networks  increasingly 
to  manage.  As  a  leading  supplier 
chnologies  to  the  computer  industry, 
ommitted  to  delivering  solutions. 
50int:  the  new  Pentium*  II  processor 
on  to  advancements  that  make  it  the 
A'erful  Intel  processor  ever  available. 


Vie  new  Intel  Pentiiinfll processor 

~]   It's  also  specifically  instrumented  lor  managc- 
ability.  It  contains  monitoring  and  self-test 
circuitry  that  help  minimize  downtime  and 
provide  valuable  data  to  man- 
agement applications.  Of 
course,  designing  manageability 
into  the  Pentium  II  processor  is 
just  the  beginning.  Through 
our  "Wired  for  Management  " 


pentium"!! 


iiiiiiative.  we're  working  with  other  PC 
industry  leaders  like  Compaq.  Dell. 
Hewlett-Packard  and  IBM  to  create  guide- 
lines for  a  new  generation  of  highly  manageable 
s\ stems  PCs.  Network  PCs  and  ser\crs  based 
on  tho>c  guidelines  can  help  simplify  network 
management  and  lower  your  total  cost  of 
ownership  lo  learn  more  about 
manageability  and  the  Pentium  II 
processor,  visit  our  Web  site. 


■  www.intel.com/Pentiumll 


intel 


The  Computer  Inside; 


AT  1440  DPI 
YOi)  SEE  HER  BATHING 
SUIT  IS  PAINTED  ON. 


An  amazing  paint  |ob  makes  you  think  it's  a  bathing  suit.  These 
astonishing  new  printers  let  you  know  it's  not.  1440  x  720  dpi- 
for  incredible  detail.  Micro  Piezo'"  Technology-for  a  smaller,  more 
consistent  dot.  All  from  our  exclusive  PerfectPicture'"  Imaging 
System.  You'll  get  Photo  Quality  color  and  laser-sharp  black  text- 
print  quality  that's  already  won  39  maior  awards,  including  PC 
Computing's  5  Star  Rating.  In  standard  format  or  wide  format. 
PC/Mac  compatibility.  Optional  internal  Ethernet.  Up  to  8  ppm 
black/7  ppm  color  on  the  EPSON  Stylus"  Color  800.  Plus  a  2-year  war- 
ranty. Call  1-800-CO-EPSON  (ask  for  operator  3100)  or  visit  us  at 
www.epson.com  for  more  details.  For  every  detail,  look  at  the  output. 

INTRODUCING  THE  WORLD'S  FIRST  1440  DPI 
COLOR  INK  JET  PRINTERS. 


$399 


EPSON  Stylus  Color  800.  Higfi-pertormance  business  printer. 
EPSON  StylusColor  1520.  The  versatile  wide-format  printer. 


Economic  Trends 


BY  GENE  KORETZ 

THE  INJURY  FROM 
INSIDER  TRADING 

Mergers  become  far  more  costly 

In  terms  of  sheer  opportunity,  those 
with  private  infonnation  who  hope  to 
make  a  big  score  in  the  stock  market 
have  never'  had  it  so  good.  So  far  this 
year-,  the  nation's  mer-ger-s-and-acquisi- 
tions  boom  has  ah-eady  clocked  an  eye- 
popping  $781  billion  worth  of  deals 
(chart).  And  the  Securities  &  Exchange 
Commission  continues  to  unveil  cases 
of  alleged  illegal  insider  tr-ading. 

Wliile  no  one  knows  its  extent,  the 
prevalence  of  such  trading  in  mer'ger 
deals  has  spai'ked  a  Hvely  economic  de- 
bate. Wor-ried  that  overzealous  r-egiila- 
tion  could  impede  the  flow  of  news  to 
the  market,  some  experts  claim  that 
the  har-mful  effects  of  illegal  trading  are 
exaggerated.  Such  transactions  pr'ovide 
eariy  infor-mation  to  investor's,  they  say, 
and  don't  r-eally  drive  up  the  final  price 
paid  for  acquired  companies. 

In  a  new  study  in  European  Fhmnce 
Review,  Har'var'd  business  school  econo- 
mist Lisa  K.  Meulbroek  and  consultant 
Car'olyn  Har-t  of  Ernst  &  Young  con- 
clude that  such  views  are  nristaken  on  a 
key  issue.  They  find  that  illegal  insider 

STILL  NO  LETUP  IN 
AMERICA'S  MERGER  BOOM 


MERGERS  AND  ACQUISITIONS 

600     VALUE  OF  ANNOUNCED  DEALS 
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'91  92  '93  '94  '95  '96  '97* 
▲  BILLIONS  OF  DOLLARS  'THROUGH  NOV,  6 

DATA;  SECURITIES  DATA  CO 

trading  boosts  acquisition  premiums  by 
as  much  as  a  thir'd. 

It's  well  known  that  stock  prices  of 
targets  in  takeover's  tend  to  rise  as  ear- 
ly as  a  month  befoi-e  a  tender  offer  is 
announced.  In  recent  decades,  shar-es  of 
acquir-ed  companies  have  appr-eciated  by 
30%  to  40%.  on  average  by  the  time  a 
deal  is  done,  with  a  thir*d  or  mor'e  of  the 
rise  occurring  before  a  bid  is  unveiled. 

Such  J3r'e-bid  nmups  don't  necessarily 
reflect  insider  activity.  Prices  may  rise 
because  of  news  leaks  or  because  a 
prospective  bidder-  is  acquiring  shares, 


or  br'okers  are  jnishing  likely  merger 
candidates.  So  Meulbroek  and  Hart  ana- 
lyzed 112  acquisitions  fi-om  1974  to  1989 
in  which  illegal  trading  was  detected  to 
see  whether  their  takeover  premiums 
differ'ed  from  those  in  a  similar  group 
of  deals  (matched  by  industry,  year,  and 
size)  with  no  detected  illegal  tr-ading. 

The  results  were  striking.  After'  con- 
trolling for'  such  mer'ger'  factor's  as  niun- 
ber  of  bidder-s,  payment  for-m,  and  hos- 
tile or  friendly  bid,  the  r-esearchers 
found  that  takeovers  with  illegal  trading 
wound  uj)  with  final  premiums  averag- 
ing 43%,  vs.  only  33%  for  the  control 
group.  Further,  an  analysis  of  daily  ac- 
tivity in  both  pre-bid  and  post-bid  peri- 
ods revealed  that  price  incr-eases  were 
10  times  as  large  on  days  that  insider 
trading  was  detected  as  on  other  days. 

Thus,  illegal  tr-ading  appear's  to  cost 
shar'eholder's  of  mer*ger'-minded  compa- 
nies a  bundle.  And  that,  notes  Meul- 
br'oek,  raises  the  ominous  possibility 
that  its  impact  on  acquisition  pr-emiums 
may  also  derail  many  other'wise  eco- 
nomically efficient  mergers. 


WHY  JUVENILE 
CRIME  EXPLODED 

In  part,  because  the  risk  of  jail  fell 

WMle  crime  rates  have  fallen  acr'oss 
the  U.  S.  in  recent  years,  they 
have  risen  among  the  nation's  youth. 
Indeed,  as  the  adult  arTest  rate  for'  mm- 
der'  fell  7%.  from  1978  to  1993,  the  juve- 
nile murder  rate  surged  by  177%..  At 
the  same  time,  the  ar-r'est  r-ate  of  young- 
sters for  all  violent  crimes  (involving 
the  use  of  force)  climbed  79%<,  almost 
thr-ee  times  the  rise  in  the  adult  r-ate. 

This  diver'gence  in  juvenile  and  adult 
cr'ime  tr-ends  has  led  some  experts  to 
argue  that  America  is  now  confr-onted 
with  a  gener'ation  of  juvenile  "super- 
pr'edator's"  who  are  impervious  to  the 
thr'eat  of  punishment.  In  a  new  study, 
however,  Steven  D.  Levitt  of  the  Uni- 
ver'sity  of  Chicago  offer's  evidence  that 
much  of  this  shar'p  rise  in  youth  crime 
actually  r'eflects  changes  in  the  relative 
punishment  young  criminals  face. 

While  a  lot  mor-e  adult  criminals  are 
winding  up  behind  bar's  these  days  than 
used  to  be  the  case,  notes  Levitt,  that's 
not  trire  of  juveniles.  Fr'om  1978  to  1993, 
the  number  of  federal  and  state  adult 
prisoners  per  violent  crime  committed 
by  adults  soar-ed  by  60%..  But  the  cor-- 
responding  ratio  for  youths  in  juvenile 
detention  centers — which  par'alleled  that 
of  adults  in  1978— fell  by  20%.. 


Thus,  by  1993,  the  chances  of  violit 
young  criminals  being  jailed  wer-e  'Uj 
half  those  of  their  adult  counterpiis 
And  since  incar-ceration  cuts  crimes 
only  because  it  takes  criminals  ul'fh 
streets — it's  not  surprising  that  yn 
and  adult  crime  rates  diverged. 

Mor'e  important,  Levitt  finds  slj- 
changes  in  criminal  behavior  in  tiu- 
when  youths  become  subject  to 
adult  cr-immal-iustice  system — usi^C 


IN  CUSTODY:  Will  he  stay  locked  u 


when  they  r-each  18.  In  states  wh 
youth-incarceration  rates  are  high  r 
adult  rates  are  low,  violent  crime  ri,.; 
among  18-year-olds  rise  23%.  Bu 
states  wher'e  the  punitiveness  of  thcj; 
venile  justice  system  is  low  and  th?  l 
the  adult  system  is  high,  violent  c: 
r'ates  dr'op  by  near'ly  4%. 

In  short,  says  Levitt,  "deterr'enc< 
pear's  to  play  an  important  r'ole  in  j 
nile  criminal  involvement.  Young  w( 
be  criminals  are  not  mindless  sociopj 
— they  respond  to  incentives." 


A  BOARDROOM 
GENDER  GAP 

Women  say  they  get  short  shrift  | 

Women  are  an  increasing  pres 
in  boardrooms,  but  they  feel 
influence  is  lacking  in  two  key  a: 
reports  Kora'T'erTy  InterTiational.  Irl 
latest  study  of  boar'ds  of  major  ij 
cor'porations,  the  executive-sear'ch 
found  that  women  directors  beli 
their  opinions  weighed  as  heaviljj 
those  of  their  male  colleagues  on 
issues.  But  on  management  succes] 
and  executive  compensation,  they 
their  views  received  less  considerati 
Kor-n/FerTy  also  r'eports  that  71 
companies  siu'veyed  now  have  at  1 
one  woman  on  the  board,  up  from 
46%  a  decade  ago.  And  in  that  a] 
women  seem  to  have  exerted  strong 
fluence.  Netu'ly  half  told  Korir/F erry 
they  have  r-ecommended  other  woi 
as  boar'd  candidates — and  36%  repo: 
that  their  company  has  elected  anoi 
woman  dii'ector'  siirce  they  joined. 
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siness  Outlook 


lES  C.  COOPER  &  KATHLEEN  MADIGAN 


AGILE  MARKETS 

E  TYING  THE  FED'S  HANDS 

a  strong  job  report  raises  questions  about  holding  rates  steady 


S.  ECONOMY 


!4-Y£AR  LOW- 
MEADED  LOWER? 


Suddenly,  policy  choices  at  the 
Federal  Reserve  are  getting  a 
^her.  Thanks  to  the  October  job  data,  the  Fed  is 
vith  mounting  evidence  that  a  rajDidly  growing 
ly  is  pushing  labor  markets  beyond  their  nonin- 
,ry  limit,  and  that  some  inflation  insurance  for 
light  be  warranted.  However,  the  Fed  knows 
I  interest-rate  hike  amid  shaky  global  financial 
3  would  risk  further  calamity,  both  abroad  and  at 
is  Wall  Street  worries  that  Asia's  problems  will 
k  on  U.  S.  companies. 

's  why  the  Fed  has  decided  to  stand  pat  on  pol- 
now.  The  central  bank  may  be  encoui'aged  by 
Dspect  that  the  Asian  crisis  means  fewer  ex- 
.nd  cheaper  imports,  a  combination  that  would 
.  S.  growth  and  hold  back  inflation.  The  crisis 
ly  let  some  more  air  out  of  the  stock  market's 
Consequently,  policymakers  voted  on  Nov.  12  to 
le  overnight  federal  funds  rate  at  5.5%,  where  it 
?n  since  the  quarter-point  hike  on  Mar.  25. 

The  trouble  is,  the  extent 
of  the  Asian  fallout  on  the 
U.  S.  economy  will  not  be 
known  for  some  time.  And  if 
the  impact  turns  out  to  be 
small,  as  some  economists  es- 
timate, then  last  month's  em- 
ployment report  might  well 
become  a  key  focal  point  of 
economic  hindsight  in  1998. 
The  report  raises  questions 
about  the  Fed's  current  inac- 
n  the  very  grounds  put  forth  by  Fed  Chair- 
Ian  Greenspan  on  Oct.  8,  when  he  warned  that 
iwing  imbalance  between  labor  demand  and  sup- 
Id  eventually  lift  inflation. 
c  Greenspan's  abrupt  change  of  tone  last  month, 
itions  of  a  rate  hike  rose.  And  the  latest  num- 
low  that  um-elenting  strength  in  domestic  de- 
s  stretching  the  labor  markets  to  the  breaking 
jhart).  If  the  financial  markets  were  not  so  frag- 
job  data  would  have  galvanized  Fed  support  for 
ease.  But  for  now,  the  Fed's  hands  are  tied. 

CTOBER  EMPLOYMENT  REPORT  was  a  stun 

impanies  added  284,000  employees  to  theii*  pay- 
ringing  job  gi'owth  so  far  in  the  second  half  to 
)  per  month,  faster  than  the  233,000  monthly 
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-  SERVICES  ^ 

MANUFACTURING 


pace  in  the  first  half.  Manufacturers  beefed  up  their 
payrolls  by  the  most  in  nearly  eight  years,  indicating 
that  strong  factory  output  in  October  continued  to 
push  up  the  capacity  utilization  rate,  which  was  al- 
ready at  a  2J4-year  high.  The  data,  along  with  upbeat 
October  reports  from  retailers  and  the  nation's  pur- 
chasing managers,  suggested  that  the  economy  had 
not  slowed  one  iota  as  the  fourth  quarter  began. 

More  important,  the  unem- 
ployment rate  dropped  to  a 
24-year  low  of  4.7%,  from  4.9% 
in  September.  And  the  rate  is 
set  to  fall  still  further.  At  the 
1997  growth  rates  of  employ- 
ment and  the  labor  force,  the 
unemployment  rate  will  fall  to 
4.5%  by"  January,  1998.  That 
would  assure  further  upward 
push  on  wage  growth. 

Already,  wage  gi'owth  is  ac- 
celerating noticeably.  Average  hourly  earnings  of  pro- 
duction workers  rose  0.5%  in  October.  And  since  July, 
wages  have  risen  at  a  5.7%  annual  rate,  the  fastest  in 
any  tliree-month  period  since  1983.  That  pace  probably 
overstates  the  trend,  but  even  measured  from  a  year 
ago,  wage  growth  is  now  4.2%,  the  fastest  since  1989. 

THE  PAY  ACCELERATION  is  notable  because  it  is  led 
by  services,  where  wages  and  pi'ices  are  less  influ- 
enced by  foreign  competition  than  they  are  in  manu- 
facturing (chart).  Factory  pay  has  risen  3.7%  from  a 
year  ago,  actually  down  from  the  3.8%  increase  duiing 
1996.  But  ser\ice-sector  earnings  are  now  growing  at  a 
4.4%  pace,  up  from  4%  in  1996  and  3.3%.  in  1995.  Ser- 
vice jobs  are  76%  of  private-sector  payrolls. 

The  speedup  in  service  wages  has  been  broad.  Over 
the  past  year,  the  transportation  and  public  utilities 
grouping  has  accelerated  the  most,  followed  by  the  fi- 
nance, insurance,  and  real  estate  category.  The  quick- 
ening pace  in  both  I'etail  and  wholesale  trade  has  been 
ongoing  since  1995.  Moreover,  outside  of  finance,  ser- 
vices generally  are  not  bastions  of  high-tech  efficiency. 

To  be  sure,  robust  productivity  gains  in  the  second 
and  third  quarters  have  offset  the  impact  of  faster 
pay  growth  on  unit  labor  costs  this  year.  But  with 
pay  growth  accelerating,  1998  may  be  different.  Al- 
ready, productivity  growth  appears  set  to  fall  off  in  the 
fourth  quarter,  even  if  economic  growth  holds  at  the 
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strong  3.5%  pace  of  the  third  qu;u*ter.  That's  because 
the  October  data  suggest  that  hoiu's  worked  ai'e  picking 
up.  Next  year,  the  increasing  difficulty  in  finding  suit- 
able workers  is  likely  to  weigh  on  efficiency,  and  when 
the  economy  does  eventually  slow  down,  productivity 
gains  could  throttle  back  sharply  at  a  time  when  labor 
costs  are  rising  rapidly. 

FOR  NOW,  THAT  SLOWDOWN  is  nowhere  in  sight 
Job  gTowth  and  pay  gains  will  continue  to  fuel  con- 
sumer pui'chases,  housing  demand,  and  capital  spending 
this  quarter.  And  despite  recent  market  gyrations,  fi- 
nancial conditions  remain  favorable.  The  Standard  & 
Poor's  500-stock  index  is  up  24%  this  year  as  of  Nov. 
12,  and  long-term  interest  rates  have  fallen  by  a  per- 
centage point  since  April — and  by  a  half  point  since  ear- 
ly September. 

As  a  result,  strong  demand  for  goods  is  booslmg 
manufacturing.  Factories  added  54,000  workers  dur- 
ing October  (chart).  The  gain  was  the  broadest  since 
late  1994,  and  the  tkree-month  advance  was  the  largest 
since  early  1995.  Also,  the  factoiy  workweek  rose  to  42 
houi's,  from  41.8  in  Septembei'.  It  all  means  that  in- 
dustrial production  posted  another  healthy  increase  of 
at  least  0.5%  in  October,  suggesting  that  last  quar- 
ter's acceleration  in  output  is  continuing  this  quarter. 
Output  is  gi'owing  neai'ly  twice  as  fast  as  companies  are 
adding  new  capacity.  And  if  demand  doesn't  cool  off. 


production  and  distribution  bottlenecks  will  emege 
Because  domestic  demand  is  so  strong,  waitingfoi 
the  Asian  fallout  to  slow  overall  spending  coukrh? 
like  waiting  for  Godot.  According  to  economists  at  . 
Morgan  &  Co.,  if  U.  S.  export  growth  to  all  of  Asiy  i 
eluding  Japan,'  slowed  by  a  substantial  five  percn 
age  points,  the  direct  subtraction  from  U.  S.  econd 
growth  would  be  a  bit  less  than  0.2  percentage  pov 
Of  course,  current  projections  of  the  hit  to  the  I 
economy  vaiy  among  economists.  Math  most  agrees 
that  at  least  some  small  disinfiationary  impact  i 
cheaper  imports  will  be  part  of  the  effect.  j 

If  the  Asian  rumble  turns 
out  to  be  trivial  and  the  econ- 
omy's miniboom  continues  into 
1998,  then  Wall  Street's  cur- 
rent worries  are  centered  on 
the  wrong  bogeyman.  Right 
now,  the  financial  markets  are 
priced  for  no  Fed  tightening, 
not  only  for  the  rest  of  this 
year  but  into  1998  as  well.  At 
the  same  time,  the  October 
job  report  strongly  argues 
that  the  Fed  may  have  made  a  poKcy  mistake  by 
tightening  a  touch  more  in  1997  when  it  had  the  ch 
If  so,  correcting  that  miscalculation  could  come 
heavy  cost  to  both  investors  and  the  economy. 
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RUSSIA 

POSTPONED  REFORMS,  POKY  TAX  RECEIPTS 


Put  on  your  rose-colored  glass- 
es. It's  budget  time  in  Russia. 
Parliament  -wiW  soon  begin  debate 
on  a  1998  budget  that  unrealisti- 
cally  expects  $62  billion  in  rev- 
enues. The  plan  is  almost  sure  to 
pass,  even  though  sim- 
ilarly fantastic  fore-  RUSSIA'S 
casts  have  forced  huge  REVENUE  GAP 

spending  cuts  in  the 

past  two  years  (chart).     15  -   

Moreover,  borrowing- 
cost  targets  will  have 
to  be  revised  up,  since 
the  Central  Bank  of 
Russia  hiked  interest  ^ 
rates  shari)ly  on  Nov. 
10  in  order  to  defend 
the  ruble. 

The  Ki-emlin  had  promised  to 
institute  reform.  But  President 
Boris  N.  Yeltsin's  economic  team 
jettisoned  a  more  austere  budget 
and  delayed  proposing  a  new  tax 


REVENUES  AS  A 
PERCENT  OF  GDP 
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code  after  the  Communist  Party, 
which  controls  Parliament's  lower 
house,  thi-eatened  a  vote  of  no- 
confidence. 

So  far  this  year,  revenues  are 
running  at  just  52%)  of  budget  tar- 
gets. Corporations 
alone  owe  a  total  of 
$15.2  billion  in  taxes, 
but  collecting  them  is 
difficult.  Regional 
leaders  have  pres- 
sured Moscow  to  ease 
up  on  local  employers. 
And  many  companies 
won't  pay  until  the 
government  settles  its 
own  bills.  The  Ki'em- 
lin  owes  $13.5  billion  to  contrac- 
tors. Government  utility  and  ship- 
ping monopolies  are  also 
squeezing  businesses  by  charging 
high  taiiffs.  Reformers  have 
pledged  to  slash  tariffs  and  swap 
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taxes  for  debt  with  contractors, 
but  progress  is  slow. 

At  least  a  better  economy  is 
helping  revenues.  The  economy 
will  rise  by  at  least  1%  this  yea: 
the  first  upturn  since  1990.  And 
will  likely  grow  3%-  to  5%  in  19i 
Inflation  is  down  to  12%- — a  wel 
come  improvement— but  one  thj 
worsens  fiscal  problems.  Meetinj 
fLxed  budget  targets  wasn't  hare 
in  1995,  when  inflation  was  1329 

For  the  past  yeai',  Russia's 
stock  market  has  been  a  top  pei 
former.  The  government  has  cap 
talized  on  the  rally  by  issuing  $^ 
billion  in  Eurobonds  and  raising 
more  than  $2  billion  this  year  h} 
taking  former  state  enterprises 
public.  But  most  privatization  - 
gems  are  gone,  leaving  Moscow 
with  one  less  source  to  tap  for  t 
revenues  it  desperately  needs. 
By  Carol  Matlack  in  Mosa 
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She  manages  a  career,  a  family  and  the  household  assets. 
Super  woman?  No,  the  average  woman. 


It's  no  longer  unusual  for  a  woman  to  oversee  the  family  assets.  The  secret,  as  with 
everything  else  in  your  life,  is  doing  it  well.  You'll  want  all  the  tools  successful  investors 
use  to  master  their  portfolios.  Including  the  insight  a  Smith  Barney  Financial  Consultant 
can  offer  you.  With  the  right  partner,  you  can  do  more  than  take  control  of  your  financial 
life.  You  can  actually  enjoy  it. 

For  your  complimentary  copy  of  "The  Journey  To  Financial  Empowerment," 
call  1-800-EARNS-IT,  EXT.  627. 


SmithBarney 

They  make  money  the  old-fashioned  way. 
They  earn  it. 


ith  Barney  Inc  Member  SIPC. 


A  Member  of  TravelcrsGroitpi 


News:  Analysis  &  Commeriary 


THE  GLOBAL  ECONOMY 


NOW  FOR 
THE  SLOW 
TRACK 


Is  the  U.S.  push 
for  worldwide  free 
trade  running  out 
of  steam? 


For  50  years,  Corporate  America 
has  counted  on  Washington  to 
harangue  a  protectionist  world 
into  demolishing  trade  barriers. 
The  result:  robust  global  growth. 
Fi-om  the  Tokyo  and  Uiuguay  rounds  of 
multinational  trade  talks  to  the  North 
American  Free  Ti-ade  Agi-eement  and 
market-opening  deals  with  Japan  and 
Europe,  ihe  U.S.  government  has 
helped  to  spiu'  a  golden  era  of  export-fu- 
eled economic  expansion.  Since  1991,  in 
the  U.  S.,  exports  have  risen  46%,  while 
the  economy  itself  has  grown  22%. 

Is  that  ei'a  now  in  danger  of  ending? 
On  Nov.  10,  after  an  ami-twisting  and 
dealmaking  campaign  failed  to  scare  up 
the  votes  he  needed,  President  Clinton 
gave  up  on  a  bill  to  give  him  "fast- 
track"  authority  to  negotiate  trade  deals 
vvithout  congressional  intei-vention.  Clin- 
ton is  gamely  talking  about  getting  his 
fellow  Democrats — many  avowedly  anti- 
free  ti-ade — in  line  for  another  vote  next 
year,  but  the  j^rospects  are  slim  (page 


57).  The  picture  didn't  improve  when, 
days  after  Clinton's  fast-track  drive 
stalled,  five  companies  in  appai'el-making 
and  other  import-sensitive  businesses 
cut  15,000  jobs. 

"TIME-OUT"?  Now,  government  officials 
and  business  leadei's  around  the  world 
are  wondering  whether  an  end  to  the 
U.  S.  crusade  for  free  trade  means  that 
the  rapid  integration  of  the  global 
economies  will  slow  or  even  reverse.  If 
nothing  else,  nations  "may  end  up  tak- 
ing a  time-out"  on  economic  integTation, 
predicts  former  top  Commerce  Dept. 
trade  official  David  J.  Rothkopf. 

For  U.S.  exporters,  it's  a  pause 
that  distresses.  While  there's  little  sign 
of  a  retreat  to  protectionism,  business 
execs  are  leery  about  the  U.  S.  sitting 
on  the  sidelines  as  other  nations 
exjjand  multilateral  trade  blocs  and 
move  toward  linking  them — the  way 
the  European  Union  now  cooperates 


with   Mercosur  in   South  Ame 
The  biggest  immediate  impact 
Clinton's  defeat  "will  be  the  abseii 
additional  opportunity,"  particular 
Latin  America,  laments  Joseph  T. 
man,  chairman  and  ceo  of  tkw 
"Mercosiu-  will  continue  to  lead,  tlic 
ropeans  will  continue  to  gain  an  ad 
tage,"  and  the  U.  S.  will  be 
more  isolated  by  regional 
barriers,  says  Gorman. 
In  April,  Clinton  had 
hoped  to  lead  a  34-na- 
tion  summit  in  Santiago 
to  fashion  a  hemispheric  fi-ee- 
trade  zone.  Now,  South  Ameri- 
can nations  will  likely  proceed  mor 
slowly. 

Not  that  the  Administration  is 
ceding  anything.  "We  have  no  inte' 
of  ceding  our  global  leadership  ro  , 
anyone  else;  we  are  undaunted,"  in] 
U.  S.  Ti-ade  Representative  Chai-j 


WITHOUT  FAST  TRACK.  HOW  U.S.  TRADE  INmATIVES  WILL  F 


NAFTA  EXPANSION?  Maybe  not.  The 
Administration  wants  to  add  Chile  to 
the  North  American  free-trade  zone. 
But  Chile  refuses  to  bargain  without 
assurances  that  Congress  won't  try  to 
rewrite  an  agreement  reached  with  the 
Administration. 


HEMISPHERIC  FREE  TRAD 

President  Clinton  hopes  to  set 
negotiations  to  create  a  34-na 
spheric  free-trade  zone  by  20 
will  continue  with  a  second  su 
meeting  next  April,  but  momer 
expected  to  slow. 
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fsky.  And  indeed,  rou- 
ade  negotiations — with 
n  glass  imports,  with  Ko- 
autos,  with  Europe  on 
ceuticals — can  proceed  as 
i.  Even  global  talks  on 
munications  can  go  forwaixl 
)re  because  no  U.  S.  laws 
)e  affected  (table), 
will  a  congi'essional  setback  for 
S.  President  slow  the  rush  to- 
lobalization.  Still,  the  defeat 
at  the  same  time  as  the 
;ontinues  its  unrelenting 
ir  climb  and  gi'owth  re- 
sluggish  in  economies 
the  world.  The  combi- 
is  expected  to  limit  U.  S. 
growth,  while  the  strong 
ly  guarantees  that  U.  S.  con- 
wiW  suck  up  more  and  more  in- 
^ly  cheap  imports.  As  a  result, 
rent  account  deficit  appears  head- 
Si  15  billion  by  yearend.  Econo- 
;ar  that  the  growing  trade  deficit 
ave  as  much  as  a  half  percentage 
from  gross-domestic-product 
in  1998. 

HANDED.  The  loss  of  fast  track 
isn't  help  to  tilt  the  balance  back 
U.  S.  In  major  trade  talks,  such 
A.sian-Pacific  Economic  Coopera- 
rum,  which  Clinton  will  attend 
landed  on  Nov.  25,  other  nations 
reluctant  to  put  theii*  best  offers 
table.  They  know  that  Congress, 
looking  over  the  President's 
r,  might  eventually  demand  more 
ions.  Also,  the  fact  that  Clinton 
)e  able  to  push  through  major 
-opening  deals,  "gives  every 
u'ound  the  world  the  excuse  they 
at  to  buck  local  economic  inter- 
ays  I.  M.  Destler,  a  trade  policy 
at  the  University  of  Maryland, 
t  worries  U.  S.  business,  which 
3  counted  on  America's  aggres- 
sive trade  negotiators  to  open 
markets,  protect  their  copy- 
rights, and  monitor 
cheating.  Upcoming 
World  Trade  Or- 
ganization de- 
liberations on 
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to  deliver  an  American  product  that  is 
competitive  anymore,"  says  axia  ceo 
Dennis  W.  Sheehan. 

Intel  Corp.  had 
hoped  that  a 
hemispheric  free- 
trade  agreement 
might  reduce  tariffs  on  computers  and 
semiconductor's  that  average  12% 
throughout  South  America.  Now, 
the  chipmaker  can  only  dr-eam — or 
continue  to  shift  production  to 
the  South.  The  company  is  al- 
ready building  a  testing  and  as- 
sembly plant  in  Costa  Rica. 
Electronic  Data  Systems  Cor-p. 
CEO  Lester  M.  Alberthal  Jr-.  says  that 
such  production  shifts  may  have  to  con- 
tinue. Without  fast  track,  "America  loses 
out,"  he  concludes. 

What  next?  Fast-track  opponents  are 
not  relenting.  House  Minority  Leader 
Richard  A.  Gephardt  (D-Mo.),  who  lined 
up  163  Democratic  votes  against  the 
fast-track  bill,  will  soon  submit  his  own 


intellectual-pi'operty-rights  protections 
for  the  Intei-net  are  expected  eventual- 
ly to  involve  nearly  all  of  the  oi'ganiza- 
tion's  103  members.  And  fast-tr'ack  au- 
thority "brings  for-eign  governments  to 
the  negotiating  table,"  insists  Bi'adfor'd 
L.  Smith,  associate  general  counsel  for 
Microsoft  Corp. 

Indeed,  because  Clinton  didn't  have 
fast-track  authority^  Chile  lost  interest  in 
talks  to  join  nafta  in  1995.  Today,  trade 
with  Chile  remains  stifled  by  11%  tariffs 
not  applicable  to  Canada,  Brazil,  and 
Mexico.  To  get  ar'ound  the  tariffs.  Cater- 
pillar Inc.  is  considering  shifting  the 
manufacturing  of  its  heaviest  bulldoz- 
ers and  earth  movers  from  the  U.  S.  to 
its  Brazilian  plant,  axia  Inc.,  an  Oak 
Brook  (111.)  appUance-parts  supplier,  has 
watched  customers  such  as  General 
Electric  and  Whirlpool  move  pi-oduction 
south.  "Pretty  soon,  we'i'e  going  to  have 
to  foUow  them  because  we  won't  be  able 


fast-track  legislation.  It  vrill  include  pro- 
visions requiring  U.  S.  negotiator's  to 
make  minimal  labor  and  environmental 
standai'ds  a  prerequisite  for  trade  ex- 
pansion with  other  nations.  And  the  Ad- 
ministi'ation  will  also  try  to  address  the 
contentious  issue  surrounding  fast  track. 

Will  guarantees  for  labor  rights  and 
environmental  protection  in  other  coun- 
tries take  their  place  beside  provisions 
on  investment  and  copyright  protections 
in  the  ti'ade  agr-eements  of  the  future? 
Business  lobbyists  are  adamant:  Don't 
muddy  fi'ee-tr-ade  talks  with  labor-  and 
environmental  provisions.  "When  you 
start  to  pile  on  important  but  unrelated 
items,  that  gets  in  the  way  of  finalizing 
the  most  effective  trade  agreements," 
says  Arthur  D.  Collins,  president  and 
chief  oper-ating  officer  of  Medtronics  Inc., 
a  $2.5  billion  manufactiu-er  of  pacemakers 
and  medical  devices.  He  credits  the  Ad- 
ministration's trade  agenda  vrith  helping 


THE  SURGE  IN  TRADE 


IFIC  RIfVI  TRADE  LIBERAL- 

^linton  will  propose  opening 
environmental  technology, 
noes,  and  information  tech- 
1  Asian-Pacific  Economic 
forum  on  Nov.  25.  But 
)e  hard  to  secure. 


WORLD  TRADE  ORGANIZATION?  The 

WTO  is  negotiating  new  trade  deals  in 
financial  services  and  telecom.  The  U.S. 
doesn't  need  fast  track  for  its  bargain- 
ing here,  but  the  Administration's  ability 
to  cut  deals  on  sensitive  agricultural 
trade  in  1999  may  be  crippled. 
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his  company  establisli  a  manufacturing 
operation  recently  near  Shanghai. 

But  business  may  have  no  choice  but 
to  confront  the  growing  pubHc  fears 
that  free  trade  leads  inevitably  to  eco- 
nomic and  social  disruption.  "The  polls 
show  there  is  a  lot  of  uncertainty  among 
Americans,  so  those  of  us  who  believe  in 
its  benefits  are  going  to  have  to  start 
thinking  about  how  we  address  their 


fears,"  says  Commerce  Secretary  Wil- 
liam M.  Daley.  "Putting  some  minimal 
labor  and  environmental  standards  in 
fast  track  is  the  best  way  to  build  a 
constituency  for  free  trade,"  says  Su- 
san A.  Aaronson,  a  trade  historian  at 
the  Brookings  Institution. 

Finding  a  compromise  seems  like  a 
tall  order,  with  the  wounds  in  the  Dem- 
ocratic Party  still  fresh  and  with  labor 


and  business  contmuing  to  snarl  at  aci 
other.  But  if  both  sides  can  agi-ee  n  a 
compromise  to  include  labor  and  thJeiv 
vii-onment,  CUnton  might  well  regaiihif 
trade  negotiating  authority — and  Ajier-' 
ica  could  recoup  its  stature  as  the  laiel 
missionary  for  the  gospel  of  free  tijde. 
By  Paul  Magnusson  and  Amy  hr- 
rus  hi  Washington,  with  Peter  Gah^ke 
in  Cleveland  and  bureau  reports  \ 


TRADE 


THE  BUCK  KEEPS 
ON  BUCKIN' 

Is  the  dollar  now  so  strong 
that  it  threatens  U.S.  growth? 

For  most  of  his  fii'st  term.  President 
Clinton  tried  in  vain  to  reassure 
currency  traders  that  he  wasn't 
looking  to  drive  down  the  dollar  to  per- 
suade foreign  nations  to  open  theii'  mai  - 
kets  to  U.  S.  goods.  Oh,  how  times  haw 
changed.  After  sinking  to  postwar  lows 
against  the  Japanese  yen  in  1995,  the 
gi'eenback  has  rebounded — and  remains 
so  strong  that  it  now  tlireatens  to  pincli 
U.  S.  exports.  The  dollar  "is  going  in 
the  wrong  direction  as  far  as  we're  con- 
cerned," grumbles  Ford  Motor  Co. 
Chairman  Alexander  J.  Trotman. 

But  the  bad  news  for  U.  S.  exporters 
is  a  blessing  for  other  nations,  particu- 
larly Mexico  and  those  in  Asia,  which 
have  devalued  their  cmrencies  in  hopes 
of  expoiting  their  way  out  of  economic 
distress.  Lawi-ence  L.  Kj-eicher,  chief 
economist  for  Alliance  Capital  Manage- 
ment, predicts  that  at  the  dollar's  cur- 
rent level,  U.  S.  expoits  abroad  will  rise 
only  6%  in  1998,  compared  with  12% 
this  year-.  Meanwhile,  in  the  booming 
U.  S.  economy,  the  appetite  for  imports 
is  expected  to  grow 
another-  20%  to  25%.  in 
1998.  While  lower- 
priced  imports  will 
help  to  keep  inflation 
in  check,  they  may 
play  havoc  with  U.  S. 
companies'  profits  and 
the  job  market.  At  the 
very  least,  one  result 
will  be  a  further 
widening  of  this  year's 
projected  $200  billion 
trade  deficit  in  goods 
alone  to  as  much  as 
$250  billion  next  year. 

But  even  that  esti- 
mate may  prove  too 


GROWING  APPETITE:  Imports  may  surge  between  20%  and  25%  next  year 
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low  if  the  dollar  keeps  climbing,  as 
many  currency  pros  are  predicting.  Af- 
ter all,  the  nearly  seven-year-old  U.  S. 
expansion  shows  few  signs  of  waning, 
and  the  federal  budget  deficit  has  been 
all  but  erased.  Moreover,  Asia  isn't  the 
only  region  where  U.  S.  trading  part- 
ners are  struggling:  Europe's  economies 
remain  largely  stagnant  anti  govern- 
ments ai'e  still  ftimbling  to  create  a  com- 
mon currency  by  1999.  So  Wall  Street 
ti'aders  see  nothing 
but  a  rising  dollar.  "I 
can't  see  any  currency 
around  the  world  gain- 
ing on  it,"  says  Michael 
R.  Rosenberg,  director 
of  international  fixed- 
income  research  for 
Merrill  Lynch  &  Co. 

Certainly,  it  won't 
be  the  yen — at  least, 
not  anytime  soon.  Cui'- 
rency  experts  say  the 
turmoil  in  Thailand, 
Malaysia,  and  now 
South  Korea  reduces 
the  odds  that  Japan 
will  shake  out  of  its 


current  funk  in  the  near  future-|ati 
outlook  that  should  scare  investoi^o  ■ 
of  Asia  and  into  the  U.  S. 

What's  more.  Wall  Street  is  discian. 
ing  earlier  talk  that  Tokyo's  troujet 
banks  might  start  puUing  out  bilUonlin 
vested  in  U.  S.  Ti-easmies  to  shor(;U- 
then-  tattered  balance  sheets.  To  thecr.. 
traiy,  when  Tokyo's  long-awaited  d(iep 
ulation  of  financial  institutions  oci 
next  spring,  traders  expect  a  staiiiM 
out  of  Japanese  bonds  that  pay  less 
2%'  and  into  U.  S.  bonds  yielding  ai'ii 
6%.  "The  only  thing  keeping  Japr.c' 
balance  sheets  glued  together  is  iiei 
foreign  investments,"  says  David  In 
rant,  cuirency  strategist  with  I.  IX  ' 
Inc.  The  bottom  line:  The  dollar  . 
rise  from  125  yen  to  130  by  Chn-  ^ 
and  140  next  summer.  That  could  (i 
the  U.  S.  trade  gap  with  Japan — ."vi" 
lion  this  year — to  a  new  high. 

Long  term,  a  slowing  econoniyi 
soaring  trade  deficits  could  imjiiiii' 
ton's  chances  for  new  ti-ade  deals.  5 
as  the  only  global  engine  of  gri  \ 
that's  firing,  that  may  be  the  i)rict:l 
U.  S.  has  to  pay. 

By  Dean  Faust  in  Washin'O 
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COMMENTARY 

By  Christopher  J.  Farrell 

THE  UBOR  POOL  IS  DEEPER  THAN  IT  LOOKS 

the  U.  S.  economy  running  out  they  may  well  want  to  work  another  rate  of  men  55  to  64  started  flatten- 
■  workers?  In  October,  the  na-        20  to  30  years,"  muses  Olivia  S.  ing  out  about  a  decade  ago  and  has 

on's  unemployment  rate  dropped    Mitchell,  economist  at  the  Wharton       sharply  risen  since  1994.  Today's  el- 
.7%,  its  lowest  level  since  1973.      School.  derly  workers  are  better  educated 

inesses  are  complaining  bitterly         At  the  same  time,  the  attitude  of      and  in  far  better  health  than  earlier 
it  how  difficult  it  is  to  fill  vacan-    older  men  toward  work  is  changing.      generations.  In  addition,  working 

And  according  to  Federal  Re-  For  most  of  the  five  decades  since  with  computers  is  less  physically  tax- 
e  Board  Chairman  Alan  World  War  II,  a  number  of  factors        ing  than  laboring  all  day  on  an  as- 

jnspan,  labor  markets  are  so  combined  to  draw  aging  woi'kers,         sembly  fine.  "The  baby-boom  genera- 

t  that  wage  inflation  is  in-  mainly  male,  out  of  the  job  market.       tion  has  a  much  greater  stock  of 

ible  if  the  current  growth  rate       Among  them:  mandatoiy  I'etirement,     human  capital  and  skills  than  older 
inues.  Social  Security's  strong  work  disin-       generations,  and  they  wall  be  able 

espite  these  fears,  however,  eco-  to  use  these  skills  well 

ic  growth  is  not  about  to  be  de-  ^--^^  ^^^^  their  60s,"  accord- 

ed by  labor  shortages.  Women  "  Richard  V. 

inue  to  join  the  work-  .ST^im         \  (<t^'\-  A     Burkhauser,  an  econo- 

5  in  record  numbers.  "*  "  I  jjf^o^  -OKs.^^^        y--^^ ^'^^  Syi'acuse 

U. S.  is  still  a  mag-     /  /J^B^^  "^m^^ r  /  University, 

for  skilled  immi-         |  ( ^^^^l  READY  TO  ROLL.  The 

its  looking  for  |  T  tJw</^^~\I        demand  for  older 

i.  And  the  proper-     Vl  ^tgSS^^WK  jf^^mk  iT^^^LX^iJi       workers  is  up,  too. 

of  older  men  who      I\  \/VwfV®  "Companies  are  finding 

employed  or  else       j  X  Y  \^JS§Q_  ^^^[^^ /      that  over-55  workers 

ing  for  work  has       V     \^  ^^^l^r  '^{^%>'4l     J     ^^"^  ho^h.  experienced  and 

ted  to  rise,  revers-     \  '  '^^^^~Y~J^^V^W^^      hard-working,"  says  John 

Dne  of  the  most  dra-    V.  J  \_J\^r\\         Challenger,  executive 

c  social  changes  of  ^^""Xjni^  ^        ^"^^^  vice-president  at  Chal- 

postwar  era  (chart).  ^*«>»,^^  f  ^'^^^i-***^     linger.  Gray  &  Christ- 

3  early-retirement  trend  e     /^''!!>>^  I      '^^^  intemation- 

ng  older  American  men  ^^^''••fc.te  /      '^g'^s^^^     J      al  outplacement  firm, 

ainly  appears  to  be         HIDDEN  RESOURCE  j  y  '^^^JTT  Other  forces  are  feed- 

•,"  says  Joseph  R  A  waVP  of  WOmen  ing  the  labor  supply.  The 

m,  an  economist  at  wave  wi  wuiiicii,  number  of  working-age  immigi'ants 

;on  College.  Immigrants,  and        centlves,  and  rules       rose  ft-om  515,000  in  fiscal  1995  to 

hese  groups — women,      nlHpr  mpn  i«  ^^^^  were  built  into      670,000  in  1996,  with  anivals  finding 

igrants,  and  older  UlUci  mtili  lb  most  traditional  pen-     eager  employers  everywhere  from 

— have  helped  the  U.S.  helping  Strong  U.S.    sion  plans  that  made     Sihcon  Valley  to  city  convenience 
r  force  increase  at  a       pr-nnnmir'  cfrnwth         ^^^^      "^^^^^^s      stores.  And  rising  levels  of  education 
5  annual  rate  for  the       ctUIlUllilL  glUWlIl       to  retire  before  age      in  developing  countries  will  make 

18  months.  That's  well  above         65  and  penalized  those  who  stayed        them  more  valuable  as  a  source  of 
rate  of  1%  or  so  that  most  fore-      too  long  on  the  job.  The  result:  By  workers. 

ers  thought  possible.  Indeed,  this     1985,  only  33%  of  65-year-old  men  Of  course,  more  could  be  done  to 

;e  of  new  workers  is  a  main  rea-     were  in  the  labor  force,  down  from       encourage  more  people  to  work.  De- 
why  the  U.  S.  has  enjoyed  strong    71%  in  1950.  spite  improvements,  federal  limits  on 
lomic  gi'owth  with  a  low  rate  of         But  the  financial  incentives  to  di'op    earnings  and  tax  policies  still  place  a 
B  inflation.                                  out  of  the  workforce  have  weakened     heavy  burden  on  anyone  wanting  to 
TY-NEST  MOMS.  And  there  is          since  the  mid-1980s.  The  mandatory      work  past  62.  And  the  recent  trend 
ty  of  room  to  mn.  For  example,      retirement  age  has  toward  tightening 
it  60%  of  adult  women  now  par-      been  outlawed  for  a           OLDER  MEN  COME  BACK  immigi-ation 
late  in  the  labor  force,  up  fi'om        vast  majority  of  work-                    y^gQp  PORQE         could  backfii-e. 
in  1990.  But  that's  still  below        ers.  And  the  recent  Nevertheless,  it's 
77%  of  men  working  or  looking       shift  toward  defined                                                  clear  there  is  a  lot 

ivork.  "I  expect  women's  and  contribution  savings  70     of  room  for  the 

's  labor-force  participation  rates      plans,  such  as  401(k)s,         ^^^W  workforce  to 

onverge,"  says  Heidi  Hartmann,      rewards  people  who  68  ^^^^^^^W^   grow — and  that 

ctor  of  the  Institute  for  Women's     can  stay  employed  and        ^ViPPii^^P^^\k>.^^       goes  for  the  econo- 

cy  Research.  Many  women  who       keep  adding  to  their  ^^JBuBC^C^Ej^ 

the  workforce  when  they  had         retirement  accounts.  ^Ejffi2BByM»_--__i_i-i 

Iren  may  return  as  their  children        Older  men  seem  to         °80        85        90        %  v  Farrell  is  a  con- 

older.  "These  women  have  had  a  be  responding.  The  la-  a  percent  -12  months  ending  oct  97  trihuting  editor  in 
ide  or  so  of  work  experience,  and    bor-force  participation  data  bureau  of  labor  statistics  economics. 
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TRANSPORTATION 


THE  RAILS:  TROUBLE  BEHIND. 
TROUBLE  AHEAD 

UP's  pileup  is  costing  billions-and  may  nudge  up  prices 


For  most  Americans,  the  service 
meltdown  on  the  Union  Pacific  Rail- 
road seems  like  an  obscure  event — 
like  a  war  between  two  far-off  coun- 
tries whose  names  one  can't  keep 
straight.  But  after  more  than  three 
months  of  tying  up  deliveries  of  every- 
thing from  scrap  metal  to  flower  pots, 
UP's  struggle  is  sending  aftershocks 
thi'ough  the  economy.  The  Fed- 
eral Reserve,  in  its  October 
"beige  book"  report,  says  that 
in  parts  of  California,  "general- 
ly positive  views  of  the  econo- 
my were  tempered  by  many 
reports  of  shipping  bottle- 
necks." In  the  Pacific  North- 
west, the  Fed  reported  that 
"capacity  constraints . . .  partic- 
ularly in  rail  transportation, 
could  restrain  fiuther  growth." 

The  toll  is  mounting.  Econo- 
mist Bernard  L.  Weinstein  at 
the  University  of  North  Texas 
figures  that  the  UP  mess  is  "at 
least  a  billion-dollar-a-month 
problem"  for  the  country. 
That's  manageable  in  a  thriving 
$8  trillion  economy.  But  Wein- 
stein believes  consumers  will 
eventually  feel  the  pinch  in  the 
form  of  higher  prices  for  eveiy- 
thing  from  electric  power  to 
chicken. 

The  congestion  and  short- 
ages are  raising  broader  con- 
cerns about  the  health  of  the 

MESS  ON  THE  TRACKS:  And 

shippers  are  eating  the  costs 

nation's  transportation  infrastructure 
and  its  ability  to  support  further  eco- 
nomic expansion.  Indeed,  with  more  and 
more  companies  relying  on  Just-in-time 
inventory  systems,  transportation  blips 
hit  the  economy  harder.  "There  is  an 
ongoing  discussion  about  whelbf-r  the 
transportation  system  has  enou>'h  ca- 
pacity in  general, '  -ays  Linda  •>  Mor- 
gan, chaimoman  of  he  federal  >S  rface 
Transportation  Board,  which  ov.  sees 
the  rail  industry.  On  Oct.  31,  the  lard 
declared  an  unprecedented  "trans},  rta- 
tion  emergency"  in  the  West  and  r- 
dered  up  to  temporarily  open  up  some 


of  its  Houston  business  to  competition. 
Regulators  will  review  the  order  on 
Dec.  3  to  deteiTnine  if  they  should  take 
more  drastic  action. 

That  can't  come  too  soon  for  Ken  J. 
Legler.  The  transportation  bottleneck 
gi-ipping  Houston  and  extending  to  Cal- 
ifornia is  ab'eady  j^ainfully  costly  for  his 
Houston  Wu'e  W<.irks,  which  makes  met- 


Rail  Corp.,  which  it  acquired  lastfal 
Since  then,  backlogs  and  cap^it 
crunches  have  developed  among  fv; 
railroads  and  truckers  already  stfl| 
gling  to  keep  up  with  strong  demar;  z 
the  economy  has  continued  its  se|ei 
year  expansion. 

Tr-ucking  companies  such  as  '^I 
Hunt  of  Arkansas  and  MS  Carrier  ( 
Memphis  have  been  turning  away  ps 
ness  for  lack  of  drivers  or  equipmen,  I 
Florida,  hundreds  of  miles  from  th\v 
system,  tomato  grower  Jay  Taylor, 
ident  of  Taylor  &  Fulton  Inc.,  wo; 
that  the  extra  demand  for  trucks 
West  might  soon  drive  up  freight 
for  all  customers.  Meanwhile,  contaifei 
are  stacked  four  deep  at  the  port;i 
Los  Angeles  and  Long  Beach,  w|e 

TOO  LEAN  AND  MEAri 

RAILROAD  PAYROLLS 
ARE  DOWN... 


...AND  WORKLOADS 
ARE  UP 


CARLOADS 
PER  EMPLOYEE 

 I  I  '    I  ' 


al  racks  for  transporting  bottled  water. 
Legler  figures  his  shipping  costs  soar 
25%  when  he  ships  by  tmck.  And  with 
rivals  nationwide,  he  doesn't  dare  raise 
prices.  "I  can't  continue  to  eat  the  cost," 
he  moans.  To  stay  profitable,  he's  con- 
sidering reducing  his  contributions  to 
his  employees'  i-etirement  plan. 

Legler  is  just  one  of  hundreds  of 
shippers  hurt  by  up's  gridlock.  And  for 
every  shipper,  there's  a  customer  at  the 
other  end  seeking  another  supplier  or 
going  without  needed  materials. 

It  all  started  with  up's  bungled  ef- 
forts to  merge  with  Southern  Pacific 
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are  already  hampered  by  labor  sh 
ages  and  siu'ging  imports  from  ac 
the  Pacific,  up  rival  Bui'lington  Nortl 
Santa  Fe  Corp.  could  take  more  l 
ness — but  it's  short  of  locomotives. 
BUMPER  CROPS.  Dallas-based  Union 
cific  Corp.,  parent  of  the  nation's  lar 
railroad,  insists  there's  light  at  the 
of  the  tunnel  for  up.  ceo  Richarc 
Davidson  says  a  cleanup  by  yearen 
still  in  sight.  The  railroad  has  le? 
about  100  locomotives  since  August,  ti 
it's  bringing  back  retired  workers  tu 
borrowing  employees  from  other  :il 
roads.  "The  railroad  is  flowing  prljl 
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docking  station,  and  power  adapter.  In  short,  the  Phenom  is  the  most  <"«i°" 
complete  handheld  PC  solution  out  there.  wimows-ce 

Get  your  hands  on  the  phenomenally  portable  Phenom  handheld  PC, 
For  information,  contact  800-243-0000  or  www.lgphenom.com. 
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fluidly  across  the  southern  tier  now," 
insists  Davidson,  whose  timetable  meets 
wides))read  skepticism  from  customers. 

Still,  Davidson  would  be  the  first  to 
admit  there's  more  to  do.  With  record  or 
near  record  hai"vests  of  wheat,  soybeans, 
and  corn,  UP  would  have  been  hard 
pressed  to  meet  demand  under  any  cir- 
cumstances. On  top  of  that,  the  system 
is  pressed  by  holiday  shipments  and 
record  impoits  from  Asia. 

Some  shii)pei-s  wonder  if  up  cut  too 
deep  as  it  worked  to  absorb  two  merg- 
ers in  the  past  two  years.  But  many 
railroads  have  slashed  jobs  and  boosted 
productivity  since  rail  deregulation  in 
1980.  "It  was  downsizing  and  getting 
rid  of  people  that  made  these  stocks 
such  darlings  of  investors  in  the  first 
half  of  the  '90s,"  says  rail  analyst  James 
M.  Higgins  at  Donaldson,  Lufkin  &  Jen- 
rette  Inc.  "Now,  we're  at  a  period 
where  the  thing  that  was  supposed  to 
keep  that  going — mergers — isn't  work- 
ing over  the  near  term." 
THE  OTHER  SHOE.  Consolidation  was  sup- 
posed to  make  things  better,  or  so  said 
the  dealmakers.  "We  have  the  bulk  of 
our  efficiency  and  sei^vice  improvements 
ahead  of  us,"  insists  Robeit  D.  Ki-ebs, 
CEO  of  Burlington  Northern.  But  the 
system's  current  woes  are  fueling  de- 
mands by  some  sWppers  for  Congi-ess  to 
create  more  rail  competition.  "The  long- 
term  solution  is  more  choices,"  argues 
IMichael  Petmccelh,  directoi'  of  chemicals 
distribution  foi-  ppg  Industries  Inc.  of 
Pittsburgh.  He  figiu-es  the  $7.2  billion 
company  has  lost  only  $1  million  so  far 
due  to  delays  fi'om  up  tie-ups,  but  he's 
worried  about  future  problems.  "This 
thing  has  the  potential  to  hurt  us,"  he 
says.  "It's  like  a  shoe  waiting  to  di'op." 

Rail  customers  are  scrambling  to  min- 
imize the  imjmct  fiuther  down  the  supply 
chain.  Indeed,  retaOere  such  as  Wal-Mail, 
Sears,  and  Mervyn's  report  few,  if  any, 
delivery  problems.  At  com-refiner  Cer- 
estar  usa  Inc.,  some  rail  shipments  of 
its  syini^s,  starches,  and  other  pi'oducts 
ai'e  taking  about  three  times  the  nonnal 
schedule,  says  transportation  manager 
Robert  A.  Sieffert,  and  the  extra  cost 
to  Cerestar  is  over  $200,000  so  fa)-.  Still, 
he  predicts  little  impact  on  sales. 

Few  producers  think  they  can  pass 
on  higher  costs,  though,  thanks  to  com- 
petition from  overseas  or  from  rivals 
unaffected  by  UP's  trouble.  And  while 
some  are  trying  to  reduce  their  depen- 
dence on  Union  Pacific,  that's  not  an 
option  for  most.  All  they  can  do  now  is 
hunker  down  and  wait  for  this  storm 
to  pass. 

Bjj  Wendy  Zclliicr  in  Dallas,  iviUi 
biireav  ivporis 


COMMENTARY 


By  Geoffrey  Smith 

KODAK'S  FOCUS 
MAY  BE  TOO  NARROW 


Will  Chairman  George  M.C. 
Fisher's  i-estructuring  plan  for 
Eastman  Kodak  Co.  work?  On 
Nov.  11,  the  revered  former  Motorola 
Inc.  chairman  described  how  he  will 
streamline,  cut  $1  biUion  in  costs, 
and  eliminate  10,000  jobs. 

Even  those  measures,  however,  are 
only  a  start.  Wliat  ails  this  corporate 
icon  runs  far  deeper  than  bloat  and 
sluggish  gi'owth.  Kodak  has  been  re- 


SMALLER  TURF? 

Fisher  will  concentrate  on 
digital  print  stations  in 
stores,  not  PC-imaging-^ 


peatedly  caught  slcciiinu-  while  rivals 
invaded  its  turf — in  tilm  and  digital 
imaging.  Fisher  outhned  plans  to  deal 
with  those  pi-oblems,  too. 
DISAPPOINTED.  But  he  under- 
whelmed the  analysts:  Fisher  provid- 
ed scant  details  about  where  the  cut- 
backs will  come  or  how  he  will  fight 
back  against  a  sui'ging  Fuji  Photo 
Film  Co.  "He  might  cut  prices  1%  or 
10%.  We  just  don't  know,"  says 
Smith  Barney  Inc.  analyst  Peter  J. 
Enderlin.  Investors  were  disappoint- 
ed. Kodak  shares  fell  6%,  to  62. 

Analysts  may  be  more  distressed 
when  they  finish  dissecting  Kodak's 
21st  century  strategy.  In  refocusing 
the  company's  money-losing  efforts  in 
digital  photogi'aphy,  Fishei'  has  re- 
solved to  go  after  only  one  niche, 
while  sidestepping  potentially  larger 
long-term  markets.  "He  may  be 
mortgaging  Kodak's  future,"  says 
Northwestern  University  marketing 
professor  Mohan  Sawhney.  He  has 
opted  to  concentrate  on  digital  print 
stations  in  retail  stores  where  people 
get  their  film  developed.  Kodak  has 


already  installed  13,000  kiosks  that^ 
sometime  next  year,  will  let  con-  i 
sumers  access  photos  fi'om  the  Intf- 
net,  manipulate  them,  and  print  ; 
them.  Fisher's  major  digital  initiatJ? 
now  will  be  to  install  more  kiosks. 

That  could  keep  Kodak  on  the 
sidelines  of  the  most  promising  dig 
tal  market  of  the  next  decade — the, 
home  digital  darkroom,  a  setup  th? 
lets  consumer's  digitize,  store,  mani- 
ulate  and  print  photi 
using  a  PC.  The  PC- 
imaging  business  wi 
be  a  $5  bilhon  mark|, 
by  2001,  says  Lyra  'i 
Research.  "We  are 
making  a  strategic 
cision  to  pick  our 
fights — to  compete  0 
our  home  turf  and  nj 
just  in  the  PC-centriij 
or  consumer  electrof 
ics  environment,"  i 
Fisher  says. 

Kodak's  biggest  ri 
vals  in  imaging  are 
heading  in  the  oppos 
du-ection.  Hewlett-Packard,  Canon. 
Sony,  and  others  are  building  prod 
that  will  let  consumers  do  at  home 
or  most  of  what  Kodak's  kiosks  do, 
James  F.  Moore,  chaii-man  of  consul 
tants  GeoPaitners  Research  Inc.,  s 
most  consumers  will  opt  for  the  co 
venience  of  doing  then-  imaging  at 
hoine  rather  than  at  the  photo  shop 
But  Fisher  is  firm  in  his  convic 
tion.  At  Motorola,  he  was  known  f( 
sticking  his  neck  out  to  back  new 
technology — and  being  light.  He 
overcame  the  skeptics  who  said 
pagers  and  cellular  telephones  wou 
not  become  huge  consumer  hits. 

Kodak  employees  and  investors 
can  only  hope  Fisher  is  right  aboui 
the  future  of  digital  photography.  I 
he's  not — and  the  company  can't 
quickly  jump  back  into  the  desktof 
imaging  race — Kodak  stands  a  gooi 
chance  of  continuing  what  has  now 
become  tradition  at  the  once  proudf 
company — layoffs,  restructurings, 
disappointing  results. 

Smith  covers  Kodak  from  Bostoi 
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Is  This  heresy?  Certainly  not 
The  truth  is  most  PCs  out  there  — 
even  the  newest  ones — arc  starving 
for  more  memory  So  chances  are  a  memor\ 
upgrade  will  give  you  a  much  bi 
bang  for  your  buck  than  a  new  processor 
In  fact,  an  upgrade  from  16MB  to  64MB 
can  increase  performance  by  up  to 
63%.*  But  why  Kingston'*'  memory? 
Because  Kingston  has  created  the 
memory  industry's  most  rigorous 
design,  manufacturing,  and  testing  procedures. 
To  find  out  what  a  memory  upgrade  can 
do  for  your  PCs'  performance,  visit  our 'Web 
site  at  www.kingston  com/ad  Or  call  your 
preferred  reseller.  Or  just  call  i 
toll-free  at  (800)  53.3-8670. 


www.kingston.com/ad 


Kincfstoii 

.M.m.T  E  C  H^N  O  L  O  G  Y 
Computing  Without  Limits  - 


tGartner  Group  Coniinuous  Semces.  Risi-cimIi  NoIc  7/18/96  'Upgrade  (rom  16MB  lo  64MB  cm  Peniium*  Pro  200  MHz  Tesiing  was  conducted  by  an  independent  semce  lor  Samsung 
Semiconductor.  Inc  Kingston  Technology-  Company.  17600  Newhope  Street,  Fountam  Valley.  CA  Q27t)8,  USA.  (714)  435-2600,  Fax  (714)  435-2699  ©  1997  Kingston  Technology  Company 
All  rights  reserved  Computing  "Without  Limits  is  a  trademark  ol  Kingston  Technology  Company  All  other  trademarks  and  registered  trademarks  are  the  property  of  their  respective  owners 
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DEALS 


WORLDCOM  +  MCI: 
HOW  IT  ALL  ADDS  UP 

Is  the  price  right  on  the  biggest  merger  in  history? 


It  wa8  close  to  10  p.m.  on  Sunday, 
Nov.  9,  when  WorldCom  Inc.  CEO 
Bernard  J.  Ehbers  got  the  phone  call 
from  Bert  C.  Roberts  Jr.,  chairman  of 
MCI  Communications  Corp.  Ebbers,  in 
jeans  and  cowboy  boots,  had  been  meet- 
ing with  his  board  in  the  New  York 
City  offices  of  WorldCom's  attorneys, 
Cravath  Swaine  &  Moore.  He  left  the 
room  to  take  the  call  with  WorldCom 
coo  John  W.  SidgTTiore  and  an  invest- 
ment banker  "We're  ready  to  do  this," 
Roberts  says  he  told  Ebbers.  "It  would 
just  be  easier  at  a  higher  price." 

At  that  point,  many  other  e.xecutives 


than  GTE  and  23%  more  than  it  first 
planned  to  spend.  And  WorldCom  will 
have  to  pay  close  to  $7  billion  in  cash 
for  British  Telecom's  20%  share  of  MCi, 
and  $465  milHon  to  induce  bt  to  walk 
away  from  MCi.  The  day  the  deal  was 
announced,  WorldCom's  stock  fell  2K,  to 
31.  "Maybe  I  gave  in  too  easy,"  said 
Ebbers  with  a  broad  smile  in  an  inter- 
view after  the  merger  was  announced. 
CLOSE  SHAVE.  Indeed,  Ebbers'  generosi- 
ty will  cost  WorldCom  shareholders.  The 
$7  billion  increase  in  WorldCom's  bid  will 
be  paid  for  with  debt  that  will  add  rough- 
ly .$325  million  to  annual  aftertax  interest 


and  see  if  WorldCom's  stock  fallsK 
CEO  Charles  R.  Lee  says  he  can't|ist 
ly  $51  a  share.  But  soiu'ces  close  tfci 
say  the  company  could  bid  in  thtm 
40s,  and  it's  still  running  the  nurrlrs 

Ebbers  says  the  numbers  will  m\ 
his  deal  adds  up.  After  his  initiafci 
WorldCom  peered  into  MCl's  boot  ; 
pinpointed  savings  for  a  mergt-*!:- 
pany.  WorldCom  now  estimates 
save  $20  billion  over  five  years,  ii 
of  the  $15  billion  it  originally  estin: 
A  big  chunk  of  that  comes  fruin  . 
national  line  costs:  by  taking  ad\  ;i_, 
of  MCi's  lower  costs  in  foreign  couu 
WorldCom  wall  be  able  save  $3.4  1_ 
over  five  years,  instead  of  the  pr(ai 
estimate  of  $800  million.  Capital  sjb 
ing  can  be  cut  by  $2  bilUon,  Ebbe  ' 
ures,  up  fi'om  his  original  estim;f 
$1.5  biUion — largely  because  tlic 
bined  companies  will  save  $400  1 1 
yearly  on  information  technology. 

Not  eveiyone  buys  WorldCom's  \ 
"They're  being  optimistic,"  says 


The  Parts  of  the  Deal 

STOCK        Assumes  WorldCom's  stock  remains  above  $29  a  shii 
$29.7  billion  The  initial  bid,  according  to  WorldCom,  would  have 
added  22%  to  earnings  in  1999.  The  final  bid  is  exp  t 
:  ed  to  add  20%  to  earnings. 

BANK  LOAN  WorldCom  already  has  $5  billion  in  debt;  MCI  has  $^ 
OR  DEBT  billion.  With  the  new  debt,  the  combined  company  w 
$6.9  billion    pay  an  estimated  $1.1  billion  a  year  in  pretax  intere: 

SAVINGS  A  critical  calculation  is  the  amount  of  cost  savings  fni 
$20  billion     combining  the  companies.  Now,  WorldCom  expects  $! 

billion  more  in  savings  than  it  estimated  in  early  Oct 
.  WorldCom  insists  it  can  do  it  without  major  layoffs 
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SURE  THING? 

Ebbers  has  no 
doubt  that 
"even  in  the 
worst  circum- 
stances," the 
deal  will  close 


would  have  balked. 
Just  48  hours  ear- 
lier, on  the  phone 
with  Roberts,  Eb- 
bers had  offei-ed 
what  he  thought 
would  be  an  un- 
beatable deal — rais- 
ing his  bid  for  MCi 
to  $50  a  share  in 
stock  from  $41.50.  That  trumped  the 
standing  $32-a-share  bid  by  British 
Telecommunications  plc  and  the  $45  pei" 
share  cte  Corp.  said  it  could  scrape  to- 
gether after  fii'st  offering  $40.  Ebbers 
didn't  blink.  He  ((uickly  agi-eed  to  $51  a 
share,  tiu'ned  to  Sidgmore  and  silently 
gave  a  thumbs  up.  With  that,  Ebbers 
sealed  the  ('eal  to  buy  Mci  for  $37  bil- 
Hon — the  lai  gesL  merger  ever. 

But  at  what  price  is  Ebbers  making 
histoiy?  WorldCom  is  offeiing  13%  more 


{jayments,  analysts  say.  That  will  shave 
about  17c  a  share  fi'om  earnings.  "The 
WorldCom  shareholder  may  have  to 
tighten  his  belt  for  a  year  or  two  as  the 
company  digests  MCi,"  says  <David  Otto, 
an  analyst  at  Edward  Jones.  The  new 
debt  could  also  hiut  WorldCom's  ability 
to  finance  future  expansion. 

Before  that,  the  deal  still  has  to  go 
through.  And,  given  the  volatility  in 
WorldCom's  stock,  that's  not  certain. 
WorldCom  closed  at  28'X„  on  Nov.  12, 
below  the  $29  a  share  that  makes  its 
MCI  offer  worth  $51  a  share.  If  it  falls 
fiiilher,  MCI  shareholders  might  consider 
other  bids,  especially  if  the  deal  drags 
out  until  late  1998.  "gte  can't  possibly 
be  out  of  this,"  says  Tom  Burnett, 
founder  of  Merger  Insight,  which  pro- 
vides research  on  big  corporate 
takeovers.  "The  market  is  extremely 
volatile.  They  just  need  to  hang  around 


Koppman,  a  senior  analyst  at  Noiit 
Business  Information.  Still,  mostii 
lysts  think  the  cost  estimates  ;iiv 
They  note  also  that  WorldCom  h; 
some  cost  savings  estimates,  sui 
domestic  fine  expenses.  And  tlie 
pany  hasn't  included  potential  n  ' 
increases  fi'om  combining  the  twm 
panies.  "I  still  like  the  cnniii 
prospects,"  says  Jeffrey  Adams,  a  . 
ner  in  Denver  Investment  Advisor 
of  WorldCom's  largest  shareholdej. 
think  the  math  makes  sense." 

Ebbers  has  no  doubt  "even  i  i 
worst  circumstances"  that  the  de; 
close.  If  WorldCom's  stock  holds  u . 
Ebbers  can  persuade  shareholder;! 
regulators  to  back  the  deal,  the  pri' 
making  history  is  right. 

By  Peter  Elstrom  in  New  Yi>nv 
Catherine  Yang  in  Washington.' 
Susan  Jackson  in  New  Haven 
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torageTek 


Delivery  Man. 

"I'll  never  forget  the  day  the  CIO  came  into  my  office 
and  told  me  we  needed  a  better  storage  solution.  One 
that  would  let  us  access  and  secure  information  from 
any  department,  anywhere  in  the  organization.  It  had 
to  be  fast,  reliable  and  work  with  our  UNIX,-  NT-  and 
NetWare"  platforms.  I  crossed  my  fingers  and  said  I'd 
do  it.  Then  I  called  StorageTek."  And  today  I  delivered 
on  that  promise  —  on  time  and  on  budget."  Call 
StorageTek  at  1  800  786-7835.  Or  visit  us  on  the 
Web.  After  all,  when  you've  got  the  experts  on  your 
side,  establishing  a  long-term 
,|  storage  solution  isn't  a  questioa 
'  of  luck,  just  a  matter  of  deliveryi 


www.storagetek.com/delivery 
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MAKEOVERS 


WASTE  MANAGEMENT 
TURNS  ON  THE  COMPACTOR 

CEO  Miller  is  working  hard  to  finish  what  his  predecessor  started 


Although  he  holds  the  title 
of  "interim"  chairman 
and  CEO  of  Waste  Man- 
agement Inc.,  Robert  S. 
(Steve)  Miller  coukb't  be  con- 
fused with  a  caretaker  exec- 
utive. In  the  two  weeks  since 
he  was  nished  in  to  pull  the 
troubled  trash  hauler  out  of 
its  financial  dumj^ster,  the  Mr. 
Fixit  of  Corporate  America 
has  set  about  remaking 
everything  from  the  cozy 
board  to  the  very  culture  of 
what  was  one  of  the  hottest 
gi'owth  companies  of  the  '70s  and  "80s. 

Miller  is  caiiTydng  out  a  makeover  plan 
that  Ronald  T.  LeMay,  the  outside  ceo 
recinited  in  July,  had  plotted.  Apparent- 
ly frustrated  by  resistance  to  change  at 
Waste,  LeMay  quit  on  Oct.  29.  Tlie  boai-d 
tapped  Miller,  who  became  a  dii-ector  last 
May.  He  was  one  of  tln"ee  outsiders  who 
joined  the  board  in  response  to  agitation 
fi'om  investoi's,  including  Gei^rge  Soros. 

On  Nov.  11,  Miller  announced  plans  to 
chop  jobs  and  equipment  and  say  good- 
bye to  founder  and  former  Chairman 
Dean  L.  Buntrock.  His  aim:  to  bring 
management  order  and  financial  disci- 
pline to  a  sprawling  company  that  used 
aggi-essive  accounting  to  buoy  its  stock. 
"This  company  had  one  eye  on  the  stock 
ticker,"  says  Miller  "I  look  at  efficien- 
cies." He  previously  helped  tui-n  around 
Chrysler,  Olympia  &  Yoi'k,  MoiTison 
Knudsen,  and  Federal-Mogul. 
"SPOOKY."  To  create  efficiencies  at  Waste 
Management,  Miller  will  ax  1,200  man- 
agers by  Jan.  1,  as  the  company  central- 
izes sales,  marketing,  and  buying  activi- 
ties. Deeper  cuts  are  expected  at  the 
37,700-employee  company,  especially  in 
the  Oak  Brook  (111.)  headquarters.  Miller 
wants  to  wiing  out  $100  million  in  sav- 
ings annually.  But  he  also  has  to  spend 
some  money  to  replace  outdated  infor- 
mation systems  and  an  aging  tinck  fleet. 
One  foiTner  manager  suggests  as  much 
as  10'/^  of  the  2.'^,,000-vehicle  fleet  needs 
replacing,  at  $150,000  per  garbage  truck. 

Some  shai'eholders — who  have  seen 
their  stock  languish  for  years — are  lob- 
bying foi'  structural  cuts.  Several  want 
Waste  to  think  about  selling  its  holdings 
in  Wheelabrator  Technologies  and  Waste 


THE  INTERIM  CEO  WANTS 
HIS  STAY  TO  BE  BRIEF 


Management  International. 
"Everything  should  be  con- 
sidered," says  Peter  H. 
Huizenga,  a  cousin  of  Waste 
co-foimder  H.  Wayne  Huizen- 
ga and  one  of  its  largest 
shareholders. 

Another  issue:  cleaning  up 
Waste  Management's  book- 
keei)ing.  In  October,  LeMay 
warned  that  1996  tliird-quar- 
ter  results  were  inflated  by 
as  much  as  20%  because  non- 
recurring items,  such  as 
gains  from  sales  of  discon- 
tinued operations,  wei-e  booked  as  in- 
come; the  company  had  used  a  slower- 
than-tyt^ical  depreciation  schedule;  and 
it  had  taken  inadequate  environmental- 
cleanup  reserves.  LeMay,  who  declines 
comment,  alluded  to  the  company's 
"spooky"  accounting  on  his  way  back  to 
fomier  employer  Spiint  Coip.  Miller  says 
he'll  get  to  the  bottom  of  the  overstated 
earnings  by  yearend  and  promises  more 
conservative  accounting.  Miller  warns 
that  tliis  year's  fourth-quarter  earnings 
report  win  be  another  shocker.  Some  an- 
alysts exi^ect  wiite-offs  of  up  to  $1  billion. 
Tlie  most  symbolic  change  since  Miller 


WASTING  NO  TIME 

To  cut  $100  million  in  overhead  and  get 
Waste  Managerrient  growing,  Miller  is: 

•  Eliminating  1,200  nnanagement  and 
support  positions 

•  Reducing  the  number  of  trucks  in  the  fleet 

•  Establishing  a  vehicle-replacement  policy 
that  would  add  new  trucks  more  often 

•  Consolidating  250  local  operations  into 
39  regional  groups 

•  Updating  information  systems  to  coordinate 
marketing,  sales,  and  customer-service  data 

•  Speeding  up  the  retirement  of  founder 
and  Chairman  Buntrock  to  yearend 

•  Adding  new  outside  directors 

DATA  BUSINESSWEEK 


took  the  wheel  is  the  earlier-thajex- 
pected  resignation  from  the  boa|  " 
Buntrock,  architect  of  Waste's  gT(  t 
by-acquisition  strategy  and  a  recen  m  i 
get  of  investor  ire.  Wliile  Miller  yv  - 
Buntrock's  decision  to  resign  is  his  ^ui4 
he  adds  that  any  new  CEO  will  be  t  eiivr 
off  uathout  the  founder  looking  ov(  iis  i 
shoulder.  The  boai-d,  which  has  a  e 
five  new  members  this  year,  will  ge  i , 
more  by  spring.  1 

The  market  is  far  fi'om  sold  oip 
notion  of  a  Waste  Management  rehjir 
"At  the  end  of  the  day,  what  will  (tu 
mine  the  success  is  not  strategy  Im/ 
ecution,"  says  analyst  Marc  H.  Sukn 
Donaldson,  Lufkin  &  Jenrettc  . 
Waste's  shares  have  barely  budged: 

Miller  knows  he  has  a  lot  of  con\  r; 
to  do.  But  he  insists  there  is  no  ; 
hole  in  the  books.  "This  is  not  an  ( )ii 
Health  Cai'e,"  he  says.  Meanwhile,  1 1 
terim  CEO  is  pushing  ahead  witlli 
search  for  his  replacement.  Now t 
company  will  look  at  candidates  bto 
the  service  industiy  for  somebodylv- 
really  knows  how  to  clean  up. 

Bij  Richard  A.  Melcher  and  Dii. 
Wei)ner  in  Chicago 
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Cross  the  Potomac,  and  you'll  find  yourself  in  an  investor's  paradise.  A  community  of  1600  information 
technology  companies  served  by  three  major  airports,  fueled  by  university  research  and  bolstered  by  the  largest 
single  consumer  of  information  technology,  the  federal  government.  A  climate  that  created  the  Internet  and 
forged  the  likes  of  PSINet,  UUNet,  Cybercash,  Globalink  and  other  financial  successes.  If  you're  looking  for 
opportunity,  you've  come  to  the  right  place:  Fairfax  County,  Virginia.  Call  703-790-0600  or  visit  our  web  site. 


RFAX  COUNTY,  VIRGINIA.  HOME  OF  TH£  1998  WORLD  CONGRESS  ON  INFORMATION  TECHNOLOGY. 


www.fairfaxcountyeda.org 
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BIOTECHNOLOGY 


BLOCKED  ARTERIES? 
GROW  NEW  ONES 

Recent  breakthroughs  in  gene  therapy  up  the  biotech  ante 


After  years  of  failures  in  gene  ther- 
apy, Dr.  Jeffrey  M.  Isner  and  his 
colleagues  at  St.  Elizabeth's  Med- 
ical Center  in  Boston  have  scored  an 
impressive  advance.  They  are  injecting 
growth  genes  near  the  clogged  leg  ar- 
teries of  patients,  triggering  formation 
of  new  blood  vessels  to  bypass  the 
blockages.  The  report  of  the  research 
on  Nov.  9,  at  the  American  Heart 
Assn.'s  annual  scientific  meeting,  excit- 
ed the  medical  Establishment — and 
upped  the  stakes  in  one  of  biotech's 
hottest  races. 

Isner  aims  to  use  growth  genes  to 
treat  the  clogged  coronary  arteries  that 
are  a  major  cause  of  heart  attacks.  But 
in  that  quest,  he  already  has  company. 
Genentech  Inc.  has  used  a  related  tech- 
nique on  35  coronary  patients.  And 
Warner-  Lambert  Co.  is  backing  work 
by  GenVec  Inc.  to  deliver  a  blood-vessel 
growth  gene  via  a  patented  vims. 
ONE  OF  THE  FIRST.  All  the  techniques 
have  huge  promise  as  an  alternative 
to  the  500,000  bypass  operations  and 
400,000  angioplasties  done  each  year 
in  the  U.  S.  Even  if  the  new  therapies 
are  used  only  as  a  companion  treat- 
ment to  those  procedures,  the  demand 
could  be  enormous.  "This  cleai'ly  is  a 
several-billion-dollar  market,  were  you 
to  actually  succeed,"  says  Dr.  Elliott 


Grossbard,  senior  vice-president  for 
Scios  Inc.,  a  Mountain  View  (Calif.) 
biotech  company  working  on  growth- 
gene  therapies. 

It  may  be  years  before  the  research 
on  these  new  treatments  is  concluded, 
but  that's  not  slowing  the  race  to  de- 
velop a  commercial  product.  The  day 
after  he  presented  his  findings,  based 
on  work  on  nine  patients,  Isner  an- 
nounced he  is  teaming  up  with  Human 
Genome  Sciences  (hgs),  St.  Elizabeth's 
Medical  Center,  and  Cato  Holding  to 
fonn  a  company  called  Vascular  Genetics 
Inc.  HGS,  which  discovered  one  of  the 


STAKES 


It's  "a  several-billion-dollar 
market,  were  you  to  actually  succeed" 


gi'owth-factor  genes,  is  loaning  Vascular 
Genetics  the  money  it  needs  and  taking 
a  19.9%  stake. 

Isner's  technique — one  of  the  first 
gene-therapy  successes  in  patients — is 
simple.  He  injects  a  growth-promoting 
gene  into  muscle  near  the  clogged 
artery.  The  gene  is  one  of  several  now 
known  to  make  so-called  vascular  en- 
dothelial growth  factors.  These  vegf 
genes  are  what  the  body  uses  to  pro- 
mote blood-vessel  growth.  The  genes 


TAPPING  A  RICH  VEII 

On  Nov.  9,  Dr.  Jeffrey  Isner  reportec\ 
breaking  results  in  the  use  of  growi 
to  stimulate  formation  of  new  artei\ 
now  in  a  race  to  create  a  commerc 

GENENTECH  Has  treated  coronj 
ies  of  35  patients  with  proteins 
one  of  the  blood-vessel  growth  gei  j 

GENVEC  Has  licensed  a  vegf  ger 
Scios  and  is  using  a  modified  viru 
deliver  it  to  pigs'  hearts.  With  War 
bert's  backing,  is  preparing  humai 

VASCULAR  GENETICS  A  partn  I 
Isner,  Human  Genome  Sciences, 
other  organizations,  Vascular  will 
commercialize  Isner's  research. 

DATA:  BUSINESS  WEEK 

are  picked  up  by  the  muscle  cells  jsri 
then  make  a  vegf  protein.  Tht  . 
tein  spurs  the  growth  of  new  aiifr 
Genentech,  meanwhile,  is  usinjj 
proteins  made  in  the  lab  and  i 
into  patients  intravenously  or  o 
into  theii'  coronaiy  arteries.  Is  thi 
ment  working?  "Without  getti 
the  specifics,  we  plan  to  continui 
forward,"  says  Ted  W.  Love,  vio 
dent  for  product  development. 

Isner  believes  either  approa| 
work.  But  he  argues  that  his  ge 
apy  is  far  less  expensive.  Maki| 
netically  engineered  proteins  ri 
at  least  a  $20  million  investm^ 
says,  and  the  proteins  are  expen! 
manufacture.  "Theoretically,  yo 
have  two  companies,  and  the  oni 
ing  DNA  could  vastly  undersell  t' 
er,"  he  says.  Love  won't  say| 
Genentech  is  spending  on  VE 
search.  But  developing  a  chug  co 
$300  million  to  $500  million,  he  s 
GenVec,  meanwhile,  has  a  de 
could  be  worth  more  than  $100 
with  W 
Lambert.  ( 
has  licen 
VEGF  gem 
Scios  anc 
used  a  mc 

vims  to  deliver  it  to  the  hearts  o 
than  100  pigs.  GenVec  is  now  pre 
to  start  human  trials. 

Isner  is  waiting  for  f^od  & 
Administration  approval  to  begii 
on  coronary  arteries,  and  he  p 
larger  study  of  limb  arteries.  AVh 
the  outcome,  he  has  ah-eady  helpt 
ness  the  biotech  revolution  in  j 
of  the  nation's  No.  1  killer. 

By  Paul  Raeburn  in  Orlando 
and  John  Carey  in  Washington 
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The  Bosporus  Bridge  connects 
people  on  two  continents. 


We  connect  people  on  all  seven. 


EC  multimedia  lini<s  the  world. 

These  days,  many  people  think  of  multimedia  as  simply  sound  and  video  on  a  computer.  But  at  NEC, 
?  believe  it  means  a  great  deal  more. 

It  means  international  satellite  systems  and  other  wireless  technologies  that  allow  children  in  a  remote 
llage  in  China  to  study  geography  with  a  teacher  in  Los  Angeles.  It  also  means  imaging  products,  and 
iwerful  memory  chips  that  allow  bio-researchers  in  the  Arctic  circle  to  share  data  with  colleagues  in  Helsinki. 

So  whether  you're  halfway  down  the  block  or  halfway  around  the  world,  NEC's  multimedia  tools  help 
lU  communicate.  You  see,  NEC  has  a  simple  philosophy  about  the  power  of  multimedia.  We  believe  that 
'  connecting  different  technologies,  we  do  something  even  more  important. 

)nnect  people.  ^.  just  imagine 


For  more  information,  call  1-800-338-9549  or  visit  us  at  www.nec.com. 


©  1997  NEC  USA,  Inc. 


coming  soon: 
INTEL LIGENCE 
B  R  IE  F  I  N  G  S 

a  special  advertising  series  sponsored  by  Conseco 


The  mission  of  Intelligence  Briefings  is  to  arm  Business 
Week  readers  with  the  latest  intelligence  from  S&P  Personal 
Wealth.  Look  for  the  first  Intelligence  Briefings  in  the 
12/29  issue.  This  series,  written  by  Standard  &  Poor's  and 
presented  monthly  in  the  pages  of  Business  Week,  will 
highlight  current  financial  news  stories  and  trends 
that  will  impact  individual  investors'  financial  decisions. 


highlights     from     S&P     Personal  Wealt 


The  mission  of  S&P  Personal  Wealth  is  to  provide  market 
intelligence  to  the  individual  investor.  This  Internet- 
based  service  will  offer  comprehensive,  unbiased  financial 
information,  research,  analysis  and  specific  investment 
recommendations  customized  to  support  the  needs  of 
individual  investors:  from  the  novice  investor  seeking 
education  and  guidance  in  development  of  a  financial  plan 
and  investment  strategy,  to  the  seasoned  investor  who 
actively  manages  his/her  personal  or  family  portfolio. 
Backed  by  more  than  125  years  of  financial  experience, 
Personal  Wealth  will  offer  objective,  unbiased  advice  and 
recommendations.  Look  for  S&P  Personal  Wealth  in 
January  at  www.personalwealth.com. 


S&P 

PERSONAL  WEALTH 


[DEFINE  AN  INDUSTRY,  MAKE 
ORMANCE  A  RELIGION,  AND 
EVE  UNPRECEDENTED  SUCCESS 
UGH  NONTRADITIONAL  MEANS. 

industry  is  changing.  Many  of  our  ideas  that  sounded  pretty  radical  in  the  early '80s  have  now  been 
lers  in  the  business.  Revolutionary  ideas,  like  creating  consumer-driven  products  that  also  work  for 
e  made  us  an  industry  leader.  Growth  has  become  as  important  as  protection.  Being  accountable  in 
onment  requires  an  innovative  approach.  By  leading  this  revolution,  we  have  achieved  unprecedented 
:cess.  And  we  continue  to  lead  with  the  full  range  of  financial  products  Americans  want  most-annuities, 
tiealth  insurance,  life  insurance,  and  mutual  funds,  performance  is  what  matters 


?97,  Conseco,  Inc. 


'    ■  I  '~t 

CONSEGQ 


News:  Analysis  &  Commentary 
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PHARMACEUTICALS 


DRUG  COSTS 

JUST  WONT  GO  DOWN  EASY 

Price  hikes  are  slower,  but  more  pills  are  prescribed 


Back  in  1992,  candidate  Bill  Clinton 
demonized  drugmakers  as  the 
greedy  culprits  behind  soaring 
health-care  inflation.  Stung,  the  industry 
promised  to  scale  back  its  annual  price 
increases  of  7%  to  8%.  And  lately,  prices 
have  inched  up  by  less  than  3%  a  year. 

Why,  then,  are  health  insurers  such 
as  Aetna,  PacifiCare,  and  Oxford  sud- 
denly blaming  soaring  drug  costs  for 
their  disappointing  profits?  The  total 
tab  in  the  U.  S.  rose  13.7%,  to  $93.3  bil- 
lion, for  the  12  months  ended  Sept.  30, 
according  to  research  fii-m  IMS  America. 
That's  twice  the  increase  health-mainte- 
nance organizations  e.xpected  six  months 
ago,  and  carriers  expect  the  unwelcome 
toi-rent  will  persist  through  1998. 
THEY  ASKED  FOR  IT.  There's  a  simple 
reason  behind  the  suiprise  rise:  Patients 
are  using  moi'e  drugs  than  ever — and 
often  pricier  ones.  Pharmacies  have 
been  filling  5%  more  prescriptions  than 
last  year,  and  more  of  them  are  for 
high-priced  new  drugs.  Eh  Lilly  &  Co.'s 
schizophrenia  drug  Zy]3i-exa  and  Warn- 
er-Lambert Co.'s  Type  2  diabetes  di-ug 
Rezulin  should  produce  1997  sales  of 
$700  million  and  $400  million,  respec- 
tively, estimates  Cowen  &  Co.  analyst 
Stephen  M.  Scala.  Sales  of  cholesterol- 


reducing  drugs  such  as  Merck  &  Co.'s 
Zocor  and  Waraer-Lambeil's  Lipitor  are 
up  37%. 

Ironically,  these  new  drugs  are  just 
what  the  managed-care  companies  or- 
dered. For  years,  they  ai'giied  that  more 
therapeutic-drug  use  would  lower  over- 
all medical  expenses.  Studies  by  the  In- 
stitute for  Clinical  Outcomes  Research 
have  demonstrated  that  up-front  in- 
vestments in  disease  management,  in- 
cluding drag  therapies,  can  reduce  over- 
all medical  costs  for  some  diseases  by 
30%  to  50%. 

In  practice,  though,  managed  care 
hasn't  seen  a  clear  payback.  Few  man- 
aged-care plans  have 
the  data-management 
systems,  or  the  coop- 
erative relationships 
with  doctors,  that 
would  let  them  identify 
which  patients  will 
benefit  from  more  in- 
tensive, and  expensive, 
drug  regimes. 

At  the  same  time, 
HMOS  have  failed  to  an- 
ticipate drugmakers' 
success  in  marketing 
new  therapies.  Phar- 


BUSY  COUNTER:  Prescription  vollru 
IS  up  5%,  and  often  for  pricier  dr^s 


THE  PRESCRIPTION  BOOM 


ANNUAL  INDUSTRY 
SALES  GROWTH* 


'9,i  '94 
A  PERCENT 


DATA  IMS  AMERICA 


maceutical  companies  have  bulke  u 
sales  forces  and  are  expected  to 
over  $1  billion  on  consumer  adverjin 
this  year,  up  from  $345  million  in  99 
according  to  market-research  fii-m  inot 
Levin.  The  result:  "There's  a  v/hokje 
generation  of  patients  coming  in^ 
telling  prescribers  what  they  Wit 
says  P.  David  Jarry,  a  medical  dirttt 
for  Fallon  Healthcare  System  in  IVfe 
chusetts.  I 

Often,  doctors  and  patients  dejar 
more  expensive  new  treatments.  Ilo; 
sider  Warner-Lambert's  Rezuhn.  (Idt 
treatments  for  diabetes  cost  penrjc 
day,  but  Rezuhn  costs  about  $5.  |i( 
argue  that  many  Type  2  diabete^ 
tients  do  just  as  well  with  the  idi 
sulfonyku'eas.  Wamei-Lambeit  saysidi 
ical  studies  show  that  Rezulin  taka. 
combination  with  sulfonylureas  is  lO: 
effective  in  controlling  the  disease?!' 
fewer  side  effects. 
SHORT  LISTS.  Sealing  sales  of  costljie 
products  are  lifting  drug  company 
suits.  Net  income  from  operations  a^ 
ly,  Warner-Lambert,  and  Merck  s.1^ 
jump  from  15%  to  20%  this  yeaiip 
cording  to  a  September  report  by  Cp 
&  Co.  At  HMOS,  though,  drag  exp# 
are  shaving  up  to  half  a  point  off  pij 
margins  that  range  from  just  3%  ti|S^ 
That's  why  some  hmos  ai'e  tiying  tcjl' 
in  costs.  PacifiCare  has  new  ince 
for  doctors  to  prescribe  cheaper  c 
helping  to  pai'e  annual  phannacy-c 
creases  to  7%,  from  14%  ear'Uer  tliis 
Fallon  sends  doctors  monthly  repoi  f  a 
drag  usage. 

Managed-care  companies  also  wiljs 
tinue  to  tighten  their  lists  of  drag^^ 
tients  of  United  HealthCare  Corp, 
pay  $10  foi'  approved  drugs,  $i 
generic  substitutes,  and  $25  for  pro 
off  the  list.  For  many  newer  d 
though,  there  is  no  generic  altem; 
And  drug  companies  still 
a  raft  of  possible  stars  in  their  pipe 
Pfizer  Inc.'s  Viagr 
erectile-tissue  dys 
tion,  could  be  a  $ 
lion-a-year  pro 
Di'ug  prices  ma; 
stable,  but  a 
drag  costs  should 
soaring. 

By  Amy  Barrel 
Philadelphia 
Keith  H.  Hamm 
i)t  New  York, 
Steven  V.  Bndl  ir 
Angeles  and  hu, 
reports 
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SAVIN'S  GOING  TO  WIN  YOU  OVER  Wlffl 
lOCUMEIir  HANDLING  SOLIHIONS  THAT  ARE  IN  TUNE  WITH 
EVERY  BUSINESS  INSTRUMENT  IN  YOUR  OFHCE. 


Paper  Sadptwv  by  Jcj]  Nishinak 


At  Sa\an  we  have  the  innovative 
roducts,  the  advanced  technology 
and  the  dedicated  people  that  can 
make  your  office  perfoma  v/ith  all 
the  hannony  of  a  symphony 

With  everything  from  digital  imaging 
systems  that  function  as  copiers,  networked 
laser  printers  or  high-quality  fax  machines.  To  full  color 
digital  imaging  systems  that  edit  and  pnnt  your  documents  from 
hard  copy  or  from  images  and  text  sent  directly  from  your  computer. 

For  the  harmonious  solutions  you're  looking  for,  backed  by  the  people 
and  service  you  deser\'e,  contact  us  at  1-800-234-1900  or  wwwsavin.com. 


sai/in 

WE'RE  GOING  TO  WIN  YOU  OVER 


SAVIN  CORPORATION,  333  LUDLOW  SI,  STAMFORD,  CT  O6904 


In  Business  This  Week 
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GM  SPENDS  ITS 
HUGHES  WINDFALL 

GENERAL  MOTOIiS  DID  SOME 

housecleaniiiji' — and  it  will  re- 
sult in  a  $2  billii)n  to  $3  billion 
charge,  gm  said  on  Nov.  10  it 
would  wi'ite  down  underpei'- 
foi'ming  assets  and  close  fac- 
tories in  the  fomlh  quaiter  or 
in  early  1998.  Why  the  sud- 
den activity?  gm  expects  a 
gain  of  perhaps  $4.5  billion 
this  year  fi-om  the  spin-off  of 
its  Hughes  defense  unit — a 
handy  offset  to  the  wiite-offs. 
Analysts  say  the  gain  gives 
<  ;m  the  chance  to  take  a  big 
charge  at  once  instead  of  let- 
ting them  (b'ag  down  earnings 
over  futiu'e  quaiters.  Tlie  size 
of  the  charge  has  fostered 
speculation  that  gm  might  also 
close  another  Noith  American 
car  plant,  perhaj)s  Buick  City 


CLOSING  BELL 


DRY  HOLE 


It's  a  slippery  slope.  Union 
Pacific  Resources  threatened 
to  quit  its  pursuit  of  Pennzoil 
Group  on  Nov.  11  if  Pennzoil 
refused  to  negotiate. 
Pennzoil  stock  slid  10.3%,  to 
67X  on  the  news,  upr  ceo 
Jack  Messman  says  his  $84 
a  share  offer  will  expire  on 
Nov.  17.  He  also  claims  that 
Pennzoil's  value  has  declined 
since  he  launched  his  bid  on 
June  23.  Pennzoil  has  called 
the  offer  inadequate  and 
Messman's  statement  "sour 
grapes."  But  one  shareholder 
on  Nov.  12  called  on  Pennzoil 
to  negotiate. 


NOV.  3,  '97  NOV  12,  '97 

DATA:  BLOOMBERG  FINANCIAL  MARKETS 


in  Flint,  Mich.,  oi-  St.  Therese, 
Ont.  That  could  end  the  rare 
spell  of  labor  peace  that  gm 
has  enjoyed  in  recent  months. 

A  TRASH  HAULER 
DUMPS  SOME  UNITS 

('()NTLNl!IN(;    A  YE./VK-LON'G 

retrenchment,  trash  hauler 
Browning-Feri'is  Industries 
agTeed  on  Nov.  11  to  sell  its 
European  and  Asian  units  for 
about  $1  billion  in  cash  and  a 
20%  stake  in  the  waste-collec- 
tion unit  of  French  industrial 
giant  Suez  Lyonnaise  des 
Eaux.  BFi  CEO  Bruce  Ranck 
aims  to  hike  profits  by  selling 
laggard  units  and  improving 
returns.  The  biggest  and  lat- 
est sale  would  lop  off  about 
$1.4  billion,  or  25%  of  bfi's 
annual  revenues,  and  $165 
million  in  opei-ating  income. 

in  BOOKS 
A  BRIDAL  SUITE 

KK'K  BACK  AND  CALL  ROOM 

seivice.  Bany  Stemlicht,  who 
launched  his  hotel  career  in 
1995  by  buying  a  near-bank- 
lupt  REIT  that  owned  a  few 
inns,  today  rules  the  hotel 
world.  After  a  bidding  war 
against  Hilton,  riT  accepted 
Sternlicht's  $1().G  billion  offer. 
That  gives  his  Stai'wood 
Lodging  control  of  650  hotels, 
including  the  Sheraton  and 
Westin  brands  and  the  Cae- 
sars World  casinos.  Stenilicht's 
.$85  a  share  bid  beat  Hilton's 
$80  hostile  offer.  Stei-nlicht's 
REIT  may  still  face  congTes- 
sional  and  sec  scnitiny  of  the 
tax  advantages  that  allowed 
it  to  outbid  Hilton.  Its  mostly 
stock  offer  also  j)uts  pressure 
on  Stenilicht  to  maintiiin  Stai- 
wood's  lofty  share  price. 

FIRST  ZIP  AND  JAZ, 
NOWOLIK!  

WILL     I  O  M  E  (J  a'  S    C  L  I  K  ! 

click  with  I'C  users?  On  Nov. 
lo,  the  maker  of  the  popular 
Zip  and  Jaz  drives  unveiled 


HEADLINER:  STEVE  JOBS 


THE  CHARMER  AND  THE  DELL 


In  high-tech  circles,  Steve 
Jobs  is  famous  foi'  making 
believers  of  the  most  griz- 
zled cynics.  On  Nov.  11, 
Apple  Computer's 
acting  CEO 
declared  mar- 
keting war  on 
Dell  Computer 
But  making  this 
a  credible 

threat  may  take  ^ 
more  charm  than 
even  -Jobs  can 
muster. 

Yes,  Jobs  unveiled  an 
online  store  to  sell  Macs 
via  the  Internet,  a  la  Dell. 
And  Apple  has  a  long  list 
of  potential  customers  to 
reach  via  direct  mail. 

That's  where  the  simi- 
larities end.  Apple's  Macs, 
including  the  new  models 
Jobs  trotted  out  on  Nov. 


10,  are  relatively  pricey. 
And  Apple  can't  undercuj 
dealers  as  Dell  does 
because  it  counts  on 
retailers  for  almos 
all  of  its  sales. 
Moreover,  whi| 
Dell  has  long 
been  perfectii] 
the  delivery 
built-to-order 
cs,  Apple  will] 
face  tough  issues 
of  cjuality  control  ail 
just-in-time  parts  deliverf 
And  Jobs'  reputation  for  ' 
showmanship  far  outshind 
his  record:  After  foundinp 
NexT  Computer  in  1985,  H 
built  a  factory  too  big  for  ■ 
the  company's  needs.  It  i 
was  running  at  roughly  ■ 
50%  capacity  when  NeXT  i 
exited  hardware  in  1993. 

By  Peter  Burroit 


the  clik!,  which  holds  40 
megabytes  in  a  caitridge 
smaller  than  a  matchbook. 
Clik!  will  show  up  in  hand- 
held PCS,  digital  camei-as,  and 
other  i)ocket-size  products  in 
1998's  second  half.  Cartridges 
will  cost  $10,  but  the  drives 
could  cost  manufacturers  as 
much  as  $75.  hd  Brous  and 
Co.  analyst  Cliff  Josephy  ex- 
pects clik!  to  boost 
Iomega's  revenues  by 
as  much  as  $1  billion 
by  2000. 


FLUBBER'S 
REVENGE? 


AND     THEY  RE 

off!  On  Nov.  14, 
the  Christmas 
movie  stampede  officially 
begins  with  Disney's  re- 
release  of  The  Liftie  Mer- 
))iaid.  Studios  get  as  much  as 
20%'  of  their  annual  box  office 
between  Thanksgiving  and 
New  Year's.  Mer)nuid  is 
jumping  the  gun  to  upstage 


Twentieth  Century  Fg's 
pricey  animation  entjr, 
Auastasia.  Disney  is  g| 
betting  big  on  Flubber, 
remake  of  The  Absent-Mi 
ed  Professor.  Other  holicj 
vehicles  will  include  the  loi 
delayed  Titanic,  which  Pa*' 
mount  will  float  into  il- 
aters  with  a  $30  million. d 
campaign.  Metro-Goldw 
Mayer  and  market 
partners  will  put  $ 
milhon  into  promot; 
the  James  Bond  fl 
Tomorrow  Never  D 


ETCETERA.,  i 


•  Jeffrey  Katzenb*] 
settled  a  suit  over  bil 
pay  with  Walt  Disne.\ 
■  Kmart's  president 
U.S.  operations,  Wairen  Fli 
resigned  for  health  reaso 
m  MTV  head  of  programmi 
Andy  Schuon  resigned, 
the  music  channel  revam] 
■  Hicks,  Muse,  Tate  &  Fu 
will  buy  United  Artists  TI 
aters  for  $850  million. 
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Where  would  you  like  that  delivered? 


■  We're  probably  not  the  first  state  to  promise 
you  the  moon  But  we  are,  perhaps,  more  qualified 
than  most  to  follow  through  on  it.  Mississippi  has 
an  aggressively  pro-business  environment.  And, 
given  our  long-standing  tradition  of  cooperation 
between  business  and  government  leaders,  you'll 
have  the  opportunity  to  establish  relationships 
destined  to  last  long  after  the  negotiations.  ■  Call 
I-800-3A0-3323  to  hear  exactly  what  we  have  to 
offer.  Who  knows'!*  We  might  be  persuaded  to 
throw  in  the  stars,  as  well. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  PC.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


I 

SOMEDAY,  I'LL  BE  ABLE 
TO  MANAGE  ALL  YOUR  PC'l 
RIGHT  FROM  MY  OFFICE." ' 


TOSHIBA  IS  PROUD  TO  ANNOUNCE: 
IT'S  SOMEDAY. 


Someday.  Tnough  you've  heard  about  it 
ail  your  life,  it  always  seemed  a  long  way  off. 
Bu:  that's  aH  changed  now.  With  our  new 
Equiumi  line  you  can  m.anage  your  business 
like  neve^  oefore.  For  years  Toshiba  has  oeen 
the  worlds  .eader  m  portaole  technology. 
And  you've  comie  to  expeci  nothing  less.  So 
when  we  develooed  a  neu'  line  of  bus  ness 
systemis.  we  put  m  the  samie  ingenuity,  quality 
and  design  you've  come  to  depend  on  from 
our  oorrables  Incorporai  no  tre  aiest  innovations 


1  i  c  \.i 


forsupenor  manageability.  Intel's  fam 
'       processors  and  an  overall  rich  feature 
making  the  Equium  a  formidable  inves' 
We  believe  it's  everything  you  need  to 
business  in  an  ever-changing  dimate 
In  fact.  Toshiba  spends  ever  S3 
c       a  year  in  research  and 
.  e  :  oment.  Not  just  to  bring 
you  products  today,  but  to  develop 
the  tools  a  new  generation  will  use 
to  ceate  their  own  somedays. 


penti 


In  Touch  with  Tomorrow 

TOSHIBA 


TO  on  YOUR  HANDS  ON  AN  EQUIUM  NOW,  CALL  1-800-4S7-77770R  VISIT  OUR  WEB  SITE  AT  HTTP:  C0MPUTIRS.T0SHIBA.COM 


ashington  Outlook 


:D  by  OWEN  ULLMANN 


INTON'S  FIGHT  TO  KEEP 
E  'NEW  IN  NEW  DEMOCRAT 


le  wake  of  his  embairassing  failui-e  to  win  fast-track 
le  legislation  in  the  House,  Bill  Clinton  is  vowing: 
lit  till  next  year."  But  come  "98,  the  President  may  be 
lumps  over  more  than  trade.  The  Democrats'  slugfest 
ist  track,  which  only  20%  of  House  Dems  supported,  is 
le  opening  round  of  an  increasingly  bitter  party  battle 
he  directon  of  economic  policy. 

issues  from  Medicare  to  taxes,  Clinton  and  Senate 
Democrats  will  be  knocking  heads  with  House  hberals, 
iew  the  President's  centiism  as  a  re- 
of  the  party's  longtime  commitment  to 
lOr,  the  elderly,  and  the  working  class, 
ig  the  charge  for  a  retiuTi  to  Democra- 
•re  values"  is  House  Minority  Leader 
•d  A.  Gephardt  (D-Mo.),  Vice-President 
'e's  likely  chief  rival  for  the  2000  Pres- 
il  nomination.  "Fast  track  highlights  a 
ling  schism  in  the  party  on  economic  is- 
says  Carleton  College  political  scientist 
1  E.  Schier. 

3ED  FIELD.  The  stakes  are  high.  In  th^ 
run,  a  Democratic  insurgency  would 
weaken  Clinton  for  the  remaining  thi'ee 
of  his  Presidency.  Longer  term,  the 
e  calls  into  question  Gore's  ability  to 
the  New^  Democratic  torch  across  that 
to  the  21st  centuiy. 
ides  trade,  the  nastiest  light  may  well  be  over  tax  re- 
spurred  by  Republican  calls  to  junk  the  code,  Gephaixlt 
lied  out  a  plan  that  promises  to  provide  tax  relief  foi- 
ddle  class  at  the  expense  of  business  and  the  wealthy, 
es  earning  up  to  $60,000  a  year  would  pay  a  flat  10% 
3-tax  rate.  But  the  preferential  treatment  of  capital 
would  be  swept  away. 

hardt  isn't  the  party's  only  tax  refomier.  Senate  mod- 
Bob  Kerrey  (D-Neb.)  would  encom-age  savings  and  in- 
?nt  without  shifting  the  shai-e  of  taxes  paid  by  wealthy 


RIVALS:  Girding  for  2000^ 


or  middle-class  Americans.  His  plan  would  create  a  super- 
individual  retirement  account  that  shields  all  investment  in- 
come fi'om  taxation  until  earnings  are  withdrawm.  Other  Sen- 
ate moderates  .such  as  Joseph  I.  Liebennan  (D-Conn.)  and 
John  B.  Bi-eaux  (D-La.)  are  shopping  for  plans  that  stress 
gi'owth  instead  of  income  redistribution. 

Clinton,  once  opposed  to  any  tax  code  rew^rite,  is  now^ 
looking  to  shape  his  own  pro-gi'owth  plan.  But  it  will  be  a 
stinggle  to  do  that  and  avoid  liberals'  charges  that  he's  bow- 
^^l^gL  ing  to  the  same  coiporate  chieftains  who  have 
led  him  astray  on  trade. 

Democrats  are  also  battling  over  the  ftitiu-e 
of  Social  Security  and  Medicare.  Clinton  has 
called  for  a  commission  to  put  Medicare  on  a 
stronger  financial  footing.  But  that  w^ould 
mean  curbing  benefits — anathema  to  hbei'als 
who  say  seniors  took  enough  of  a  hit  in  the 
balanced-budget  deal.  In  the  end,  Clinton 
may  once  again  inftuiate  his  party's  tradi- 
tionahsts  by  joining  with  Hill  Republicans  to 
press  for  a  long-term  fix. 

To  make  matters  worse  for  the  fractious 
Democrats,  the  fast-track  dispute  will  come 
roaring  back  early  in  '98.  It  will  pit  House 
Democrats  who  believe  that  open  markets 
are  key  to  economic  growth  against  a  vast- 
ly larger  bloc  who  blame  global  competition 
for  stagnant  wages.  "Ti-ade  becomes  a  surrogate  for  ner- 
vousness over  the  disruption  of  economic  change,"  says  Al 
From,  president  of  the  centrist  Democratic  Leadership 
Council. 

The  Democrats'  latest  feuding  over  economic  policy  is 
their  fii'st  real  attempt  to  define  the  post-CUnton  era.  The 
President  has  pulled  his  party  much  further  to  the  center 
than  anyone  imagined  five  years  ago.  It's  now  clear  that 
he'll  have  to  fight  even  harder  to  keep  it  there. 

Btj  Hoivard  Gleckin'm  (nul  Amy  Borrm 


JAPITALWRAPUP 


fT:  ANOTHER  SKIRMISH 

mse  Speaker  Newt  Gingrich  (R- 
is  in  hot  water  again  with  Repub- 
conservatives.  House  hard-liners 
ncensed  that  the  Georgian 
rsed  moderate  California  Assem- 
lan  Brooks  Firestone  to  run  in  a 
ial  election  for  the  seat  of  the  late 
:"esentative  Walter  H.  Capps  (D- 
'.),  who  suffered  a  fatal  heart 
;k  on  Oct.  28.  Firestone  opposes  a 
on  a  form  of  late-term  abortion, 
rs  gun  control,  and  supports 
ranee  benefits  for  homosexuals 


living  together.  Why  did  Gingiich 
embrace  Firestone?  Party  strategists 
say  he  stands  the  best  chance  of  win- 
ning the  seat  for  the  GOP. 

A  RETREAT  ON  TROOP  CUTS? 

►  A  congressional  commission  asked 
to  analyze  U.  S.  troop  needs  20  years 
out  may  soon  wave  the  white  flag. 
The  commission  w^as  set  up  because 
the  Pentagon  can't  afford  to  maintain 
a  modern  1.5  million-member  force. 
But  the  panel  is  balking  at  cutbacks, 
saying  it  can't  predict  what  the  mili- 
tary's needs  might  be  in  two  decades. 


BLOW  TO  AFFIRMATIVE  ACTION 

►  The  Administration  plans  to  issue 
new^  regulations  by  yearend  that 
could  severely  curb  affirmative  action 
in  federal  contracts.  The  rules  will 
allow  preferences  only  when  there's 
evidence  of  bias.  The  test:  whether 
there's  a  big  gap  betw  een  the  number 
of  contracts  minority  businesses  get 
and  the  availability  of  such  enterpris- 
es. Set-asides  would  also  be  scrapped. 
Instead,  the  feds  would  give  contrac- 
tors price  incentives  for  using  disad- 
vantaged subcontractors. 
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SOUTH  KOREA 


CAN  KOREA 
BAHLE  BACK? 

Seoul  needs  to  get  serious  about  reform.  So  far,  it's  balking 


Back  in  1989,  a  senior  executive  at 
Hyundai  Motor  Co.  had  an  aston- 
ishing vision.  His  fledgling  auto 
comi)any,  he  reckoned,  would 
oveitake  (Jeneral  Motors  Corj).  in  size, 
and  his  country's  economy  would  gi-ow 
to  rival  that  of  the  U.  S. 

For  a  time,  such  hubris  seemed  al- 
most believable.  The  Korean  people, 
with  a  combination  of  gritty  industri- 
ousness  and  fierce  pride,  achieved  an 
economic  miracle.  They  managed  8.2% 
annual  growth  ovei-  three  decades  and 
raised  annual  incomes  from  $80  in  1960 
to  over  $10,000  today.  A  poor  farming 
counti'y  transformed  itself  into  an  in- 
dustrial powerhouse  in  a  generation. 
Yet  today,  the  dark  side  of  that  amazing 
story  is  coming  out.  Korea's  conglomer- 


ates, or  chaebol,  have  grown  to  aston- 
ishing size.  But  they  have  borrowed 
recklessly  to  reach  theu'  goals,  and  cMd  it 
at  the  expense  of  profits. 
CURRENCY  WOES.  As  a  result,  Korea  is 
ill  the  gTip  of  crisis.  Seven  chaebol  have 
collapsed  or  gone  banl-unpt.  Banks  that 
lent  wantonly  to  all  these  companies  hold 
at  least  $52  billion  in  bad  debts— 17%  of 
their  total  loans.  Sensing  blood,  traders 
have  attacked  the  currency,  driving  the 
won  from  844  to  the  dollar  in  Januaiy  to 
almost  1,000  in  recent  days.  Layoffs  are 
pending,  including  .5,000  through  attri- 
tion at  mighty  Hyundai  Motor.  And  ni- 
mors  are  flying  that  the  world's  11th- 
largest  economy  may  be  the  next 
International  Monetary  Fund  basket 
case.  Says  an  economist  at  a  state-fi- 


nanced think  tank:  "There  are  only  t\j{. 
paths  South  Korea  can  take — rapidly  (^^-j^^ 
lying  out  financial  reforms  by  itself  [^W.jjg^ 
seeking  help  fi'om  the  imf."  ,|  , 

Incredibly,  the  economy  is  still  gi'o\x,.i.j^^^ 
ing  at  6% — down  from  its  previous^!.^J 
blistering  pace  but  high  by  inteniatiotii.j^j 


al  standards.  Yet  6%  is  too  slow  for  t]4. 


lumbering  chaebol,  which  need  doubly 


digit  sales  ijicreases  to  covei-  their  debij 
The  banks  have  huge  foreign  loar 
about  $65  billion  of  which  come  di 
within  a  year.  As  the  won  slips,  tl4,  1 
loans  get  more  expensive  to  repay. 

To  keep  Korea  gi'owing,  banks,  cha 
bol,  government  policymakei's,  and  lab 
unions  will  all  have  to  change.  Ban] 
have  to  recapitalize  and  merge  wi 
each  other.  The  surviving  banks  mu 
stop  feeding  loans  to  the  hungiy  chaeh 


:otl 
id 
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Mi 
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and  extend  more  credit  to  smaller  e" 
trepreneurs.  The  chaebol  must  focus  d 
core  businesses  and  profitable  returr 
not  aggi-essive  expansion.  Labor  unior 
which  have  pushed  up  wages  fivefoj 
in  the  past  12  years,  have  to  impro^ 
productivity  and  accept  layoffs.  B 
reaucrats  need  to  encourage  merge 
and  acquisitions  and  let  foreign  compjl^ /".^ 
nies  buy  Korean  assets  more  easily.  Ai.i 
the  government  has  to  back  off  fro; ' 
economic  micromanagement.  :  ^  ■^'P' 

Ordinary  Koreans  know  somethirii 
has  to  give.  "The  hardship  is  just  bj| 
ginning,"  says  Song  Hae  Myung,  a  4;  j  "' ' 
yeai-old  real  estate  agent  in  Seoul 


mi 


Korea's  Stress  Points 


THE  BANKS 


They  have  funneled  billions  to  companies 
under  pressure  from  the  government.  State 
meddling  must  end,  and  the  central  bank 
has  to  be  independent. 


THE  CHAEBOL 


They  have  sacrificed  profit  for  runaway 
growth  and  lost  all  sense  of  focus.  They  are 
now  overstaffed  and  overleveraged.  They 
need  to  be  smaller,  nimbler,  more  focused. 
Some  should  go  out  of  business. 


LABOR 


The  unions  have  secured  massive  raises 
by  staging  repeated  strikes.  They  have  to 
give  up  the  iron  rice  bowl  guarantee  of  life- 
time employment  and  accept  the  idea  of  a 
flexible  workforce. 


POLITICS 


Personalities  rule  the  parties,  which  lack  a 
serious  economic  agenda.  Officials  often 
accept  bribes  and  collude  with  the  chaebol 
at  the  expense  of  prudent  government. 


ment  will  have  to  open  markets 
reduce  reforms  to  improve  our 
itiveness." 

1  soon  plans  to  take  moderate 
Q  do  that.  It  intends  to  create  a 
Aon  Trust  Corp.-style  agency  to 
to  $20  billion  of  dud  bank  loans 
lext  five  years.  It  may  also  adopt 
cial  reform  bill  that  toughens 
iions  and  gives  more  indepen- 
;o  the  central  bank.  Yet  policy- 
still  hope  the  falling  won  will 
?  exports  and  spark  a  recovery — 
-temn  solution  at  best.  Because  of 
ieflation,  prices  for  Korean  prod- 
e  dropping.  As  a  result,  exports 
3wing  20%  annually  by  volume, 
port  revenues  are  only  gi'owing 
le  chaebol  "cannot  survive  with 
id  of  growth,"  says  Pohang  Iron 
i\  Co.  (posco)  Chairman  Kim 
le. 

QUITY  SWAPS.  Alarmingly,  the 
ment's  instinct  to  intervene  re- 
strong.  It's  almost  as  if  Korea  is 
;  back  the  clock,  reverting  to  the 
'  state  capitalism  rather  than  con- 

with  liberalization.  The  govem- 
lationalized  Kia  Motors  Corp., 
debts  were  driving  it  inexorably 
anptcy  Tlie  government  put  in  its 
laimian  and  told  Korea  Develop- 
iank  Ltd.,  Kia's  main  creditor,  to 

its  loans  to  the  carmaker  and  ac- 
juity  instead.  Analysts  think  the 
ment  will  tiy  to  aiTange  similar 


debt-equity  swaps  between  beleaguered 
chaebol  and  their  Korean  lenders. 

No  real  moves  have  been  taken  to 
break  the  coiTupt  alliance  between  the 
chaebol  and  the  government  or  to  tell 
workers  that  the  iron  rice  bowl  guaran- 
tee of  lifetime  employment  is  untenable. 
Instead,  the  country's  elite  is  consumed 
with  the  runup  to  the  Dec.  18  presi- 
dential election,  producing  a  leadership 
vacuum.  President  Kim  Young  Sam  is 
getting  less  than  a  10%  approval  rating 
fi-om  the  Korean  people,  and  his  admin- 


istration has  largely  stopped  governing. 
Rather  than  stating  then'  economic  poli- 
cies, the  presidential  candidates  are 
avoiding  talk  of  the  crisis.  Says  house- 
wife Kim  Yie  K>amg,  39:  "I'm  worried 
that  if  the  trend  continues,  the  whole 
country  will  go  under.  The  government 
should  put  aside  political  differences  and 
concentrate  on  reviving  the  economy." 

In  one  sign  of  hope,  some  companies 
are  restructuring  on  their  own.  Since 
1993,  POSCO  Chaii-man  Kim  has  cut  20% 


of  his  workforce  through  attrition,  even 
while  increasing  capacity,  posco  is  re- 
warding staff  with  bonuses  for  their 
productivity.  "It  wouldn't  sound  like 
much  in  America  or  Hong  Kong,  but  in 
Korea  we  are  unique,"  says  Kim.  Partly 
as  a  result,  POSCO  expects  a  record  $1.1 
billion  in  net  profits  this  yean 

But  many  other  Korean  companies 
still  seem  slow  to  learn.  Even  in  the 
midst  of  crisis,  they  are  plunging  into 
new  businesses — and  planning  to  bor- 
row billions  to  do  it.  Hyundai  has  a 
rough  road  ahead  to  join  the  ranks  of 
the  world's  top  auto  makers.  Yet  it 
plans  to  spend  $5.6  billion  on  two  steel 
mills — even  though  such  moves  drove 
tliree  of  its  competitors  into  bankruptcy. 
CREDIT  CHECKS.  To  limit  further  cor- 
porate collapses,  Korea's  credit  system 
needs  a  dose  of  modeniity.  Banks  are 
just  starting  to  think  about  basic  fimc- 
tions  like  credit  committees  to  approve 
loans.  Previously  they  didn't  bother,  fig- 
uring that  lending  to  well-known  com- 
panies based  on  collateral — or  a  nod 
from  the  top — was  enough.  Over  the 
years,  the  presidential  Blue  House  used 
credit  as  a  tool  to  control  the  chaebol, 
and  make  sure  generous  campaign  con- 
tributions kept  I'olling  in. 

With  their  backs  to  the  wall,  compa- 
nies are  selling  assets— and  creating  op- 
portunities for  foreign  companies.  Doosan, 
a  beverage  company  that  makes  OB  Beer, 
said  on  Nov.  10  it  was  selhng  its  bot- 
tling operation  to  Coca-Cola  Co.  for  $432 
million — one  of  Korea's  lai'gest  sales  ever 
to  a  foreign  investor  That  allows  Coke  to 
bust  up  domestic  supplier  cartels  and  de- 
velop new  sources  for  everything  from 
aluminum  cans  to  plastic  bottles.  Coke 
expects  to  save  tens  of  millions  of  dollar's 
on  packaging  alone. 

Given  the  ominous  signs  of  trouble 
in  North  Korea,  it's  imper-ative  that 
Seoul  shape  up  its  economy.  With  the 
North's  famine  and  potential  for  insta- 
bility, it  is  likely  that  South  Kor-ea  will 
have  to  bear  the  cost  of  absor-bing  its 
northern  neighbor  within  a  decade. 

Korean  officials  want  the  interTiation- 
al  financial  community  simply  to  trust 
them  to  make  the  necessary  changes. 
But  investors  aren't  in  a  patient  mood. 
If  Korea  doesn't  act,  the  mighty  chaebol 
could  be  starved  of  foreign  capital — and 
reduced  to  little  mor-e  than  low-priced 
supplier's  of  commodity  pr'oducts.  That 
would  leave  Korea  a  downmar-ket  ver- 
sion of  Japan,  a  supplier  of  middling 
goods  rather  than  a  high-tech  power- 
house. Painful  though  it  will  be,  a  radi- 
cal shakeup  is  Korea's  best  hope. 

By  Mark  L.  Clifford,  with  Moon 
Ihlwan,  in  Seoid 


Unloading  oi  chaebol 
assets  is  creating 
opportunities  for 
foreign  investors 
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REUTERS:  DODGING  BULLETS 
ON  ALL  FRONTS 

Growth  is  slowing,  and  it  faces  a  tough  slog  in  the  U.S. 


From  the  windows  of  his  29th-floor 
aerie  above  Manhattan's  East  Side, 
Michael  Sanderson  has  a  sweeping 
view  of  New  York's  suburbs  in  the  glow 
of  a  fall  sunset.  But  the  chief  executive 
of  Reuters  America  Holdings  Inc.  tends 
to  keep  his  eyes  on  the  opposite  wall. 
There,  seven  giant  Reuters  screens  flash 
stock  prices,  currency  rates,  and  live 
video  of  U.  S.  Ti'easury  Secretary 
Robert  E.  Rubin.  If  Sanderson  gets  his 
way,  thousands  of  such  screens  will  be 
beaming  out  Reuters  data  across  the 
U.  S.  in  a  few  years'  time. 

But  just  as  Reuters  is  gearing  up  for 
a  big  U.  S.  push,  it  faces  slower  gi-owth 
and  gi'owing  competition  in  some  of  its 
strongholds.  By  fai-  the  biggest  player  in 
the  nearly  $6  bilhon  global  electronic  fi- 
nancial-data market,  Reuters  is  under 
pressure  on  many  fronts.  No.  2 
Bloomberg,  Bridge  Intbnnation  Systems, 
and  Dow  Jones  Markets  are  all  scram- 
bling for  more  market  share.  "Reuters 
is  in  a  difficult  position,"  says  John  Jes- 
sop,  managing  director  for  Europe  at 
Bridge  and  a  fomier  Reuters  executive. 
"Like  any  company  as  big  as  they  are, 
they  are  under  constant  attack." 


Revenues  for  the  fii'st  three  quarters 
of  1997  were  down  2%  from  last  yeai\  to 
$3.4  billion.  Reuters  says  they  would 
have  been  up  8%  if  the  British  pound 
hadn't  appreciated,  but  even  that  would 
have  been  a  big  decline  fi'om  increases  of 
up  to  23%  it  enjoyed  just  a  few  years 
ago.  So  shai-eholders  wony  that  Reuters' 
gloiy  days  may  be  over.  The  stock  has 
been  volatile,  and  at  about  $10,  it's  14% 
below  the  year-ago  price.  Investors  are 
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THE  HURDLES  AHEAD  FOR  REUTERS 

►  European  monetary  union  may  slow  foreign 
exchange  trading,  Reuters'  key  revenue  producer. 

►  Reuters  wants  to  double  the  portion  of  revenues  it 
gets  from  the  Americas,  to  40%,  but  it  has  not  sold 
aggressively  enough  to  U.S.  money  managers. 

►  Competition  is  on  the  rise,  from  Bloomberg,  Dow 
Jones  Markets,  Bridge,  and  niche  players  such  as 
Datastream/ICV  in  London. 

►  Clients  want  more  customized  products  delivered  at 
lower  costs.  Reuters  must  get  better  at  meeting  their 
demands  or  risk  losing  them  to  rivals. 
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,  because  nothing  travels  faster.  Qwest's  Macro  Capacity-"  Fiber  Networl<  is  the  first  communications  network  to 
;ss  the  power  of  light.  Using  Nortel's  high-speed  broadband  technology  (OC-192)  and  the  world's  purest  fiber 
Qwest  network  is  designed  with  more  capacity  than  any  other  long-distance  network.  Which  means  with 
'EL  Qwest  the  outcome  will  always  be  the  same:  greater  speed  and  reliability  at  a  lower  cost.  We've 
ifCOM     captured  light.  And  the  world  is  about  to  become  a  very  different  place.  wvwv.qwest.net 
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in  the  U.  S.  mai'ket,"  says  Reuters  Hold- 
ings CEO  Peter  Job,  "oiu-  world  competi- 
tiveness can't  be  regarded  as  secm-e." 

On  Oct.  31,  Reuters  announced  plans 
to  build  a  32-stoiy  U.  S.  headquarters  in 
Manhattan's  Times  Square  that  will  be 
the  command  post  for  a  full-scale  effort 
to  coiTect  Reuters'  American  shortcom- 
ings. Globally,  the  company  is  rolling 
out  a  new  data  system,  called  Reuters 
3000,  to  replace  the  Reuters  2000 
screens  that  most  clients  now  use.  The 
3000  offers  a  wide  range  of  data  and 
analytical  systems  to  compete  with 
Bloomberg.  Reuters  hopes  to  have  close 
to  30,000  of  the  new  screens  in  place 
worldwide  by  yearend.  Variants  of  the 
3000  will  hit  the  U.  S.  next  March,  fea- 
turing sophisticated  coverage  of  U.S. 
equities  and  fixed-income  securities — 
the  two  areas  where  Reuters'  deficien- 
cies are  most  glaring. 

But  whether  the  3000  will  make  a 
big  difference  in  Reuters'  fortunes  is 
still  an  open  question.  Bloomberg  users 
are  wedded  to  their  systems,  which  act 
as  a  global  network,  and  will  be  reluc- 
tant to  switch. 

DAMAGING  MOVE.  Tlie  3000,  which  costs 
$S00-to-$  1,200  per  month  per  user  vs. 
Bloomberg's  average  of  $1,300,  is  defi- 
nitely an  improvement.  But  Bloomberg 
and  other  suppliers  are  likely  to  defend 
their  U.  S.  position  with  price  cuts  and 
improvements  of  theii"  own.  So  Reutere  is 
likely  to  have  a  tough  slog  expanding 
profitably  in  America.  Last  year  its  U.  S. 
data  operations  made  only  $29  million  in 
profits  on  $748  miUion  in  i-evenues,  ex- 
cluding Instinet. 

Competition  has  come  from  clients, 
too.  The  most  damaging  move  has  been 
the  sponsorship  by  a  consortium  of  in- 
ternational banks  of  an  electronic  for- 
eign-exchange-dealing system  called  the 
EES  Partnership,  which  began  trading 
in  1993.  EES,  whose  15  owners  include 
Citibank,  Chase  Manhattan  Corp.,  and 
the  three  big  Swiss  banks,  has  made 
big  strides  in  the  $1.5  trillion-a-day  for- 
eign exchange  market — a  business 
Reuters  hoped  to  dominate. 

But  both  .Job  and  Sanderson  expect 
demand  for  infonnation  .systems  to  gi'ow 
as  the  financial-services  industry  con- 
solidates. They  think  the  need  to  de- 
sign moi'e  customized  seivices  for  bigger 
clients  is  bound  to  work  in  Reuters'  fa- 
vor— because  it  has  the  money  to  in- 
vest. "All  I  have  to  do  is  make  sui'e 
Reuters  will  be  there  at  the  end,"  says 
Job.  That  much  looks  hke  a  safe  bet. 
Whether  it  can  stay  atop  the  cutthroat 
financial-data  business  is  a  longer  shot. 

By  Stanley  Reed  hi  London  and 
William  Glaagall  in  New  York 


COMMENTARY 


By  David  Woodruff 

A-CLASS  DAMAGE  CONTROL 
AT  DAIMLER  BENZ 


Common  wisdom  these  days  says 
mighty  Daimler  Benz  collided 
with  an  "elk  test"  and  lost.  I 
beg  to  diffei'.  ceo  Jiirgen  Schrempp 
and  his  Heutenants  limited  the  dam- 
age after  the  kind  of  mistake  that 
can  hit  any  company.  When  a 
Swedish  jounialist  rolled  over  the 
new  baby  Benz,  the  A-class,  on  Oct. 
21  during  a  test  simulating  a  swerve 
around  a  wayward  elk,  they  quickly 
admitted  a  problem,  came  up  with  a 
fix,  and  committed  big  bucks  to  im- 
plementing it. 

It'll  be  money  well  spent,  sal- 
vaging the  company's  long-tem  goal 
of  extending  the  Mercedes 
brand  into  the  main- 
stream market.  That 
shift  is  cnicial  if 
Daimler  hopes  to 
flourish  into  the 
next  centuiy. 

In  addition, 
the  company's 
careful  han- 
dling of  the 
rollover  inci- 
dent was 
right  on  tar- 
get. In  a  year 
or  two,  the  A-class  will 
probably  be  seen  as  a  pio 
neering  auto,  with  exem- 
plary crash  protection  for 
its  size.  The  elk  test?  A 
whimsical  memory. 

In  similar  tight  spots, 
other  carmakei's  have  of- 
ten blown  it.  In  1986,  Volkswagen's 
Audi  unit  was  hit  by  charges  in  the 
U.  S.,  later  proved  false,  that  faulty 
automatic  transmissions  made  its 
cars  race  out  of  control.  Executives 
denied  any  problem,  but  their  inac- 
tion caused  U.  S.  sales  to  wither 
fi-om  74,241  to  12,283  in  1991.  And  in 
1988,  when  a  U.  S.  consumer  maga- 
zine reported  that  the  Suzuki  Samu- 
rai was  likely  to  roll  over  if  a  driver 
swerved  violently  in  an  emergency, 
Suzuki  executives  also  denied  there 
was  a  problem.  Sales  tanked. 

Schrempp  and  Mercedes'  top  man- 
agers did  the  right  thing.  In  a  con- 
ference call  with  financial  analysts  on 


IN  THE  SHOP 


Although  the  fix 
will  be  costly, 
the  A-Class  will 
still  succeed 


Nov.  11,  they  apologized.  They 
retested  the  car,  then  made  costly 
changes,  stiffening  the  suspension 
and  adding  an  electronic  stability 
system  as  standard  equipment.  The; 
explained  that  although  the  car  had 
rolled  over  three  times  during  their 
own  testing,  it  had  been  under  ex 
treme  conditions.  And  they  continu( 
to  answer  questions  despite  rough 
treatment  by  the  press.  "I  would 
have  told  them  to  do  it  exactly  that 
way,"  says  Gerald  C.  Meyers,  a  cris: 
management  consultant  and  former 
American  Motors  chairman. 

Since  the  test  flip,  some  2,000  or- 
ders  have  been  can- 
celed, just  2%  of 
the  100,000  Mer- 
,   cedes  had  in 
hand,  and  2,00( 
new  ones  hav 
been  placed, 
trust  the 
brand,"  says 
Jorg  Plemp( 
a  salesman 
admiring  a 
silver  A-Clai 
on  outside  dif 
play  in  Frankfuit. 
"Tlie  media  have  exaggera 
ed  this  whole  thing." 
NO  PROFITS?  As  for  the 
cost,  the  new  components 
will  run  the  company  $59 
million  pretax  this  year 
and  $118  miUion  each  yea 
after.  That  will  probably 
wipe  out  any  profit  on  the  car,  say 
analysts.  But  other  models,  such  as 
the  M-class  sport  utility,  are  such 
smash  hits  that  Daimler's  net  earn- 
ings this  yeai'  should  remain  at  an 
estimated  $2.6  billion,  says  Salomon 
Brothers  Inc.  analyst  John  Lawson. 

Disaster  still  looms  if  the  re- 
vamped cars  presented  to  journalist 
in  December  aren't  totally  elk-prool 
But  for  a  big  corporation,  Daimler 
has  displayed  some  enviable  foot- 
work when  it  really  counted. 


Frankfurt  Correspondent  Wood- 
ruff has  covered  the  global  auto 
industry  since  1984.. 
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IN  THE  MIDEAST,  THE  PILLARS 
OF  U.S.  POLICY  ARE  WOBBLING 


As  the  Clinton  Administration  engages  in  a  high-stakes 
game  with  Iraqi  strongman  Saddam  Hussein,  its  Mideast 
strategy  seems  to  be  faihng.  The  two  pillars  of  its  poli- 
cy— pushing  an  Israeli-Palestinian  peace  to  defuse  regional 
tensions,  and  holding  together  the  Gulf  War  alliance  to  isolate 
Iraq  and  Iran — are  wobbling.  And  even  the  Administration's 
least  controversial  initiative,  that  of  nudging  Arabs  and  Is- 
raelis to  do  business  with  each  other,  is  running  into  trouble. 

The  Middle  East/North  Africa  Economic  Confei'ence  in 
Doha,  Qatar,  starting  on  Nov.  16,  was  planned  as  a  major  op- 
portunity to  deepen  business  and  political  ties.  Secretary 
of  State  Madeleine  K.  Albright  had 
hoped  to  work  high-level  crowds.  The 
three-day  event  has  attracted  just  50 
top  Israeli  executives,  along  with  800 
Arab,  Asian,  and  American  counter- 
parts— fewer  than  attended  last  year's 
meeting  in  Cairo. 

Far  from  being  a  U.  S.  success,  the 
meeting  is  turning  into  an  embarrass- 
ment. Key  U.  S.  allies  such  as  Egypt, 
Saudi  Arabia,  and  Morocco  are  boy- 
cotting it.  That  dashes  American  hopes 
of  rallying  regional  support  against 
Saddam.  Worse,  Arab  leaders  snub- 
bing the  U.S. -backed  Qatar  get-to- 
gethei'  will  go  instead  to  a  Dec.  9  Islamic  Summit  in  Tehran. 
RUNNING  INTO  THE  SAND.  The  message  to  Washington  is 
clear:  As  long  as  the  five-year-old  Oslo  peace  process  re- 
mains stalled,  the  U.  S.  won't  get  much  support  from  the 
region's  moderates.  Also,  it  will  be  hard  to  normalize  business 
and  economic  contacts  between  Israel  and  its  neighbors. 

Most  U.  S.-backed  schemes  have  I'un  into  the  sand  al- 
ready. One  showcase  project,  an  Israeli-Jordanian  airport  to 
serve  the  cities  of  Aqaba  and  Eilat,  might  still  happen, 
thanks  to  U.  S.  seed  money.  But  the  U.  S.-backed  Middle 
East  Development  Bank  is  a  nonstarter,  while  a  $300  million 
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THE  FIRE  THIS  TIME: 


project  to  pipe  Egyptian  natural  gas  to  energy-hungry 
rael — the  so-called  Peace  Pipeline — hasn't  left  the  drav 
board  because  of  the  faltering  peace  process.  Instead, 
Egyptian-Israeli  relations  at  a  20-year  low,  Israel  Elecl 
Corp.  is  seeking  alternative  gas  supplies  in  Russia,  Nor\  f  Mf-; 
and  Nigeria — even  though  Egyptian  gas  would  be  cheap 
Meanwhile,  rather  than  promoting  intraregional  tri 
the  economic  conferences  mainly  are  aiding  U.  S.  con 
nies.  Americans  are  winning  an  increasing  share  of  the 
gion's  $200  billion  in  imports.  Dearborn  (Mich.)-based 
Energy  Coip.,  for  example,  won  a  $1.6  billion  power  conti 
in  Morocco,  while  Hughes  Spac( 
Communications  Group  snared  a  $1 
lion  satellite  project  in  the  Uni 
Arab  Emirates. 

Back  home,  the  Administration 
U       *^^J^P  sell  events  like  the  Qatar  confere 
I  Vi  \A  A  as  good  for  U.  S.  business,  even  if  t 

don't  ftuther  peace.  "Yes,  getting  Ai 
and  Israelis  to  do  business  has  b 
one  of  the  purposes,"  says  Under 
retary  of  State  Stuart  E.  Eizens 
"but  there  are  other  reasons." 

Setbacks  to  the  peace  process  hav 
had  a  huge  economic  impact.  Ind< 
the  region  is  generally  thriving  for 
first  time  in  years.  Large-scale  privatization  progi'ams,  dei 
ulation,  and  fiscal  restraint  are  revving  up  econoinic  gi'owt! 
countries  such  as  Morocco,  Timisia,  and  Egypt.  Foreign? 
vestors  are  pumping  cash  into  local  stock  markets.  The  rejJ 
is  expected  to  gi'ow  moi'e  than  6%  this  year. 

The  arginnent  used  to  be  made  that  Ai'ab-Israeli  econ«f 
ic  cooperation  would  guarantee  future  prosperity  as  welllf 
bring  peace.  Qatar  may  reinforce  the  idea  that  Israel  and  S 
Arabs  don't  need  each  other.  That  bodes  ill  for  the  futuil- 
and  for  U.  S.  clout  in  the  region. 

By  Jolm  Rossant  in  Rome  with  bureau  rep^ 
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GLOBAL  WRAPUP 


FAMILY  VALUES  SPLIT  POLAND 

►  Polish  Premier  Jerzy  Buzek  has  his 
hands  full  with  his  new  coalition.  Ide- 
ological firebrands  are  stealing  head- 
lines as  they  drive  their  family  values 
agenda  from  key  social  affairs  posts. 
The  Education  Ministry,  for  example, 
refuses  to  implement  a  law  requiring 
sex  education  in  schools.  Junior  Min- 
ister Kazimierz  Kapera,  already  noto- 
rious for  labeling  aids  victims  "per- 
verts" when  he  was  at  the  Health 
Ministry,  is  ruffling  more  feathers:  He 
eliminated  the  "women"  from  the  title 


of  the  Office  on  Women  &  Family  Af- 
fairs, which  he  now  heads. 

Tlie  iTickus  risks  diverting  attention 
ft'om  lu'gent  economic  refomis.  Analysts 
say  Buzek  needs  to  speed  privatization, 
cut  the  48%  payroll  tax,  finish  pension 
reform,  and  restructiu'e  the  coal  and 
steel  industries.  The  last  thing  he  needs 
now  is  to  have  to  put  out  fires  started 
by  his  Chiistian  Nationalist  allies. 

THAILAND  LAUGHS  AT  THE  IMF 

►  Popular  resentment  of  pushy  ex- 
perts from  the  International  Mone- 
tary Fund  is  rising  fast  in  Thailand. 


As  IMF  workers  rush  around  the  coi 
try  telling  Thai  politicians  how  to  fi:' 
the  ailing  economy,  they've  become 
instant  raw  material  for  TV  satirists 
In  one  skit — on  Seven  Stw  Comed\ 
a  variety  show — thi-ee  IMF  officials 
charge  into  the  home  of  a  Thai  family] 
with  its  own  financial  woes.  The  offid 
high-handedly  lectui-e  family  memb 
and  tell  them  to  stop  whining,  cut 
spending,  and  start  saving.  For  dinnl 
the  IMF  men  bring  in  a  succulent  fish,j 
let  each  family  member  admire  it — ani 
then  whisk  it  away,  leaving  each  withi 
bowl  of  rice  and  a  gi-umbling  stomachj 
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THE  MOST  POWERFUL 
MAN  IN  RUSSIA 

At  36,  capitalist  Vladimir  Potanin  rules  the  country's  economy.  Here's  how  he  does  it 


itvuw 


Vladimir  0.  Potanin  was  in  top 
form.  After  his  chauffeur-driven 
BMW  dropped  him  off  inside  the 
KremHn  gates,  the  athletic  36- 
yeai-old  president  of  Oneximbank  strode 
into  the  office  of  President  Boiis  Yeltsin. 
Looking  Yeltsin  in  the  eye,  he  shook 
his  hand  and  took  the  place  of  honor 
at  the  table  across  from  the  head  of 
state.  Ti'ailing  behind  Potanin  were  five 
of  Russia's  other  business  princes  in 
their  hand-tailored  suits  and  silk  ties, 
including  the  aggiieved  Mikhail  M.  Fnd- 
man,  33,  chairman  of  conglomerate  Alfa 
Group,  and  media  magTiate  Vladimir  A. 
Gusinsky,  45.  Potanin  had  bested  them 
in  the  sale  of  one  of  the  state's  crowTi 
jewels:  a  25%  stake  in  telecommunica- 
tions giant  Svyazinvest. 

Yeltsin  was  stern.  For  two  months, 
the  captains  of  industry  gathered  in  his 
office  had  been  waging  a  media  war 
against  one  another-  as  they  angled  for 
the  last  choice  goverTiment  assets  on  the 
block.  Together  with  the  country's  ener-- 
gy  czar-s,  these  biznesmen 
contr'ol  about  one-half 
of  Russia's  indus- 
trial wealth.  In 
U.S.  terms, 
it  was  as 
if  Jack 


Welch,  Bill  Gates,  and  John  Reed  had 
taken  to  the  air-waves  to  fight  about  a 
takeover.  Potanin  had  anger-ed  rivals  by 
refusing  to  play  by  nor-mal  Moscow  rules, 
wher^e  state  assets  would  be  divvied  up 
among  tycoons  at  private  sessions.  In- 
stead, he  had  insisted  on  a  competitive 
auction  for-  Svyazinvest  and  had  paid  a 
princely  sum  for  it,  br-eaking  the  game 
wide  open.  Now,  his  opponents  wanted 
Yeltsin  to  bar  liim  fi"om  futiu'e  sales.  But 
the  Pr-esident  didn't  agi-ee  and  embraced 
Potanin's  new  credo  of  competition. 
Yeltsin  promised  that  futiu-e  pr-ivatiza- 
tions  would  be  fair-  and  open  to  all  play- 
er-s.  After  the  meeting,  Potanin  de- 
clar-ed:  "We're  r-eady  to  compete." 
METEORIC  RISE.  Welcome  to  the  wor-ld 
of  Vladimir-  Potanin.  No  other  tycoon 
has  played  such  a  central  role  in 
Russia's  wild  economic  tr-ansforma- 
tion.  A  Russian-style  r-obber  bar-on 
with  a  sharp  eye  for-  a  deal,  Potanin 
is  the  most  power-ful  businessman  in 
moder-n  Russia. 

Since  1991,  he  has  built  an 
empir-e   of  industrial 
companies,  banks, 
and  media  gr-oups 
with  mor-e  than 
$16  billion  in  sales- 
and  $38  billion 


assets — equal  to  nearly  10%  of  Russi; 
gr-oss  domestic  product.  Moscow's  heai 
market  puts  the  value  of  Potanin's  coi 
panies  at  some  $32  billion.  While 
tycoon  won't  discuss  his  per-sonal  wealt 
outsider-s  estimate  his  shar-e  of  thoBai'i 
holdings  at  $1.5  billion  to  $3  billion. 

Potanin  has  amassed  his  power 
surprisingly  shor-t  order.  In  1995,  aft 
only  two  year-s  on 
the    scene,  his 
Oneximbank 
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Portrait  Of 
An  Empire 


Through  his  web  of  holding 
companies,  Potanin  controls 
key  banking,  metals, 
oil,  and  media 
assets 


ONEXIMBANK  Potanin  four 
and  controls  Russia's  top 
bank.  Mainly  serving  corpo 
custonrers,  it  owns  major  s 
in  eight  regional  Russian  b 
leading  credit-card  and  ins 
companies,  and  a  Swiss  bai 
Assets:  $3.S  billion. 


MFK-RENAISSANCE  Co-fou 
the  lar  gest  investment  bar 
Russia. 
Assets:  More  tfian  $2  billio 
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e  Russia's  top  private  bank,  as 
,n  cultivated  contacts  with  gov- 
■nt  officials  and  budding  enter- 
alike.  Using  Oneximbank  as  a 
Potanin  engineered  the  most  im- 
t  povirer  play  in  Russia's  capitalist 
r.  Working  with  Yeltsin  aide  Ana- 
!.  Chubais,  Potanin  drafted  the 
•for-shares"  privatization  plan  that 
d  a  handful  of  entrepreneurs  to 
lussia's  best  industrial  assets  from 
ntrol  of  communist-era  managers. 
;  VANGUARD.  The  sell-off  scandal- 
Russia  and  almost  torpedoed 
I's  reelection.  But  it  also  mai'ked  a 
5reak  with  the  communist  past.  It 
lussia's  new  wealth  permanently 
the  hands  of  Red  managers  who 
have  marshaled  it  to  oppose 
1.  To  pay  back  the  favor,  Potanin 
d  up  vdth  Russia's  business  elite 
w  tens  of  miUions  of  dollars  into 
I's  presidential  campaign. 
V,  Potanin  is  behind  what  could 
other  big  change  in  how  Russia 


does  business.  The  robber-baron  era  is 
waning,  he  believes,  and  Russian  busi- 
ness is  trying  to  become  more  legiti- 
mate. As  the  Russian  economy  increas- 
ingly opens  to  the  outside  world,  it 
needs  to  overhaul  industry  after  indus- 
try. To  do  that,  Potanin  says  Russia 
desperately  needs  global  capital.  And 
he  is  leading  the  quest. 

In  a  move  that  astonished  investors 
around  the  world,  Potanin  won  the  July 
25  privatization  auction  for  Svyazin- 
vest — with  a  $1.8  billion  bid  heavily 
backed  by  George  Soros.  The  interna- 
tional financier  was  brought  in  by 
Potanin's  Russian-American  friend  and 
financial  ally,  investment  banker  Boris 
Jordan.  With  $980  million  from  Soros, 
$365  million  from  Onexim- 
bank, and  the  rest  raised 
from  international  in- 
vestors, Potanin  blew 
away  rival  bids.  It 
was  the  fii'st  time 
the  Russian  deal- 
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maker  had  brought  in  a  big-time  West- 
ern financier,  and  it  left  economic  na- 
tionalists snarling. 

Potanin  offers  no  apologies.  Although 
he  admits  he  wi'ote  the  book  on  insider 
dealing  with  the  1995  loans-for-shares 
asset  grab,  he  says  he  was  working 
even  then  to  build  a  business  that  could 
compete  in  a  more  open  Russian  econo- 
my. A  master  chess  player,  Potanin 
boasts  that  he  plots  his  business  strate- 
gy many  moves  ahead  of  his  opponents. 
"I  wanted  this  [open  competition]  ft-om 
the  beginning,"  he  insists.  "That's  the 
reason  we  are  in  a  more  advantageous 
position  now.  It's  not  because  of  favors 
anyone  is  giving  us,  but  because  we  are 
prepared  to  play  under  these  [more 
open]  rules." 

"NO  SAINTS."  Potanin  is  well  placed  for  a 
more  exacting  business  environment. 
Fluent  in  French  and  English,  Potanin 
tells  outsiders  that  his  empire  is  not 
only  the  biggest  but  has  also  done 
more  than  its  rivals  to  bring  itself 
up  to  Western  standards.  Onexim- 
bank was  the  fii-st  to  qualify  to  set 
up  a  subsidiaiy  in  Switzerland.  This 
year,  it  raised  $250  million  through 
debt  issues  on  international  markets. 
And  it  was  the  fii-st  Russian  bank 
approved  by  the  U.  S.  Securi- 
V    ties  &  Exchange  Commission 
\    to  handle  depository  activi- 
\    ties  for  American  investors. 
\   Says  Yuri  Milner,  head  of 
\  investment  banking  at  ri- 
P  val  Menatep  Bank:  "These 
guys  are  no  saints.  No  Russian  bank 
completely  meets  Western  standards. 
But  they're  ahead  of  the  others  in 
breaking  the  West's  fundamental  mis- 
trust of  Russians." 

Potanin  plans  to  expand  his 
empire  with  new  investments  in 
telecommimications,  oil,  and  met- 
als. Besides  bringing  in  investors 
such  as  Soros,  he  is  negotiating  strategic 
Ijartnerships  with  the  likes  of  British 
Petroleum  Co.  and  major  European 
phone  companies.  He's  also  bringing  in 
new  management  and  cutting  costs  at 
his  giant  Norilsk  Nickel,  the  world's  top 


w 


IL&GAS 


owns  85%  of  Russia's 
oil  producer. 
?s.-  $5.5  billion, 
billion. 
$6.1  billion. 


'Won  25%  of  this 
local  phone  compa- 
long-distance  carrier, 
te  1997  sales: 
Assets:  $8.7 billion. 
!  cap.:  $23.9  billion. 


METALS 


NORILSK  NICKEL  Has  51%  voting 
control  of  this  mining-and- 
metals  giant,  the  largest  nickel 
producer  in  the  world. 
Est.  1997 sales:  $2.9  billion. 
Assets:  $9  billion. 
Market  cap.:  $1.4  billion. 

NOVOLIPETSK  Owns  15%  of  the 
integrated  steel  company. 
Est.  1997  sales:  $2.3  billion. 
Assets:  $2.5  billion. 
Market  cap.:  $900  million. 


MANUFACTURING 


LOMO  Owns  40%  of  this  precision 
optics  company      1997 sales: 
$42  million.  Assets:  $315  million. 
Market  cap:  $33  million. 

PERM  MOTORS  Owns  27%  of  the 
aircraft  outfit.  Est.  1997  sales: 
$120  million.  Assets:  $339  million. 


NORTHWEST  RIVER  SHIPPING  Owns 
25%  of  the  outfit.  Est  1997  sales: 
$120  ynillion.  Assets:  $339  million. 
Market  cap.:  $169  million. 


NEWSPAPERS  Owns51%of/^w.s- 
tia,  a  national  daily  with  528,000 
circulation.      1997  sales:  $19.3 
million.  Assets:  $20.3  million. 
Owns  51%  oi  Komsomolskaya 
Pravda,  a  daUy  with  2,000,000 
circulation,  hamched  R^issky 
Telegraf,  with  80,000  circulation. 


SPORTS 


CENTRAL  ARMY  Snapped  up  75% 
of  popular  hockey  and  basketball 
clubs;  plans  major  investments. 
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producer-,  where  debts  had  run  up  to 
$2  billion  when  he  took  over.  His  goal: 
to  prove  that  both  his  bank  and  his  in- 
dustrial companies  make  money  not  only 
in  the  motherland  but  can  also  take  on 
global  players. 

How  did  this  son  of  a  trade  attache 
climb  so  far  so  fast?  Potanin  seemed  to 
have  a  clear  view  of  where  Russia  was 
headed.  Early  on,  he  understood  that 
state  control  of  the  economy  would 


tional  Relations — the  school  for  Soviet 
diplomats.  Then,  he  followed  his  father 
into  the  Foreign  Ti-ade  Ministry. 

The  Soviet  Union  was  changing  fast, 
and  Gorbachev's  reforms  began  open- 
ing tlie  way  for  entrepreneurs  to  set' 
up  private  businesses.  Potanin  decided 
to  strike  out  on  his  own.  Over  the 
years,  he  had  met  the  heads  of  some  of 
the  new  foreign-trade  outfits  licensed 
by  the  ministry.  "The  younger*,  smaller 


Potanin  the 
Overachiever 


In  1961  to  a  Soviet  trade  attache; 
childhood  in  Yemen  and  Hirkev. 


Eai  lU'd  a  degree  in  international 
economics  from  the  elite  Moscow 
State  Institute  of  International 
Relations;  speaks  fluent  French 
and  English. 


EARLY  CAREER 


Worked  as  a  low-level  bureaucrat 
at  the  Soviet  Foreign  Trade  Min- 
istiy  from  1983  tol990.  Quit  to  set 
up  his  ovm  trading  business.  Lat- 
er moved  into  banking. 


POLITICAL  AFFILIATIONS 


Was  a  leader  in  the  Young 
Communist  organization  and  a 
Communist  Party  member  in  the 
1980s;  now  backs  Boris  Yeltsin. 


wither  and  that  thei-e  would  be  a  mas- 
sive r-edistribution  of  wealth.  Along  with 
that  foi-esight  was  a  di-ive  to  wan  big 
that  led  Potanin  to  gi'ab  assets  and  cut 
off  allies  who  no  longer  served  him. 
Per'haps  most  important  has  been  his 
ability  to  nurlui-e  and  even  manipulate 
powerful  government  figures  to  get 
changes  in  Russian  economic  policy. 
PERSUASIVE.  Potanin's  career  mirToi's 
the  tumultuous  changes  in  his  country 
since  Mikhail  Gorbachev  came  to  power- 
in  1985.  Twelve  years  ago,  Potanin  was 
a  low-level  bureaucr-at.  Bor-n  in  1961, 
he  studied  international  economics  at 
the  Moscow  State  Institute  of  Inter-na- 


A  serious  chess  player  and 
sportsman:  soccer,  skiing,  and 
jet-skiing.  Major  contributor  to 
the  Russian  Orthodox  Church. 


Married  and  has  two  children. 

DATA:  BUSINESS  WEEK 

organizations  wanted  to  do  something 
mor-e  aggr-essive,"  he  says.  So  he  talked 
them  into  lending  liim  a  total  of  .$10,000 
to  start  his  own  tr-ading  fir-m. 

It  didn't  take  Potanin  long  to  realize 
he  couldn't  teach  the  traders  much 
about  tr-ading.  But  they  did  need  finan- 
cial services.  So  in  Apr-il,  1992,  he 
teamed  up  with  another  ambitious  en- 
trepr-eneur-,  Mikhail  D.  Prokhor-ov,  then 
27.  Together  they  launched  the  Inter-- 
national  Company  for  Finance  &  In- 
vestments, known  as  mfk  for  its  Rus- 
sian initials.  Pr-okhorov  had  previously 
wor-ked  for  an  East  bloc  bank  that  was 
in    financial    trouble.    Potanin  and 


Pr"okhorov  lured  the  bank's  Russ 
clients  to  their  new  operation,  br-ingi 
in  $300  million  in  deposits.  That  wind] 
helped  them  di-aw  bigger  clients — t 
companies  dominating  Russia's  oil  a 
metals  exports.  A  year  later,  Potai 
and  Prokhor-ov  invited  these  clients 
become  shar-eholders  in  a  mor*e  power 
institution,  Oneximbank. 
JET-SKIS.  Fr-om  the  very  start,  the  t 
friends  split  responsibilities.  Prokhor' 
chair-man,  is  the  details  man  who  r^ 
the  banks.  Potanin,  president,  is  t 
ideas  man  and  the  gr-oup's  public  fa 
Physically,  they  couldn't  be  mor-e  c 
ferent.  At  about  6  feet  6  inch 
Prokhor'ov  towers  nearly  a  foot  o\ 
Potanin.  Prokhorov  abhors  the  limeli 
and  pr-efers  to  spend  free  time  wor 
out  or  playing  sports.  Potanin,  too,  i 
superb  athlete.  In  his  university  da 
he  was  a  champion  at  soccer,  ju 
WT'estling,  kar-ate,  and  table  tennis, 
he  also  loves  socializing.  He  is  a  wi 
charmer  who  shines  in  small  groups 
one-on-one  meetings. 

The  pair  r*un  the  company  as  a  fa 
ly.  The  top  10  managers  were  cla 
mates  of  Pr'okhorov's  at  Moscow's 
nance  Academy  in  the  mid-to-late  19 
They  work  together  and  play  toget 
going  on  ski  vacations  in  Switzerl 
and  Austr-ia  and  on  beach  trips  to 
Mediterranean.  At  their  own  pr-ivate 
sort  west  of  Moscow,  the  duo — al 
with  Oneximbank  employees  and  th 
families — can  swim  or  play  tennis 
doors  all  winter.  A  favorite  summer 
tivity  is  jet-skiing.  "We  train  with 
coach  of  the  world  champion  jet-ski 
declares  Potanin. 

Potanin's  charm  was  a  valuable 
set  when  Oneximbank  opened  its  do 
He  used  it  to  reel  in  accoimts  from  sU 
enterprises  and  the  gover-nment.  0 
of  the  most  pr-ofitable  was  the  custo: 
ser-vice.  Rather  than  setting  up  a  Tr( 
sury  department,  the  govei'nment  chs 
neled  its  funds  through  commerc 
banks  in  the  early  1990s.  A  handful 
top  banks,  and  droves  of  governme 
bur-eaucrats,  pr-ofited  fi-om  this  pr-acti 

By  hooking  the  customs  account 
1995,  Oneximbank  was  one  of  the  bigg< 
winners  of  all.  The  bank  offered  a  co:  - 
puterized  advance-payment  system,  wh; 
speeded  up  clearing  pr-ocedur-es.  Millie 
of  customs  doUar-s  washed  tlrr-ough  On< 
imbank — which  invested  the  funds 
Russia's  high-interest-paying  debt.  Tli 
ear-ned  the  bank  huge  pr-ofits  on  the  ;- 
count,  which  gr-ew  to  $1  billion. 

Potanin's  most  famous  deal  with  t; 
gover-mnent  was  the  contr-oversial  loai 
for--shares  scheme.  In  1995,  Chubais, 
chitect  of  Russia's  eariier-  privatizatioi> 
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People 


was  eager  to  conclude  another  round  of 
state  asset  sales  before  parliamentary 
elections  in  December.  The  Communists 
were  expected  to  win,  and  Chubais 
feared  they  would  block  the  progi-am. 
So  Potanin  came  up  with  an  idea:  Why 
not  auction  off  controlling  stakes  in 
Russian  industry  to  the  banks  in  ex- 
change foi'  loans?  If  the  government  re- 
paid the  loans,  the  banks  would  return 
the  shares.  But  if  the  government  de- 
faulted, the  banks  would  be  allowed  to 
buy  the  shares.  Chubais  agi'eed. 

From  November,  1995,  until  January, 
1996,  the  government  auctioned  off 
stakes  in  metals,  mining,  and  oil  com- 
panies. Oneximbank,  its  rival  Menatep, 
and  Boris  A.  Berezovsky's  Logovaz 
Group  all  came  out  big  vdnners,  vaulting 
their  owners  to  the  pinnacle  of  Russian 
industry.  Oneximbank  snapped  up  its 
client  and  shareholder,  Norilsk  Nickel 
in  addition  to  Sidanko,  Russia's  third- 
largest  oil  company,  bidding  just  more 
than  the  required  minimum. 
UPROAR.  Potanin  acknowledges  that  the 
assets  went  cheap,  through  insider 
deals.  The  important  thing,  however, 
"was  to  break  the  Red  Directors'  lob- 
by," he  argues.  "We  created  a  prece- 
dent where  the  enterprise  was  sold 


BORIS 

JORDAN 

An  Aniei'ican  of  Russian  descent,  he  won 
financial  backing  from  Potanin  to  set  up 
his  Renaissance  Capital  in  1995,  then 
merged  it  with  Potanin's  owa  investment 
bank.  Now,  it's  Russia's  largest 

to  an  investor  and  not  to  a  manager." 

The  Communists  won  the  December 
parliamentary  elections  and  raised  an 
uproar  about  the  sell-offs.  In  the  spring 
of  1996,  it  looked  as  if  Yeltsin  would 
lose  his  June  bid  for  reelection.  So 
Potanin  teamed  up  with  other  business- 


,  Re 


people,  including  those  who  would  lat 
be  his  rivals — Berezovsky  and  Gusi 
sky — to  pour  money  into  Yeltsin's 
paign.  After  the  election,  Yeltsin  ask(|ss 
Potanin  to  join  his  new  government 
First  Deputy  Prime  Minister,  with 
sponsibility  for  economic  policy. 

Enteiing  the  government  put  Pota 
in  the  public  eye  for  the  fii-st  time, 
also  marked  his  first  break  with  tl 
other  bankers.  They  accused  him  of 
ing  his  post  to  benefit  the  business 
terests  of  One.ximbank  rather  than 
the  industry  as  a  whole.  But  aft 
Yeltsin  reshuffled  the  Cabinet  in  Api 
1997,  and  Potanin  retui'ned  to  busines 
the  war  really  started.  Svyazinvest  w 
the  explosive  issue.  While  in 
Potanin  had  agreed  that  OneximbaAi 
wouldn't  bid  for  the  telecommunication 
company.  But  "of  course,  I  was  free 
participate  after  I  left  the  govemmen|)iniii 
he  says.  Gusinsky,  Berezovsky,  and 
Group's  Fi'idman  pressured  him  not 
bid,  but  Potanin  refused  to  withdrawlli 
Enter  American  investment  bankSn, 
Boris  Jordan.  The  grandson  of  Russi  aid 
aristocrats  who  fled  the  Bolshevik  Re 
olution,  Jordan  had  opened  the  Moscc 
office  of  Credit  Suisse  First  Bostrni; 
(CSFB)  and  dominated  the  nascent  m£ 
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The  solution  is  iiere 


Russia  privatized  thousands 
nses  in  1998  and  1994.  He  met 
1  in  1993,  through  his  uncle,  a 
awyer  who  also  did  legal  work 
■  banker.  By  1995,  Jordan  was 
to  set  up  his  own  investment 
Renaissance  Capital.  Potanin 
him.  Last  summer.  Renaissance 
)tanin's  mfk  merged  to  create 
s  largest  investment  bank. 
MFUSION.  Jordan,  31,  approached 

1  Soros  about  investing  in 
I's  empire.  Jordan,  who  grew  up 
">Jew  York  area,  met  Soros  in  the 
990s  when  Jordan  was  looking 
3  in  Russia.  Later,  Soros'  Quan- 
md  invested  in  funds  that  Jordan 
?d  for  CSFB  and  his  own  bank. 
yh  Soros  had  earher  voiced  con- 
bout  Russia's  robber-baron  capi- 
the  financier  joined  Potanin  in 
ig  25%  of  Svyazinvest.  His  cash 
n  secured  Potanin's  winning  bid. 
he  government  now  prepares  a 
vave  of  privatizations,  Russia's 

bankers  are  getting  ready  for 

2  of  the  bankers'  war.  Potanin 
eyes  set  squarely  on  Rosneft, 

mtry's  fifth-largest  oil  company. 
/  turn  to  BP  for  financial  backing, 
he  asked  Soros  to  join  him  in  his 


GEORGE  SOROS 


Approached  by  Jordan,  he  put  up 
$980  million  to  secure  Potanin's  winning 
bid  of  $1.8  billion  for  the  Svyazinvest 
telecom  giant.  Potanin,  however, 
retains  control  of  the  company 

DATA  BUSINESS  WEEK 

Svyazinvest  acquisition.  Oneximbank  of- 
ficials say  the  bank  is  already  close  to 
selHng  BP  a  10%  stake  in  his  Sidanko  oil 
company.  And  he  has  hired  top  man- 
agers from  Royal  Dutch/Shell  Group  to 
help  him  turn  the  company  around.  If 


Potanin  gets  Rosneft  and  merges  it  with 
Sidanko,  he  would  control  the  largest 
oil  company  in  Russia. 

But  Potanin  isn't  alone  in  coveting 
Rosneft.  He's  up  against  strong  bidders 
such  as  Gazprom,  the  Russian  gas  mo- 
nopoly, and  Berezovsky.  Ousted  from 
Yeltsin's  Security  Council  recently,  bil- 
honaire  Berezovsky  has  resisted  Potan- 
in's call  for  competitive  privatization 
auctions.  Still,  having  learned  from  the 
Svyazinvest  competition,  Potanin's  ri- 
vals may  team  up  with  foreign  part- 
ners to  bolster  their  bids  this  time. 

Tlie  combative  banker  clearly  relishes 
the  battle.  And  he  seems  determined 
to  be  the  one  who  comes  out  on  top. 
Says  one  Moscow  insider:  "There's  al- 
ways a  light  in  his  eyes  that  you  should 
take  as  a  warning  light.  Potanin  is  still 
hungiy.  He's  a  wolf." 

Russia's  fastest-rising  and  most  pow- 
erful businessman  shows  no  signs  of 
slowing  down.  And  while  he  voices  no 
clear  political  goals,  the  bankers  and 
politicians  around  him  know  there's  no 
limit  to  his  ambitions.  At  just  36, 
Potanin  has  plenty  of  time  to  conquer 
new  worlds — maybe,  some  say,  even  the 
presidency  of  Russia. 

By  Patricia  Kranz  in  Moscow 
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LET  THE  SET-TOP 
WARS  BEGIN 

Now  that  cablers  won't  pick  one  system,  everyone's  a  player 


Has  Bill  Gates  been  trumped?  In 
May,  he  made  a  no-strings-at- 
tached $1  billion  investment  in 
Comcast  Corp.  to  endorse  the  na- 
tion's partially  upgi'aded  cable  networks 
as  the  best  distiibution  vehicle  for  the 
digital  age.  Not  promised  but  likely  ex- 
pected was  Comcast's  helj)  in  getting  Mi- 
ci-osoft  Coi-{).'s  operating  system  adopted 
by  cable  moguls  as  the  standard  for  the 
next  generation  of  digital  set-top  boxes. 
That's  the  device,  much  like  a  powerful 
; omputer,  that  will  deliver  all  sorts  of 
irj'!>)-;ictive  ser-vices  and  featui'es  via  rv. 

.'  i  Tosoft's  move  was  such  a  shot  in 
tht-  i.\  for  the  cash-strapped  and  be- 
leaguerei'  ':^';ble  industiy  that  the  stock  of 
all  the  n:  ;nr  companies  skyrocketed. 
That,  perver-tly,  reduced  the  financial 
strain  on  the  i.i  Ivi'^tiy  and  allowed  it  to 
effectively  spuj  -.  Microsoft's  advances. 
What's  more,  sudJ  nly  emboldened  ca- 


blers played  Gates's  plans  off  those  of 
other  teclmology  companies,  such  as  In- 
tel, Oracle,  and  Netscape,  which  ai"e  also 
racing  to  develop  software  and  services 
for  the  new  set-top  boxes.  So  Microsoft 
intensified  its  efforts,  courting  at  least 
thi"ee  other  big  cable  companies — Tele- 
Communications,  U  S  West  Media  Group, 
and  Cox  Communications — in  an  effort 
to  buy  more  influence.  "Microsoft  would 
very  much  like  to  be  in  this  business, 
and  right  now,  they're  not,"  says  David 
M.  Woodrow,  senior  vice-president  of 
Cox,  the  fifth-largest  cable  company. 

But  cable  moguls  sidestepped  that  ef- 
fort once  again.  On  Nov.  5,  they  an- 
nounced that  they  won't  pick  a  single 
operating  system  for  the  set-top  box. 
Rather,  they  will  establish  open  stan- 
dards so  that  many  technology  companies 
can  jump  in  and  design  competing  but  in- 
teroperable software  and  hardware.  In 


addition  to  interac- 
tivity, the  box  will  be  able  to  double 
cable  modem  hooked  to  a  PC  and 
one  day  provide  video  teleconferenc 
Detailed  specifications  will  be  issuec 
January.  Calling  the  shots  is  a  s 
gi'oup  of  seven  top  cable  execs — inclu 
Comcast's  Brian  L.  Roberts,  TCi's  Joh 
Malone,  Cox's  James  0.  Robbins,  and 
West  consultant  Wilham  T.  Schley 
all  of  whom  sit  on  the  executive 
mittee  of  Cable  Labs,  the  industry': 
seai'ch-and-development  consortium 
Cable  Labs'  decision  trades  spee 
mai'ket  for  imassailable  control  of  ca 
infrastiuctur-e  in  the  years  to  come 
single  operating  system  [would 
made  application  development  some^ 
easier,"  concedes  Schleyer,  who  is  lea 
the  group.  "But  the  general  feeling 
there  was  the  potential  to  have  the 
er  of  that  operating  system  dominat( 
TV  domain."  By  choosing  multiple 
tems,  the  cable  industry,  the  teclinc 
industiy,  and  consumers  will  have  t( 
thi'ough  two  or  three  versions  of  a 
cations  for  the  new  cable  netv( 
"That's  unfortunate,"  says  Schleyer, 
it's  a  fact  of  life.  We  had  to  trade  of 
potential  long-tenn  cost  of  losing  co 
of  [oui'  own]  industiy  if  we  let  one  ( 
ating  system  dominate." 

Under  Microsoft's  original  prop 
presented  by  Gates  to  cable  exe( 
New  York  on  July  7,  Microsoft  w 
have  controlled  the  brains  of  the  sy: 
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The  Xerox  Document  Centre  is  a  simpler 
way  to  work.  Connect  it  to  your  net- 
work and  it  turns  any  PC  into  mission 
control  for  producing,  managing,  and 
finishing  documents.  What's  more,  it's 
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from  a  sei-ver  at  the  cable-system  offices 
to  the  box  in  a  consumer's  home,  as  well 
as  claimed  a  cut  of  transactions  conduct- 
ed over  the  network.  It  would  have  been 
a  key  gatekeeper  into  the  95%  of  U.  S. 
homes  that  can  currently  be  served  by 
cable.  After  that  meeting,  says  an  indus- 
try source,  other  tech  companies  were 
privately  asked  by  numerous  top  cable 
execs  to  enter  the  fray,  lest  Microsoft 
take  over.  And  in  August,  Malone  de- 
clai-ed  publicly  that  "when  the  dust  settles, 
we  have  to  own  the  thing." 


A  PIECE  OF  THE  ACTION 

Tlie  future  of  four  major  industries  will  be 
affected  by  the  next  generation  of  cable 
set-top  boxes.  A  look  at  the  stakes: 

The  industry  is  confident  that,  as 
the  currently  favored  distribution  network 
for  the  digital  age,  it  will  be  calling  most 
of  the  shots.  Cable  execs  are  determined 
to  keep  control  as  tech  companies  invest 
huge  sums  in  developing  software  and 
services  for  the  new  cable  infrastructure. 

IKil/ildilHit^  Microsoft  wanted  to  design 
a  proprietary  system  for  the  new  set-top 
boxes  so  it  could  be  the  primary 
gatekeeper  to  American  homes.  But  other 
tech  companies  jumped  in  the  fray. 

1 :1  :{i7:^ 1  > I < tVl'l M [^"l  They  are 
investing  huge  amounts  to  upgrade  so 
they  can  deliver  high-definition  digital-TV 
signals,  which  will  require  more  cable 
channels.  But  they  are  wranglmg  over  how 
much  cable  capacity  will  be  set  aside  to 
do  so. 


CONSUMER  ELECTRONICS 


The  new  set-top 
and  the  morphing  of  TV  into  a  more  PC- 
like  device  may  spell  trouble  for  traditional 
players  as  PC  makers  get  into  the  game. 

DATA  SANFOROC  BERNSTEIN  &  CO  ,  BUSINESS  WEEK 


Some  top  tech  execs,  especially  Net- 
scape's -James  Barksdale  and  Oracle's 
Lany  EUiscjn,  took  it  upon  themselves  to 
remind  the  cable  inoguls  how  dangerous 
it  is  for  an  industry  to  be  dominated  by  a 
single  playei".  "Mici'osoft  just  overstepped 
itseU',"  says  one  senior  executive  familiar 
with  the  talks.  "It  probably  could  have 
gotten  what  it  wanted  if  it  had  been 
more  cautious  in  how  it  presented  its 
proposal.  Micj'osoft  has  been  kind  of  pa- 
teniaUsi  ic.  Cable  gTiys  have  big  egos,  ai*e 
self-made  men,  and  don't  like  to  be  talked 
down  to."  So  when  Cable  Labs  invited 
tech  companies  to  submit  proposals,  Mi- 
crosoft had  Little  chtiice  but  to  get  in  line, 
along  with  25  others. 

The  cable  execs  are  relishing  their 


new  clout  with  the  techies.  Notes  Time 
Wamer  Inc.  Chainnan  Gerald  M.  Levin: 
"Gates  has  changed  a  lot  in  the  last  six 
months.  [He  had  been]  over-reaching.  He 
recognized  reality  and  is  tiying  to  be  a 
player  with  an  open  operating  system." 
TEAM  EFFORT.  Levin,  who  had  to  develop 
in-house  all  the  software  for  his  failed 
Full  Sei-vice  Network  a  few  years  ago, 
exults  in  the  new  climate.  Now,  tech 
companies  ai'e  devoting  resoiu'ces  to  help 
cable  companies  upgi'ade  theii'  networks 
and  offer  new  sei-vices.  Says  Levin:  "[Ca- 
ble's future  is  being]  financed  on 
the  back  of  what's  written  foi-  the 
PC  and  the  Internet." 

Cable  Labs'  choice  to  go  with 
multiple  operating  systems  means 
the  fight  for  the  cable  box  will  be 
a  protracted  guerrilla  war,  as 
techies  court  individual  cable  com- 
panies and  perhaps  even  indi\idual 
cable  systems.  While  a  single  win- 
ner won't  be  decreed  by  Cable 
Labs,  despite  all  the  cajoling  and 
hectoring  by  Microsoft  and  other 
tech  companies,  a  de  facto  winner 
will  be  detei-mined  "by  the  aggi-e- 
gate  buying  behavior  of  the  indus- 
try— made  by  those  writing  the 
checks,"  says  Schleyer.  Of  coui'se, 
the  risk  is  that  consumers,  who 
wall  buy  the  set-top  boxes  at  retail 
stores,  will  be  confused  by  the 
competing  brands. 

Even  so,  other  tech  companies 
have  worked  hard  to  avoid  being 
shut  out.  So  they're  happily  play- 
ing by  the  cable  guys'  rules. 
Avram  C.  Miller.  Intel's  vice-pres- 
ident for  corporate  business  devel- 
opment, says  it  is  devoting  a  lot  of 
energy  to  the  new  boxes.  "We 
want  to  make  sure  the  cable  in- 
dustry can  take  advantage  of  the 
massive  investment  of  the  PC  in- 
dustiy,"  says  Miller. 

With  billions  of  dollars  of  cash 
on  hand,  Microsoft  has  plenty  of  ammu- 
nition to  entice  cable  execs  to  choose  its 
products  in  coming  months.  Craig 
Mundie,  head  of  Microsoft's  consumer- 
platform  unit,  denies  wide  speculation 
that  Microsoft  is  talking  to  all  of  the  ca- 
ble companies  about  investments  but  ac- 
knowleclges  negotiations  with  a  few. 

The  cable  moguls'  preference  for  con- 
trol over  speed  seems  to  be  an  irritant. 
"We've  been  ready  for  six  months,"  says 
Mundie.  As  the  battle  for  the  set-top 
box  plays  out,  Microsoft  and  its  tech  ri- 
vals will  have  to  adjust  theu-  calendai-s  to 
cable's  more  plodding  pace. 

By  Elizabeth  Lesly,  with  Amy  Coiiese 
in  New  York,  with  Andy  Reinhardt  and 
Steve  Ham  m  in  San  Francisco 
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cash  avatlahilitv. 


TtRMS  AND  CONDITIONS:  'For  your 
riighls  to  qiutlify  for  this  offer,  yotl  tttust  be  o 
Colli  Passport  mettther  and  provide  your  Gold 
Passport  aaourit  number  at  tune  of 
reservation  and  cheek-m  and  pay  an  Eligible 
rate  for  your  stay.  Qualifying  nights  must 
occur  between  November  15,  1997  and 
February  2S,  I99H,  as  verified  by  check-out 
dates.  Members  paying  for  multiple  rooms 
will  cam  credit  for  one  room  oidy.  In  cases 
ol  double  occupancy,  only  one  member 
occupying  the  room  may  receive  credit  toward 
tins  promotion.  Award  nights  do  not  qualify. 
You  will  receive  one  single  certificate  for  the 
highest  award  level  for  which  you  qualify,  as 
indicated  on  the  Nights  After  Nights  award 
chart.  Only  one  certificate  may  be  earned  per 
person.  The  maximum  award  you  can  earn  is 
three  free  Hyatt  weekend  nights  or  fi.OOO 
iiirline  bonus  miles,  regardless  of  the  number 
oj  nights  you  stay.  Nights  After  Nights  awards 
are  contingent  on  the  use  of  a  Nights  After 
Nights  certificate,  which  will  be  sent  to 
,iualifymg  members  after  April  6,  1998.  All 
hotel  reservations  are  subiect  to  availability 
anil  must  he  made  in  advance.  There  are  a 
limited  number  of  award  rooms  available  at 
each  location.  Promotional  blackout  periods 
may  be  m  effect  during  certain  time  periods. 
(  ertificatcs  are  not  valid  in  con)unction  with 
Hyatt  Vacations:  groups,  packages,  frequent 
traveller  awards  or  other  promotions.  Award 
certificate  may  be  redeemed  for  miles  in 
participating  airline  programs  by  .September 
15.  1998  Or.  hotel  award  certificates  tnay  be 
redeemed  at  participating  Hyatt  Hotels 
worldwide  between  luly  !  and  September  15, 
WW  or  November  15,  1998  and  lanuary  )1, 
1999.  Hotel  award  not  valid  at  Hyatt  Resorts, 
Park  Hyatt  Hotels'"  Hyatt  Regency  San  Diego 
and  Grand  HyattsT  outside  the  U.S.  and 
Canada-  Other  restrictions  apply  Please 
review  the  Terms  and  Conditions  on  the 
award  certificate  and  Gold  Passport  brochure. 
Hyatt  Hotels  and  Resorts'  encompasses  hotels 
managed,  franchised,  or  operated  by  two 
separate  groups  of  companies -Hyatt 
(  orporalion  and  its  affiliates  and  affiliates 
ol  Hyatt  International  Corporation. 
'Cjl997  Hyatt  (  orp. 
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 Every  nigKt  at  Hyatt  

trings  you  closer  to  even  more 
free  nigKts  or  ilisKts. 


Airing  Nights  After 
Nights','  all  you  need  is 
Hyatt  Gold  Passport  and 
one  oj  our  supremely  soft 
feather  pillows  to  put  you 
on  the  fast  track  to  a 
weekend  getaway. 


Earn 


2  Nights      50%  Off  A  Weekend  Night 


Nights 

WM  AFTER 

Nights. 


4  Nights  1  Free  Weekend  Night^  Or  2,000  Bonus  Miles 
ll  6  Nights      2  Free  Weekend  Nights*  Or  4,000  Bonus  Miles 


I   8  Nights      3  Free  Weekend  Nights*  Or  6,000  Bonus  Miles  | 

*At  Select  Hotels 


The  more  eligible  nights*  you  stay  at  Hyatt  Hotels  and  Resorts'  between  November  15, 
1997  and  February  28,  1998,  the  more  weekend  nights  you'll  cam  (up  to  three).  Or,  if  you 
prefer,  you  can  redeem  your  award  certificate  for  up  to  6,000  bonus  miles  with  one  oj  our 
participating  global  airline  partners. 

Participating  in  Nights  After  Nights  is  easy  —  just  enroll  in  Hyatt  Gold  Passport,  our 
worldwide  frequent  guest  program.  Membership  is  free.  And  it  entitles  you  to  special  benefits 
ami  recognition  while  earning  Gold  Passport  points  redeemable  for  upgrades  ami  free  travel. 

Get  started  on  a  great  getaway  with  Nights  After  Nights.  Enroll  now  in  Gold  Passport 
by  caUing  1-800-30- HYATT  or  enroll  on  the  internet  at  www.goldpassport.coin 
For  reservations,  contact  your  travel  planner  or  call  Hyatt  at  1-800- 30- HYATT. 


Cards 


H  YAT  T 


At  your  age, 
with  your  high  cholesterol, 
what's  your  risk 
of  a  first  heart  attack? 


If  you  have  high  cholesterol,  figure  your  risk  of  a  first  heart  attack. 

/  (//     your  ptiuits  for  each  nt<k  tnctor. 


I^J  Age:  Men 

Opts.  Less  than  35    2pts.  40  to  48    4pts.  54+ 
1  pt.    35  to  39  3  pts.  49  to  53 

I^^JI  Age:  Women 

Opts.  Less  than  42    2  pts.  45  to  54    4  pts.  74+ 

1  pt.    42  to  44  3  pts.  55  to  73 

Family  History: 

2  pts.  Mv  family  has  a  history  of  heart  disease  or  heart 

attacks  before  the  age  of  60 

[^J  Inactive  Lifestyle: 

1  pt.    I  rarely  exercise  or  do  anything  physically 
demanding 

I     I  Weight: 

1  pt.    I'm  more  than  20  lbs.  over  mv  ideal  weight 

I^J  Smoking: 

1  pt.    I'm  a  smoker 

I     I  Diabetic: 

1  pt.    Male  Diabetic 

2  pts.  Female  Diabetic 

□ 


I^J  Total  Cholesterol  Level: 

0  pts.  Less  than  240  mg/dL 

1  pt.    240  to  315  mg/dL 

2  pts.  More  than  315  mg/dL 

I     I  HDL  Level  (good  cholesterol): 

Opts.  39  to  59  mg/dL 
Ipt.    30  to  38  mg/dL 
2  pts.  Under  30  mg/dL 
-1  pt.    Over  60  mg/dL 

I^J  Blood  Pressure: 

I  don't  take  blood  pressure  medication;  my  blood 
pressure  is: 

{Use  your  top  or  lu^^lwr  blood  pressure  inniiber) 
Opts.  Less  than  140  mmHg 

1  pt.    140  to  170  mmHg 

2  pts.  Greater  than  170  mmHg 

(or) 

1  pt.    I  am  currently  taking  blood 
pressure  medication 


Total  Points 


If  you  scored  4  points  or  more,  you  could  be  at  above  average  risk  of  a  first  heart  attack 
compared  to  the  general  adult  population.  The  more  points  you  score,  the  greater  your  risk. 


If  vou  have  already  had  a  heart  attack  or  have  heart  disease,  your  heart  attack  risk 
is  significantly  higher.  Only  your  doctor  can  evaluate  your  risk  and  recommend 
treatment  plans  to  reduce  your  risk.  If  you  don't  know  your  cholesterol  le\'el  or 
blood  pressure,  ask  your  doctor  if  your  levels  should  be  checked. 

Provided  as  an  educational  service  from  Bristol-Myers  Squibb  Company. 


American  Heart 
Associations, 


0 


Fighting  Heart  Disease 

sirdSnoko 


©1997  Bristol-Myers  Squibb  Company,  Princeton,  NJ 


.>  1  Ml ,  111  coinhination  with  diet,  i.s 
I''      ■  ro  reduce  rhc  ri.sk  of  a  first  heart 
attach    •  iute  the  risk  of  death  hom 
heart  dise.ise,  an  J  I'educe  the  need  for 
surgery  to  cle.ir  blocked  coronary 


arteries  (such  as  bypass  or  angioplasty) 
based  on  a  landmark  study  including 
over  6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Because  Pfiavachol  is  a  prescription 


drug,  you  should  ask  your  doctor  or 
healthcare  professional  if  Pravachol  is 
right  for  you.  Some  mild  side  effects, 
such  as  slight  rash  or  stomach  upset, 
occur  in  about  1-4%  of  patients. 


PTOCHOL 

Proven  to  help  prevent 
first  heart  attacks  in  people 
with  high  cholesterol. 


VACHOL  is  the  only  cholesterol- 

ering  drug  of  its  kind  proven  to 

p  prevent  first  heart  attacks.  And  the 

n  fact  is,  up  to  33%  of  people  do  not 
Vive  their  first  heart  attack.  Improving 
r  diet  and  exercise  is  an  important 
t  step,  but  may  not  be  enough.  So  ask 


your  doctor  about  Pravachol.  It  reduces 
the  risk  of  a  first  heart  attack  and  the  need 
for  surgery  to  clear  blocked  coronary 
arteries.  Pravachol  has  been  prescribed 
by  doctors  for  millions  of  men  and 
women  worldwide.  It  could  help  you  live 
a  longer,  healthier  life. 


PR»CHa: 

pravastatin  sodium 


k  your  doctor  if  pravachol  is  right  for  you.  Or  call 
00-PREVENTfor  information  on  first  heart  attack  prevention 
uding  a  free  brochure  from  the  American  Heart  Association. 
j11  provicied  by  Bristol-Myers  Squibb. 


)ur  Web  site  .It  www.pravachol.com 

ACHOL  should  not  be  taken  by  blood  tests  to  check  your  liver  funcdon 

len  who  are  pregnant  or  nursing,  before  and  during  treatment  with 

)le  who  are  allergic  to  any  of  its  Pravachol.  Muscle  pain  or  weakness 

;dients  or  by  anyone  with  liver  could  be  a  sign  of  a  rare  but  serious  side 

ise.  Your  doctor  may  perform  simple  effect  and  should  be  reported  to  your 


Proven  to  help  prevent 
first  heart  attacks. 

doctor  right  away.  Be  sure  your  doctor 
knows  about  other  medications  you  may 
be  taking  in  order  to  avoid  any  possible 
serious  drug  interactions.  Please  see 
important  information  on  the  next  page. 


KKAVAUHUr 

Pravastatin  Sodium  Tablets 

CONTRAINDICATIONS:  Hypersensitivity  to  any  component  of  ttiis  medication.  Active  liver  disease  oi  unexplained,  persistent 
elevations  in  liver  function  tests  (see  WARNINGS)  Pregnancy  and  lactation  Attierosclerosis  is  a  ctironic  process  and 
discontinuation  of  lipid-lowenng  drugs  during  pregnancy  sfiould  tiave  little  impact  on  tlie  outcome  of  long-term  therapy  of 
primary  tiypercholesterolemia  Cholesterol  and  ottier  products  of  cholesterol  biosynthesis  are  essential  components  for  fetal 
development  (including  synthesis  of  steroids  and  cell  membranes)  Since  HMG-CoA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  of  other  biologically  active  substances  derived  from  cholesterol.Ihey  may  cause  fetal  harm 
when  administered  to  pregnanl  women  Thetetore,  HMG-CoA  reductase  inhibitors  are  contraindicated  dunng  pregnancy  and  in 
nursing  mothers  Pravastatin  should  be  administered  to  women  of  childbearing  age  only  when  such  patients  are  highly 
unlikely  to  conceive  and  have  been  informed  of  the  potential  hazards.  It  the  patient  becomes  pregnant  while  taking  this 
class  of  drug,  therapy  should  be  discontinued  and  the  patient  apprised  ot  the  potential  hazard  to  the  fetus 
WARNINGS:  Liver  Enzymes:  HfVIG-CoA  reductase  inhibitors,  lihe  some  other  lipid-lowermg  therapies,  have  been  associated 
with  biochemical  abnormalities  of  liver  function  Increases  of  serum  transaminase  (ALT,  AST)  values  to  more  than  3  times  the 
upper  limit  of  normal  occurring  on  2  or  more  mot  necessarily  sequential)  occasions  have  bpen  reported  in  1  3%  of  patients 
treated  with  pravastatin  in  the  US  over  an  average  period  of  18  months  These  abnormalities  were  not  associated  with 
cholestasis  and  did  not  appear  to  be  related  to  treatment  duration  In  those  patients  in  whom  these  abnormalities  were  believed 
to  be  related  to  pravastatin  and  who  were  discontinued  from  therapy,  the  transaminase  levels  usually  fell  slowly  to  prelreatment 
levels  These  biochemical  findings  are  usually  asymptomatic  although  worldwide  experience  indicates  that  anorexia,  weakness, 
and/or  abdominal  pain  may  also  be  present  in  lare  patients  In  the  largest  long-term  placebo-controlled  clinical  trial  with 
pravastatin  {Pravastatin  Primary  Prev^^ntion  Study,  See  Clinical  Pharmacology),  the  overall  incidence  ot  AST  and/or  ALT 
elevations  to  greater  than  three  times  the  upper  limit  of  normal  was  1  05%  in  the  pravastatin  group  as  compared  to  0  75%  in 
the  placebo  group  One  (0  03%)  pravaslatm-trealed  patient  and  2  (0  06%)  placebo-treated  patients  were  discontinued  because 
of  transaminase  elevations  Of  the  patients  with  normal  liver  funchon  at  week  1 2,  three  ot  2875  treated  wilh  pravastatin 
(0  1 0%)  and  one  of  the  291 9  placebo  patients  (0  03%)  had  elevations  of  AST  greater  than  three  times  the  upper  limit  of  normal 
on  two  consecutive  me.isuremenls  and/or  discontinued  due  to  elevations  in  transaminase  levels  during  the  4  8  years  (median 
treatment)  of  the  study  It  is  recommended  that  liver  function  tests  be  performed  prior  to  and  at  12  weeks  follovi/tng 
initiation  of  therapy  or  the  elevation  of  dose.  Patients  who  develop  increased  transaminase  levels  ot  signs  and  symptoms 
ot  liver  disease  should  be  monitored  with  a  second  liver  function  evaluation  to  confirm  the  finding  and  be  followed  thereafter 
with  frequenf  liver  function  tests  until  the  abnormality{ies)  return  to  normal  Should  an  increase  in  AST  or  ALT  of  three  times  the 
upper  limit  ot  normal  or  greater  persist,  withdrawal  ot  pravastatin  therapy  is  recommended  Active  liver  disease  or  unexplained 
transaminase  elevations  are  contraindications  to  the  use  of  pravastatin  (see  CONTRAINDICATIONS)  Caution  should  be 
exercised  when  pravastatin  is  administered  to  patients  with  a  history  of  liver  disease  or  heavy  alcohol  ingestion  (see  CLINICAL 
PHARMACOLOGY:  Pharmacokinetics/Metabolism)  Such  patients  should  be  closely  monitored,  started  at  the  lower  end  ot 
!he  ri->commended  dosing  range,  and  titrated  to  the  desired  therapeutic  eftect  Skeletal  Muscle:  Rare  cases  ot 
rhabdomyolysis  with  acute  renal  failure  secondary  to  myoglobinuria  have  been  reported  with  pravastatin  and  other 
drugs  in  this  class.  Uncomplicated  myalgia  has  also  been  reported  in  pravaslatm-tfedted  patients  (see  ADVERSE 
REACTIONS)  IVlyopathy,  defined  as  muscle  aching  or  muscle  weakness  in  coniunction  with  mcreases  in  creatine 
phosphokinase  (CPK)  values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (-^  0  1%)  in  pravastatin  clinical  trials 
Myopathy  should  be  considered  m  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or  marked  elevation 
of  CPK  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if 
accompanied  by  malaise  or  tevei  Pravastatin  therapy  should  be  discontinued  if  markedly  elevated  CPK  levels  occur  or 
myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy  should  also  be  temporarily  withheld  in  any  patient 
experiencing  an  acute  or  serious  condition  predisposing  to  the  development  of  renal  bilure  secondary  to 
rhabdomyolysis.  e.g.,  sepsis;  hypotension;  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte 
disorders;  or  uncontrolled  epilepsy.  The  risk  of  myop;ilhy  during  treatment  with  another  HMG-CoA  reductase  inhibitor  is 
increased  with  concurrent  therapy  with  either  erythromycin,  cyclosponne,  niacin,  or  tibrates  However  neither  myopathy  nor 
signihcant  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  ot  100  post-transplant  patients  (24 
renal  and  76  cardiac)  treated  foi  up  to  two  years  concurrently  with  pravastahn  10-40  mg  and  cyclosponne  Some  of  these 
patients  also  received  other  concomitant  immunosuppressive  therapies  in  one  single-dose  study,  pravastatin  levels  were  found 
to  be  increased  in  cardiac  transplant  patients  receiving  cyclosponne  Further,  m  clinical  trials  involving  small  numbers  of 
patients  uviio  were  treated  concurrently  with  pravastatin  and  niacin,  there  were  no  reports  ot  myopathy.  Also,  myopathy  was  not 
reported  in  a  trial  of  combination  piawastatin  (40  mg/dayj  and  gemfibrozil  (1200  mg/day),  although  4  ot  75  patients  on  the 
combination  showed  marked  CPK  elevations  versus  one  ot  73  pahents  receiving  placebo  There  was  a  trend  towaid  more 
frequent  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in  the  group  receiving  combined  treatment 
as  (.ompared  with  the  groups  receiving  placebo,  gemfibrozil  or  pravastatin  monotherapy  (see  PRECAUTIONS:  Drug 
Interactions)  The  use  of  tibrates  alone  may  occasionally  be  associated  with  myopathy  The  combined  use  of 
pravastatin  and  fibrales  should  be  avoided  unless  the  benefit  of  further  alterations  in  lipid  levels  is  likely  to  outweigh 
the  increased  risk  of  this  drug  combination. 

PRECAUTIONS:  General:  Pravastatin  may  elevate  creatinine  phosphokinase  and  transaminase  levels  (see  ADVERSE 
REACTIONS)  This  should  be  considered  in  the  differential  diagnosis  of  chest  pain  in  a  pahent  on  therapy  with  pravastatin 
Homozygous  Familial  Hypetctioleslerolemia  Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  familial 
hypercholesterolemia  in  this  group  of  patients,  it  has  been  reported  that  HMG-CoA  reductase  inhibitors  are  less  effective 
because  the  patients  lack  functional  LDL  receptors  Renal  Insufficiency  A  single  20  mg  oral  dose  of  pravastatin  was 
administered  to  24  patients  with  varying  degrees  of  renal  impairment  (as  determined  by  creatinine  clearance)  No  effect  was 
observed  on  the  pharmacokinetics  of  pravastatin  or  its  3u-hvdroxy  isomeric  metabolite  (SO  31 ,906)  A  small  increase  was  seen 
in  mean  AUG  values  and  halt-life  ;t'0  for  the  inactive  enzymatic  ring  hydroxylation  metabolite  (SO  31 ,945)  Given  this  small 
sample  size,  the  dosage  administered,  and  the  degree  of  individual  variability,  patients  with  renal  impairment  who  are  receiving 
pravastatin  should  be  closely  monitored.  Information  for  Patients:  Patients  should  be  advised  to  report  promptly  unexplained 
muscle  pain,  tenderness  or  weakness,  particularly  it  accompanied  by  malaise  or  fever  Drug  Interactions:  Immunosuppressive 
Drugs,  Gemfibrozil.  Niacin  (Nicotinic  Acid).  Erythromycin  See  WARNINGS:  Skeletal  Muscle  Antipyrtne  Since  concomitant 
administration  of  pravastatin  had  no  effect  on  the  clearance  ot  antipynne,  interactions  with  other  drugs  metabolized  via  the 
same  hepatic  cytochrome  isozymes  are  not  expected  Cholestyramine/Colestipol  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUG  of  pravastatin  However,  when  pravastatin  was  administered  1  hour  before 
or  4  hours  after  cholestyramine  or  1  hour  before  colestipol  and  a  standard  meal,  there  was  no  clinically  significant  decrease  in 
bioavailability  or  therapeutic  effect  (See  DOSAGE  AND  ADMINISTRATION:  Concomitant  Therapy  )  Wariarm  In  a  study 
involving  1 0  healthy  male  subjects  given  pravastatin  and  warfarin  concomitantly  for  6  days,  bioavailability  parameters  at  steady 
state  for  pravastatin  (parent  compound)  were  not  altered  Pravastatin  did  not  alter  the  plasma  protein-binding  of  warlann 
Concomitant  dosing  did  increase  the  AUG  and  Cmax  ot  warfarin  but  did  not  produce  any  changes  in  its  anticoagulant  action 
(I  e ,  no  increase  was  seen  in  mean  prothrombin  time  after  6  days  ot  concomitant  therapy)  However,  bleeding  and  extreme 
prolongation  of  prothrombin  time  has  been  reported  with  another  drug  in  this  dass  Patients  receiving  warlarm-type 
anticoagulants  should  have  tlieir  prnlhrombin  times  closely  monitored  when  pravastatin  is  initiated  or  the  dosage  ot  pravastatin 
IS  changed  Cimetidine  The  AUG..  i  .  t^if  pravastatin  when  given  with  cimetidine  was  not  significantly  different  from  the  AUG 
for  pravastatin  when  given  alone  A  signiticant  difference  was  observed  between  Ihe  AUC's  toi  pravastatin  when  given  with 
cimetidine  compared  to  when  administered  with  antacid  Digom  In  a  crossover  trial  involving  1 8  healthy  male  subjects  given 
pravastatin  and  digoxin  concurrently  for  9  days,  Ihe  bioavailability  parameters  of  digoxin  were  not  affected  The  AUG  of 
pravastatin  tended  to  increase,  but  the  overall  bioavailability  of  pravastatin  plus  its  metabolites  SO  31 .906  and  SO  31 .945  was 
not  altered  Cyclosponne  Some  investigators  have  measured  cyclosponne  levels  in  patients  on  pravastatin,  and  to  date,  these 
results  indicate  no  clinically  meaningful  elevations  m  cyclosponne  levels  In  one  single-dose  study,  pravastatin  levels  were 
found  to  be  increased  in  cardiac  transplant  patients  receiving  cyclosponne  Gemfibrozil  In  a  crossover  study  in  20  healthy  male 
volunteers  given  concomitant  single  dobes  of  pravastatin  and  gemfibrozil,  there  was  a  significant  decrease  in  urinary  excretion 
and  protein  binding  of  pravastatin  In  addition,  there  was  a  significant  increase  m  AUG,  Cmax.  and  Tmax  for  the  pravastatin 
metabolite  SO  31,906  Combination  therapy  vjith  pravastatin  and  gemfibrozil  is  generally  not  recommended  In  interaction 
studies  with  aspirin,  antacids  {\  hour  prior  to  PRAVAGHOL).  cimetidine.  nicotinic  acid,  or  probucol.  no  statistically  significant 
differences  in  bioavailability  were  seen  when  PRAVAGHOL  (pravastatin  sodium)  was  administered  Other  Drugs  During  clinical 
trials,  no  noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to  diuretics,  antihypertensives,  digitalis,  AGE 
inhibitors,  calcmm  channel  blockers,  beta-blockers,  or  nitroglycerin  Endocrine  Function:  HtVIG-CoA  reductase  inhibitors 
interteie  with  cholesterol  synthesis  and  lower  circulating  cholesterol  levels  and,  as  such,  might  theoretically  blunt  adrenal  or 
gonadal  steroid  hormone  production  Results  of  clinical  tnals  with  pravastatin  in  males  and  post-menopausal  females  were 
inconsistent  with  regard  to  possible  effects  ot  the  drug  on  basal  steroid  hormone  levels.  In  a  study  ot  21  males,  the  mean 
testosterone  response  to  human  chorionic  gonadotropin  was  significantly  reduced  (p<r  0  004)  after  1 6  weeks  of  treatment  with 
40  mg  of  pravastatin  However,  the  percentage  of  patients  showing  a  ^  50%  rise  in  plasma  testosterone  after  human  chorionic 
gonadotropm  shmulalion  did  not  change  significantly  after  tlierap;  in  these  patients  The  eHects  ot  HMG-CoA  reductase 
inhibitors  on  spermatogenesis  and  fertility  have  not  been  studied  m  adequate  numbers  of  patients  The  effects,  it  any,  ot 
pravastatin  on  the  pituitary-gonadal  axis  in  pre  menopausal  females  are  unknown  Patients  treated  with  pravastatin  who 
display  clinical  evidence  of  enrjocmie  dysfunction  should  be  evaluated  appropriately  Caution  should  also  be  exercised  if  an 
HMG-CoA  reductase  inhibitor  or  other  agent  used  to  lower  cholesterol  levels  is  administered  to  patients  also  receiving  other 
drugs  (e  g ,  ketoconazole  spironolactone,  cimetidine)  that  may  dimmish  Ihe  levels  or  activity  of  steroid  hormones  CNS  Toxicity: 
CNS  vascular  lesions,  characterized  by  perivascular  hemorrhage  and  edema  and  mononuclear  cell  infiltration  of  perivascular 
spaces,  were  seen  in  dogs  treated  with  povaslatin  at  a  dose  of  25  mg/kg/day.  a  dose  that  produced  a  plasma  drug  level  about 
50  times  higher  than  the  mean  drug  level  in  humans  taking  40  mg/day  Similar  CNS  vascular  lesions  have  been  observed  with 
several  other  drugs  in  this  class  A  chemically  simitar  drug  in  this  class  produced  optic  nerve  degeneration  {Wallenan 
degeneration  ot  retinogeniculate  fibersi  m  clinically  normal  dogs  in  a  dose-dependent  fashion  starting  at  60  mg/kg/day,  a  dose 
that  produced  mean  plasma  drug  levels  about  3D  times  higher  than  the  mean  drug  level  in  humans  taking  the  highest 
recommended  dose  (as  measured  tiy  total  enzyme  inhibitory  activity)  This  same  drug  also  produced  vestibulocochlear 
Wallerian-like  degeneration  and  retinal  ganglion  cell  chromatolysis  in  dogs  treated  for  14  weeks  at  180  mg/kg/day,  a  dose 
which  resulted  in  a  mean  plasma  drug  level  similar  to  that  seen  with  the  60  mg/kg/day  dose  Carcinogenesis,  Mutagenesis, 
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increased  incidence  ot  hepatocellular  carcinomas  in  males  at  the  highest  dose  (p  ^  0  01)  Although  rats  were  given  up  to  12i 
times  the  human  dose  (HD)  on  a  mg/kg  body  weight  basis,  serum  drug  levels  were  only  6  to  10  times  higher  than  thosl 
measured  in  humans  given  40  mg  pravastatin  as  measured  by  AUG  The  oral  administration  of  10, 30,  or  100  mg/kg  (producinT 
plasma  drug  levels  approximately  0  5  to  5  0  hmes  Ihe  human  drug  levels  at  40  mg)  of  pravastahn  to  mice  for  22  month! 
resulted  in  a  statistically  significant  increase  in  the  incidence  of  malignant  lymphomas  in  treated  females  when  all  treatmenf 
groups  were  pooled  and  compared  to  controls  (p  <  0  05)  The  incidence  was  not  dose-related  and  male  mice  were  not  affected 
A  chemically  similar  drug  in  this  class  was  administered  to  mice  for  72  weeks  at  25. 100,  and  400  mg/kg  body  weight,  whict  I 
resulted  in  mean  serum  drug  levels  approximately  3, 1 5,  and  33  times  higher  than  the  mean  human  serum  drug  concentratioi 
(as  total  inhibitory  activity)  after  a  40  mg  oral  dose  Liver  carcinomas  were  significantly  increased  in  high-dose  females  an(  ^ 
mid-  and  high-dose  males,  with  a  maximum  incidence  ot  90  percent  in  males  The  incidence  of  adenomas  ot  the  liver  v/a:  '  .  • 
significantly  increased  in  mid-  and  high-dose  females  Drug  treatment  also  significantly  increased  the  incidence  of  luni   j  |  [ 
adenomas  in  mid-  and  high-dose  males  and  females.  Adenomas  ot  the  eye  Hardenan  gland  (a  gland  of  the  eye  ot  rodents)  wer  ' 

significantly  higher  in  high-dose  mice  than  m  controls  No  evidence  ot  mutagenicity  was  observed  in  vitro,  with  or  without  rati   

liver  metabolic  achvation,  in  the  following  studies  microbial  mutagen  tests,  using  mutant  shains  of  Salmonella  typhimuriumo    .  i 
Escfienctiia  coli.  a  forward  mutation  assay  in  L51 78Y  TK  +/-  mouse  lymphoma  cells;  a  chromosomal  aberration  test  in  hamste  jIllfiSE  I 
cells,  and  a  gene  conversion  assay  usin^  Sacctiaromyces  cerevisiae  In  addition,  there  was  no  evidence  of  mutagenicity  ii 
either  a  dominant  lethal  test  in  mice  or  a  micronucleus  test  in  mice  In  a  study  in  rats,  with  daily  doses  up  to  500  mg/kg 
pravastatin  did  not  produce  any  adverse  effects  on  fertility  or  general  reproductive  performance  However,  in  a  study  wit! 
another  HMG-CoA  reductase  inhibitoi,  there  was  decreased  fertility  in  male  rats  treated  tor  34  weeks  at  25  mg/kg  body  weighi  t'-„,i}iri 
although  this  effect  was  not  observed  m  a  subsequent  fertility  study  when  this  same  dose  was  administered  tor  1 1  weeks  (thC-J\{j£j 
enhre  cycle  of  spermatogenesis,  including  epididymal  maturation)  In  rats  treated  with  this  same  reductase  inhibitor  at  18i|^\ 
mg/kg/day,  seminiferous  tubule  degeneration  (necrosis  and  loss  of  spermatogenic  epithelium)  was  observed  Although  not  see-fi-'-"'^'^ 
with  pravastatin,  two  similar  drugs  in  this  class  caused  drug-related  testicular  atrophy,  decreased  spermatogenesijU 
spermatocytic  degeneration,  and  giant  cell  formation  in  dogs.  The  clinical  significance  of  these  findings  is  unclear  Pregnane]  ' 
Pregnancy  Category  X.  See  CONTRAINDICATIONS  Safety  in  pregnant  women  has  not  been  established.  Pravastatin  was  nJ 
teratogenic  in  rats  at  doses  up  lo  1 000  mg/kg  daily  or  in  rabbits  at  doses  ot  up  to  50  mg/kg  daily  These  doses  resulted  in  2™" 
(rabbit)  or  240x  (rat)  the  human  exposure  based  on  surface  area  (mg/meter^)  However,  m  studies  with  another  HMG-Con 
reductase  inhibitor,  skeletal  malformations  were  observed  in  rats  and  mice  There  has  been  one  report  ot  severe  congenitf 
bony  deformity,  tracheo-esophageal  fistula,  and  anal  atresia  (Vater  association)  in  a  baby  born  to  a  woman  who  took  anothn 
HMG-CoA  reductase  inhibitor  with  dextroamphetamine  sulfate  dunng  the  first  tnmester  of  pregnancy  PRAVACHOL  (pravastatinjllcnUi 
sodium)  should  be  administered  to  women  of  child-bearing  potential  only  when  such  patients  are  highly  unlikely  to  conceiw" 
and  have  been  informed  of  the  potential  hazards.  It  the  woman  becomes  pregnant  while  taking  PRAVACHOL  (pravastatin 
sodium),  It  should  be  discontinued  and  the  patient  advised  again  as  to  the  potential  hazards  to  the  fetus  Nursing  Mothers: 
small  amount  of  pravastatin  is  excreted  m  human  breast  milk  Because  ot  the  potential  for  senous  adverse  reactions  in  nufsir  'f^  \m 
infants,  women  taking  PRAVACHOL  should  not  nurse  (see  CONTRAINDICATIONS)  Pediatric  Use:  Safety  and  effectiveness 
individuals  less  than  1 8  years  old  have  not  been  established.  Hence,  treatment  in  patients  less  than  1 8  years  old  is  ni 
recommended  at  this  time 
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ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated,  adverse  reactions  tiave  usually  been  mild  and  transient.  In ' 
month  long  placebo-controlled  trials,  1  7%  of  pravastatin-treated  patients  and  1  2%  of  placebo-treated  patients  wei  l|(riaD[ 
discontinued  from  treatment  because  ot  adverse  experiences  attributed  to  study  drug  ttierapy,  this  difterence  viias  ni 
statistically  significant  In  long-term  studies,  the  most  common  reasons  for  discontinuation  were  asymptomatic  seru 
transaminase  increases  and  mild,  non-specitic  gastrointestinal  complaints  During  clinical  trials  the  overall  incidence  of  adver:  ii^OfS 
events  in  the  elderly  was  not  different  from  the  incidence  observed  in  younger  patients  Adverse  Clinical  Events;  All  adver:  ^ 
clinical  events  (regardless  of  attribution]  reported  in  more  than  2%  of  pravastatin-freated  patients  in  the  placebo-controlk 
trials  are  identified  in  the  table  below,  also  shown  are  Ihe  percentages  of  patients  in  whom  these  medical  events  were  believf 
to  be  related  or  possibly  related  to  the  drug 
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'Slatistically  significantly  different  from  placebo 

In  the  Pravastatin  Primary  Prevention  Study  (West  of  Scotland  Coronary  Prevention  Study)  (see  CLINICAL  PHARMACOLOfl 
Clinical  Studies)  involving  6595  patients  treated  with  PRAVACHOL  (pravastatin  sodium)  (N  =  3302)  or  placebo  (n  =  3293)  if 
adverse  event  profile  in  ttie  pravastatin  group  was  comparable  to  that  of  the  placebo  group  over  the  median  4  8  years  o 
study  The  following  effects  have  been  reported  with  drugs  in  this  class,  not  all  the  effects  listed  below  have  necessarily  bel 
associated  with  pravastatin  therapy  Skeletal  myopathy,  rhabdomyolysis.  arthralgia  Neurological  dysfunction  of  certain  crari 
nerves  {including  alteration  of  taste,  impairment  of  extra-ocular  movement,  facial  paresis),  tremor,  vertigo,  memory  lo| 
paresthesia,  peripheral  neuropathy,  peripheral  nerve  palsy,  anxiety  insomnia,  depression  Hypersensitivity  ReactionsA 
apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  included  one  or  more  of  the  following  featurf 
anaphylaxis,  angioedema.  lupus  erythematous-like  syndrome,  polymyalgia  rheumatica.  dermatomyositis.  vasculitis,  purpii 
thrombocytopenia,  leukopenia  hemolytic  anemia,  positive  ANA.  ESR  inciease.  eosinophilia,  arthritis,  arthralgia,  uriical 
asthenia,  photosensitivity,  fever,  chills,  flushing,  malaise,  dyspnea,  toxic  epidermal  necrolysis,  erythema  multiforme,  includi 
Stevens-Johnson  syndrome  Gastrointestinal  pancreatitis,  hepatitis,  including  chronic  active  hepatitis,  cholestatic  jaundll 
fatty  change  in  liver,  and.  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma,  anorexia,  vomiting  SA/r)  aloperf 
pruritus  A  variety  of  skin  changes  (e  g  .  nodules,  discoloration,  dryness  of  skin/mucous  membranes,  changes  to  hair/nails)  ha 
been  reported  fteproductive  gynecomastia,  loss  of  libido,  erectile  dystunrtion  Eye  progression  ot  cataracts  (lens  opacitta 
ophthalmoplegia  laboratory  Abnormalities  elevated  transaminases,  alkaline  phosphatase,  and  bilirubin,  thyroid  luncti 
abnormalities  Laboratory  Test  Abnormalities:  Increases  in  serum  transaminase  (ALT  AST)  values  and  CPK  have  ba 
observed  (see  WARNINGS)  Transient,  asymptomatic  eosinophilia  has  been  reported  Eosinophil  counts  usually  returneti 
normal  despite  continued  Iheiapy  Anemia,  thrombocytopenia,  and  leukopenia  have  been  reported  with  HMG-CoA  reducta 
inhibitors  Concomitant  Ttierapy:  Pravaslalin  has  been  administered  concurrently  with  cholestyramine,  colestipol,  nicotl 
acid,  probucol  and  gemlibiozit  Preliminary  data  suggest  that  the  addition  of  either  probucol  or  gemfibrozil  to  therapy  vl 
lovastatin  or  pravastatin  is  not  associated  with  greater  reduction  m  LDL-cholesterol  than  that  actrieved  with  lovastatirl 
pravastatin  alone  No  adverse  reactions  unique  to  the  combination  or  in  addition  to  those  previously  reported  for  each  dl 
alone  have  been  reported  Myopathy  and  rhabdomvoiysis  (with  or  without  acute  renal  failure)  have  been  reported  when  anoti 
HMG-CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  gemfibrozil,  erythromycin,  or  liffl 
lowering  doses  ol  nicotinic  acid  Concomitant  therapy  with  HMG-CoA  reductase  inhibitors  and  these  agents  is  generally  J 
recommended  (See  WARNINGS:  Skeletal  Muscle  and  PRECAUTIONS:  Drug  Interactions  )  j 
0\/ERDGSAGE:  To  date,  there  are  two  reported  cases  ot  overdosage  with  pravastatin,  both  of  which  were  asymptomatic  \ 
not  associated  with  clinical  laboratory  abnormalities  It  an  oveidose  occuis,  if  should  be  treated  symptomatically  and  supper^ 
measures  should  be  iiislitufed  as  required 

CAUTION:  Federal  (USA)  law  prohibits  dispensing  wittiout  prescription. 
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WILL  THESE 
BLOOD  TYPES  MIX? 

PhyCor  and  MedPartners  must  fuse  wildly  different  styles 


The  rivalry  of  PhyCor  Inc.  and 
MedPartners  Inc.  began  as  a  cor- 
porate version  of  the  toitoise  and 
the  hare.  PhyCor,  the  $1  billion 
physician  practice  management  (ppm) 
company,  methodically  acquired  one  clin- 
ic at  a  time,  setting  a  steady,  inexorable 
pace.  Founded  in 
1993,  five  years  after 
PhyCor,  rival  Med- 
Partners compensat- 
ed by  snapping  up 
whole  PPM  companies 
as  well  as  individual 
clinics.  MedPartners 
gi'ew  at  a  rapid  but 
erratic  rate  and  will 
top  $5.5  billion  in 
revenues  this  year. 

But  on  Oct.  29, 
the  great  ppm  race 
came  to  a  sudden 
end  when  the  tor- 
toise announced  a 
deal  to  buy  the  hare 
for  $7  bilhon  worth 
of  stock.  Joseph  ('. 
Hutts,  PhyCor's  nor 
mally  understated 
chairman  and  chief 
executive,  lauded  the 
merger  as  "the  most 
important  combina- 
tion in  the  histoiy  ol' 
health  care."  In- 
vestors did  not  share 
his  enthusiasm.  Phy- 
Cijr's  stock  plummet- 
ed 20%  in  a  day,   

fidiiiig  to  $24  a  share,  and  has  not  re- 
b()U;!d(;d.  MedPartners'  share  price  fell, 
too,  aiid  at  $26  sits  well  below  the  $35  a 
shai'c  Fhy(Jor's  offer  would  have  been 
worth  had  its  stock  not  nosedived. 
CHEMJSTRY?  J'hyCor's  radical  change  of 
coiu'se  has  disillusioned  money  managers 
who  fret  tliat  the  complex  merger  could 
make  the  cunipany's  steady  earnings 
gains  of  35%  to  45%  a  year  a  thing  of 
the  past.  Some  fear  t  iiat  PhyCor  is  buy- 


name,  and  those  of  us  who  owned  the 
stock  had  a  high  degi-ee  of  comfort  with 
it,"  says  Howaitl  Schachter,  manager  of 
the  Needham  Growth  Fund,  which  has 
unloaded  its  entire  PhyCor  holding.  "I 
don't  know  how  simple  it's  going  to  be 
to  put  these  two  companies  together 


i 

i 


tions.  MedPartners'  physician  base 
much  more  fragmented  and  diverse, 
sides  acquu'ing  clinics,  it  has  assembli 
its  own  physician  groups  of  vario 
types  and  even  employs  a  lai'ge  cadre 
doctors  based  in  hospitals.  While  PI 
Cor  has  entered  mostly  small-  and  m 
size  cities,  MedPartners  has  concentr 
ed  on  large  metropolitan  areas.  A 
while  PhyCor  has  been  cautious  to 
fault  about  accepting  fmancial  risk  un( 
managed-care  contracts,  MedPartn( 
has  gladly  taken  it  on. 
STEEP  CURVE.  However,  in  reC' 
months  PhyCor  has  torn  a  few  pa 
fi'om  MedPartners'  playbook.  It  has  c: 
ated  a  few  physician  groups  fr( 
scratch,  moved  into  larger  markets  si 
as  Honolulu  and  St.  Petersbiu'g,  and 
tively  i)vu'sued  prepaid  hmo  contracts 
some  markets.  "We  had  very  diffen 

PREVENTIVE  CARE 

IVfiat  PhyCor  and 
MedPartners  must  do  to  ma, 
their  $7  billion  merger  work 

►  CHOOSE  A  CULTURE 

PhyCor's  go-it-slow  approach 
has  won  kudos,  as  has  Med- 
Partners' more  aggressive 
dealmaking  style.  But  the  tw(J 
may  have  trouble  co-existing. 

►  RETAIN  MANAGEMENT 

With  MedPartners  CEO  Larry 
House  leaving,  PhyCor  CEO 
Joe  Hutts  must  reach  out  to 
make  sure  talented  MedPart 
ners  execs  remain  on  board. 


►  MAINTAIN  DOCTORS' 
INDEPENDENCE  Both 
companies  have  flourished  b> 
letting  doctors  make  their  ow 
medical  decisions.  Now  somt 
fear  centralization. 


HUTTS:  Flu/ Cor 
was  ripe  for 
hold  action 


ing  a  company  that 
hastily.  "PhyCor  was 


assembled  too 
1  high-quality 


and  hdw  well  the  managements  are  go- 
ing to  work  together,"  he  says. 

Hutts  and  his  team  are  generally  re- 
garded as  the  best  operators  in  the  fast- 
consohdating  ppm  business.  But  PhyCor 
now  must  meld  together  organizations 
that  were  defined  largely  in  opposition 
to  one  another.  "There  ai"e  two  very 
different  cultm-es,"  says  Dr.  Rudolph  M. 
Navari,  president  of  Simon-Williamson 
Clinic,  a  PhyCor  facility  in  Bimiingham, 
Ala.,  MedPartners'  hometown. 

Management  style  is  only  the  most 
obvious  difference  between  MedPart- 
ners and  Nashville-centered  PhyCor. 
PhyCor  owns  53  gToup  practice  clinics, 
most  of  them  long-established  institu- 


approaches  as  we  built  up  these  com 
nies,  but  in  the  last  year  they  have 
gim  to  converge,"  says  Lany  R.  Hoi 
MedPartners'  chau'man  and  chief  ex( 
tive.  But  PhyCor  must  climb  a  sfc 
learning  cui-ve,  says  Dr.  Thomas  Do 
hue,  president  of  the  Lexington  Cli 
which  joined  PhyCor  in  1994:  "[Phy( 
executives]  are  veiy  good  at  acquirin 
clinic  and  making  it  run  bettei",  but 
not  siu'e  they're  good  at  putting  tog( 
er  doctors  to  form  a  chnic." 

What  prompted  PhyCor  to  go 
yond  adopting  aspects  of  MedPartn 
strategy  and  risk  a  decade  of  ste; 
success  with  a  daring  play  for 
archrival?  Hutts  offers  only  a  va: 
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work    in   two  offi<Des 


nd  East  Coast  and  I  used  to  bring  a  lap  top  back  and  forth.  The  first  one  had  the  storage  capacity  of  a  walnut, 
ond  one  dropped  off  a  table,  and  the  third  one  got  stolen  at  the  airport.  At  three  grand  a  pop  it  just  wasn't  working 
!  got  two  SyJet™  portable  drives  from  SyQuest.  Now  I  just  carry  around  a  cartridge  in  my  pocket,  and  best  of 
n't  spend  my  time  in  airports  going,  "Where's  my  bag?!"  Whether  you're  commuting  "Coast  to  Coast"  or 
;  to  Home"  get  THREE  GIGS  of  removable  hard  disk  space  for  as  low  as  $299*— 
ling  the  hardware.  Additional  cartridges  now  cost  just  $79  each! 


r  available  at  CompUSA,  Computer  City,  Best  Buy,  Fry's,  Micro  Center,  J&R  Computer  World,  Egghead, 
on,  RCS  Computer  Experience,  Creative  Computer,  Future  Shop  &  other  authorized  SyQuest  resellers. 

BesBBp&gwriii         ii^  PI  R  ^  ®  ®  SYQUEST 

Explore  Your  Genius™ 


eHOICE 


purchase  includes  a  1  -5  GB  cartridge  obtained  via  mail-in  coupon  ofler  Coupon  can  be  downloaded  Irom  www.syquest.com.  New  low  price  effective  8/29/97. 
a!  cartridge  offer  is  valid  for  qualifying  products  purchased  in  USA  and  Canada  by  end  users  only  Not  valid  with  any  other  offers  or  rebates  No  reproductions  of 

ibol  accepted  Promotion  ends  on  1/30/98.  requests  must  by  postmarked  by  2/28/98  Void  where  prohibited,  taxed  or  restricted  by  law  SyQuest  is  not  responsible  net     r  r\  rr  ' 

■ected,  or  illegible  claims  «t  997  SyQuest  Technology,  Inc  SyQuest  is  a  registered  trademark  The  SyQuest  logo  and  SyJet™  are  trademarks  of  SyQuest  ^  WW.SyCjUeSt.COrij 


The  Corporation 


where  life  and 
work  connect. 

11  Aou  ii'  itacK  to  gi'uw  your  business 
id  enhiince  your  family's  lifestyle, 
""^'"^^V  'ir»':iter  Phoenix  is  tiie  ideal  place 
/^feV  K )  connect  with  new  cust()niei>, 
M  i| i|iliei's  and  friends  virtiialh 
mjf^m»^  oveniii^ht. 

dreaier  liioenix  is  a  booiiiiiig  $S(J+  billion 
marketplace  where  we  offer 
a  unique  chance  to 
live  a  balanced 
life—to  build  »^ 
vour  future  and       '  *^ 
make  a  difference. 

This  is  where  \m  c;ui  build  a 

billioii-dollar  semiconductor  fab,  or 
Mrt  up  a  I  Z-pereon  software  compa- 
i\.  Here  you  can  design  and  buiki 
I  )acecr:ift,  jet  engines,  micro 
controllers  or  software — ;uid  golf, 
hike,  swim  or  bike  outdoors — all 
\ear  round,  ,'\nd  no 
place  else  makes 
It  so  e;Lsy  to  connect 
with  business  associa- 
tions, schools,  and 
civic  groups. 

I\ead\  to  grow  !' 
(Contact  (ireater  Phoenix  F.cononiic  ("ouiicil  at 
((i()2)  256-7700  or  l-SOO-^2l-i7.^2.  or  visit 
our  website  at  www.gpcc.org. 

.Greater 
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explanation,  saying  that  he  and  the  four 
other  senior  executives  who  form  Phy- 
Cor's  brain  trust  felt  increasingly  "rest- 
less" as  they  pondered  the  company's 
future.  "We  felt  that  for  us  to  make  as 
big  an  impact  on  the  health-care  system 
as  we  wanted,"  he  says,  "we  needed  to 
have  more  size." 

He  has  it  now.  With  nearly  35,000 
doctors,  managed-care  contracts  cover- 
ing 3.2  miUion  patients,  and  $8  bilUon  in 
revenues,  PhyCor- 
MedPartners  will  be 
larger  than  the  31 
other  publicly  traded 
PPM  companies  com- 
bined, according  to 
officials  at  Sherwood 
Co.,  an  investment 
firm  specializing  in 
the  industry. 

fVIost  observers  ac- 
cept Hutt's  strategic 
premise — that  bigger 
is  better  in  the  ppm 
business,  through 
wliich  the  cottage  in- 
dustiy  of  doctoring  is 
rapidly  consolidating. 
According  to  John  K. 
Crawford,  PhyCor's 
chief  financial  officer, 
the  merger  also  will 
eliminate  at  least  .$50 
million  in  corporate 
overhead.  Even  more 
important,  PhyCor 
and  MedPartners 
will  bring  more  mus- 
cle to  the  bai"gaining 
table  in  negotiating 
long-term  contracts  with  other  health- 
care companies.  "Each  company  was 
getting  to  the  point  of  sitting  down  with 
HMOs  and  hospitals  as  an  ecjual,"  says 
Brooks  G.  O'Neil,  an  analyst  at  Piper 
JalS'ay  Inc.  "Now,  [PhyCor]  can  go  head 
to  head  with  any  player  in  health  care." 
Wall  Sti-eet  analysts  think  the  merged 
companies  will  earn  about  .$3.50  million 
in  li)98,  ui)  32%  from  1997. 
NEW  CHALLENGE.  House  will  join  Phy- 
Cor's board  but  was  not  offered  a  man- 
agement position.  Nor  did  he  ask  for 
one.  "I  didn't  tliink  it  would  be  desirable 
to  have  me  on  the  team,"  House  says. 
"I'm  accustomed  to  running  a  compa- 
ny." (House  says  he  plans  to  start  a 
new  health-care  company,  most  likely 
in  partnership  with  PhyCor.)  House  had 
made  liimself  dispensable  by  gi'ooming  a 
stable  of  young  and  well-regarded  op- 
erating executives,  many  of  whom  have 
already  accepted  positions  in  the  new 
company. 

Hutts  and  crew  are  likely  to  face 


OUT  OF  THERE 

MedPartners'  House  will  join 
PhyCor's  board  but  was  not 
offered  a  management  position. 
Nor  did  he  ask  for  one 


their  sternest  managerial  challenge 
Southern  CaHfornia,  an  area  Hutts  1 
long  avoided  because  of  its  many  pc 
erful  managed-care  organizations, 
better  appeal  to  hmos,  MedPartnd 
merged  the  half-dozen  big  group  prj 
tices  it  acquired  into  a  single,  hierj 
chical  organization — in  sharp  contrl 
to  PhyCor's  decentralized  approach.! 
may  not  be  working:  On  Oct.  30,  mJ 
Partners  cjuietly  announced  thatj 
planned  to  lay 
720  of  its  8,000  ( 
ployees  in  the 
gion,  including 
doctors.  "They  mj 
really  be  hurting 
business  to  fire  d| 
tors,  especially  d| 
ing  open  enroUmj 
season   for  heal 
plans,"  says  one 
mer  MedPartnl 
executive. 

Hutts  says  hej 
not     certain  vj 
MedPartners  is 
ting  back  but  intej 
to  find  out  for  hi 
self  when  he  ma] 
his  first  tour  of 
company's  Califoi| 
operation,  in  a  wj 
or  two.  He  concel 
as  well  that  he  hal 
yet  decided  whetj 
to  maintain  MedPJ 
ners'  more  monolij 
management  stij 
ture  or  reinvent  il 
PhyCor's  image 
restoring  the  individual  clinics.  A 
integi'ation  plan,  he  says,  will  take! 
other  few  weeks  to  develop.  "It  will 
difficult  and  messy,"  he  says.  "But 
not  like  we're  merging  with  a  c 
pletely  different  kind  of  company, 
tors  are  doctors." 

Still,  the  skeptical  reaction  has 
PhyCor  on  the  defensive  in  what  sh 
have  been  a  triumphant  moment, 
was  a  shock  to  Wall  Street,"  cone 
Hutts,  who  adds  that  he  nonethe 
sees  no  reason  to  reconsider  the  ac 
sition.  "For  us,"  he  says,  "this  is  a  1 
term  move."  But  in  shnigging  off 
Street's  tepid  response,  Hutts  ma 
putting  the  deal  at  risk.  Although 
boards  of  both  companies  already 
endorsed  the  merger,  it  still  mus 
approved  by  a  majority  of  the  sh 
holders.  The  methodical  Hutts  may 
won  the  race  against  MedPartners. 
a  tortoise-like  pace  won't  win  him 
Wall  Street. 

By  Anthony  Bianco  in  New 
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Stories  of  immense  power,  fortune  and  risk.  Stories  brought  to  life  like  never 
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DEFENSE 


A  WAR  ON  FAT 
AT  PENTAGON  INC. 

Can  Bill  Cohen  run  the  military  efficiently? 


It  has  been  neai'ly  40  yeai's  and  dozens 
of  whiz  kids  since  Pentagon  manage- 
ment was  fundamentally  overhauled. 
But  now,  Defense  Secretary  William  S. 
Cohen,  a  military  reform  specialist  when 
he  served  in  the  Senate,  is  staking  his 
reputation  on  a  plan  to  put  the  Pentagon 
on  a  more  businesslike  footing.  His  mod- 
el: IBM  and  other  corporate  giants  that 
were  forced  to  reinvent  themselves  to 
face  the  rigors  of  competition. 

Unlike  Louis  Gerstner,  IBM's  reign- 
ing turnai'ound  aitist,  Cohen  has  to  wor- 
ry about  unique  competitive  challenges 
such  as  a  potential  militaiy  con&'ontation 
between  the  U.S.  and  Iraq — not  to 
mention  political  minefields  inside  the 
Beltway.  But  with  no  hope  of  raising 
his  department's  $250  billion  budget. 


the  Defense  chief 
worries  he'll  lack  the 
funds  needed  to 
maintain  a  modern 
ai-senal.  "We  need  to 
get  the  money  to 
pay  for  the  revolu- 
tion in  military  af- 
fairs," says  Cohen. 
BLOATED.  One  answer:  free  up  $6  billion 
a  year  by  slashing  the  home  office's 
bloated  overhead  costs.  The  strategy, 
unveiled  on  Nov.  10,  would  cut  31,000 
jobs,  replace  many  paper  transactions 
with  electronic  commerce,  outsource 
work,  and  launch  a  new  round  of  mili- 
tary base  closings. 

Base  closings  will  face  congi-essional 
flak,  but  Cohen  can  adopt  other  changes 


DETERMINED:  Cohen  announces  he'll  cut  $6  billion  a  y 


on  his  own — and  may  have  lawmal 
support.  Indeed,  House  National  S 
rity  Committee  Chairman  Floyd 
Spence  (R-S.  C.)  praised  Cohen  for 
knowledging  that  Pentagon  refon 
long  overdue." 

There's  httle  doubt  about  that, 
last  management  overhaul  was  ( 
neered  by  President  Kennedy's  Def 
chief,  Robert  S.  McNamara,  who  su 
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YOU  TALK 
TO  IT 


Introducing  a  new  generation  of  long-run 
digital  recorders  that  can  download 
compressed  audio  files  to  your  PC  The 
V'::re  It  Digital  Voice  Recorder  with  PC 
't  offers  50  minutes  of  on-board 
digital  recording,  plus  ;  mlimited  capacity  with 
additional  memory  cfrds.  Now  you  can  sen 
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IT  TALKS  TO 
YOUR  PC. 


e-mail  recordings  the  way  you  would  ar 
attached  file.  And  each  unit  comes  wi1 
software,  serial  port  cable,  batteries,  and 
compatible  with  Windows'  3.1  and  abov 
It's  the  latest  in  a  full  line  of  Voice  It  digit 
recorders.  For  the  retailer  nearest  you,  c; 
47-VOICE.  Voice  It.  And  you'll  never  forget 
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wwwvotceit  com  Voice  It  is  the  regtstereLj  trademdrk  of  Voice  It  Worldv\'ide.  Inc  c  1997 
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le  1998  Business  Week  Plannei 

[  It  does  everything  but  ask  for  a  raise.  ] 


^re  is  nothing  more  valuable  to  the  business- 
n  than  a  dependable  personal  assistant.  The  1998 
ess  Week  Planners  are  just  that.  In  addition  to 
;ious  13-month  calendar, 
elegant  desk  &  pocket 
srs  contain  vital  informa- 
ke  international  dialing 
,  time  conversion  charts, 
holidays,  important  toll 
umbers  and  more. 
3  desk  planner  even  comes 
1 32-page,  four-color 
atlas,  detailed  informa- 


tion about  39  U.S.  and  foreign  cities,  a  wine  vintage 
guide,  plus  many  other  valuable  features. 
The  1998  Business  Week  Planners  are  excellent 
examples  of  fine  bookbinding 
craftmanship  and  are  available 
in  classic  black  or  deep,  rich 
burgundy,  separately  or  in 
matching  skived  leather  sets. 
Call  today  and  take  advantage 
of  this  special  rate:  25%  off  the 
regular  price.  Order  your  1998 
Business  Week  Planners  now. 


USA  Credit  card  holders  may  call 

TOLL-FREE  800-553-3575 

Ask  for  Dept  BC48 

We  honor  AmEx/DinersA'isa/MasterCard 


Materials  and  workmanship  fully 
guaranteed  or  your  money  hack. 


customization  options  and  special  discounts  on  larger  quantities  call  Amanda  Kane  at  201-461-0040,  or  fax  to  201-461-9808. 
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md  me  your  color  brochure  and  information  on  quantity 
Dunts  and  customization  options. 


Item 

Qxte 

Regular 

Your  Pnce 

QjantJty 

TotalUSS 

Black  Desk  &  Pocket  Planner  Set 

B/VZIO 

LE$4a95 

UBS3675 

Black  Desk  Planner 

msr 

UB$3495 

UB$262S 

Black  Pocket  Planner 

B/V2D4 

UB$1795 

UB$1350 

Burgundy  Desk  &  Pocket  Planner  Set 

UBJ4895 

LBS3a75 

Burgundy  Desk  Planner 

LB$3495 

LBS2625 

Burgundy  Pocket  Ranner 

BW218 

UBS1795 

LGSiaso 

Personalization  US$4.75  per  item 

Handing/Packing  (USA)  US$2.50  per  Item. 

Pnces  include  delivery  by  surface  mail  but 
do  not  include  local  duties  or  taxes.  Deltvery 
cormenoes  r  Septenter  1 997. 

Handing/Packing  (ex.  USA)  US$4.75  per  Item 

N  J.  Residents  add  6%  Sales  Tax 
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name  for  blocking. 
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YOUR  FAR-FLUNG  EMPIRE: 


Your  operation  covers  60  countries. 


10  languages. 


49  currencies. 


6  time  zones. 


4967  separate  trade  regulations. 


GATHERED  TOGETHER: 


PeopleSoft  enterprise  software. 


The  key  to  managing  a  global  organization  is  to  make  it  seem  less, 
well,  global.  Our  enterprise  software— from.  HR  and  Financials  to 
Supply  Chain  Management  and  Manufacturing-is  flexible,  compre- 
hensive, and  designed  around  your  world.  Not  ours.  To  find  out  what 
we  can  do  for  you,  call  888-773-8277  or. visit  www.peoplesoft.com. 


We  Work  In  Your  World.'" 


Government 


THE  COHEN  BUSINESS  PLAN 


ed  ideas  based  on  his  experi- 
ence as  Ford  Motor  Co.  presi- 
dent. Today,  those  results 
would  produce  guffaws  in  a 
B-school  management  course. 
For  every  $1  spent  on  travel, 
the  military'  shells  out  an  addi- 
tional 30g  on  trip-related  pa- 
penvork.  A  just-in-case  logis- 
tics mentaUtv  has  produced  4.  j  4.  ^  u-  ,  ^ 
$103  billion  in  invent  but        ^T.^gA^.l^'^A and  selhng  surpjus  pra^^^^^^^   

REENGINEERING  Cohen  will  push  for  paperless 
processes  for  contracts,  travel,  and  weapons  support. 
Just-in-case  logistics,  which  create  huge,  unneeded 
inventories,  will  move  toward  businesslike  lust-in-time 


rity,  thinks  Cohen  should 
vest  entirely  such  commer 
functions  as  business  tra 
data  processing,  and  housi 
"You  don't  need  people  do 


DOWNSIZING  He  plans  to  slash  31,000  jobs  out  of 
141,000  m  the  Office  of  the  Secretary,  various 

defense  agencies,  and  field  offices.  '  things  that  are  in  the  YeL 

COMPETITION  Private  companies  will  be  able  to  com-     Pages."  he  says 
pete  with  military  units  to  provide  commercial  services, 
from  handling  payrolls  and  managing  leased  property 


Cohen  thinks  a  just-in-time 
system  can  slice  that  in  half. 
"REVOLUTION."  Before  becom- 
ing the  sole  Repubhcan  in  the 
Clinton  Cabinet,  Cohen  had 


systems. 


But  Cohen  has  decided 
allow  the  units  to  comp 
against  private  companies 
many  of  those  sendees.  W 
Congress  would  balk  at 
military  job  losses.  "It  wc 
be  desirable  to  outsource 
much  as  we  can,  but  that  i 
the  way  this  company  can  fi 


penned  several  government  ac-   '   tion,"  he  acknowledges. 


quisition-refoiTn  laws  during  liis 
thi-ee  teiTns  as  a  senator  fi-om 
Maine.  Now  that  he  has  the 
chance  to  act  on  those  ideas, 
he's  mo\ing  ahead  with  what 
he  says  is  nothing  short  of  a  "i-evolution" 
in  how  the  Pentagon  does  business. 

Even  so,  critics  gripe  that  Cohen  is 
too  timid.  LawTence  J.  Korb,  a  former 
Pentagon  official  now  at  the  Brookings 
Institution,  says  Cohen  should  eliminate 
the  civilian  heads  of  the  individual  uni- 
formed services  and  put  all  procure- 
ment powers  under  one  roof.  "Those 


RESTRUCTURING  Cohen's  most  controversial  proposal 
is  for  two  more  rounds  of  base  closings,  which  would 
yield  an  estimated  $2.8  billion  in  annual  savings. 

DATA:  DEFENSE  DEPT. 

steps  would  be  significant."  he  says. 

Others  question  whether  Cohen  will 
take  seriously  the  new  ceo  mantra:  fo- 
cus on  core  competencies.  Unhke  his 
counterparts  in  Corjjorate  America,  Co- 
hen's is  fighting  wars.  Retired  Lieu- 
tenant General  Thomas  G.  Mclnemey, 
head  of  Washington  advocacy  group 
Business  Executives  for  National  Secu- 


As  a  student  of  the  Pe: 
gon,  Cohen  is  also  kec 
awai'e  that  his  is  just  the  la 
of  several  reform  plans  0 
the   decades.    Most  sit 
shelves  gathering  dust.  But  the  Defe 
chief  insists  his  plans  for  such  refo: 
as  paperless  contracting  will  sucC' 
CEOS  get  the  job  done,  he  says,  by  < 
veying  a  "imified  \asion."  Now  the  q 
tion  is  whether  his  determination 
subdue  a  system  that  has  shot  past 
form  efforts  dowii  in  flames. 

By  Stan  Crock  in  Washim 


The  Skills  Taught  In  School 


□ 


Can  Now  Be  Learned  At  Home 


The  McGraw-Hill  Companies,  the  Nation's  #1  educational  publisher, 
supplies  educational  materials  to  all  the  finest  classrooms.  Now 
McGraw-Hill  Home  Interactive  is  introducing  seven  exciting,  new  software 
titles  for  the  home  that  teach  the  same  important  skills  your  child  is 
taught  in  the  classroom.  These  entertaining  educational  products  are 
available  now  at  your  favorite  software  retailer  and  teacher's  supply  store. 

^sx  McGraw'Hill 

Ain,  =— ^        ■  .   — ^ — . — - — - — * 

MET>ri?fpTAY    cawm^i  hastujgs  ^^Ite 


Look  for  these  new  exciting  McGraw-Hill  Home  Interactive  Titlei 
Math 

Grade  1  Nubby's  TV  Quiz  Show 
Grade  2  Foggy  McHammer's  Treehouse 
Grade  3  The  Mission  Masters'"  Defeat  Dirty  D! 
Grade  4  The  Mission  Masters'"  Alien  Encounter! 
Grade  5  The  Mission  Masters'"  Meet  Mudflat  Moe! 
Science 

Fahrenheits'  Fabulous  Fortune  for  Grades  8  and  up 
Arts 

The  National  Museum  for  Women  in  the  Arts  Collection  on  CD-ROM 


Call  (800)  208-1012  to  receive  FREE  SOFTWARE  with  any  purchase. 


Refer  to  Source  Code  "BW" 


Vie McGraw  Hill  < 


Copyright  ©  1997  by  Mc6ra*v-Hill  Home  interactive  The  McGraw-Hill  Companies,  Inc.  Alt  rights 


The  Mission  Ma' 


ademarks  of  the  McGraw-Hill  Coi 


.ompa* 


Industry  standard-640x480  pixels  New  Kodak  DC210-1152x864  pixels 


I 

^senting  affordable  digital  photography 

\at  looks,  we're  proud  to  say,  pretty  unaffordable. 


;W  KODAK  DIGITAL  SCIENCE  DC210  ZOOM  CAMERA.  INCREDIBLE  PICTURES.  INCREDIBLY  EASY. 


lotography  just  improved  its  image.  Presenting  the  new  DC210.  This  remarkable  camera  captures  a  million 
picture,  which  is  enough  detail  to  make  a  5"x7"  image  look  like  a  traditional  5"x7"  photo.  And  with  our  Kodak 
:ience  Picture  Easy  Software  2.0,  cropping,  rotating,  and  using  pictures  has  never  been  simpler.  All  for  about 


Find  out  more  about  our  full  line  of  digital  products  at  1-800-KODAK-22  or  www.kodak.com/go/dc210a  take  pictures  further™ 


Science  &  Technology 


COMMENTARY 


By  Paul  Raeburn 


THE  HEART  ASSOCIATION  IS  SELLING  ITS  SOUL 


Few  things  proclaim  good  health 
as  strongly  as  the  simple  red 
heart  that  serves  as  the  logo  of 
the  American  Heart  Assn.  For  a  na- 
tion obsessed  with  health  foods, 
weight  loss,  and  longevity,  the  "heart 
smart"  logo  is  as  American  as  low-fat 
apple  pie.  And  now  it's  for  sale. 

For  $2,400  the  first  year  and  $650 
each  year  thereafter,  food  companies 
can  slap  the  paramount  symbol  of 
heai't  health  on  their  products.  Since 
the  progi'am  began  in  1994,  636  foods 
have  been  certified  as  low  in  total 
fat,  saturated  fat,  and  choles 
terol.  They  now  carry  the 
heart  association  seal — and 
more  are  coming. 

But  some  of  the  certi- 
fied foods  seem  to  run 
afoul  of  the  association's 
own  dietary  guidelines.  V-8 
juice.  Promise  Ultra  Fat- 
Free  Margarine,  Yoplait 
Original  Fat-Free  Plain 
Yogurt,  and  Wheaties 
seem  worthy  of  the  associ- 
ation's seal  of  approval.  But 
look  at  what  products  also 
proudly  wear  the  logo:  Co- 
coa Frosted  Flakes,  Fruity 
Marshmallow  Crispies,  and  a 
brand  of  cappuccino  called  Bel- 
gian Creme.  These  products 
sneak  through  because,  though 
certainly  high  in  sugar,  they  are 
low  in  fats  and  cholesterol — the  only 
things  the  heart  certification  process 
addresses. 

GRAPHSC  EVIDENCE.  The  heart  associa- 
tion has  also  begim  lending  its  logo  to 
certain  medicines  to  win  coi-porate 
funding  for  broad  pubhc-education 
progi-ams  aimed  at  helping  people  re- 
duce heart  disease  risks.  AHA  Presi- 
dent Mart.ha  N.  Hill  insisted,  though, 
that  the  heart  association  works  hard 
to  guard  the  sanctity  of  its  logo:  "It  is 
veiy  important  to  as,  because  it  is  the 
gi-aphic  representation  of  our  credibih- 
ty,"  she  said  at  the  aiia's  annual  scien- 
tific meeting  in  mid-Nov(fmber. 

But  seeking  corjiorate  support  can 
be  risky,  as  the  American  Medical 
Assn.  found  out  recently  when  it  an- 
nounced '  olun  to  allow  its  logo  to  be 
used  on  Suiibeam  products  such  as 
heating  pads  and  thermometers.  A 


huge  wave  of  criticism  forced  the 
AMA  to  back  out  of  the  deal — and  the 
heart  association  could  i-un  into  the 
same  kind  of  firestorm.  Bristol-Myers 
Squibb  Co.,  for  example,  paid 
$600,000  for  use  of  the  aha  logo  for 
one  year  in  ads  for  Pravachol,  a  cho- 
lesterol-lowering drug.  To  the  casual 
eye,  the  ads  seem  to  be  a  specific  en- 


dorsement of  Prava- 
chol, one  of  many  cho- 
lesterol-lowering drugs. 
"We're  not  saying  that 
at  all,"  insists  Hill. 
"There's  no  value  judg- 
ment there."  Perhaps,  but  that  quali- 
fier does  not  appear  in  the  ads. 

A  program  in  which  the  AHA 
teamed  with  Bayer  Aspirin  to  raise 
funds  was,  likewise,  not  intended  to 
be  an  endorsement.  That  program 
was  questioned  by  the  editors  of  The 
New  England  Journal  of  Medicine. 
"Why  should  the  American  Heart 


BROKEN  TRUST 


Does  the 
"heart  smart" 
logo  belong  on 
Cocoa  Frosted 
Flakes? 


Assn.  endorse  only  Bayer  aspirin?" 
they  asked  in  an  editorial  in  Septem- 
ber. Bayer  is  no  better  than  other 
brands  at  reducing  the  risk  of  a 
heart  attack. 

The  food-certification  program,  un-i 
like  the  Bayer  and  Pravachol  cam- 
paigns, is  not  intended  to  raise  mon- 1 
ey  for  educational  efforts.  The 
$431,000  it  has  brought  in  since  1994 
is  intended  only  to  cover  administra- 
tive costs  for  the  program,  developec 
by  the  heart  association's  staff.  Still, 
the  scheme  has  provoked  concem 
among  members  of  the  group's  vol- 
unteer nutrition  committee.  Commit- 
tee Chairman  Dr.  Ronald  M.  Krauss 
is  concerned  that  the  food-certifica- 
tion effort  may  be  undermining  the 
heart  association's  own  dietaiy 
guideUnes,  which  specifically  do  not 
identify  good  foods  and  bad  foods. 
They  instead  say  that  the  overall 
diet  should  be  low  in  fat,  choles- 
terol, and  sodium.  "The  pubhc 
may  be  attaching  more  signifi- 
cance to  [the  logo]  than  we 
think  they  should,"  Krauss 
laments.  "This  is  not  saying, 
'You  should  eat  these  foods  so 
you  don't  get  a  heart  attack.' " 
The  fine  print  beside  the  logo 
will  soon  change  to  say  only 
that  the  foods  meet  fat  and 
cholesterol  standards — not  that 
they  belong  in  the  diet. 

That  subtlety  may  m 
be  lost  on  companies 
paying  for  the  logo. 
"The  AHA  logo . . .  con- 
veys instantly  the 
health  benefit  of  the 
product,"  says  Pam 
Becker,  spokeswoman 
for  General  Mills  Inc. 

As  the  heart  assoeia 
tion  moves  closer  to  in 
dustry,  it  might  find  it 
credibihty  suffering.  It 
might  also  discover  that  its  industry 
supported  progi'ams  are  not  improv- 
ing pubhc  health.  Some  of  those  sug 
ar-coated  cereals  could  be  doing  the 
opposite. 

Paul  Raebtirn  is  business 
week's  senior  editor  for  science 
and  technology.  , 
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Think  different. 


Really  different. 


Computer  science  meets  rock) 


A  very  (lit) ere) It  chip. 

Did  someone  say  "fcister"? 
Tlie  new  Power  Macintosh  G3 
computers,  built  upon  tlie 
relentlessly  t\Lst,tliird-generation 
PowerPC''G3chip, 
offer  nothing  less 
than  the  biggest 
perfomiance  leap  in  Power 
Mac  histoiy  Faster  than  even 
the  newest  Pentium  11/300;  * 
the  PowerPC  G3  processor 
embodies  a  host  of  technical 
advances  which  add  up  to  ' 
speed,  speed  and  more 
speed.  Oh,  and  did  we 
mention  that  the  Mac 
G3's  were  fast? 


i))ih-(i  leirfii'iiplcin  Ihf  irurhl ai)i  explain 
Ihhkshic uicbv'  But eienoiw will saivr 
llh'sjKvd  hill  is!  il  jmivides. 


rdn'ladlmcyhc>>canil,guml,.,n  „d,ml /mas  may  ran  ro,,l,!iuralwm  suh,c(l  t,nhan^e.some 


ence.  The  Mac  G3's  are  here. 


Power  Macintosh  G3 
Minitower. 

233  or  266MHz  PowerPC  G3  processor. 
5 12K  backside  cache.  66MH:  system  bus. 
32-3H4MB  memory,  4-6GB  hard  disk. 
24.\  CD-ROM  drive.  2-6MB  iKUI.  3  PCI 
slots^  Includes  keyboard,  mouse.  McicOS8. 
Moiiilor  not  included. 


Adobe  Photoshop  Performance 

(total  time,  1 6  Ptiotoshop  4  0  tasks) 


Power  Macintosh  G3-266      61 1 .1  sec. 


Pentium  11/300  Windows  NT 


Pentium  11/266  Windows  NT 


71 8.0  sec. 

81 4.5  sec. 


Listen  closely  and  you  can  hear  the  sound  of  Pentium  chips 
being  eaten  for  breakfast. 


Power  Macintosh  G3  Desktop. 
$1,999* 

233  or266MII:  PowerPC C,3l)rocessin\  512Khackside 
cache.  66MH:  sy\ie>n  bus.  32  l')2.\lli  memory. 
4-6GB  bard  disk.  24.x  CIJ-ROM  druv.  2-6\IB  \'RA\I. 
3  PCI  slots.  Includes  keyboanl.  nuiuse.  Mac  OS  H. 
Moiutiir  not  included. 


System  Performance  (MacBench  performance  scores) 


Power  Macintosh  G3-266 


Power  Macintosh  7300/200 


358 


What  audacity.  The  Power  Mac  G3  desktop  is  not  only  twice  as  fast 
as  the  model  it  replaces;  it  costs  less. 


PowerBookG3.  $5,699  ^ 

Driven  by  the  super-  fast  PowerPC  G3  chip,  the  PowerBook  G'J  is  the  speed  cbauip 
of  the  notebook  world-a  full  80%  faster  than  the  fastest  Pentium  model.  '■ 


K.^l>pk  Mim  ••tiimdiin  SI'ECmni  andSPEC%i%  tofc  'Suxdm  ilMBiiiLh  -i  n  processor  scores  .i/yphetUmn  pirfurmiime  nuiymry  ■PouerBooll  OJ  a  I  Klimesjusler  Ihm  ii  Penliiim  2_ii  milehook  riiiiiiiiij;  ii  Mile  of  PIxiliahop  lesls 


Our  e-doors  are  now  open. 


.4  ve}y  dijjerei it  store. 

The  Apple  Store  lets  \  ou  do 
something  vou  could  never  do 
before:  Buy  a  Macintosh  directly 
from  Apple  and  have  it  shipped 
from  our  factoiy  to  your  doorstep. 
(/)nveniently  located  on  the  Web, 
The  Apple  Store  is  easy  to  use, 
secure  and  full  of  intelligent 
features  that  make  your  options 
cry  stal  clear.  We  built  The  Apple 
Store  with  the  same  technology 
we  used  to  build  Dell's  online 
store  in  19%- only  we  used  a 
more  advanced  version  to  make 
your  shopping  more  rewarding. 
So  now  you  have  real  choices: 
You  can  buy  your  new  Mac  over 
the  Internet,  over  the  phone  or  at 
a  nearb\'  expert  Apple  Reseller. 


Apple  Heme  tage 


-;3  M,  "3  -B 


The  Apple  Store 


Apple  Ham«  rage 


C      ^     <j|     qC>    <3>      (21  A 


Build  to  Order 


J. 


7  N  ,iMrcw  mih 


^lick  on  in. 


1. 


Appic  Home  Pa  or 


i 


c    i3   <*  eC'  u    S}  A 


m 


Maanlosb 


G3  Tower 


2 


c3n  an  '  <\ 


i   fUt    tail   Vlt*   Co    (avomef  WIniJc 


C     d     01    ^    O     Q]  A 


Shipping  Info 


Shipping  MMhod 


Cr*tf  1  Cart  IntoniiMlon 


^Hi  '^^j  • 


4 


Fn\'/)(iii'ii/,i^.  co/ir/eons  stiijj.  ofieii 
2-1  hi)!/rs.  (/ivss  cikle  )U)l  enforced. 
Al  The  Apple  Store,  if 's  easy  to  iiet 
your  fiiii^ers  on  the  newest  Apple 
proilucts.  froni  computers  and 
monitors  to  printers  tind  the  Apple 
Mess<i;j,eP(id: 


We  can  mnke  your  risit  to  The 
Apple  Store  fast  ii)ul uiv^uish-Pree. 
Rather  than  ci/sto/ni:in,^  your 
computer-to-he.  you  ccvi  choose 
from  our  selection  of(>ood/better/ 
best  confyurutions for  each 
Macintosh  model.  Just  pick  the  one 
that  fts  your  needs  a)ul  click  on 
over  to  the  checkout  stand. 


The  one  person  in  the  work/  most 
(pialified  to  huild  your  conip liter  is 
you.  So  :j,et  to  work.  'The  .  \p/)le  Store 
lets  you  custom  aniff^iire  a  Mac 
exactly  the  iray  you  want  it.  \\ei>,ive 
you  clear  choices  f)r  all  if  your 
options.  We  can  eren  offer  some 
creatire  su,Li^i>estions  of  items  to 
complete  your  system. 


The  security  ;j,uard  is  always  on 
duty.  The  Apple  Store  is  built  upon 
advtinced  C'Commerce  technoloi!,y, 
makinii your  transaction  both 
simple  and  safe.  All  major  credit 
cards  accepted,  all  mapr  hassles 
eliminated. 


Nowlook  who's  runnin 


Who  are  you  and  what  do 
you  want  h'om  us?  The  good 
news  is,  no  matter  who  vou 
are  -  and  whatever  \our  needs 
may  l-)e- Apple  is  now  geared 
up  to  give  you  exactly  what  you 
are  looking  for  Starting  with 
the  new  Power  Macintosh  G3 
desktop  and  minitower  models, 
we  Ve  building  computei-s  one  by 
one  to  your  exact  specifications. 
So.  when  you  shop  at  The /^^)ple 
Store,  you  can  order  your 
Macintosh  the  same  way  you 
order  a  pizza- with  just  iis 
muchsluffonitasyoulike. 
(But  no  anchovies.)  Vou  can 
conhgure  your  computer 

literalh- hundreds  of  different 
wa\  s,  saving  time  and  money- 
because  you'll  get  eveiTthinu 
you  need  at  once  and  you 
won't  have  to  pa\- for  features 
you  wouldn't  use. 


tory 


You. 


\ccil to  ch/irn  Ihniiii^h  y(ii/r/iho/o^i;r/{/)hic  ii'iirk 
III  hmiL'iiai'  slnwl'  liij/ii/'  your  Mac  irith  Ihc 
iillni-jdsl  J(>(>Mn:  r(i/ri'ii'(.' (ij [iroci'ssor 


Need  to  aninre  those  slmtniniii  old Jik's  to  luakc  room  jor  It'ose  sj)r(iiiiiii;j,  neie  jiles  ^ 
Get  your  )teir  Mac  icitb  iiii  li/len/dl  Zi/idrire. 


till  I  In  r.i/'/i'M  I M  /;  ///.  '/r  I  iridly  throii;^!)  ndeo  mid  soiiiid'^ 
I'l/iii  III  nil  iiiiilio/ndco  ciird 


Need  to  run  lots  olii/i/iliciitloiis 
III  once?  Order  a  Muc  irith  viiou,iib 
memory  for  your  work  style,  ull 
the  way  u[)  to  3^4MB. 


tjiokiiii^  /or  more  room  to  work  on  those  video 
files-'  Satisfy  your  rorucioiis  (i/ipettle  for  disk 
sfiace  irith  a  Mili  Ikird  drire. 


m 


□                                                               Apple  tMme  Page 

SB 

Aoole  1 

\\t.p-  (iill<uiiidii|i         A \m differuiii  >iua' 

# 

(•1  daliwrt  mora  bong  lo>  th*     1  Vlifl  irx  Ajipk  Slixr  Online  and 
buct  lhai  the  Ib>b(  Pen! mm    |  tun  \tm  gtvM  [iiuili^ia  imi  nMd 

^  — 

www.apple.com 


With  our  new  generation  of 
Macs,  new  ways  to  build  them 
and  new  ways  to  buy  them,  we  Ye 
fundamentally  changing  the  way 
we  do  business.Without  losing 
sight  of  why  we  do  business: 
to  make  the  best  tools  for  people 
who  think  creatively 


Think  different. 


rketing 


MM!  CEREAL 
BR  DINNER 

jitches  to  adults  are  reenergizing  the  industry 


id  cereal  is  getting  cooler  eveiy 
ay.  TV  comic  Jerry  Seinfeld  has  a 
enchant  for  flakes,  and  not  just 
)r  breakfast.  Sharp-eyed  TV 

can  ghmpse  a  phalanx  of  cereal 
t^henever  Seinfeld  opens  up  his 

cabinets  on  the  television  set. 
you  listen  carefully,  you  can  al- 
jar  the  cereal  makers  cheering, 
'an  of  the  show,  and  I'm  always 
to  see  if  I  can  spot  the  K,"  says 
y  Hebron,  Kellogg's  director  of 
;e  communications.  "JeiT/s  great 
.f  us." 

eld  represents  more  than  a  good 
r  the  industry.  Cereal  makers 
s  helping  feed  a  trend:  adults 
t  cereal  in  the  morning,  and  at 
d  night  as  well.  And  such  all-day 
IS  chompers  appear  to  be  reviv- 
industry.  Although  cereal  sales 
amped  since  1994,  new  products 
arketing  campaigns  aimed  at 
ps  are  helping  to  give  new  snap, 
and  pop  to  cereal  giants  such  as 
,  General  Mills,  and  Quaker  Oats, 
jstion  now:  Will  the  trend  hold — 
in  the  milk? 

G  FOR  "MIKEY."  So  far,  early  re- 
ok  promising.  After  a  period  in 
;tore-brand  flakes  and  O's  were 
lie  industry's  biggest  innovations, 
•oducts  are  sparking  consumer 
t.  They  now  make  up  about 
the  $7  billion  cereal  mar- 

ft-om  4.6%  last  year, 
jffrey  Kantor,  ana 
Salomon  Brothers 
id  many  are  sweet 

pitched  to  the 
family,  not  just 

e  Kellogg's 
Crunch  Com 
.  Launched 
iar  as  the 
or    of  a 
iR  auto 
t's  now  a 
llion  brand 


with  a  respectable  1%  market 
share.  Meanwhile,  instead  of  plastic 
toys  and  other  kiddie  gizmos,  Kel- 
logg's holiday  promotion  will  featui'e 
Microsoft  Corp.  software  for  kids 
and  adults.  And  General  Mills'  Cin- 
namon Grahams  had  its  first  mar- 
keting moment  last  month,  paired 
with  Gap's  Old  Navy  stores.  Boxes 
of  cereal  graced  Old  Navy  store 
windows;  coupons  for  Old  Navy 
clothing  appeared  on  the  back  of 
boxes.  "We  want  to  surprise  the 
consumer  by  being  places  we 
have  not  been  before,"  says 
Debbie  Scott,  marketing  manag 
er  for  Cinnamon  Grahams. 

Some  campaigns  are  clearl> 
targeted  at  those  well  past 
school  age.  Quaker's  Life  cereal 
i-an  a  talent  search  for  the  new 
"Mikey" — the  young  boy  fea-  ..^^ 
tui'ed  in  ads  a  generation  ago 
who  "hates  everything" 
but  liked  Life.  "Adults  will 
remember  Mikey  and  re- 
member  how  they  loved  the 
brand,"  says  marketing  manag- 
er Keith  Neumann.  Indeed, 
although  ads  with  the  new 
Mikey  won't  air  until  1998, 
the    search    has  already 
helped  boost  '97  sales  by 


////, 


Am 


"double  di^ 
its,"  Neumann 
says. 

Cereal  makers  had 
little  choice  but  to  try 
something  new.  Thi'oughout 
the    1980s,    growth  came 
largely  from  price  hikes,  at 
a  rate  of  7%  a  year.  By 
1994,  when  prices  topped 
$5  a  box,  shoppers 
balked.    Ire  rose 
''^^  from  consumer  ad- 
vocates  and  Con- 
gress,   and  sales 
H      slipped.  The  ensuing  price 
war  ate  into  profits,  but  con- 
sumers didn't  retuiTi  to  the  big- 
name  brands.  Bagels,  muffins, 
and  other  alternatives  were 
making  big  inroads  at  the 
breakfast  table,  while  generic 
store  brands  offered  a  cheap  fix 
for  cereal  fans.  The  cereal  giants 
l  egalized  they  had  to  get  more  ci'e- 
alive.  "The  old  way  of  launching  a 
new  product,  through  promotions 
and  coupons,  is  not  sufficient  any- 
more," says  General  Mills'  Scott. 
"LIKE  PRETZELS."  The  new  mix 
of  sweet  stuff  and  nostalgia  is 
paying  off.  In  October,  Kellogg 
surprised  Wall  Street  by  reporting 
that  third-quarter  earnings  were  up 
18% — the  second  quarter  in  a  row 
the  world's  No.  1  cereal  maker 
, sui'passed  expectations.  Quaker 
Oats  Co.  reported  year-to-date 
volume  that  was  up  23%  over 
1996.  And  General  Mills'  sales  for 
the  quarter  ended  in  August 
jumped  10%. 

Add  it  all  up,  and  it 
may  be  the  start  of  a  re- 
vival. Wall  Street  analysts 
predict  that  total  cereal 
sales  will  i-ise  about  2%  for 
I  he  year.  While  below  the 
3%-to-3.5%  gains  the  indus- 
try used  to  boast,  it's 
the  best  showing  in 
three  years. 
Moreover,  what  these 
numbers  do  not  show  is 
the  migr-ation  of  cereal 
from    the  breakfast 
table  to  later  meals. 
Catherine  Hoffmann, 
36,  of  Huntington  Sta- 
tion, N.  Y.,  makes  cereal 
an  option  for  any  meal,  from 
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breakfast  to  a  late-night  snack,  and  sjfc 
keeps  at  least  foiu-  brands  in  the  hou* 
"There  really  isn't  a  time  of  day  for  rj| 
when  cereal  is  off  limits,"  she  says.  Cj^ 
real  is  even  showing  up  in  desk  draB 
ers.  "The  young  people  in  my  offA 
keep  boxes  in  their  desks  and  eati 
like  pretzels,"  says  Michael  Wahl,  chafc 
man  of  hmg  Worldwide,  a  marketii 
consulting  fu'm.  I 
ZERO  PREP  TIME.  Why?  Seeing  Seinf* 
scarf  it  down  is  one  reason.  Speed  k 
another:  Eaten  thy  out  of  the  box,  pit. 
time  for  a  cereal  meal  is  zero.  Evp 
getting  the  stuff  into  a  bowl  with  mk 
is  faster  than  making  a  sandwich.  "( '(j- 
sumers  want  food  no  more  than  fife 
minutes  from  their  right  arm.  Cerj^ 

CEREAL  MAKERS  GET  SOME 
SNAP,  CRACKLE,  POP 
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makes  that  deadhne,"  says  Chi-is  He 
a  marketing  consultant  based  in  St;; 
ford.  Conn. 

If  cereal  makei-s  ai-e  pleased  with 
turnaround,  however,  retailers  reim 
cautious.  They  say  the  strong  thi 
quarter  sales  were  at  least  partly  du 
early  shipment  of  holiday  cereals,  a 
tor  that  will  fade  come  the  New  Y( 
And  retailers  say  price,  not  market; 
remains  most  important  for  consume 
Although  cereal  sales  are  up  at 
Food  Lion  chain,  based  in  Salisbi 
N.  C,  the  categoi-y  manager  for  cei 
credits  a  buy-one-get-one-fi'ee  proi 
tion  r-ather  than  new  products. 

But  Scott  and  others  dismiss  s 
worries.  "We  are  pretty  positive  he 
she  says.  General  Mills  was  confid 
enough  to  inch  its  prices  up  2.6% 
summer,  ti-usting  consumers  to  fol 
And  to  keep  the  trend  rolling  al 
Kellogg  has  launched  an  umbrella| 
campaign  aimed  at  adults  called  "C' 
al.  Eat  it  for  life."  For  now,  they  ap] 
to  have  plenty  of  takei-s.  After  watcl 
a  TV  commercial  for  honey-flav 
Shredded  Wheat,  Hoffmann  says 
recently  tried  a  box.  "I  like  Shrei 
Wheat,  but  it  can  taste  like  hay. 
idea  that  it  was  sweeter  caught  m; 
tention,"  she  says.  And  that  may  s 
en  the  pot  for  the  entire  industiy. 
By  Ellen  Neubonie  in  New 
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Visualize  your  business" 


You  understand  the  power  of  communicating  ideas  graphically. 
And  the  right  tool  makes  complex  ideas  clear  to  everyone  in  your 
organization.  The  wrong  tool  leaves  too  much  to  interpretation.  Because 
Visio'  Standard  5.0  offers  a  complete  toolbox  with  over  1,300 
SmartShapes'  symbols,  you  can  be  sure  your  ideas  are  expressed  succinctly 
whether  you  use  flowcharts,  project  timelines  or  any  business  diagram.  And 
since  Visio  technology  seamlessly  integrates  with  the  Microsoft  Office 
environment  you  already  know,  you'll  be  able  to  represent  the  information  that  describes  your  business  in 
less  time  than  you  can  say  "org  chart."  Want  to  share  the  drawing  with  the  rest  of  your  team  or  branch  offices 
around  the  world?  Just  email  the  Visio  drawing  or  post  it  on  your  intranet  site  and  everyone  will  be  on  the 
same  page.  To  find  out  how  you  can  dynamically  communicate  throughout  your  organization  with  Visio 
Standard  5.0  and  other  Visio  products,  call  1 -800-24-VISIO  ext.  A025  or  visit  www.visio  com/standard. 


poration.  All  rights  reserved, 
ogo,  the  Visualize  your 
■^d  SmartShapes  are  either 

gistered  trademarks  of  Visio  Corporation  in  the  United  States  and.  or  other  countries.  A!!  ether  trademarks,  face 
any  names  referenced  herein  are  used  for  identification  only  and  are  the  propert)'  of  their  respective  ccnnpanies. 
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Sl^f  h*  i h  a  Se  r tes  Spo  ns o  r  ed  by  A  I  &  T. 


A  SOLUTION  FIT  for  complex  data  networks 


A decade  agi),  data  c\)mmunicati()ns  were  in  their  infancy, 
and  applications  were  dominated  by  a  single  platform, 
termed  SNA.  Today,  data  transport  is  a  rapidly  cxpand- 
inu,  critical  element  of  telecommunications,  with  data  vol- 
Lime  soon  expected  to  exceed  that  of  voice.  As  a  result  of-  this 
growth,  data  networking  applications  now  have  to  work  not 
only  on  SNA  platforms,  but  also  on  a  myriad  of  platforms, 
including  intranets  and  the  Internet. 

It's  all  part  of  what  Dave  Marmonti,      find,  dig  up,  and  fix  cable  tuts,  a  process 


marketing   director  tor   AT&T  Data 
Networking  Solutions,  calls  the  "digital 
data  revolution."  "Twenty  years  ago,  when 
business  was  conducted  primarily  by  mail 
and  telephone,  electronic  data  communi- 
cations was  a  non-issue,"  he  says. 
"Today,  data  communications  is  at 
the  heart  of  all  ol  the  most  crit-  4%^?'-'^ 
ical  corporate  operations, 
everything  from  transactions 
processing  to  customer  relations." 

In  recognition  of  the  growing 
importance  of  data  communications  and 
the  role  that  advanced  data  networks 
increasingly  play  in  corporate  prof- 
itability, AT&T  has  launched  a  serie 
of  programs  designed  to  provide 
cost-effective  "Solution  Fit"  for  cus 
tomers'  data  demands.  Explains  Mr 
Marmonti,  "The  two  questions  that  cor- 
porate executives  need  to  ask  them-  ,'/ 
selves  are:  who  best  understands  my  // 
company's  needs,  and  who  can  provide 
the  best  solution.'  We  believe  the  answer 
in  both  cases  is  AT&T' 

A  PORTFOLIO  OF  DATA  SERVICES 

At  the  foundation  ut  AT&T's  data 
networking  solutions  is  the  FASTAR'' 
data  lifeline,  a  high-tech  quality-control 
mechanism  tor  minimizing  potentially 
costly  service  interruptions.  The  FAS- 
TAR system,  introduced  in  1992,  imme- 
diately senses  a  cable  cut  in  AT&T's 
telecommunications  network  and  auto- 
matically re-routes  transmissions  to 
another  part  of  the  system.  In  the  past, 
AT&T  service  crews  had  to  physically 


that  could  take  from  tour  to  24  hours. 
Now,  98%  of  the  fixes  occur  within 
less  than  two  minutes.  AT&T  Data 
Network  Services  has  been  recognized 
with  many  industry  awards  for  depend- 
ability and  design  expertise. 


Complementing  AT&T's  robust 
data  network  is  its  portfolio  ot  data  ser- 
vices, the  broadest  in  the  industry.  "If  the 
only  tool  you  have  is  a  hammer,  you  tend 
to  see  every  problem  as  a  nail,"  says  Mr. 
Marmonti.  That  philosophy  lets  AT&T 
to  create  a  rich  array  of  services  designed 
to  serve  a  variety  of  application  environ- 
ments. Hence,  in  contrast  to  the  one- 
size-fits-all  approach  that  many 
telecommunications  providers  offer, 
AT&T  can  supply  data  solutions  ranging 
from  frame  relay  and  ATM  to  high- 
speed private  lines  with  new  services 
being  added  on  a  regular  basis. 


But  not  all  companies  or  parts  of  a 
company  may  need  service  at  an  ATM 
level.  So,  to  help  customers  use  the  prop- 
er service  for  each  application,  AT&T 
has  developed  an  internetworking  phi- 
losophy. Today,  with  AT&T,  a  customer 
may  have  a  frame  relay  service  at  one 
point  and  ATM  service  at  another  point 
on  the  network.  "Our  goal  is  to  give  cus- 
tomers the  specific  solution  they  need 
and  not  force-tnt  them  into  boiler-plate 
solutions,"  says  Marmonti.  -With  this 
mix-and-match  capability,  AT&T's  tech- 
nical support  organization  is  able  to 
build  a  highly  reliable  and  properly 
scaled  network  for  its  customers.  "AT&T 
has  the  services,  the  design  expertise, 
and  the  necessary  support 
systems  to  make  our 
customers  success- 
^  \  tul,  which  in  turn 
makes  us  successful," 
says  Marmonti. 
A  COST-EFFECTIVE 
SOLUTION  FIT 
J^^^^^  Of  course,  all  tele- 

^^^^^^^k  communications  ser- 
vices,  at  their  core, 
are  rooted  in  the  peo- 
ple who  provide  them. 
That's  why  AT&T  consis- 
tently deploys  the  best  people  in  the 
industry  to  address  customers'  telecom- 
munications requirements.  AT&T  Labs' 
technical  staff  for  instance,  work  to 
solve  data  networking  problems  for 
which  no  current  solutions  will  suffice 
and,  even  more  commonly,  to  show  cus- 
tomers new  ways  of  configuring  existing 
services  to  better  meet  their  needs. 

The  result:  cost-effective  "Solution 
Fit"  that  improves  the  customers'  busi- 
ness processes  and  boosts  their  produc- 
tivity even  as  it  reduces  the  cost  of  data 
communications. 


Kevin  R.  Hopkins  is  Vice-President  for 
Communications  at  Inspired  Arts  Digital 
Media  Group  (www  inspiredarts  tum). 
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AT&T 

Data  Networking 


solutions 


u  getting  the  most  out  of  your  data  network?  The  AT&T  Data  Networking  Solutions  team  can  work  with  your 
:ialists  to  make  your  network  a  more  valuable  asset.  Our  technical  experts  are  trained  to  work  with  yours  to 
sight  into  your  specific  network  needs.  By  custom-fitting  technologies  and  increasing  your  network's  flexibility, 
am  can  help  you  better  manage  your  vital  data  to  do  things  like  streamline  business  processes  and  improve 
ler  service.  All  of  which  benefits  your  bottom  line.  To  learn  more  about  our  team  and  services,  visit  us  at 
itt.com/data  or  have  your  IT  team  call  us  at  I  800  248-3632.  It'll  be  worth  your  while. 
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if  life  came 

Career:  A+.  Family;  A+.  Friends:  A+.  All-around  your  life  is  pretty  good.  After  all,  you  pride  yourself  on  always  n^aking  educated  cho: 

with  a  report  card 

For  you,  there's  the  1998  Toyota  Camry.  An  available  194-hp  V6  enginef  Anti-lock  Brake  System!*And  a  quiet,  comfortable,  reinfoi 

'    you'd  be  bringing  home 

passenger  cabin.  So  by  owning  an  affordable  1998  Toyota  Camry  you  can  add  another  class  to  your  report  card  of  life.  Car:  A+. 

Straight  A's. 
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CAMRY 
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1  800-GO-TOYOTA  4- w  w  w.  t  o  y  o  t  a .  C  0  m 


'192  hp  when  equipped  with  California  emissions.  "ABS  0|;tional  on  Camry  CE  4-cylinder,  standard  on  all  other  models.  ©1997  Toyota  Motor  Sales,  U.S.A.,  Inc.  Buckle  Up!  Do  it  for  those  who  Ic 
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We  all  know  Martha 
Stewart  is  the  doy- 
\        \  enne  of  entertain- 
J^B|a\        \        \  ing  and  homemak- 

mKMmj  \  \  i^'^g-  How  could 
^^B^^  \        \  we  not?  There  is 

a  monthly  mag- 
azine, Martha 
Stewart  Living,  a 
syndicated  TV  show,  a  na- 
tional radio  program,  book 
publishing,  a  mail-order  busi- 
ness, a  branded  line  of  home 
products  (Hnens  with  Kmart 
Coip.  and  paint  with  Sheiwin- Williams  Co.),  and, 
of  course,  a  Web  site.  For  the  tools  around  the 
home,  she  is  the  world's  expert  on  everything 
from  the  best  food  processor  to  rose  clip- 
pei's.  But  Martha  Stewart  has  added  a 
new  set  of  power  tools  to  hei'  own  reper- 
toire for  success:  laptop  computers,  E 
mail,  digital  phones,  faxes,  a  handheld 
organizer,  even  a  heavy-duty  com- 
puter sei*ver. 

And  what  does  Stewart,  ceo  of 
Martha  Stewart  Living  Omnimedia, 
use  the  most?  E-mail  is  the  biggie. 
She  usually  checks  her  electronic  mes- 
sages at  night  before  bed,  and  then 
again  in  the  morning — typically  at  5 
a.m.,  before  heading  off  to  the  gym.  In 
her  main  residence  in  Connecticut,  she 
uses  a  Power  Mac  7300  from  Apple  Com- 
puter Inc.  for  writing  and  editing,  and  has  a 
PowerBook    or  IBM 
HEWLETT-PACKARD'S    ThinkPad  laptop  in 
ULTRATHiN  LAPTOP,      each  of  her  three 

DUE  NEXT  YEAR  ^^j^^^.  ^^^^^^ 

A  dition  to  the  one 
she  travels  with. 
She's  having  a  server  in- 
stalled in  her  main  home 
to  ran  her  PC,  phones, 
i   and  videoconferencing 
]^    -system.  (It's  discreetly 
^       tucked  away  in  the 
basement,  so  as 
not  to  be  an 
eyesore).  "I'm 
not  a  techie," 
says  Stewart. 
"I  like  tools 


that  make  a  job  easier,  just  Hke  I  like  cookin  Ofct 
tools  or  gardening  tools."  erig' 
Forget  the  status  symbols  of  the  past,  celluls  ey  ov 
phones  and  beepers.  The  power  tools  for  t(  uip-a 
day's  executive  on  the  move — whether  it  toiTX 
around  the  globe  or  up  the  laddei- — are  laptop  irp's 
handheld  organizers,  Internet  phones,  We  sierfc 
browsers,  and  digital  cameras.  Today,  there  ai  i  stoi 
plenty  of  gizmos  for  nearly  every  occupatio  s  fro: 
and  task:  the  superthin  laptop  with  all  the  bel 
and  whistles  for  the  sales  rep  on  the  go  70%  ( imput 
the  time,  or  the  digital  camera,  PC,  and  print(  jscac 
combo  for  the  inventive  real  estate  agent.  tu 


Smaller,  faster, 
ighter:  The  latest 
power  gizmos  th 
will  turbochargel 
the  mobile  exec 


MITSUBISHI'S 
INTERNET 
TELEPHONE 


Indeed,  for  the  executive  who  wants 
be  wired  at  all  hours  and  in  all  plac^ 
going  mobile  has  never  been  easier, 
day  laptop  computers  come  in  an  am£ 
ing  variety,  ranging  in  price  from  $2,000 
$7,000.  Spend  a  lot  of  time  dragging  your  gel 
through  airports?  You  can  pick  up  an  ultraligj 
machine  that's  just  over  thi'ee  pounds.  Or  mayf 
you  need  a  model  that  sports  a  projector  f| 
multimedia  presentations  on  the  fly. 

If  you  don't  want  to  lug  a  laptop,  let  youj 
fingers  work  a  new  bi'eed  of  wii"eless  phone 
that  includes  access  to  the  Web.  These 
new  "Net  phones"  are  not  designed  to  do 
away  with  laptop  PCs,  but  they  can  help  youj 
stay  connected,  as  well  as  make  phone  calj 
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age  your  calendar,  and  store  telephone 
bers. 

'  course,  mobile  executives  also  need 
right  tools  in  the  office — whether 
own  their  own  business  or  run 
p-and-coming  division  for  a  glob- 
rporation.  PC  makers,  with  Intel 
).'s  help,  are  spewing  out  ever  more 
?rful  computers,  such  as  the  latest  to 
itore  shelves:  300  Mhz  Pentium  II 
from  most  of  the  major  manufac- 
'S,  including  IBM,  Gateway  2000,  Dell 
puter,  and  Sony.  These  muscle-bound  ba- 
can  handle  complex  3-D  design  chores  that 
a  year  ago  required  powerful  workstations. 


THE  620LX  PDA 
FROM  HP 


on  the 

largest 

around 


Even  the  rising  business  executive 
who's  still  pinching  pennies  can  get 
wired  at  home.  This  hohday  sea- 
son, consumers  will  have  a  healthy 
selection  of  inexpensive  personal 
computers  from  brand-name  compa- 
nies. Compaq  Computer  Corp.  is  the 
sovereign  in  this  segment  with  its 
popular  $999  Presario  4505.  But  buy 
now.  Stores  could  run  out  this 
Christmas. 

With  a  PC  at  work,  at  home,  and 
road,  it's  time  to  tap  into  the  world's 
resource  for  what's  happening  all 
the  globe — the  Net.  But  where  to  go  to 


COOLTOOLS 


APPLE'S  20TH 
ANNIVERSARY 
MACINTOSH 


better  your  career,  get  some  travel  tips,  or 
improve  your  personal  finances  when  there  are 
thousands  of  Web  sites?  Fire  up  your  browser 
and  start  your  search  engine — we  have  some 
picks  for  you.  In  personal  finance  alone, 
there's  a  growing  crop  of  Web 
sites  where  you  can  track  your 
stock  portfolio,  manage  your  in- 
vestments, and  scope  out  that 
great  vacation  spot. 

So  which  high-tech  tool  is 
Martha  Stewart  most  excited 
about  these  days?  It's  her  Sony 
digital  camera.  She  uses  it  in  her 
television  studio  to  take  shots  of 
Martha  Steivart  Living.  The  pic- 
tures are  then  sent  to  New  York, 
where  they  are  put  on  her  Web 
site.  She  also  uses  the  camera  to 
take  snapshots  that  she  zaps  elec- 
tronically to  loved  ones. 
Even  if  you're  already  as  wired  as 
Stewart,  pore  over  the  business  week 
Buying  Guide.  It  offers  assessments  of  every- 
thing new,  from  laptop  PCs  to  Web  phones  to 
home  scanners.  So  power  on. 

By  Ira  Sager  and  Amy  Coriese  in  Neiv  York 
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Laptops 


LAPTOP 
LOWDOWN 


There's  a  model  for 
every  need  and 
taste-with  plenty 
of  action  at  both 
ends  of  the  market 

Advertising  executive 
Stephen  C.  Wakeen  loves 
his  laptop.  When  he's  in 
the  Manhattan  headquarters  of 
Emmerling  Post  Inc.,  where  he's 
executive  vice-president,  Wa- 
keen uses  his  Compaq  Amiada 
4140  in  place  of  a  desktop  com- 
puter. When  he  leaves  his  of- 
fice, he  slides  the  Armada,  a 
five-pound,  Iki-in.-thick  machine 
about  the  size  of  a  fat  composi- 
tion book,  out  of  a  base,  which 
includes  a  CD-ROM  drive,  and 
into  his  briefcase.  It's  not  the 
most  poweiful  computer  around, 
but  it  meets  his  needs.  "A  guy 
like  me  needs  functionality,  and 
I  need  to  be  able  to  depend  on 
it,"  says  Wakeen. 

Laptop  users,  like  laptops 
themselves,  come  in  many  vari- 
eties. Some,  like  Wakeen,  are 
happy  to  forgo  the  fastest 
processor  or  the  biggest  display 
to  get  a  versatile  machine.  0th- 
ei-  buyers — especially  those  who 
spend  a  lot  of  time  dragging 
(.(f-ar  through  airyjorts — want  the 
snialiest  and  lightest  laptop  they 
can  ,i;<'!-  away  with.  Still  others 
need  a  machine  with  all  the  fea- 
tures (.•;  .1  desktop  model,  but 
one  thai  ;(;esn't  take  up  so 
much  spa>  ■  .  '\nd  some  just 
want  the  best  ihey  can  get  for 
the  least  money.  Today's  laptops 
can  satisfy  any  need,  v/ith  solid 


offerings  at  prices  ranging  fi-om 
less  than  $2,000  to  nearly 
$7,000. 

Wakeen  was  a  pioneer  user 
of  "ultraportables."  In  1994,  he 
started  using  an  Apple  Macin- 
tosh DuoDock,  a  very  small 
notebook  that  could  connect  to  a 
"docking  station"  in  the  office 
that  included  more  storage  and 
network  connections.  He  went 
with  the  Armada  when  the 
agency  switched  to  Windows 
PCS  earlier  this  year.  Now,  peri- 
patetic executives  everywhere 
are  finding  that  ultraportables— 
PCS  weighing  five  pounds  or 
less— can  do  almost  anything 
larger  machines  can  do,  includ- 
ing, in  Wakeen's  case,  high-qual- 
ity presentations  for  clients. 

'  Until  very  recently,  design- 
ers of  ultraportables  had  to 
make  big  compromises  to  hit 
their  targets  for  size  and 
weight.  You  still  can't  get  all 
the  bells  and  whistles  of  an  8-lb. 
notebook  into  a  4-  or  5-lb.  unit: 
You  can  have  an  internal  floppy 
drive  or  cd-rom,  not  both. 
Processors  tend  to  be  slower 
and  battery  life  shorter  than  in 
bigger  packages. 

Because  manufacturers  have 
chosen  a  variety  of  ways  to 
cram  features  into  tiny  pack- 
ages, ultraportables  are  the 
most  diverse  class  of  laptops. 
With  the  Armada  4100  series 
(prices  r-anging  fi'om  $1,800  to 
$:i,100),  Compaq  Computer 
Coi-p.  took  a  modular  approach. 
The  basic  unit  has  a  12.1-in.  dis- 
play and  room  for  either  an  in- 
ternal battery  or  a  floppy  drive. 
A  screw-on  handle  doubles  as 
a  holder  for  the  batteries.  And 
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the  inch-think  "media  base," 
a  $400  option  that  attaches 
to  the  bottom  of  the  laptop, 
provides  the  cd-rom.  Unlike 
a  docking  station,  the  base 
can  be  carried  as  part  of  the 
laptop. 

Fujitsu  Ltd.  has  come 
up  with  its  own 
version  of  the  mod- 
ular   laptop  with 
the  $4,500  LifeBook 
J      675Tx.   The  unit 
weighs  5  lb.  and  mea- 
sui'es  just  1.5  inches  thick 
without  the  cd-rom  base 
and  features  a  fast  200- 
megahertz  Pentium. 
KEYBOARD  CLOUT.  Pushing 
the  ultraportable  concept  to 
the  extreme,  Toshiba  Corp. 
has  saciificed  an  internal  flop- 
py drive  on  its  Portege 

300CDT.  Without  its  CD-ROM 

base,  the  basic  machine 
weighs  just  3.8  lb.  Its  133- 
Mhz  Pentium  is  no  barn 
burner,  but  most  users  will 
find  it  adequate. 

When  IBM  introduced  the 
ThinkPad  560  last  year,  it 
created  a  new  class  of  ultra- 
portable — the  so-called  thin- 
wide.  The  result  is  a  machine 
with  a  12.1-in.  display  and  the 
full-size  keyboard  you  would 
expect  in  a  full-size  laptop, 
but  squeezed  into  a  package 
just  1.3  inches  thick  that's 
much  easier  to  slip  into  a 
briefcase.  What  seemed  revo- 
lutionary a  year  ago  is  now  a 
bit  dated:  Rival  machines 
from  NEC  Corp.,  Digital 
Equipment  Corp.,  and  others 
feature  bigger  displays  and 
internal  floppy  or  cd-rom 
drives.  But  the  560,  hke  all 
high-end  ThinkPads,  has  a 


terrific  keyboard  and  the 
easy-to-use  IBM  Ti'ackPoint 
pointing  device.  The  newest 
model,  the  560X,  has  a  su- 
perfast  233-Mhz  processor. 

The  NEC  Versa  5060X 
shows  where  the  next  gen- 
eration of  thin-wides  is  go- 
ing. Although  a  bit  thicker 
and  about  a  pound  heavier 
than  the  ThinkPad  560,  the 
Versa  features  a  13.3-in.  dis- 
play and  an  internal  cd-rom 
that  can  be  swapped  for  a 
floppy  without  rebooting  the 
computer.  Although  my  use 


there  are  Mitsubishi's  2.4-lb. 
Amity  CN  and  the  even 
smaller  Toshiba  Libretto. 

Your  choice  of  an  ultra- 
portable,  of  course,  must  be 
shaped  by  your  needs.  But 
of  all  the  machines  I  have 
traveled  with,  the  Toshiba 
Portege,  despite  a  slow 
processoi',  is  my  favorite  for 
lots  of  function  in  a  tiny 
package. 

Ti-aveling  light  is  easier  on 
your  back,  but  some  on-the- 
go  execs,  especially  those  us- 
ing video,  have  to  be  able  to 


The  good  news  is  that  a 
speedy  model  with  64  megs, 
a  3-Gb  drive,  and  weighing  in 
at  less  than  four  pounds 
runs  about  $2,400-half  what 
it  did  a  year  ago 


of  floppies  has  declined 
shaiply,  I  found  that  this  fea- 
ture can  add  significantly  to 
the  convenience  of  a  laptop. 

Ultraportability  comes  in 
many  sizes.  At  one  extreme 
is  Digital  Equipment's  $6,000 
HiNote  Ultra  2000,  which 
sports  a  massive  14.1-in.  dis- 
play in  a  1.4-in.-thick  pack- 
age. This  machine  would  be 
gi'eat  for  handling  big  spread- 
sheets. But  if  you  want  to 
travel  really  light  and  your 
needs  run  more  to  E-mail 
and  simple  word  processing. 


do  demanding  presentations 
under  sometimes  difficult 
conditions.  These  machines — 
we'll  call  them  presentation 
masters — have  the  fastest 
processors,  high-end  video 
circuitry,  and  top-quality  au- 
dio. They  carry  serious 
weight — up  to  8  lb. — and 
cost  serious  bucks.  But  if 
they  can  help  you  land  the 
big  contract,  they're  worth 
the  investment. 

One  of  the  hallmarks  of  a 
presentation  master  notebook 
is  flexibihty.  Do  you  need  to 


PORTABILITY  FIRST 

■HP' 

MODEL 

MICROPROCESSOR, 
BASE  MEMORY, 
&  DISK  DRIVE 

DISPLAY 

SIZE& 

TYPE 

WEIGHT 

PRICE 

THE 
SKINNY 

NEC  VERSA 

166  MMX,  16Mb 

in,  13.3  in. 

5.3  lb. 

$3,299 

Despite  ultrathin  design,  there's  room 

5060X 

3.2  Gb 

XGA 

for  an  internal  CD-ROM  or  floppy 

TOSHIBA 

133  MMX,  32  Mb 

TFT,  10.4  in. 

3.81b, 

$3,499 

Leave  the  CD-ROM  base  behind  and 

PORTEGE  300CT 

1,6  Gb 

1024  X  600 

you'll  hardly  know  you're  carrying  it 

IBM 

233  MMX,  32  Mb 

TFT,  12.1  in. 

4.1  lb. 

$4,199 

Ease  of  use  makes  up  for  lack  of 

THINKPAD  560X 

4  Gb 

SVGA 

;  a  CD-ROM 

MITSUBISHI  133,  16  Mb 
AMITY  CN  1.2  Gb 


DSTN,  2.41b.  $1,999  You  can't  get  much  more  portable 
VGA  than  this  tiny  wonder 
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show  your  PowerPoint  slides 
on  a  big-screen  TV?  No  prob- 
lem. These  notebooks  offer 
standard  television  output, 
and  they'll  attach  easily  to 
any  video  projector  or  moni- 
tor Big,  blight  displays  make 
it  easy  to  do  a  presentation 
for  a  small  gi'oup  right  on  the 
laptop.  And  these  machines 
have  the  horsepower  and 
monster-  hard  drives  that  are 
required  for  serious  multime- 
dia work,  including  video 
editing. 

CREAM  OF  THE  CREAM.  No 

surpi-ise,  presentation  ma- 
chines are  the  models  that 
get  first  crack  at  the  newest 
notebook  technologies.  All 
current  models  feature  the 
fastest  chij)  Intel  makes  for 
mobile  computers,  the  233- 
Mhz  MMX  Pentium.  They  all 
sport  two  chive  bays  that  can 
be  loaded  with  any  combina- 


It  sounds  like  heresy,  but 
brand  names  don't  count  for 
everything.  Key  in  on  features 


tion  of  batteries,  extra  hard 
drives,  floppies,  or  cd-roms. 
They  also  are  ready  for  high- 
capacity  DVD  video  drives 
when  mobile  units  become 
available  later  this  fall. 

If  you  want  to  do  the  very 
best  presentations  right  on 
your  notebook,  the  IBM 
ThinkPad  770  is  the  machine 
of  choice.  Its  stunning  14.1-in. 
active-matrix    display  ap- 


proaches a  17-in.  monitor  in 
its  ability  to  display  informa- 
tion. The  1,024  by"  768  pixel 
resolution  can  put  far  more 
information  on  a  screen  than 
the  800  by  600  pixel  displays 
found  on  many  models  that 
are  less  expensive.  The 
ThinkPad  also  includes  hard- 
ware support  for  the  play- 
back of  high-quality  MPEG-2 
vidt^u. 


m 

The  Toshiba  Tecra  750cdt 
comes  with  a  smaller,  13.1- 
in.  display  but  a  host  of  ad- 
vanced video  features.  Its 
most  unusual  feature  is  a 
miniature  video  camera  that 
clips  to  the  case  and  attaches 
through  a  special  PC  card. 
With  Intel  Video  Phone  soft- 
ware and  a  built-in  K56flex 
modem,  the  Tecra  is  ready  to 
host  a  videoconference  any- 
where you  have  access  to  a 
phone  line.  Don't  expect  TV 
quality,  but  the  videoconfer- 
encing setup  is  good  enough 
to  enhance  a  business  meet- 
ing significantly. 

The  ThinkPad  770  and 
Tecra  750  are  both  very  im- 
pressive machines,  but  the 
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MODEL 

MICROPROCESSOR. 

DISPUY 

WEIGHT 

PRICE 

THE  SKIHNY 

BASE  MEMORY. 

SIZE& 

&  DISK  DRIVE 

TYPE 

APPLE 

250  Mhz 

TR,  12.1  in. 

7.1  lb. 

$5,699 

The  speedy  answer  for  mobile  Mac 

POWERBOOK  G3 

PowerPC  G3, 

SVGA 

users 

32  Mb,  5  Mb 

233  MMX, 

TFT,  12.1  in. 

7.9  lb. 

$3,849 

Fans  of  Compaq  computers  will  like 

'y^m  7770DMT 

32Mb,  3  Gb 

XGA 

today's  power  in  a  traditional  design 

D£Lt. 

233  MMX, 

TFT,  13.3  in. 

6.9  lb. 

$3,799 

A  big  display  and  low  price  are  a 

msfiri  mm 

32Mb,  2.1  Gb 

XGA 

winning  combination 

MICRON 

233  MMX, 

TFT,  13.3  in. 

7.2  lb. 

$4,499 

Superfast,  lots  of  memory,  and 

TRANSPORT  XK£ 

48  Mb,  3  Gb 

XGA 

advanced  video  as  a  bonus 

NO  COMPROMISE 

Adman  Stephen 
Wakeen  uses  his 
Ai-mada4140  just 
he  would  a  deskto 

IBM  wins  my  vote 
its  huge  display  and 
cellent  ergonomics. 

If  you're  not  a  ] 
son  who  needs  to  vc. 
great  presentation 
over  the  globe,  you 
still  need   a  top 
notebook.  Scientists, 
^      gineers,  and  finaiiS 
^fl  analysts  need  all 
number-crunching  \m 
er  they  can  get — w^.r 
ever  they  go. 

Take  medical 
searcher  Dr.  Robert 
Ti-elstad.  When  he  p. 
down  at  a  desktop 
the  office,  it's  a  high-si)(>i 
PC  or  a  Silicon  Grap; 
workstation.  Of  course 
wants  a  fast  laptop,  too. 
choice:  an  Apple  Power 
3400c.  "My  entire  life 
that  PowerBook,"  says 
stad,  chairman  of  pathoj 
and  laboratory  medicinjie 
the  Robert  Wood  Joh 
Medical    School  in 
Brunswick,  N.J.  Tha 
eludes  10  years  of  E 
and  seven  medical  textb 
"My  office  is  with  me 
ever  I  go.  It's  tremend 
empowering." 
BEEFY  NOTEBOOKS, 
newest  PowerBook,  th 
with  a  250-Mhz  Pow 
processor,  is  probably 
speediest  laptop  on  the 
ket.  Close  behind  are  laj 
that  use  a  233-Mhz  ve 
of   Intel's    MMX  Pent 
That's  significantly  sT 
than  the  300-Mhz  Pentiu 
that  tops  the  desktop  s 
chart,  but  plenty  fasi 
most  purposes.  To  get 
most  out  of  it,  you'll 
want  at  least  32  Mb  of  i 
ory,  and  more  is  bette 
pecially  if  you  want  tc^ 
Windows  NT  for  gi'eateist: 
bility  or  more  security.^ 
to  keep  everything  mcii 
along  bi'iskly,  you'll  ntd 
big,  fast  hard  drive. 
Most  laptop  makerffii 
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It's  more  fun  with  a  Lexmark. 


No  matter  what  you  print  from  your  home  office,  you'll  want  to  do  it  with 
a  Lexmark. 

Our  new  Lexmark  7200  color  printer,  with  Lexmark  EX2  Technology^ 
meets  even  your  toughest  customers'  needs  with  laser-quality  text  and 
photo-realistic  images,  even  on  plain  paper.  So  you  produce  eye-popping 
charts,  spreadsheets  and  sales  brochures,  all  printed  faster  than  you 
could  imagine. 

It  makes  sense.  All  we  make  is  printers,  so  all  we  think  about  is  how 
to  make  them  more  productive  (and  more  fun  to  use). 

Call  us  at  1-800-539-6275,  or  visit  us  at  www.lexmark.com  and 


find  out  how  a  Lexmark  can 
help  you  make  it  big.  ' 


Lexmark 


J  lexmark  International.  Inc  All  nglits  reserved  Lexmark  and  Lexmark  witli  diamond  design  are  trademarks  ol  Lexmark  International,  Inc ,  registered  in  the  United  States  and/or  other  counlries  Lexmark  [X2  Technology  is  a  trademark  ol  Lexmark  International,  Inc 

'  For  olticial  contest  rules,  visit  our  website  or  call  t-606-232-2380  and  request  documem  number  0905, 


jumj^ing  into  the  peifomnance 
market,  and  the  machines 
tend  to  be  similar.  Basic  fea- 
tures are  a  233-Mhz  proces- 
sor, 32  Mb  of  RAM,  a  13.3-in. 
display,  and  a  hard  drive  of  4 
Gb  or  so.  The  designs  boast 
either  two  bays  that  can  take 
any  combination  of  floppy 
drives,  cu-koms,  and  batter- 
ies, or  a  removable  battery 
and  a  single  bay  usually  filled 
by  either  a  floppy  or  cd-rom 
drive.  The  new  Hewlett- 
Packard  OmniBook  3000,  at 
$4,799,  is  a  good  example  of 
the  one-bay  design. 

Direct  sellers  Dell  Com- 
puter Coip.  and  Micron  Coip. 
have  tweaked  their  notebooks 
lately  for  better  perfonnance. 
The  Micron  Transport  xke  of- 
fers advanced  video  features, 
including  the  ability  to  con- 
nect to  a  TV,  that  could  easily 
put  it  into  the  presentation 
class.  Dell's  Inspiron  3000  of- 
fers a  lot  of  power  at  a  very 
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pie,  getting  a  Dell  Inspiron 
with  a  12.1-in.  display  and  a 
200-Mhz  processor  takes  the 
price  down  to  $3,199,  a  $700 
savings. 

That's  still  too  much  for  a 
lot  of  buyers.  Russell  Ander- 
son, a  doctoral  candidate  in 
history  at  Cambridge  Uni- 
versity, pined  for  a  perfor- 
mance laptop — one  that  had 
the  fastest  processor,  64  Mb 
of  memoiy,  a  3-Gb  hard  drive 
and  weighed  less  than  4  lb. 
Only,  his  budget  topped  out 
at  $2,500.  So  he  compromised. 
Now,  he's  writing  his  disser- 
tation on  a  $2,400  Acer  Ex- 
tensa 610CDT  that  uses  a  150- 
Mhz  Pentium,  comes  with  a 
1.4-Gb  disk  chive,  and  weighs 
6.4  lb. 

The  Extensa  may  not  be 
a  dream  machine,  but  that's  a 
very  solid  computer — and  an 
indication  of  how  drastically 
prices  have  tumbled.  Only  a 
year  ago,  a  notebook  with  the 


IT 


INSPIRON  3000:  A  230 
MHZ  SCREAMER  WITH  AN 
EYE-POPPING  DISPLAY 

However,  there's  a  good  rea- 
son: Nearly  every  manufac- 
turer offers  a  "value"  line, 
and  there's  more  similarity 
than  difference  between  the 
basic  designs.  (Most  of  these 
units  are  built  under  contract 
in  Asia,  and  some  companies 
do  little  more  than  slap  their 
brand  on  an  off-the-shelf 
unit.) 

Tlie  tyi)ical  value  laptop  of- 


PRESENTATION  MASTERS 


MODEL 

TOSHIBA 
TECRA  750CDT 

GATEWAY 
2000  SOLO  91 OOXL  5  Gb 


MICROPROCESSOR. 
BASE  MEMORY 
&  DISK  DRIVE 


DISPLAY 
SIZE  & 
TYPE 


WEIGHT  PRICE 


THE 
SKINNY 


233  MMX,  32  IVib  TFT,  13.3  in.  8  lb. 
4.77  Gb  XGA 


$5,149   Advanced  video  features  include  a 
tiny  clip-on  camera 


233  MMX,  64  Mb    TFT,  13.3  in.  8.6  lb.   $5,299    Presentation  capabilities  match  more 


XGA 


expensive  units 


IBM  233  MMX,  32Mb    TFT,  14.1in.  7.8  lb.   $6,799   The  best  display  and  keyboard 

THINKPAD  770      5.1  Gb 


attractive  pi-ice.  Tliis  233-Mhz 
notebook  featLU'es  a  13.3-in. 
display  and  32  Mb  of  ram  for 
less  than  $4,000.  The  2.1-Gb 
hard  drive  is  somewhat  on 
the  small  size,  but  you  can 
ordei'  a  4-(Jb  disk  for  an  ad- 
ditional $350. 

BIG  SAVINGS.  If  you  need  a 
good  worklnirse  but  don't 
want  to  ]iay  \'or  a  top-of-the- 
line  machine,  you  can  find  lots 
of  laptnjjs  in  the  $2,500-to- 
$3,500  range  by  stepping 
down  to  a  200-Mhz  or  slower 
processor.  All  current-pro- 
duction notebooks  use  jjroces- 
sors  running  at  133  Mhz  or 
more  and  all  are  of  the  newer 
and  faster  mmx  design.  Go- 
ing for  a  12.1  ill.  rather  than 
a  13.3-in.  displfc  ;  can  also  pro- 
duce big  savinj.  ^.  For  exam- 


Extensa's  specs  cost  $5,000 
or  more,  and  anything  sell- 
ing foi-  $2,500  or  less  was  in 
all  probability  about  to  be 
discontinued. 

For  those  on  a  tighter 
budget,  there  are  lots  of  lap- 
tops in  the  $l,500-to-$2,500 
range  tliis  season,  ibm,  for  ex- 
ample, has  added  its  first  sub- 
$2,000  model,  the  ThinkPad 
•iKiiOD,  that  features  a  133- 
Mhz  MMX  Pentium,  16  Mb  of 
RAM,  a  12.1-in.  display,  and  a 
built-in  CD-ROM. 

The  trick  when  shopping 
in  this  price  class  is  to  focus 
on  key  features,  such  as  size 
and  tiuality  of  screen  rather 
than  brand  names.  That  may 
sound  like  the  opposite  of 
everything  you've  heard 
about  shopping  for  a  PC. 


fers  both  a  cd-rom  and  floppy 
built  in.  While  less  flexible 
than  the  moi-e  expensive 
notebooks,  this  arrangement 
can  actually  be  more  conve- 
nient. Processors  are  mmx 
Pentiums  ranging  from  133 
to  166  Mhz.  Hard  drives  are 
generally  1.5  to  2  Gb.  To 
keep  posted  prices  as  low  as 
possible,  most  come  with  16 
Mb  of  memory  standard.  I 
strongly  advise  an  upgrade 
to  32  Mb,  at  a  cost  of  $200  to 
$300,  especially  if  you  will  be 
running  a  big  suite  of  work 
software,  such  as  Microsoft 
Office.  And  except  for  IBM 
and  Toshiba  laptops,  which 
use  pointing  sticks,  nearly  all 
use  touchpad  devices. 

The  biggest  differences 
among  these  notebooks  are 


the  displays.  Most  come  tti 
12.1-in.  displays  with  80C)y 
600  pixels,  though  a  fewj 
11.3-in.  models.  At  the  $]ift 
end  of  the  price  range, 
screens  use  dual-scan  o 
passive-matrix,  techno  g 
while  the  moi-e  expenv 
machines  incorporate  ad^g 
matrix,  or  thin-film  transft 
(TFT),  displays.  i 

Although  passive-mffi 
displays  have  improved, •> 
remains  clearly  superior.^ 
most  significant  different 
that  passive-matrix  disf 
don't  handle  rapid  mc 
very  well,  meaning  your 
sor  can  suddenly  disap 
for  a  moment.  Other  s 
being  equal,  a  tft  display 
add  $300  to  $500  to  the'] 
of  a  laptop.  This  is  a  tra 
buyers  have  to  decid 
based  on  individual  pr 
ences  and  type  of  use 
sive-matrix,  for  examp' 
fine  for  spreadsheets,  bu 
ful  for  games. 

Here  are  a  few  thind 
look  out  for  when  shop] 
for  value  notebooks.  Bi 
sure  the  unit  comes  wit 
least  256  kilobytes  of 
ondaiy  (or  L2)  cache  mei 
Skimping  on  this  ultr 
memory  is  a  way  for 
manufacturer  to  save  a  ti 
bucks,  but  at  a  signif  p 
cost  in  performance. 
NO  SECOND  CHANCE.  ID 
make  sure  you  are  gettb 
Mb  of  video  RAM;  some  B 
els  use  just  1  Mb,  whichp 
its  your  ability  to  dispk|i 
colors.  Remember,  you 
upgrade  laptop  cache  or 
RAM,  SO  get  it  when  you 

No  matter  what  your 
puting  budget  and  ni 
there's  bound  to  be  a  k 
that's  right  for  you.  De 
the  growing  similariti 
models,  especially  in  th(, 
ue  lines,  there's  still 
more  variety  among  lajj 
than  in  desktop  compip 
So  careful  shopping  is  i'  ( 
der.  But  take  your  timea 
you  likely  will  be  rewarfei 

By  Stephen  H.  Wilchk 
with  Neil  Givss  jj^ 

For  more  information,  visit 
www.maven.businessweek.co 
or  on  AOL,  keyword:  Maven 
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How  can  you  keep  up  with 

the  competition  if  your  modem 

can't  keep  up  with  the  Internet? 

When  you're  downloading  a  Web  site  as  rich  and  interactive  as  Patlifindercom,  you'll 
want  a  fast  U.S.  Robotics"  56K'  modem  with  x2'"  technology  just  to  keep  up  with  it  all. 

The  fastest  modem  we've  ever  created  for  use  over  regular  phone  lines,  x2  technology 
lets  you  get  the  most  out  of  the  Internet  -  quickly  More  than  1,000  Internet  providers 
worldwide,  including  IBM  Global  Services  and  NETCOM,  offer  live  x2  service  right  now,  so 
you  can  start  using  it  today'  We'll  even  guarantee  a  free  upgrade  to  ensure  your  modem 
meets  the  international  56K  standard  when  it's  established  (expected  in  1998).' 

For  more  information,  call  1-800-525-USR1  or  visit  www.3com.com/x2power  to  find 
a  provider  near  you  that  offers  live  x2  service  today  Even  better  if  you  buy  d  U.S.  Robotics 
56K  modem  right  now,  you'll  get  $50  cash  back  by  mail.'' 

Unlock  the  true  power  of  the  Internet  with  the  #1  selling  56K  modem  in  the  world. 
And  stay  ahead  of  the  game. 


EXECUTIVE     POWER  TOOLS 


W  i  r  e  i  e  s  s 


LOST  IN  THE 
PHONE  ZONE? 


Cellular,  PCS,  dual 
mode-here's  a  guide 
through  the  maze  of 
what's  hyped,  hip,  or 
just  right  for  you 

Russell  Simmons' 
phone  is  more 
than  just  a 
phone — for  him,  it's  a 
statement.  The  40-year-old 
entrepreneui"  was  just  offered 
a  six-figure  endorsement  con- 
tract from  a  cellular  tele- 
phone maker  because,  as 
founder  of  Def  Jam  Record- 
ings and  Def  Pictures,  he's 
frequently  photographed  on 
a  call.  But  he  plans  to  stick 
with  Motorola  Inc.'s  StarxAC, 
even  though  he  gets  no  mon- 
ey from  the  company.  "Why 
would  I  want  to  change  to 
another  phone?"  he  asks.  "All 
my  friends  have  StaiTACs.  I 
gave  one  to  Tommy  Hilfiger 
as  a  gift.  I  gave  one  to  War- 
ren Beatty.  This  is  the 
hottest  phone  out  there." 

Take  it  from  Simmons: 
Style  counts.  But  it's  only  one 
of  many  reasons  that  people 
buy  a  mobile  phone.  As  the 


number  of  wireless  phone 
users  has  boomed  to  51  mil- 
hon  in  the  U.  S.,  so,  too,  have 
the  ty]3es  of  models.  You  can 
get  a  phone  loaded  with  fea- 
tures like  Caller  id,  voice 


mail,  even  pag- 
ing. Or  you  can 
get  a  plain  old  brick- 
like phone  for  nothing 
if  you  sign  up  for  a  year  of 
service.  If  your  heart  desii'es, 
you  can  even  get  a  bright  red 
handset  that  plays  "Jingle 
Bells"  when  you  get  a  call. 

But  to  buy  the  right 
phone,  you  need  a  little  back- 
gi'ound  on  the  kinds  of  ser- 
vices that  come  with  your 
purchase.  Most  important  is 


the  distinction  between  cel- 
lular and  what's  called  pes, 
or  personal  communications 
services.  Both  transmit  sig- 
nals over  radio  waves,  but 


WIRELESS  PHONES  TO  FIT  EVERY  POCKE 


MODEL 

MOTOROLA 

Q  fHm 

NOKIA  23. 


PRICE 

$450-$l,200 
$550 

$300 


THE  SKINNY 


Still  the  coolest  of  the  cool.  This  sleek  phone,  smaller  than  a  pack 
of  cigarettes,  is  the  choice  for  actors,  models,  and  wannabes. 

Its  StarTAC-like  clamshell  design  prompted  a  Motorola  lawsuit,  but 
the  Q  loses  style  points  for  its  bulk.  It  has  the  features  edge, 
though,  with  Caller  ID,  paging,  and  short-messaging  capabilities. 

One  of  many  basic  analog  phones  that  work  well  and  cost  nothing 
if  you  sign  up  for  a  year  of  wireless  service.  Similar  phones  are 
available  from  Ericsson,  Motorola,  Sony,  and  others. 


there's  a  key  difference 
lular  has  been  around  fo 
while,  so  most  systems 
analog  technology.  The 
systems  have  been  built 
the  past  couple  of  years 
they  use  higher-capacity 
ital  technology. 
COUNTRY  COUSINS.  And  t 
brings  trade-offs.  PCS  is 
clear  choice  for  gadget 
who  want  the  latest  featu 
such  as  Caller  id,  paging, 
25  different  phone  rings, 
service  also  tends  to 
cheaper,  especially  for  he 
users.  Sprint  Corp.,  for 
ample,  offers  600  minute 
month  for  as  low  as 
wliile  a  similar  number  of 
lular  minutes  can  easily 
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^any  cellular  providers 
lat  their  systems  are 
converted  to  digital, 
vith  few  exceptions, 
wishful  marketing. 
11,  cellular  has  a  clear 
:age  in  one  area:  cov- 
Cellular  systems  blan- 
ich  of  the  U.  S.  PCS  op- 
's have  built  decent 
systems,  but  they  still 
;aps  outside  major  met- 
:an  areas.  If  you're  a 
)an  soccer  mom  or  an 
Live  who  commutes 
:he  'burbs  and  simply 

I  reliable  phone  without 
bells  and  whistles,  cell 

3  are  your  best  bet. 
lular  phones  are  also 
ket  for  those  who  don't 
,0  spend  much  up  front, 
sign  up  for  a  year  or 
of  service,  cellular 
lers  will  knock  some 
ff  the  price  of  a  phone, 
means  there's  a  good 
!  you  won't  pay  a  dime 
decent  model.  Phones 
mnd  up  coming  free 
a  service  contract  in- 
:he  Nokia  232  and  mod- 
)m  Ericsson,  Motorola, 
3ny. 

■  now,  cellular  also  is 
)  choice.  Example  No.  1 
mons'  StarTAC.  Slightly 
r  than  a  cigarette  pack 
mere  3.1  ounces,  the 
opens  like  a  clam  shell 
an  electronics  wonder 
than  that,  it  has  Space 
tyle  that  helps  it  com- 
prices  as  high  as 
).  That  has  attracted 
kes  of  actress  Farrah 
ett,  musician  Herbie 
)ck,  and  model  Cindy 
brd.  "I  like  it  because  it 

II  kinds  of  neat  fea- 
— and  it  can  also  be 
IS  a  toaster  oven,"  says 
DeGeneres. 

11,  maybe  not  a  toaster 

But  the  StarTAC  does 
you  to  switch  between 

two  telephone  num- 
-say,  one  in  New  York 
ne  in  Los  Angeles — so 
et  calls  on  a  local  num- 

each  city  and  don't  pay 
ng  charges.  It's  also  a 

memory  aid:  It  can 
99  phone  numbers  that 
in  call  at  the  touch  of  a 
a. 

i  only  phone  that  gives 
5tarTAC  a  run  for  its 
y  is  the  Ericsson  738,  a 


gently  curved  4.2-inch  phone 
introduced  last  year  by  Swe- 
den's L.  M.  Ericsson.  Even  at 
$550,  retailers  have  had  a 
hard  time  keeping  the  sleek 
phone  in  stock. 
HANDY  DIRECTORY.  But  if  you 
want  all  the  latest  features, 
you  need  to  sacrifice  some  of 
the  looks.  The  best  compro- 
mise is  the  Q  phone,  intro- 
duced earUer  this  year  by 
Qualcomm  Inc.  At  $550,  the 
PCS  phone  is  packed  with  ex- 
tras, including  Caller  id,  pag- 
ing, and  short  messaging  ca- 
pabihties.  Particularly  useful 
is  a  telephone  directory  that 


can  store  99  numbers  and 
that  can  be  searched  alpha- 
betically. That  doesn't  mean 
the  Q  phone  would  lose  a 
beauty  pageant.  It  looks 
enough  hke  the  StaiTAC  that 
Motorola  sued  Qualcomm  for 
infringement  (the  lawsuit  is 
pending),  but  it  still  doesn't 
have  the  design  genius  of  the 
Motorola  phone. 

Look  for  better  PCS  phones 
in  the  future  as  digital  ser- 
vice becomes  more  popular 
in  the  U.  S.  Ericsson  plans  to 
introduce  its  $500  CF788  in 
late  November,  just  in  time 
for  the  holiday  season. 


GAB  GEAR 

The  weapon  of  choice 
for  Def  Jam's  Russell 
Simmons  is  a  StarTAC 

If  you're  torn  between  cel- 
lular and  PCS,  don't  fret. 
Manufacturers  are  coming 
out  with  "dual  mode"  phones 
that  can  handle  both  ser- 
vices. These  phones — from 
Qualcomm,  Motorola,  and 
others — are  best  for  execu- 
tives who  want  PCS  features 
but  need  coverage  in  remote 
regions,  too.  The  downside  is 
that  the  dual-mode  phones 
cost  $200  to  $500,  some  $50 
more  than  their  single-mode 
counterparts. 

As  for  how  much  style  you 
want  to  pay  for,  each  buyer 
must  follow  their  taste.  If 
you  want  to  be  in  the  com- 
pany of  actors,  models,  and 
Russell  Simmons,  you'll  have 
to  shell  out  several  hundred 
dollars  for  a  StaiTAC  or  a  Q 
phone.  Just  don't  expect  an 
endorsement  contract  to 
come  with  it. 

By  Peter  Elstrorn 
in  New  York 

For  more  information,  visit  BW 
Online  at  www.businessweek.com 
or  on  AOL  at  keyword:  BW 


DIALING  INTO  THE  WIRED  WORLD 
-FROM  ANYWHERE 


If  you  like  the  new 
cordless  "Net 
phones,"  just  wait 
till  next  year 

As  Peter  Nieh  cruised 
through  San  Francis- 
co in  a  taxi  on  Oct. 
27,  he  knew  the  stock  mar- 
ket was  melting.  Using  a 
new  breed  of  wireless  phone 
that  can  browse  Web  sites, 
he  repeatedly  checked  the 
latest  damage  to  his  portfo- 
lio. At  one  point,  the  part- 
ner in  Weiss  Peck  &  Greer 
LLP's  venture-capital  arm 
muttered  that  the  Dow 
Jones  industrial  average  was 


down  300  points.  His  cab  dri 
ver  spun  around.  "How 
can  you  possibly  know 
all  that?"  he  asked. 

Soon,  tapping  int( 
the  Net  from  any- 
where won't  spark 
such  surprise,  at&t, 
Nokia,  and  others  are 
pushing  new  "Net 
phones"  that  help 
you  stay  dialed 
into  the  wired 
world  as  well  as 
make  phone  calls, 
manage  yoiu'  calen- 
dar, and  store  telephone 
numbers.  Among  the  early 
entries,  the  most  promising 
are  the  Nokia  9000i  Commu- 
nicator and  two  telephones 


NOKIA  90001: 
SOME  GOOD 
FEATURES,  BUT 
A  BIT  TUBBY 


developed  in  conjunc- 
tion with  AT&T,  Sam- 
sung Group's  Duette 
and  Mitsubishi  Elec- 
tric Corp.'s  Mobile- 
Access. 

WEB  WARRIORS.  The 

Samsung  and  Mit- 
subishi phones  are  the 
best  choices  for  non- 
techies.  They're 
easy  to  use,  cost 
$300,  and  give  you 
access  to  informa- 
tion from  22  Web 
sites.  The  phones 
hook  into  the  Net  through 
AT&T's  PocketNet  service, 
which  costs  .$30  a  month  on 
top  of  the  regular  wireless 
phone  charges.  PocketNet 


EXECUTIVE  POWER 

TOOLS  ^ 

1                                W  1  re  1  e  s 

1 

can't  handle  all  Web  sites, 
but  you  can  access  quotes 
from  Bloomberg  Online, 
flight  arrival  times  from 
Ti-avelocity,  news  headlines 
from  ABCNews.com,  and 
sports  scores  from  espn 
SportsZone. 

SLOW  HOPPER.  Why  is  Pocket- 
Net  limiteii?  Sites  that  par- 
ticipate must  include  a  par- 
ticulai-  programming  language 
called  Handheld  Device 
Mark-up  Language  (hdml)  so 
theii"  content  can  be  displayed 
on  a  screen  that's  half  the 
size  of  a  credit  card.  Often, 
that  means  stripping  out 
space-hogging  gi-aphics.  at&t, 
though,  plans  to  add  20  moi'e 
sites  to  its  seivice  in  the  ne>ct 
year 

The  Nokia  90001  is  more 
ambitious  right  out  of  the 
chute.  With  a  screen  that's 


four  times  as  large  as  the 
PocketNet  phones,  it  lets  you 
roam  the  Web  at  will.  Just 
punch  in  the  connect  address 
and — voilal 

Still,  there  are  drawbacks. 
The  Nokia  90001  costs  $1,000, 
and,  weighing  in  at  nearly  14 
ounces,  the  "brick"  doesn't  fit 
comfortably  in  a  suit-jacket 


pocket  or  a  small  piu-se.  Plus, 
even  the  high-powered  Nokia 
can  be  a  sluggish  hopper 
from  Web  site  to  Web  site 
because  its  connection  speed 
is  a  pokey  9.6  kilobits  per 
second. 

The  choice  really  isn't  be- 
tween Nokia's  phone  or  a 
PocketNet  phone,  anyway. 


It's  between  the  current 'm 
phones  and  those  that 
come  out  in  the  next 
or  so.  Unless  you  absolu 
need  the  latest  tech  gac 
like  Nieh,  wait  a  year, 
you'll  get  a  better  Net  p 
for  less  money. 

By  Peter  Elsi 
in  New 


CALLING  ALL  WEB  SITES 


MODEL 

NOKIA 
SOOOi 

SAMSUNG 
OUEnE 

MITSUBISHI 
MOBILEACCESS 


PRICE 


THE  SKINNY 


$1,000  The  phone  of  the  future  at  a  high  price.  It  integrates  Web  browsing  with 
phone,  organizer,  fax  capabiNties. 

$300  A  rough,  early  version  of  the  cell  phone  and  Internet  convergence.  Provides 
access  to  useful  Web  sites  such  as  ESPN  and  Bloomberg  Online- 
but  it's  bulky. 

$300  Like  the  Duette  marketed  through  AT&T  Wireless.  Similar  useful  capabilitle 
but  in  a  slightly  bulkier  form. 


PAGERS  AREN'T  JUST  FOR 
PAGING  ANYMORE 


Messages,  faxes, 
two-way  service-all 
in  all,  an  electronic 
Swiss  Army  knife 

Dave  Farber  was  in  a 
jam.  His  plane  had 
just  pulled  away  ft'om 
its  gate  in  Denver  when  a 
mechanical  problem  caused  a 
delay.  In  the  meantime,  a 


friend  was  getting  ready  to 
leave  liis  office  to  pick  Far'ber 
up  in  San  Jose,  Calif.  How 
could  Farber,  a  telecommuni- 
cations professor  at  the  Uni- 
versity of  Pennsylvania,  keep 
his  pal  fi-om  showing  up  ear- 
ly? From  the  tarmac,  Farber 
simply  sent  a  message  from 
his  pager  to  his  friend's  E- 
mail  address  and  got  a  reply 
back  that  his  buddy  would 
wait   before   heading  out. 


Twenty  minutes  later,  Farber 
sent  another  note  that  the 
plane  was  taking  off.  "It  al- 
lowed me  to  interact  even 
from  the  plane,"  Farber  said. 

Pagers  are  becom- 
ing the  must- 
have  communi- 
cations tool  for 
executives  on 
the  go.  Instead 
of  only  receiving 
messages,  a  new 
breed  of  "inter- 
active" pagers 
can  also  trans- 
mit short  text 
messages  to  oth- 
er pagers,  E- 
mail  addresses, 
faxes,  and  even, 
via  computerized 


INTER@CTIVE  PAGER 
ITS  KEYBOARD 
MAKES  WRITING 
NOTES  EASY 


PACERS  GO  INTERACTIVE 


MODEL 

WIRELESS  ACCESS 
ACCESSLINK 


RESEARCH  IN  MOTION 
INTER@CTIVE  PAGER 


mmouk 
pmmnm  2000 


PRICE 


MONTHLY 
SERVICE  FEE 


$322  $24.95 


$650  $29.95 


$399  $24.95 


THE  SKINNY 

It's  as  small  as  a  one-way  pager,  but  it  has  a  screen 
that  receives  E-mail  and  news.  Best  choice  for  short 
messaging,  though  typing  E-mail  is  a  hassle. 

The  QWERTY  keyboard  makes  typing  short  messages 
easy,  and  notes  can  be  sent  to  Net  addresses,  pagers, 
telephones,  or  faxes.  Yet  it's  pricey  and  bulky. 

The  lightest,  smallest,  cheapest  interactive  pager 
with  a  full  QWERTY  keyboard.  But  those  with  fat 
fingers  might  prefer  the  lnter@ctive  pager. 


voices,  to  telephones, 
two-way  devices  let 
know  whether  a  message 
sent  was  received.  And 
days,  they  also  double  a| 
ternet  devices,  scool 
up  stock  quotes  andp 
er  data  off  the  \%1 
Wide  Web.  |' 
NEWS  SCOOPS.  Tills 
features,  howie 
don't  come  cl 
Two-way 
cost  $322 
$700, 

makes  the: 
expensive 
most  m 
t  e  1  e  p  h  0  n 
they  run 
to  $600  if 
don't  sign  i;  :g 
an  extended  sei-viee  coni 
But  monthly  paging  fee  a 
not  so  bad — as  low' ; 
$24.95— and  the  up-front  o; 
can  be  broken  up  into  m  tl 
ly  payments.  That  mak(  ii 
teractive  pagei-s  an  econo  c 
alternative  to  new  d;  t: 
phones  that  also  have  p;  r 
and  short  messaging  cap  il 
ties.  A  New  York  City  c 
bank  called  Food  for  Sui  ti"; 
uses  two-way  pagers  to  y. 
dinate  dehveries. 

Wireless  Access'  Ac  s: 
Link  pager,  offered  by  S  F 
and  other  cairiers,  is  the  n 
plest  and  cheapest  optioi  't 
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www.ey.com 

The  International      The  International 
Symbol  For  Taxes.  Symbol  For 

International  Taxes. 

The  good  news  is  that  your  company  does  business  all  over  the  world.  The 
bad  news  is  that  your  company  pays  taxes  all  ov—  oh,  you  get  the  point. 

If  you're  grappling  with  the  ever-Byzantine  complexities  of  multinational 
taxation,  we  can  help  you  in  freeing  up  significant  capital. 

Because  at  Ernst  &  Young,  we've  put  together  an  enviably  credentialed  group 
of  tax  professionals.  We've  even  pioneered  an  extensive  system  of  U.S.-based 
Foreign  Desks  to  respond  to  changing  taxation  issues,  not  within  weeks,  or 
days,  but  within  hours. 

Altogether,  we're  uniquely  qualified  to  help  you  develop  a  global  strategy  to 
improve  after-tax  profits.  So  whether  your  company  does  business  in  30  or  130 
countries,  we  hope  you'll  call.  zir  . 

You're  probably  in  need  of  some  fast,  fast,  fast  relief.  ■  -  .  • 

There  Isn^tA  Business  We  Can^t  Improve  ^ 


EU  Ernst  &YOUNG 


as  small  and  light  as  a  one- 
way pager  and  can  receive 
short  text  messages  and 
news  updates.  But  while  its 
tiny  on-screen  keyboard 
saves  space,  it's  a  hassle  to 
key  in  messages  longer  than 
a  few  words.  You  can,  how- 
ever, select  various  canned 
messages,  such  as  "ti-affic  de- 
lay," "yes,"  and  "on  my  way." 

A  more  satisfying  solution 
is  the  Inter@ctive  pager, 
which  P'arber  used  on  the 
Denver  tarmac.  Fi'om  Re- 
search In  Motion,  the  product 
has  a  small  qwerty  keyboard 
and  a  flip-top  liquid-crystal 
display.  The  keyboard  works 
best  with  two  thumbs,  and 
it's  smpiisingiy  easy  for  short 
messages.  Battery  life  can  be 
a  problem,  though,  since  two 
AA  batteries  last  less  than  a 
week  if  the  pager  is  kept  on. 
And  at  eight  ounces,  it's 
bulky  enough  that  only  true 
nerds  would  strap  one  onto 
their  belts. 

PRECISE  BEAMING.  Motorola 
Inc.'s  PageWriter  2000  offers 
similar  ftmctions  in  a  macliine 
that's  both  smaller  and 
lighter.  However,  its  qwerty 
keyboard  and  operating  sys- 
tem are  a  bit  harder  to  use. 
Motorola,  which  promised  the 
device  last  summer,  now  says 
it  will  be  marketed  before 
the  end  of  the  year.  But 
news,  infoiTTiation,  and  other 
services  won't  be  available 
until  19'J8. 

Two-way  devices  look  like 
they  will  become  the  pager 
of  choice  over  the  next  few 
years.  Not  only  do  they  offer 
a  quantum  leap  in  function- 
ality but  carriers  benefit 
since  the  devices  peiiodically 
advise  networks  of  their  lo- 
cation. That  saves  valuable 
bandwidth  because  messages 
can  be  broadcast  to  a  nar- 
row region  rather  than  sent 
nationwide.  Yankee  Group 
Research  Inc.  estimates  that 
two-way  wireless  messaging, 
now  used  by  fewer  than 
100,000  people,  will  explode 
to  .^)0.!t  million  by  2002.  If  so, 
there  will  be  little  excuse  for 
missing  E]-mail  messages,  no 
matter  where  you  are. 

Hfi  Steven  V.  Brail 
i)i  Los  Angeles 


EXECUTIVE    POWER  TOOLS 


Wireless 


SMALL  IS  DANDY 
. . .  UP  TO  A  POINT 


Handheld 

computers  will  do  in 
a  pinch,  but  Tolstoy 
would  toss  his 

No  doubt  about  it,  the 
world  is  getting  smaller. 
Consider  that  tliis  article 
was  written  on  a  handheld 
computer  small  enough  to  fit 
inside  a  pocket.  Just  a  gim- 
mick? Not  entirely:  My  dead- 
line was  looming,  the  laptop 
was  back  at  home,  and  my 
only  recourse  on  a  recent 
flight  was  to  start  writing 
with  the  tool  at  hand:  a 
Hewlett-Packard  :3(;oLX. 

I  found  that  getting  start- 
ed was  pretty  simple.  Micro- 
soft Corp.'s  stripped-down 
Windows  CE  operating  sys- 
tem for  so-called  palmtops — 
shipping  now  on  devices 
made  by  hp,  as  well  as  Com- 
paq, Sharp,  Philips,  and  oth- 
ers— looks  like  the  familiar 
desktop  Windows.  These  de- 
vices also  bundle  "pocket" 
versions  of  basic  software 
Word,  Excel,  and  PowerPoint. 

But  thei-e's  a  price  to  pay 
for  convenience.  It  was  diffi- 
cult to  type  on  hp's  cramped 
keyboard,  a  problem  that 
makes  it  tough  to  wiite  any- 
thing longer  than  a  brief 
memo  on  virtuallv  all  hand- 


helds.  Apple  Computer  Inc.'s 
solution  for  its  $1,000  Mes- 
sage Pad  2100  is  to  offer  a 
six-by-nine-inch  detachable 
keyboard  foi'  $79.  But  a 
bulky  add-on  hurts  the  con- 
venience of  a  handheld. 
SHRINKING  ACT.  So  far,  sim- 
pler is  better  in  the  lilliputian 
world.  The  best  all-around 
device  for  executives  on  the 
go  is  3Com  Corp.'s  PalmPilot, 
which  hits  the  sweet  spot  on 
affordability  and  convenience. 
For  $249  to  $369,  you  get  ba- 
sic organizer  capabilities  in  a 
5.7-ounce  package  that  fits 
easily  in  a  pocket  or  purse.  It 
also  has  the  nifty  feature  of 
synchronizing  info  with  a 
desktop  at  the  touch  of  a  but- 
ton. "Talk  about  a  device  that 
works  absolutely  as  adver- 
tised," says  Michael  K.  Pow- 
ell, the  new  FCC  commission- 
er and  an  avid  PalmPilot 
user.  3Com  also  is  adding  fea- 
tures, such  as  a  slick  $169  de- 
vice that  tm"ns  any  PalmPilot 
into  a  pager. 

Franklin  shiiiiks  that  pack- 
age even  smaller  with  its 
promising  $129  rex — a  cred- 
it-card-size device  with  a  tiny 
screen.  The  rex  plugs  into 
the  PCMCIA  slot  on  a  PC  and 
lets  the  user  download  a 
schedule  and  address  list. 

The  gi'owing  popularity  of 
palmtops    for    E-mail  is 


-9- 

^  d® 

3C0M'S 
PALMPILOT 
CAN  SYNCHRO 
NIZE  INFORMATION 
WITH  A  DESKTOP 

spawning  larger  screens 
will  hit  the  market  in 
next  few  months.  The 
Psion  Series  5  sports  a 
inch  screen  and  keys 
look  more  like  those  c 
laptop,  though  they  are 
considerably  smaller.  Gee 
One,  due  in  December,  p 
es  the  screen  slightly  1 
er,  to  6.8  inches,  and  ad' 
touchpad  mouse  control! 
the  keyboard. 

With  this  season's  ac 
featiu'es,  you  can't  beat  t 
gizmos  for  E-mail  con 
tions,  and  toting  contacts 
files  to  review.  But  the 
thing  that  doesn't  get 
smaller  is  the  human  fin 
tip.  Until  they  can  figu 
way  around  that,  handl: 
will  force  users  to  kee 
brief. 

By  Paul  C.  /i 
in  Bo 


COOL  THINGS  IN  SMALL  PACKAGES 


MODEL 

3COM 

PALMPILOT 


,  FWIEH-PACKARD 

Hi  3eOI.X 


GEOFOX-Oi^l: 


PRICE  WEIGHT 

$249-$369   5.7  oz 


$699  15.6  oz 


$590-$980    13.7  oz 


THE  SKINNY 

Nifty  design  that  packs  a  lot  of  features  into  a  sm 
package  at  an  affordable  price.  The  new  $169  Pal 
Pager  turns  a  PalmPilot  into  a  pager,  too. 

This  one  may  be  just  the  ticket  for  corporate  user; 
who  want  a  keyboard  and  the  familiar  Windows  Ci 
software.  New  color  screen  models  ship  in  NovemI 

This  newcomer  sports  a  "soft-touch"  keyboard,  a 
touchpad  mouse,  and  a  larger,  6.8-inch  monochn 
screen.  It  uses  EPOC  software,  popular  in  Europe. 
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pentium 


X  X  s 


tm 


cm- 


Who'd  have 
imagined  the 
world's  largest 
notebook 
screen  would  fit 
into  such  a 
small  package? 
(Other  than  us? 

No  one.)  With 
its  brilliant  14.1" 
screen,  3.2  GB 
hard  drive  and 
powerful  Intel 
Pentiimi '  processor 
with  MMX™ 
technology,  the 
1.4"  thin,  6.2-lb. 
Digital  HiNote" 
Ultra  2000  lets 


diigiiital  HIMote 


um 


you  do  whatever, 
wherever.  Add 
in  its  extra-long 
battery  Ufe,  full 
plug-and-play 
Windows  NT® 
compatibility, 
20x  swappable 
CD-ROM,  and 
what  have  you 
got?  No  room  left 
for  compromises. 
For  details,  find 
us  at  www.digital. 
com/xxl  or  call 
1-800-DIGlTAL. 
And  get  ready 
to  win  in  a 
networked  world. 


mm 


ta 
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Wireless 


FROM  E-MAIL  TO  FREE-MAIL 
AND  BEYOND 


Nowadays,  the  best 
programs  will 
forward  your  mail- 
or  sort  it  for  you 

For  Gary  E.  Sprigg, 
electronic  mail  has  be- 
come a  lifeline.  As  a 
systems  integi'ator  for  Prism 
Systems  Inc.  in  Lisle,  111., 
he's  out  of  the  office  at  least 
once  a  week,  installing  com- 
puter systems  that  digitize 
voter  records.  When  he's  on 
the  road,  Sjjrigg,  54,  depends 
on  E-mail  to  converse  with 
his  colleagues  back  in  the 
home  office.  More  important, 
it  lets  him  stay  in  touch  with 
his  wife,  whom  Sprigg  met 
last  year  via  E-mail  while  on 
a  business  trip  in  Paris.  "It's 
important,  as  newlyweds,  for 
us  to  keep  in  contact,"  says 
the  twice-married  Sprigg. 

Without  a  doubt,  E-mail 
has  become  more  than  just 
a  power  tool  for  bustling 
road  warriors.  It's  an  inte- 
gral part  of  life  in  the  Infor- 
mation Age.  And  choosing 
the  right  E-mail  software  or 
service  to  help  you  stay  in 
touch  while  you're  traveling 
a  critical  decision. 

For  a  majority  of  execu- 
tive nomads,  the  most  vital 
electronic  inbox  they  have  to 
tap  into  is  the  one  estab- 


lished on  their  corporate  of- 
fice network.  In  some  cases, 
workers  don't  have  a  choice. 
Their  companies  install  a 
"client"  version  of  the  com- 
pany's E-mail  program  on 
their  laptops.  Many  software 
programs  work  adequately 
for  this,  including  Lotus  De- 
velopment's cc:Mail,  Qual- 
comm's  Eudora  Pro,  and  CE 
Software's  QuickMail  Pro. 
Regis  McKenna,  founder  of 
the  McKenna  Group,  a  high- 
tech consulting  firm  in  Palo 
Alto,  Calif.,  recently  used 
QuickMail  Pro  to  revise  and 
submit  a  book  review  to  a 
London  newspaper.  "I  really 
do  love  it,"  says  McKenna, 
who  devotes  an  hour  a  day 
to  his  E-mail.  "I  do  believe 
that  what  you  don't  know  in 


MARRIAGE  A  LA  MODEM 

On  the  road,  Prism 
Systems'  Sprigg  uses  E- 
mail  to  keep  in  touch  with 
the  office — and  his  wife 

terms  of  E-mail  can  hurt 
you." 

The  most  flexible  software 
for  tapping  into  your  corpo- 
rate inbox  from  the  road  is 
Eudora  Pro.  It  sorts  mes- 
sages and  tosses  out  unwant- 
ed junk  mail.  It  also  makes  it 
easy  to  channel  mail  into  a 
variety  of  folders.  And  it  can 
automatically  respond  to  E- 
mail,  saying,  for  example, 
that  you  are  on  vacation. 

Perhaps  the  most  ingenious 
E-mail  is  available  through 


E-MAIl?Tt{E  WEB  WAY 


EXCITE  MAIL 

www.mailexcite.com 


HOTMAIL 

www.hotmail.com 

P0B0X.COM 

www.pobox.com 


This  free  service  allows  anyone  to  sign  up  for  an  E-mail  account  that's  accessible 
from  any  machme  that  can  connect  to  the  Web.  Excite  Mail  is  less  cluttered  with 
online  ads  than  most  free  services  and  offers  such  features  as  paging  and  searching 
for  other  E-mail  addresses. 

Like  Excite,  Hotmail's  free  mail  service  is  available  to  anyone  with  access  to  the 
World  Wide  Web.  Hotmail  offers  a  built-in  spellchecker,  dictionary,  and  thesaurus  to 
help  polish  up  your  E-mail. 

The  $15-per-year  service  offers  handy  features  such  as  junk  E-mail  detection  and 
the  ability  to  forward  your  E-mail  to  any  E-mail  address.  For  another  $20  per  year, 
you  get  more  features  such  as  instant  notification  of  vital  E-mail  via  your  pager. 


Web-based  services  sue 
Hotmail  (www.hotmail. 
and  Excite  Inc.'s  Excite 
(www.mailexcite.com).  T 
free  E-mail  services  a 
subscribers  to  pick  up  ibf 
sages  from  any  device  cafbl 
of  accessing  the  Web.  'Js 
means  you  don't  need  tcfjn 
your  laptop  around  to 
your  mail — just  use  a  Mi 
computer.  What's  more, 
can  have  other  E-mail — jbi 
your  corporate  intranet  i.|jo: 
or   your   Internet  se: 
provider  (iSP) — forward 
these  Web  sites  for  pic 
WORTH  THE  HASSLE, 
services  aren't  hassle- 
though.  Getting  mail 
warded  to  one  of  the 
sites  can  be  maddening 
have  to  track  down  som 
chaic  information,  such  a 
"P0P3  server  name,"  by 
ing  through  the  vario 
mail  clients  that  you  a' 
use.   Inevitably,  for 
users  it  means  a  call 
ISP  or  the  corporate  te 
cal  support  staff.  Still 
probably  worth  the  has 
it  means  you  can  chec 
mail  from  one  central  i 

POBox.com  works  i 
verse.  While  Hotmail  co 
E-mail  fi-om  several  so 
into  one  place,  pobox.co 
wards  mail  sent  to  one 
tion  to  several  differen 
tinations.  The  biggest  b 
is  that  members  can  giv 
just  one  E-mail  addr 
myname@pobox.com — ^fo 
Even  if  you  change 
POBox  will  redirect  yo 
mail  to  your  new  locati 

The  service  is  loaded 
extras,  pobox  can  so 
send  E-mail  to  differe 
counts  based  on  the 
sages'  subject,  sende 
keywords.  It  also  will 
out  junk  E-mail,  pobo: 
even  deliver  urgent  m 
an  alphanumeric  pager. 
$15  for  the  basic  servic 
$20  more  for  extras,  su 
instant  notification 
pager. 

That  may  be  the  ult 
dream  of  the  harried 
warrior:  Instead  of  ch 
E-mail,  it  chases  you 

By  Paul  M 
i  n  Ne  w 


I 
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Clarify  is  helping  Toyota  use  customer  service 
to  rev  up  sales. 


Carole  Pednana,  National  Manager,  New  Era  Business  Project 
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THESE  BABIES 
REALLY  MEAN  BUSINESS 


Bit 


 ■ 

Don't  know  what 
to  look  for  in  an  i^" 
office  desktop?  & 
Here's  a  quick  guit  J 
to  the  basics 

,  :in 

There's  at  least  ontifjBo: 
every  office.  You  kjtoip 
who  they  are  and  pjei  tai 
on  their  intimate  knowlfjgtioroi 
of  personal  computer  teclfol!- tost 
ogy  and  cool  Web  sipsaa 
They're  the  ones  who 
you  whether  it  pays  to 
out  for  the  266-megah 
computer  or  if  the  233-^ 
machine  will  do  just  fine, 
know  a  Jazz  drive  has  not| 
to  do  with  music.  They 
know  what  mmx  stands  f| 

0.  K.,  you  may  neverbe 
com.e  one  of  the  digerati.8ir 
in  the  world  of  busiriss 
there  is  no  getting  aroui- 
or  up  the  corporate  ladd!'--— 
without  master  ing  the  bi>ic!:soiii 
of  desktop  computing,  '^^tl'm 
the  rapid  spread  of  the  Wli'^l  • 
Wide  Web  and  electmboa 
mail,  the  PC  is  becoming  Jor^i 
important  than  the  teleplftietjif  j 
Even    your    old  busi^st:)(Di 
school  now  has  a  cours 'i  iiMuey 
electronic  commerce. 
INVISIBLE  COSTS.  Fortunielyjjj^ 
PCS  are  getting  easier  toise^ij , 
And  the  software,  thanli  tbg^j 
inexpensive    memory  ira  i| 
hard-disk  drives,  packs  lio;-^ 
more  performance  for  i)s'i,^j 
coi-porate  tasks.  Even  hfljryv^ 
duty  jobs  that  once  reqilre(-t|j 
a  powerful  Sun  Microsysjimf.. 
Inc.  workstation — for  d|Wigj.j 
ing  intricate  3-D  desigrii  j,^^ 
mining  large  databases-jjaiK 
be  handled  by  the  new  ro).-  ^ 
of  speedy  desktop  machips..-'^.^ 
If  youi-  company  is  shoj&ijjjji 
for  such  a  system,  herfiiri 
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PCs  FOR  THE  CORNER  OFFICE  OCCUPANT  OR  ASPIRj 


isics  to  keep  in  mind: 
•  at  least  32  megabytes 
dom-access  memory 
md  2.1  gigabytes  of 
n  the  disk  diive.  Yoiu- 
te  "server"  computer. 

huge  disk  ch-ives,  will 
st  of  the  company  data 
:he  other  heavy  lifting. 
»,  each  "client"  desktop 
id  at  least  this  much 
'  for  progTams  such  as 
ift  Office  97.  On  the 
ing  side,  even  a  200- 
chine  may  seem  pokey 
ays.  Think  about  top- 
ine  Pentium  II  chips 

at  300  Mhz,  or  Macs 
](uivalent  power  and 

next  thing  to  factor  in 
"cost  of  ownership," 
ir's  buzz  phrase  in  cor- 

computing.  It's  not 
low  much  money  that 
1  Bose  speakers  and 

display  will  set  the 
y  back.  Hardware  ac- 
for  only  about  15%  of 
,  costs  to  put  a  com- 
in  a  desk.  The  rest — 
nance,  software  up- 
,  training,  and  the 
m  up  the  expense  of 
ng  a  single  PC  to 

a  year. 


MODEL 

DIMENSION 

XPS 

D266 

$2,542 

COMPAQ 
DESKPRO 
4000S 

$1,587 

HEWLEH- 
PACKARD 
VL  6/266 

$2,946 

MICRON 
XKU  300 

$3,099 

IBM  PC  300  XL 

$2,749 


MICROPROCESSOR, 
MEMORY,  DISK  DRIVE 

266-l\/lhz  Pentium 

64Mb 

6.4  Gb 


200-lVlhz  Pentium, 
32  Mb 
2.1  Gb 


266-Mhz  Pentium 

64Mb 

4  Gb 


300-Mhz  Pentium 

128Mb 

8.4  Gb 

266-Mhz  Pentium 
32Mb,  4.2  Gb 


SOFTWARE 
INCLUDED 

Microsoft  Office  97 
Small  Business  Edition 
and  McAfee 
VirusScan  3.1 

Intelligent  Manage- 
ment program  makes 
remote  troubleshooting 
easier 

HP  TopTool,  a  program 
to  help  manage  your 
machine 


Microsoft  Office  97 
Small  Business 
Edition 

Lotus  SmartSuite,  NetFinity, 
and  LANDesk  Network 
management  programs 


THE 
SKINNY 

Just  the  right  amount  of  power 
for  cruising  the  Web,  running 
spreadsheets,  and  putting  together 
multimedia  presentations. 

It's  not  going  to  melt  the  paint 
off  the  walls,  but  at  this 
sizzling  price  at  least  you'll 
impress  your  CFG. 

With  desktop  management  soft- 
ware included,  it's  a  good  ma- 
chine for  workgroup  applications, 
as  well  as  high-end  graphics. 

A  whiz  on  3-D  design  work  and 
image-heavy  applications. 


A  good  selection  of  features  for 
remote  management  and  trouble- 
shooting. 


'  All  models  Include  modem,  monifor,  and  CD-ROM 


In  grappling  with  cost  is- 
sues, it  helps  to  be  in  the 
know  about  recent  advances 
in  technology.  Tools  such  as 
Intel's  LANDesk  Configura- 
tion  Manager   allow  the 


techies  in  your  company's 
information  systems  (is)  de- 
partment to  roll  up  their 
shirtsleeves — remotely — and 
tweak  your  computer.  With 
just  the  click  of  a  mouse,  a 


technician  elsewhere  in 
the  building  is  able  to  up- 
grade software,  debug  a 
program,  and  tune  your  disk 
drives. 

For  this  buying  guide,  we 


LEASING  A  PC 


TO  BUY  OR  NOT  TO  BUY? 


1  some  computer  circles,  the  word 
lease"  conjui'es  up  the  industry's 
lark  ages — the  mid-1960s,  when 
ly  users  couldn't  afford  to  buy 
nframes.  Now,  corporate  leasing  is 
the  upswing  again.  And  today's 
es  come  vdth  sweeteners,  such  as 
noney-down  terms, 
'or  home  PC  users,  leasing  offers 

advantages,  tax  or  othei-wise.  For 
nple,  a  three-year  lease  for  a  Dell 
iputer  Corp.  Dimension  XPS  D300 
1  a  300-Mhz  Pentium  II  will  set 

back  $4,320,  a  27%  premium  (or 
1)  over  the  purchase  price.  And 
r  three  years,  you 

still  need  a  com- 

31'. 

ieasing  may  make 
•e  sense  for  busi- 
3es.  But  fii-st,  con- 
;r  your  cost  of 
ley  vs.  the  premi- 
you'll  pay  for  a 


lease.  Then,  estimate  the  life  of  the 
computers.  With  tech's  fast  pace,  they 
could  be  obsolete  in  three  years. 

With  a  lease,  you're  borrovdng  the 
purchase  price  and  spreading  it  over 
the  life  of  the  contract.  If  your  com- 
pany's borrowing  costs  are  15%  or 
higher,  there  are  much  cheaper  terms 
available  from  leasing  speciahsts  such 
as  Comdisco  Inc.,  Newcourt  Credit 
Group  Inc.,  or  from  equipment  ven- 
dors. Lease  a  server  from  Micron 
Electronics  Inc.,  for  instance,  and 
you'll  pay  just  a  7.5%  annual  premium 
over  the  purchase  price. 

Also,  think  about 
time  savings.  In.stead 
of  taking  months  to 
negotiate  a  loan,  you 
can  jump-start  a  pro- 
ject instantly  under  a 
lease.  In  the  cm-rent 
rush  to  build  market 
share,  PC  makers  are 


simplifying  lease  terms  and  speeding 
up  approvals. 

Leasing  seems  particularly  smart  if 
you  need  the  latest  laptops,  which  are 
hai-d  to  upgi-ade.  That's  why  Eh  Lilly 
&  Co.  leases  portables  for  its  sales- 
force.  For  smaller  companies,  there 
also  may  be  tax  advantages,  such  as 
expensing  lease  charges  rather  than 
using  depreciation  schedules.  Your  ac- 
countant should  know  if  your  business 
would  benefit. 

Finally,  the  arrival  of  newcomers  to 
the  leasing  game,  such  as  Dell  and 
Compaq,  is  bringing  fresh  bennies. 
The  annual  premium  for  Dell's  three- 
year  desktop  lease  is  10%  of  the  list 
price.  Compaq  is  offering  one-time 
deals  on  laptops  and  free  add-ons 
such  as  16  megabytes  of  memory. 
Leasing,  in  short,  isn't  retro.  In  fact, 
it  could  keep  you  in  the  technology 
fast  lane. 

By  Gary  McWilliams  in  Houston 


Leasing  may 
save  you  time, 
if  not  money 


EXECUTIVE     POWER  TOOLS 


D  e  s  k  t  o  p  s| 


scrutinized  an  array  of  cor- 
porate desktop  offerings.  We 
found  that  client  systems 
from  IBM,  Compaq  Comput- 
er, and  Hewlett-Packard 
outshine  the  competition. 
For  these  systems,  which 
can  be  monitored  by  is  man- 
agers from  a  central-server 
computer,  IBM  excelled  at 
lowering  cost  of  ownership 
by  bundling  network  man- 


agement tools  with  all  their 
PCS.  For  example,  the  IBM 
PC  300  XL,  a  266-Mhz  Pen- 
tium II  machine  priced  at 
$2,749,  comes  with  NetFini- 
ty software,  which  allows 
remote  troubleshooting  and 
diagnosis. 

A  comparable  machine  is 
the  Hewlett-Packard  Co.'s  vl 
6/266.  At  $2,946,  it  has  sever- 
al features  that  could  save 


your  company  money.  For 
one,  it's  easy  for  technicians 
to  service  because  the  in- 
nards slide  right  out 
on  a  rack.  It  also,  comes  with 
softwai'e  to  allow  is  managers 
to  fix  any  glitches  or  snafus 
remotely.  The  computer,  with 
a  266-Mhz  Pentium  II 
chip  and  64  Mb  of  memoiy, 
boasts  good  graphics  perfor- 
mance, which  is  ideal  for  ad- 


DAVID  S.  POTTRUCK,  CHARLES  SCHWAB  CORP. 


WIRED  TO  THE  MAX 


A  PALMPILOT,  A  COMPAQ,  AND  A  THINKPAD 
KEEP  HIM  ACCESSIBLE  TO  11,000  WORKERS 

It's  just  about  the  time  David  S.  PottiTick 
likes  to  check  in  on  one  of  his  favorite 
Web  sites.  An  avid  skier  with  a  home  in 
Vail,  Pottruck  is  a  regular  visitor  to 
wwTV.vail.net/vailcam/index.html.  From  his 
office  PC,  he  can  check  the  ski  conditions. 
There  is  even  a  video 
feed  from  the  slopes  that 
lets  Pottruck  see  just 
what  he's  missing. 

Of  course,  Pottnick, 
president  of  financial  ser- 
vices giant  Charles 
Schwab  Corp.,  doesn't 
use  his  Compaq  Deskpro 
6000  just  to  check  on  the 
snow  base.  The  bulk  of 
the  time  he  spends  on 
the  Net — about  30  min- 
utes a  day — he's  taking 
the  temperature  of  the 
markets  by  zipping 
through  the  100  or  so 
newsletters  and  financial 
Web  sites  to  which 
Schwab's  own  site  offers 
links. 

HYPERGROWTH.  The  rest 
of  the  time,  Pottruck  is  using  his  PC  to 
bang  out  E-mail  messages  to  the  company's 
swelling  ranks  of  employees.  It  has  become 
an  indispensable  office  tool.  In  three  years, 
Schwab  has  doubled  its  workforce,  to 
11,000.  Meanwhile,  the  assets  the  company 
manages  have  nearly  quadnipled,  to  $345 
billion  from  $100  billion  in  1994.  Most  exec- 
utives would  be  swamjfed  just  trying  to 
keep  track  of  such  a  gn  )wth  spurt.  Yet 
during  this  period  of  hy))ei-growth,  Pot- 
tnick  says  he  has  becon  ''  more  visible  and 
acc(-ssible  to  employees  i':an  ever  before — 
thanks  to  his  PC. 

How?  A  233-Mhz  PC  with  9ii  inegabytes 
of  memory,  a  good  network  connection,  and 


an  E-mail  package,  in  this  case  Microsoft 
Corp.'s  Outlook  progi-am.  The  company  has 
set  him  up  with  Microsoft's  Office  97  pro- 
ductivity software  as  well  as  Netscape 
Navigator'.  Pottrack  has  another  Compaq 
PC  at  home  and  uses  an  IBM  ThinkPad  560 
laptop  PC  on  the  road.  But  with  all  that 
digital  power.  E-mail  is  the  biggest  produc- 
tivity booster.  "I  hit  a  few  keystrokes,  and 
400  people  receive  a  message  instantly, 
with  no  administrative  ovei'head."  says 
Pottruck. 


That's  why  Pottnick  says  he  is  a  "cham- 
pion of  executive  computing."  The  driving 
foi'ce  behind  the  company's  use  of  technolo- 
gy, he  has  made  sur'e  all  senior  executives 
have  a  PalmPilot  handheld  computer-  to  en- 
sure that  they  have  contacts  and  schedules 
at  their  fingertips  whOe  they're  on  the  road. 

All  this  doesn't  make  the  49-year-old 
Pottruck  the  resident  geek.  Actually,  he's  a 
new  convert.  Until  three  years  ago,  Pot- 
truck was  a  casual  user  who  couldn't  even 
type.  So  he  started  lugging  a  laptop  every- 
where he  went.  Before  long,  he  was  zap- 
ping E-mail  to  staffers — and  now,  he  can 
even  type. 

By  Ira,  Sager  in  New  York 


[ 


vertising  or  pubhshing  off 
For  the  budget-mrnJ 
Compaq  Computer  Corl 
Deskpro      4000S  M 
5200X/2100,  at  $1,587, 
solid  corporate  citizen 
a  good  base  of  softwari 
help  cut  support  costs, 
pi'obably     not  pow- 
enough  to  handle  com 
architectural  drawing, 
it's   a   good  machine 
putting  together  multim 
presentations  or  doing  r 
erately  heavy  spreads 
work  in  a  sales  or  marke 
department.  Its  design 
gets  points  just  for  its 
look. 

For  all-around  busi 
computers,  our  pick  is 
Computer  Corp.'s  Dime 
xps  D266.  At  $2,542, 
machine  delivers  just 
right  amount  of  power 
cruising  the  Web,  runisij 
spreadsheets,  and  puttinjfto 
gether  multimedia  presets 
tions — without  going  o  r. 
boartl.  Think  of  it  as  a  u 
infielder-.  A  solid  num 
cruncher',  it  will  fit  ni 
within  a  finance  departr 
or  sales  office. 
STATE  OF  THE  ART.  In  e 
office,  there  are  alwa; 
few  people  who  covet 
most  powerful  tool  avail 
With  computers,  that 
tinction  usually  lasts  a 
six  months.  So,  for  whalt'' 
worth,  circa  late  1997,  )i 
pick  for  the  champ  is  ^1 
cron's  XKU  300,  for  $'!^' 
It  combines  the  latest  r 
Corp.  300-Mhz  Pentiui 
chip  with  a  vast  128 
of  memory  and  8.4  gigal  t( 
on  the  disk  drive,  'la 
should  be  enough  to  sasf 
any  power'  tripper  And  s  : 
whiz  with  3-D  design  vjri 
and  other'  image-heavyap 
plications. 

So  what  does  mmx  slni 
for?  Officially,  nothing,  ite 
gets  a  bit  huffy  if  peopllin 
sist  it  must  stand  for  sire 
thing.  But  originally,  itp 
dei'ived  from  "MultiMdi: 
extensions." 

By  Ira  Sager  in  New  wn 

For  more  information,  visit 
www.maven.businessweek.cor 
or  on  AOL,  keyword:  Maven 
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^.foT  a  IJiniied  Tiine. .  A  CD  ROM  Preiieu  of 

he  Top  New 
lata  Warehousing 
oftware 


Now 

Web  Enabh 


Datamation 


\l7ien  2(X).(XX)  IS  rmmagers  were  asked  to 
clume  the  top  software  for  dola  icarehoiLsing, 
their  ansiver  had  a  Jamiluir  ring: 

SAS'  software  from  SAS  Institute. 

As  the  oiily  eml-to-eml  solution  for  rajtul  data 
waiThousing,  SAS  software  delivers  eveiytliiiig 
you  need  to  manage,  (»r<ranize,  and  ex]>loit  yoiu- 
husiness  data.  The  tools  you 
use  to  huild  a  data  wiue- 
house  are  the  same  ones  usei  1 
to  maintain  it...nm  it. ..and 
change  it.  An<l  what's  moi  e, 
everytliing  s  sealaltle.  Jump 
iTglit  into  yoiu"  enteii  wise- 
wide  infonnation  deliveiT 
applications... or  stiui  small 
and  luiild  on  yoiu-  su<  eess.  '  '  ' 

SAS  software  doesn't  consume  overhead  for 
datal)ase  features  you  don  t  need.  Aid  once  you 
have  data  in  the  wai  ehouse,  you'll  find  eveiytliing 
you  need  for  data  (|uery  and  repoiluig,  OLAP/ 
multi-dimensionid  analvsis.  data  mining.  datal)ase 
niai'keting,  data  visualization,  an<l  much  more. 


I"/" 

1  IS  » 

roiluct 
'"Year 

IHICERS  CHOICE 

DAI 

mnoN 

PR 
YE> 

IS  M 

ODUCT 

OF  THE 

\R  1996, 

\NAGEH5  CHOICE 

SAS  Institute 

Software  for  Successful  Decision  IVIaldng 

I'iiom-  919.677.8200     In  Canada  1.800.363.8397 

can  also  request  your  free  CD  ROM  by  visiting 
lis  on  the  World  Wide  Weh  at  littp://wM"H.sai*.eoni/ 


E-mail:  bw@sas.com 


SAS  IS  a  registered  trademark  of  SAS  Institute  Inc  Copyright  c  ]997  by  SAS  Institute  Inc 


EXECUTIVE     POWER  TOOLS 


Desktop  s' 


BIG  VALUE 
FOR  SMALL  BUSINESS 


The  little  guy  has 
lots  to  choose  from. 
But  which  is  the 
right  setup  for  you? 

There's  never  just  one 
thing  to  fret  about 
when  you're  picking  a 
personal  computer  to  ran  a 
small  business.  Unlike  corpo- 
rate buyers,  who  turn  to  ma- 
jor brands  for  quality  and 
service,  small  businesses  tend 
to  buy  on  the  basis  of  price 
and  peifoiTnance,  expandabil- 
ity, and  ease  of  use.  There 
are  many  trade-offs  and 
tough  choices. 

With  those  differences  in 
mind,  business  week 
scanned  the  PC  landscape  and 


prepared  a  list  of  attractive 
models  that  are  geared  to 
small  shops,  from  real  estate 
agencies  to  consultants  to  the 
comer  retailer  All  of  the  PCs 
provide  enough  processing 
and  storage  to  handle  any  of- 
fice job.  Any  will 
make  direct  mail,  ac- 
counting, or  billing  a 
breeze.  And  they  of- 
fer some  nice  sur- 
prises to  boot. 

We  started  with 
some  basic  assump- 
tions: A  small-busi- 
ness machine 
shouldn't  take 
up  the  whole 
desk.  It  should 
allow  for  future  expansion. 
And  strong  communications 
features  are  a  must. 


On  this  basis,  we  confined 
our  picks  to  "mini-towers," 
which  fit  under  or  alongside  a 
desk  rather  than  on  top  and 
have  plenty  of  internal  space 
for  adding  cards  or  peripher- 
als.  We  outfitted 


POWERFUL  SYSTEMS  THAT  WON'T  BREAK  T 


MODEL 
PRICE 

HEWLEH-PACKARO 
BRIO  8034 

$1,716 


COMPUSA  PC 

AMERICAN 
A200-601 

$1,358 


MICROPROCESSOR, 
MEMORY,  DISK  DRIVE 

200-IVIhz 
Pentium,  16  Mb, 
2.1Gb 


200-Mhz  Pentium, 
16Mb,  3.5Gb 


200-Mliz  Pentium, 


SOFTWARE 
INCLUDED 


NIFTY  COMMUNICATIONS 
SOFTWARE  MAKES 
HP'S  BRIO  A  STANDOUT 


THE  SKINNY 


Microsoft  Word  97  and  Nicely  packaged  for  quick 

Artisoft  iShare,  which  network  setup  and  access 

allows  three  PCs  to  share  to  the  Internet, 
a  modem  connection. 


COMPAQ  DESKPRO 

2000.  MODEL  5200X      32  Mb,  3.2  Gb 

$2,089 

DIGITAL  EQUIPMENT      200-Mhz  Pentium, 


Microsoft  Office  97 
Small  Business  Edition 


Windows  95 


PC  5100 

$2,206 

DELL  DIMENSION 
M200a 

$1,799 

GATEWAY  2000 

!^5-200 

$1,839 


32Mb,  2.1  Gb 


200-Mhz  Pentium 
16Mb,  4.3  Gb 


200-Mhz  Pentium 
32Mb  2Gb 


Windows  95 


Microsoft  Office  97 
Small  Business  Edition 


Microsoft  Office  97 
Small  Business  Edition 
and  Quicken  SE 


Best  value  in  the  bunch  for 
general  office  use. 


Large  memory  and  disk 
storage.  Great  for  doctor's 
or  law  office. 

Nice  all-around  performer 
with  better  than  average 
memory  size. 

Hefty  storage  plus  network 
ready  capability. 

Large  display  and  software 
suitable  for  managing 
a  real  estate  or  financial 
planner's  office. 


n'odels  include  a  modem,  monitor,  and  CD-ROM 


each  machine  vnth  at  led 
megabytes  of  memory  (: 
better)  to  ran  sprawlini 
plications  such  as  Micr( 
Corp.'s     Office  97 
Netscape  Communicatee. 
Corp.'s  Netscape  Navig  j'^^ 
Internet  browser  All  ou 
lections   come   with  1 
speed,  56  kilobit-per-se  |'. 
modems  for  quick  down  r^' 
ing  of  information  frorr  l''^' 
Une  services  or  the  WebB«t 

Topping     this  list 
Hewlett-Packard  Co.'s 
family  of  systems, 
model  8034  has 
nice,  cost-saving 
munications  feat 
For  example,  it's 
died  with  Artisoft 
iShare  software 
lets  up  to  three 
worked  PCs  share 
gle  modem.  That  \ 
suit  businesses  that 
constant  links  to  cj 
space.  But  it  can  lower 
phone-Une  costs  for  busy 
estate  or  advertising  oj 
that  only  occasionally  vei 
onhne.  The  iShare  appi 
saves  you  about  $150  on 
additional  modem  that 
can  manage  to  live  with 
SMARTWARE.  The  Brio 
available  through  some 
dealers  in  the  U.  S.,  is 
two  months  old.  But  it  1: 
on  hp's  earlier  Vectrai 
small-business  PC,  addii"  ; 
least  one  nifty  touch,  fhtt 
system  has  built-in  netviri 
ing  software,  which  tunl  i  I|I61 
self  on  when  you  plug  ■  a 
optional,  $69  networking 'ai'i 
The  software  is  so  sm; 
an  employee  with  no 
ous  experience  can  set 
local-area  network  of  li  tjjfli 
seven  pcs  and  printers;  Ii 
stallation  is  a  snap,  thans  L_, 
on-screen  setup  menus.  rde 
For  those  on  a  tight  ftK  ijp, 
get,  we  found  the  best  ali. , 
in  CompUSA  Inc.'s  PC  Aiei'  ' 
can,  which  began  shippig  : 
September  At  $1,358,  thy'i  iTii 
about  S0%  lower  than  th-f.' 
erage    cost    of  busi;e- 
week's  picks.  Unlike  :ri  _ 
they're  not  based  on  an  ai'  ^ 
er  line  with  a  solid  'a^ 
record.  On  the  other  ikn'^ 
CompUSA,  vdth  its  164  iJe 
and-service  centers  arOr 
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FREE  REPORTS 
FROM  A  SELECT  GROUP  OF 
i/IERICA'S  FASTEST-GROWING  COMPANIES 


he  exceptional  companies  listed  alphabetically  below  want  you  to  know  more  about  them.  Simply  complete  the 
iied  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using  data 
ded  by  Standard  &  Poor's  Compustat  Services,  to  determine  the  top  growth  companies  in  America  invited  to  appear, 
ivited  companies  ranged  in  size  from  a  few  giants  of  corporate  America  to  emerging  growth  companies  with  sales 
least  $5  million.  All  companies  were  screened  for  exceptional  long-term  sales  growth,  recent  growth  trends,  size 
tock  price  —  none  under  $2.00  per  share. 

ily  15%  of  all  companies  on  Conipustat's  database  passed  these  tests  and  were  invited  to  make  this 
offer  of  investor  information.  Thirty-four  of  these  exceptional  companies  appear  below. 


\BR  Information  Services,  Inc. 

leading  administrator  of  benefits  outsourcing 

\ctes  Gaming  Incorporated 

electronic  gaming  systems 

Advanced  Lighting  Technologies,  Inc. 

metal  halide  lighting  systems 

\merican  Eco  Corporation 

industrial  and  environmental  services 

rhe  Barbers  Hairstyling  For  Men  &  Women,  Inc. 

international  franchisor  of  hair  salons 

Silling  Concepts  Corp. 

billing  for  telecommunications  industry 

Siogen,  Inc. 

biotechnology /human  pharmaceuticals 

Sable  Design  Technologies  Corp. 

advanced  electronic  and  fiber  optic  cables 

Callaway  Golf  Company 

golf  club  designer  and  manufacturer 

Chartwell  Re  Corporation 

reinsurance  and  insurance 

rhe  Cooper  Companies,  Inc. 

health  care  products  and  services 

[}ross-Continent  Auto  Retailers,  Inc. 

retailer  of  new  and  used  automobiles 

Delta  Financial  Corporation 

non-conforming  moitgage  banking 

Dynex  Capital,  Inc. 

mortgage  and  consumer  finance  company 

IDEX  Corporation 

mfr.  fluid  handling  &  industrial  products 

International  Microcomputer  Software  (IMSI) 

leading  software  developer  &  publisher 

lack  Henry  &  Associates,  Inc. 

computer  software  for  banks 


18.  Medialink  Worldwide,  Inc.  (MDLK) 

corporate  news  distribution 

19  Mercury  Air  Group,  Inc. 

worldwide  aviation  services  company 

20  Methode  Electronics,  Inc. 

electronic  interconnection  technologies 

21  National  R.  V.  Holding,  Inc. 

manufacturer  of  recreation  vehicles 

22  Pegasystems  Inc. 

customer  relationship  management  solutions 

23  Penn  Treaty  American  Corporation 


long-term  care  insurance 


24 


Procom  Technology,  Inc. 

develop/ mfr.  network  storage  solutions 

25  The  Registry,  Inc. 

business  &  information  technology  consulting 

26.  Richey  Electronics,  Inc. 

electronics  distribution 

27  Salton/ Maxim  Housewares,  Inc. 

small  electric  appliances  tor  the  home 

28  Schmitt  Industries,  Inc. 

manuf  hi-tech,  laser  meas.  equipment 

29  Standard  Management  Corporation 

buys  and  consolidates  insurance  companies 

30  Swisher  International,  Inc. 

franchising  hygiene  svcs.&  kitchen /bath  restoration 

31  Technitrol,  Inc. 

electronic  components,  electrical  contacts 

32  TheraTech,  Inc. 

innovative  drug  delivery  products  &  technologies 

33  Watsco,  Inc. 

distribution  of  HV AC/ R  equip.,  parts,  supplies 

34.  XLConnect  Solutions  Inc. 

systems  integrator 


circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive, 
equest  will  be  forwarded  to  each  company  and  information  will  be  mailed  promptly.  Deadline  for  response  1/31/98. 
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I  am  a  (circle  one): 

A. Private  Investor 
^  B.. Stockbroker 
_     C.  Securities  Sales  Mgr. 

D.  Security  Analyst 
-     E.  Portfolio  Manager 

F.  Investment  Club 
~     G.Cert.  Finc'l.  Planner 
H. Other 


;&  Title - 
3any  


State,  Zip  
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the  U.  S.,  can  probably  ad- 
dress any  customer  problems 
locally. 

If  you'd  rather  stick  with  a 
brand-name  supplier,  we  rec- 
ommend Compaq  Computer's 
Deskpro  2000  model  5200X, 
Dell  Computer's  Dimension 
M200A,  Digital  Equipment's 
PC  5100,  and  Gateway  2000's 
G5-200,  all  of  which  offer 
good  value.  Our  Dell  and 
Gateway  models  come  config- 
ured with  Microsoft's  Office 
!)7  Small  Business  Edition,  a 
$220  package  that  includes 
word  processing,  desktop 
jiublishing,  a  spi'eadsheet,  and 
mapping  software.  These  pro- 
grams are  ideal  for  a  finan- 
cial-planning fii'm,  a  small  re- 
tailer, or  a  real  estate  office. 
Gateway  adds  a  lai'ge,  17-inch 
monitor  that's  ideal  for  in-of- 
fice  presentations.  And  the 
Dell  Dimension  includes  a 
networking  card  that  makes 
it  easy  to  hook  up  to  an  ex- 
isting network. 

The  Compaq  and  Digital 
machines  aren't  tailored  to 


small  businesses.  But  both 
provide  beefed-up  memory, 
security,  and  remote-mainte- 
nance featiu'es,  which  ai"e  im- 
portant, say,  to  small  legal  of- 
fices or  doctors'  practices. 
And  both  models  are  avail- 
able from  wide  networks  of 
resellers  that  can  provide  in- 
stallation, software  loading, 
and  networking  assistance  at 
additional  charges. 

One  other  small  concern: 
None  of  the  six  machines  is 
fully  stocked  with  all  the  soft- 
ware a  small  business  needs. 
There  are  no  progTams  to  set 
up  a  customer  database,  put 
a  parts  catalog  up  on  the  In- 
ternet, or  automate  book- 
keeping, for  example. 

But  you  can  get  that  fi'om 
software  developers  or  com- 
puter dealers.  Any  of  these 
dependable  systems  will  give 
you  a  strong  foundation  for 
setting  up  a  small  shop — or 
expanding  one  that's  already 
humming. 

By  Gary  McWilliams 
in  Houston 


HOME  PCs: 
TO  HIGH 


m 

LOW  FRILL^I 
THRILLS  [ 


This  year,  there  are 
lots  of  models-from 
$500  to  $3,000-with 
plenty  of  juice 

In  years  past,  buying  a 
home  PC  was  pretty  sim- 
ple once  you  knew  your 
megahertz  from  your  giga- 
bytes. Basically,  you  bought  as 
much  PC  as  you  could  afford 
and  hoped  it  would  still  inn 
the  latest  software  three  years 
later. 

No  more.  Thanks  to  a  sud- 
den burst  of  mai'keting  cre- 
ativity, PC  makers  ai'e  flooding 
the  market  with  everything 
from  .$500  cheapos  to  ".$3,000 
muscle-bound  monsters  to  let 


you  surf  the  Web,  watc  |n 
and  update  youi"  spreadsl  \ri 
all  at  the  same  time.  But  o; 
few  new  byte-hogging  j: 
wai'e  titles  on  the  hoiizc  j  :- 
buyers  should  think  hai  't 
fore  splui'ging  on  this  ;bj 
superecreamer,  especially  h 
so  many  plenty-poweifiil 
natives  are  available, 
heavy  users  will  still  pn 
want  at  least  82  megab; 
memory  and  two  gigab: 
more  on  yom-  hard  dis 
even  these  general  rules 
cover  everyone. 

Just  ask  Richard 
chief  technology  office 
Boston-based  Wildfire 
munications,  which 
voice-activated  answ 
systems.  He  recently  b 


SMALL-BUSINESS  SOFTWARE 


EVEN  LITTLE  GUYS  NEED  POWER  PROGRAMS 


With  more  than  7  million  U.  S. 
small  businesses  spending 
some  $33  billion  a  year  on 
technology,  it's  no  wonder  software 
makers  think  small  is  beautiful.  The 
past  year  has  seen  a  deluge  of  soft- 
ware for  small  fry — from  office-pro- 
ductivity suites  to  ultra-simple  tools 
for  creating  Web  sites. 

The  hottest  trend  in  small-business 
software  is  networldng.  Networks  let 
employees  use  E-mail  and  share  print- 
ers and  files.  And  they're  a  great  on- 
ramp  to  the  Intemet,  which  is  full  of 
useful  resources  such  as  incorpo- 
rate.com,  a  site  that  helps  startups 
structure  their  businesses. 

Just  last  month,  Microsoft  debuted 
BackOffice  Small  Business  Server,  a 
package  containing  Windows  NT,  a  Web 
:  rver.  E-mail,  and  Microsoft's  SQL 
h'ci'ver  database.  "Wizard"  progi-ams 
walk  i.^'ers  through  tough  tasks  such  as 
setting  up  the  system.  But  at  $1,459,  it 
may  be  overkill  for  some.  Cost-con- 
scious companies  might  do  better  with 


Novell  Inc.'s  IntranetWare  for  Small 
Business.  At  $350  for  five  users,  it  has 
basic  file-  and  print-sharing,  E-mail, 
Web  access,  and  takes  under  30  min- 
utes to  install. 

Net  links  are  now  a  mainstay  of 
small-business  software.  Peachtree 
Software  Inc.'s  packages  ($100  to  $249 
for  10  users)  come  vnth  tools  for  cre- 
ating an  online  store.  And  designing 
your  own  Web  site  is  a  snap  with 
Claris  Corp.'s  $99  Home  Page.  It 


SMALL-FRY  SOFTWARE 


MICROSOFT  BACKOFFICE 
SMALL  BUSINESS  SERVER 

NOVELL  INTRANETWARE 
FOR  SMALL  BUSINESS 

CLARIS  HOME  PAGE 

MICROSOFT  OFFICE  '97 
SMALL  BUSINESS  EDITION 


$1,495 

350 

99 
499 


shields  novices  from  the  rigors  \ 
HTML  coding  and  lets  you  drag  aiS 
drop  data  from  applications,  such  ^ 
spreadsheets,  right  onto  your 
page.  e 

Don't  want  to  build  your  own  Wf 
site?  Try  Lotus  Development  Corj^ 
InstantlTeamroom,  a  service  that  le^ 
companies  rent  a  Web  site  for  a  piv 
ject,  say,  planning  a  product  laund 
The  team  can  share  files  and  chat  o| 
fine  for  a  monthly  fee  of  $15  per  us( 

For  eveiyday  office  activities,  chei 
out  Microsoft's  .$499  Office  97  Sm; 
Business  Edition.  It  includes  stan 
bys  Word  and  Excel,  but  swaps  a 
nancial  manager  for  the  Powerpoi: 
presentation  progi"am.  That  lets  y(j| 
pull  in  financial  data  ft'om  accountiif 
programs  and  analyze  issues,  sa; 
whether  to  lease  or  buy  your  compar 
cars.  With  all  these  tools  at  your  di- 
posal,  you'll  soon  be  on  your  way  » 
building  a  business  behemoth. 

By  Steve  Ham  ) 
in  San  Mateo,  CaV, 
I 
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3  Cisco 

wered  Network  s 


BEFORE  YOU  LET  A 
COMPANY 
CONNECT  YOUR 
BUSINESS 
TO  THE  INTERNET. 

ASK  YOURSELF, 
"WHO  CONNECTS 
THEM  TO  THE 
INTERNET?" 


If  the  answer  is  Cisco,  you 
know  your  network  service 
provider  is  supported  by  the 
products  and  technology 
that  brought  the  Internet  to 
business.  In  fact,  the  Internet  as 
we  know  it  today  is  built  on 
Cisco  equipment. 

Cisco  Powered  Network 
service  providers  are  equipped 
to  make  your  network  work 
for  you.  Whether  it's  Internet 
access,  ATM,  frame  relay  or 
other  data  services,  you  will 
know  your  business  is  getting 


the  quality  it  can  depend  on. 

Look  for  the  Cisco 
Powered  Network  mark  or  visit 
our  Web  site  at  www.cisco.com 
to  find  out  more  about  the 
participating  network  service 
providers.  Either  way,  you 
will  know  your  provider  is 
committed  to  giving  your 
business  the  most  in  reliable, 
secure  and  innovative  service. 
And  you  will  know  it's  powered 
by  Cisco  -  the  company  that 
makes  the  world's  networks 
work  for  business. 


Cisco  Systems 


The  Network  Works. 
No  Excuses." 


)C0  Systems,  Inc.  All  rights  reserved. 


EXECUTIVE 

P  0  W  E 

R  TOOLS 

D  e  s 

k  t  0 

P  s 

$499  PowerSpec  PCs  fi-om  re- 
tailer MicroCenter  for  both 
liis  mother  and  sister.  "I  built 
a  computer  for  my  Mom,  but 
I  became  her  own  personal 
support  center,"  says  Miner 
with  a  laugh.  "When  she 
called  me  on  the  beach  in 
Brittany  on  vacation  [to  fix 
a  bug],  that  was  the  last 
straw." 

MicroCenter's  model  isn't 
for  everyone.  With  just  16 
Mb  of  memory  and  a  1-Gb 
hard  drive,  it  has  the  bare 
minimum  needed  to  mn  Win- 
dows 95  with  everyday  ap- 
plications. But  Miner  is  hard- 
ly alone  in  buying  low-end. 
Experts  figure  that  40%  of 
all  home  PCs  sold  retail  this 
Chi'istmas  will  cost  less  than 
$1,000. 

The  imchsputed  king  of  the 
segment  is  Compaq  Comput- 
er Corp.'s  Presario  4505.  Its 
predecessor,  the  4504,  outsold 
the  nearest  sub-$l,000  rival, 
Packard-Bell's  L-198,  almost 
3-to-l  in  September,  according 
to  Computer  Intelligence.  At 
$999,  the  4505  features  a  fast 


HOMEINTHEMIDRANGE 

FCC  Commissioner 
Miciiael  Powell  chose  an 
HP  for  home  use,  based 
on  its  "reputation  for  reli- 
ability and  service" 

166-Mhz  Pentium  mmx  proces- 
sor and  a  2. 1-Gb  hard  diive, 
and  its  mini-tower  configiu'a- 
tion  leaves  room  for  expan- 
sion, unlike  most  budget  mod- 
els. But  decide  quickly — and 
don't  worry  about  prices 
falling.  They  won't,  and  stores 
may  run  out  of  stock  this 
Christmas. 

Stepping  up  a  few  price 
notches  brings  better  perfor- 
mance. Consider  Hewlett- 
Packard  Co.'s  Pa\illion  8160: 
It  costs  $1,854,  comes  with  a 
Zii-Mhz  MMX  processor,  a  6-gi- 
gabyte  hard  clrive,  and  added 
goodies  such  as  Polk  speak- 
ers and  a  volume  control  on 
the  keyboard.  It  also  offers  a 
raft  of  software,  such  as  Kai's 
Powei'  Goo  for  moii^hing  pho- 
tos. "HP  has  a  strong  reputa- 


tion for  reliability  and  sei-vice, 
and  price,"  says  Michael  K. 
Powell,  recently  sworn  in  as 
new  Republican  member  of 
the  Federal  Communications 
Commission.  Powell's  three- 
year-old  son  Bryan  has  be- 
come chief  computer  helper 
for  grandpa  Colin  Powell,  a 


HOME  PCS  FOR  EVERY  P 


MODEL 

MICROPROCESSOR, 

SOFTWARE 

THE 

MEMORY.  DISK  DRIVE 

INCLUDED 

SKINNY 

MICROCENTER 

166-IVIhz  Cyrix 

Microsoft  Works, 

This  PC  is  all  you'll  need  for  basic 

POWERSPEC 

chip,  16  Mb, 

Money,  and 

computing  and  Web  surfing. 

$499 

1  Gb 

Entertainment  Pack 

COMPAQ 

166-IVIhz  MMX 

Microsoft  Works, 

The  king  of  the  sub-$l,000  crowd  with 

PRESARIO 

16Mb,  2.1Gb 

Money,  Bookshelf, 

room  for  expansion  and  one-button 

4505 

Encarta,  and  Sim 

access  to  the  Internet. 

$999 

City  2000 

HP  PAVILLION 

233-Mhz  MMX, 

Microsoft  Works, 

Like  HP  itself,  it's  a  safe,  reliable  choice. 

8160 

32Mb.  6Gb 

Compton  Encyclopedia, 

Holds  its  own  in  the  feature  wars. 

$1,854 

Quicken,  SimCity  2000, 

including  phone  answering  capability 

Picture  It! 

that  you  will  rarely  use,  but  sounds  nice. 

GATEWAY 

266-Mhz  MMX 

Microsoft  Home 

Gateway  has  made  an  art  form  of 

G6-266 

Pentium  II 

Essentials  98, 

cramming  as  much  as  possible  into 

$2,499 

32Mb,  6.4  Gb 

Quicken  SE, 

a  mid-price  PC,  including  a  monitor. 

SONY 

300-Mhz  Pentium  II 

Microsoft  money, 

Stellar  sound  and  video  with  built-in 

PCV-240 

64Mb,  6.4  Gb 

Microsoft  3D  movie 

TV  tuner  and  camcorder  jacks  for 

$2,999 

maker,  Sony  Pictures 

making  and  editing  home  videos. 

Entertainment  sampler 

APPLE  POWER 

233-Mhz  PowerPC, 

None 

Available  via  Apple's  new  online  store. 

MACINTOSH  G3 

32Mb,  4Gb 

this  speedy  Mac  is  still  pricey,  compared 

$2,548 

to  this  year's  inexpensive  PCs. 

Note;  All  models  include  modem  and  CO-ROM.  Prices  do  not  include  monitor,  except  for  Gateway  and  Apple. 


mild  Luddite  who  dull, 
derstand  the  concept  of  ' 
imtil  Michael  explained;, 
300  pages  into  the  elder  r 
ell's  recent  autobiograpli; 
DIRECT  DEALS.  In  the  1 
price  range,  Packard  I.; 
$1,500  Multimedia  S-60 
Acer  America  Inc.'s  3 
Aspii'e  1280  are  decent 
natives  to  hp.  You  s 
also    check    out  ret 
CompUSA  Inc.'s  tailored 
tems.  In  mid-Novembe 
retailer  was  offering  a 
Mhz  system  with  32  me 
memory  and  a  56-kbps 
dem  for  just  $1,500. 
processor  is  not  a  Pe 
II— the  one  that  Intel  C 
disco-dancing  factory 
ers  are  trying  to  sell  y 
TV.  Not  to  worry.  The 
Pentiums  will  be  more 
adequate  for  most  po 
business  applications 
games,  especially  if  yo' 
it  with  32  Mb  of  memor 
All  that  said,  the  an 
rule  of  PC  pricing  stand 
have  yoLU-  system  nm  t' 
est  software  and  gizmo! 
still  look  slick  in  a  year, 
want  to  pay  about  $2,5( 
that  range,  consider  bu 
rect.  Gateway  2000's  G 
boasts  a  266-Mhz  Pentii 
and  a  good  17-in.  monitor 
a  newcomer  to  the  direct 
ket,  is  even  more  aggre 
Its  $2,100  Dii-ection  mode 
tm-es  a  300-Mhz  Pentiu;  1 
Dell  Computer  Corp's  314 
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NED 


Ned  knows  he's  en  a  flight 
to  L.A.  this  afternoon. 


Pop  quiz.  Why  docs  Al  know  so  much  more  than 
Ned? A)  He's  a  genius  H)  He'sa  swami  or  C)  He  uses 
A^Vccess'  -  the  American  Airlines  Interactive  Travel 
Network',  available  on  the  web  or  with  Personal 
A*Access '  travel  planning  software. 

c;  -  Al  uses  AAccess.  Which  means  he  can  get 
all  sorts  of  flight  information.  Book  and  purchase 
tickets,  including  .Net  SAX\ver  Fares  °  and  receive  an 
e-mail  confirming  liis  booking.  He  can  al.so  arrange 
upgrades  and  get  up-to-the-minute  information 


Al 


Al  also  knows  he's  on  a  flight  to  L.A.  today. 
Flight  #133,  a  Boeing  767  departing 
New  York  Kennedy  at  4  p.m.  out  of 
Gate  46,  scheduled  to  arrive  into  LAX  at 
7:11  p.m..  Gate  45,  Baggage  Carousel  3. 
For  his  seating  assignment,  he's  upgraded 
himself  from  21 A  to  3 A.  And  is  looking 
forward  to  watching  "Batman  &  Robin"*" 
on  video,  which  his  wife  refuses  to  see, 

even  if  it  does  have  George  Clooney. 
Al  knows  he'll  earn  2,475  A^Advantage® 
travel  awards  program  miles,  leaving  him 
just  530  shy  of  earning  his  next  set  of 

upgrade  stickers,  which  he  should 
pick  up  later  this  month.  Attaboy,  Al. 

I  ' on  his  AAdvantage  account,  including  activity  since 

I  I  his  last  statement.  Ail  from  his  computer 

I  mihfWd^  1      And  right  now,  Al  can  earn  up  to  1,000  bonus 

I     fiiP^iCCQSS  P  AAdvantage  miles  for  every  round  trip  on  American 

I  4„„,„ r  v  .  .       and  American  Eagle"  he  books  using  AAccess  and 

I  completes  by  the  end  of  the  year 

I  And  you  can,  too.  Just  visit  AX\ccess  via  the  Web" 

°"       Internet.  Or,  for  a  Windows'-based  link 
^^Sidi»yjii<iii»'i4iii«i»iiiaoKBi3Ea      to  American  Airlines.  Call  for  our  Personal  AAccess 
•'•■•r~fwagn'T\"\ 

'  '■^^     travel  planning  software. 

AmericanAirlines 

For  Internet  users.  .^Access  via  the  Web  is  located  at  www.aniericanair.com  To  order  PersonaLAAaess  for  vour  PC.  call  1-800-AACCESS  (222-2377). 


■lines,  AAdvaniagc  AAccess,  Amcncan  Airlines  Interactive  Travel  Network  and  Amencin  Bagle  are  registered  trademarks,  and  Net  S.\Aver  fares,  AAccess  via  the  Web  and  Personal  AAccess  are  irattemarks,  nl  American  Airlines,  Inc 
gle  isAmericans  regional  airline  associate  AmericanAirlines  reserves  the  nghl  to  change  A'\dv.intage  program  rules  regulations,  travel  av\ards  and  special  offers,  at  any  time  vMthoul  noticc.and  to  end  the  AAdvantage  program  with  six 
»nth.s  notice  "Batman  &  Robin." trademark  and    1997  Warner  Bros  Batman.  Rubin  and  all  related  characters  and  indicia  are  trademarks  of  DCConucs    199"  Windows  is  a  registered  trademark  of  Microsoft  (..orpfiration 
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Dimension  xps  has  a  266-Mhz 
MMX  chip,  82  Mb  of  memoiy, 
and  a  6.4-Gb  chive. 

Mac  lovers  will  want  to 
check  out  Apple's  new  online 
store.  The  prices  are  no 
cheaper,  but  you  can  cus- 
tomize the  machine  you  pur- 
chase rather  than  search  the 
store  shelves.  Steer  clear  of 


.$;3,000-plus  systems  unless  you 
have  a  compelling  reason  to 
spliu'ge.  "We  sit  ai'ound  tliink- 
ing  of  ways  to  ci"am  in  enough 
stuff  to  chai'ge  .$:3,000,"  admits 
Webb  McKinney,  head  of  hp's 
consumer  unit.  What  might 
justify  the  price?  Stellar-  sound 
and  video,  of  the  sort  Sony 
Corp.'s    PCV-240  delivers.  It 


includes  a  TV  tuner,  reams  of 
software  for  making  music 
and  movies,  and  handy  jacks 
for  hooking  up  consumer  geai'. 

Incredibly,  all  these  fea- 
tures actually  work,  says  Cai'l 
Holec,  a  technology  analyst 
with  ARS  Inc.  in  Dallas,  who 
owns  two  Sony  PCs.  "I'm  a 
power  user,  and  I've  never 


had  a  problem,"  he  saysi 
even  persuaded  his  fii 
president  to  buy  a  Sony, 
torn  Une:  Wliether  you'vej 
your  low-tech  mom  or  hji 
to-please  boss  in  mind,  ijn 
gi"eat  year  to  buy  a  comp|{ 

By  Peter  Burrows  in 
Mateo,  with  Catherine 
in  Washington 


SOFTWARE  FOR  HEARTH  AND  HOM^ 


KEEPING  YOU  SMART,  SOLVENT,  AND  SAFE  FROM  ALIENS 


Sure,  memory,  processing  power, 
and  hard-drive  capacity  are  ciit- 
ical  decisions  for  PC  buyers.  But 
what  ultimately  matters  is  more  per- 
sonal: using  the  PC  to  help  junior  mas- 
ter the  three  "R"s,  keeping  tabs  on 
your  finances,  and — in  lighter  mo- 
ments— deep-sixing  aliens.  So  selecting 
the  right  software  is  no  idle  task. 

Having  shelled  out  big  bucks  for 
your  PC,  you  may  want  to  see  i 
you  have  any  disposable  in- 
come left.  Quicken  Deluxe  98, 
.$60,  the  latest  update  to  Intuit 
Inc.'s  personal-finance  champ 
contains  new  features  that  take 
advantage  of  the  Internet.  Be 
sides  its  superb  checkbook  and 
budgeting   basics.  Quicken 
users  can  visit  a  companion  \i 
Web  site,  Quicken.com,  for 
news,  stock  quotes,  and  portfolio 
tracking. 

PACKAGE  DEALS.  Indeed,  many  of 
the  latest  progi'ains  exploit  the  Web 
and  other  technologies.  With  a  mouse 
click,  Mindscape  Inc.'s  $40  Chessmas- 
ter  .5500,  enables  players  to  compete 
against  human  opponents  via  the  Net. 
Edmark  Corp.'s  $45  Let's  Go  Read!, 
for  4-  to  6-year-olds,  uses  IBM  speech 
recognition  to  "listen"  when  youi-  child 
reads  aloud.  (It  comes  with  a  mike.) 

For  starters,  you  might  want  to 
consider  Microsoft's  Home  Essentials 
98.  The  package  includes  complete  ver- 
sions of  Word  97,  Money  98,  Encarta 
98,  Works  4.5,  and  Greetings  Work- 
shop. At  $109,  it's  a  deal,  even  if  you 
don't  need  each  progi'am — Word  alone 
would  set  you  back  at  least  that  much. 

If  you've  got  kids,  the  best  way  to 
justify  your  PC  purchase  is  to  help 
them  do  well  in  school.  Sev  eral  pub- 
lishers produce  fii'st-rate  <  ducationa! 
titles,  ranging  in  price  fi  i  m  $30  to 
$60,  including  the  Reader  I'abbit  se- 


ries from  the  Learning  Co.  and  the 
Reading  Blaster  and  Math  Blaster  se- 
ries ft'om  Davidson  &  Associates,  Inc. 
Broderbund  puts  out  the  excellent 
Living  Books  animated  stories,  and 
Carmen  Sandiego  titles.  Microsoft's 
new  My  Personal  Tutor  does  a  terrif- 
ic job  teaching  preschoolers  math, 
reading,  and  abc's. 

Add  IBM's  solid  new 


THAT'S  INFOTAINMENT 

In  addition  to  finance  and 
education  titles,  there's  lots  of 
fun  stuff  for  adults  as  well  as  kids 

CD-ROM  version  of  the  World  Book  to  a 
crowded  field  of  reference  works  that 
range  fi'om  Encarta,  to  the  1998  Groli- 
er  Multimedia  Encyclopedia.  The  latest 
Encaita  deluxe  version  featiu'es  a  pro- 
gram that  helps  students  organize 
term  papers  by  typing  info  onto  elec- 
tronic index  cards.  A  new  reference 
standout  is  the  $199,  80-CD  set  of  The 
Complete  National  Geogi'aphic,  which 


lets  you  examine  155,520  pages  of  ph( 
tographs,  maps,  articles,  and  covei 
from  the  magazine. 

Perhaps  the  best  news  from  th 
fun  and  games  side  is  that  youn 
girls  are  no  longer  getting  shoi 
shrift.  Mattel  Inc.  validated  girl 
games  with  last  year's  hit  Barb 
Fashion  Designer,  which  let  playei 
create  wardrobes  for  the  doll.  Ba 
bie  is  back  on  cd-rom  in  several  ne 
titles.  Now,  others  are  tai'geting  litt 
Suzie,  including  Rockett's  Ne 
School  from  Purple  Moon  an 
The  American  Gii'ls  Premiei 
fi'om  Learning  Co.,  based 
the  popular  books  and  doll 
Unlike  programs  aimed 
theu'  brothers,  girls'  softwai 
„>""  skips  the  blood  and  guts  ar 
features  heroines  girls  ca 
identify  with. 

If  mom  and  dad  ever  wrest  tl 
'  back  from  the  kids,  they,  to 
can  have  some  fun.  Berkeley  Sy 
tems  Inc.'s  You  Don't  Know  Ja( 
Volume  3,  the  irreverent  quiz  sho^ 
features  800  new  questions.  TI 
graphics  are  stunning  in  the  five-( 
Riven,  the  sequel  to  Myst  from  Re 
Orb  Entertainment  and  Cyan  In 
Meanwhile,  Pairoty  Interactive,  whi< 
poked  fun  at  Myst  with  the  Pyst  ci 
ROM,  is  taking  on  The  X  Files  TV  s 
ries  with  a  new  parody  called  The 
Fools.  Then  there's  always  Dilbert  ' 
remind  you  why  you'd  rather  avo. 
the  office.  DreamWorks  Interacti^ 
and  Cyclops  Software's  Dilbert 
Desktop  Games  features  such  dive 
sions  as  Boss  Evaders  (toss  stati 
reports  at  pink-slip-wielding  bo; 
heads)  and  a  Jargonizer,  where  "Sol 
ware  is  cool"  becomes  "Progi-am  co( 
is  perfectly  below  average  temper 
ture."  So  plunge  in. 

By  Edward  C.  Baig  in  New  Yol 
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Wliere  you  can  find  some 
f  tke  solutions  we  ve  created. 


Business  success  stones 
on  the  Internet^ 


'w  companies  lifne  cleploNCcI  Intei-net  and  Inlranfl  stralc£;ics  lhat  afc  siicccsslid  Knsnu-ss  soliitKins.  Al 
/ell.  w  e  \  e  ct-eated  Kundreds  ol  custornil/cil  solutions  lor  a  tli\ ci-sc  fanijc  ol  cl  it-n  t  s.  int-lLiclmi^  hirliinc  .lOO  anti 
'nc  companies  sucli  as  N'orlliw  eslcrn  Mutual  Lilc  aiul  I  lai-lc\ -Da\  idson.  as  well  as  companies  liln- 

ortli  Corporation.  C  atalina  N  larket  in;!;  and  BIlji'Iow  lea. 

'SWeK  is  a  leading  international  coTiipany  dedicated  to  clell\ei'lnq  powerlul  Internet  and  inli-anel  solutions  lor 
business-critical  needs.  Wrth  moT-e  tlian  .10  ollices  nationw  ide,  w  e  deliver-  compreliensl\ e  serv  ices,  includinj^ 
il  consultation,  strategic  and  arcKitecture  plannini;.  site  desif^n.  application  de\ elo|iment.  hostin<!>  and  site  mar- 
4-  Fmally.  tliei-es  a  name  > ou  can  turn  to  tliats  as  solid  as  the  clients  we  woi-k  lor.  So  let  us  put  our  expei-tise  to 
in  liuildin^^  an  internet  oi-  Inti-anet  solution  tliat  meets  yoiu' luisiness  objectives,  lo  receive  olm-  Ir-ee  <>ulde  entitled 
Put  an  Inl  WorL  v  isit  our  site  at  w w  w.iisw  cK.com/lorlune  21  or  cfi  1 1  1  -  8  S  8  -  L '  S  \V  E  B  -  i  1 1 .  e  X 1 . 2 1 7 . 

us  WEB. 

A  STRATEGIC    PARTNER   FOR  THE   INFORM  AT  ION   AGE  I' 
■CM997  L'S\\'cKC"orpnrtitinn.L'S\\'L-k  tlie  L'SWl-I.  InA.,  „n<\"\  sln.Uiii.'  p^irln.r  for  (It-  inlormi.tinn  a6e"«re  tradc-marU  <.l  L  S\\  <■!>  (  nrpn.-,,!  i<  .n 
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THE  COLOR  PRINTER  DILEMMA: 
JUST  HOW  FANCY? 


With  so  many 
options  available, 
think  carefully 
about  what  you  need 

Having  the  right  printer 
can  be  a  matter  of  life 
or  death.  So  say  mem- 
bers of  a  1995  expedition  to 
clear  1,400  pounds  of 
ti'ekkers'  debris  off  the  slopes 
of  Mt.  Everest.  The  amateui' 
climbers  carted  three  Com- 
paq Computer  Corp.  note- 
books and  tlii-ee-pound  Canon 
BJC-70  printers  up  18,000  feet, 
so  that  each  member  could 
cany  updated  climbing  plans. 
Amid  high-altitude  wooziness, 
says  team  member  Guy  Jolin- 
son,  "you  don't  want  to  de- 
pend on  memory." 

Most  of  us  won't  make  it 
to  Everest  this  year.  But 
anyone  who  uses  a  pc  should 
have  a  printer — preferably  a 
color  model.  The  choices  in 
inkjets  range  from  entiy-lev- 
el  pi-oducts  such  as  the  1000 
Color  Jetprinter  from  Lex- 
mark International  Inc., 
which  costs  as  little  as  $100, 


up  to  fancy  workgi'oup  mod- 
els such"  as  the  $1,700 
Hewlett-Packard  Co.  DeskJet 
i6()0rN.  With  so  many  options, 
think  carefully  about  what 
you  need. 

Many  shoppers,  wisely,  aim 
squarely  at  the  middle  of  the 
market.  Inkjets  fall  into  price 
bands  about  $100  apart,  and 
you  get  what  you  pay  for. 
Dirt-cheap  machines  are  slow 
and  lack  crispness  but  may 
be  adequate  for  kids.  Models 
for  $200  to  $300  are  a  lot 
better,  especially  for  moder- 
ate volumes  of  black-and- 
white  or  color  printing.  For 
$400  and  up,  you  get  a 
workhorse  that  will  crank 
out  thousands  of  pages, 
print  lifelike  pictures,  and, 
in  some  cases,  double  as  a 
scanner  and  fax — perfect 
for  a  home  office. 
MOVING   UP.   For  most 
people,  BUSINESS  week 
doesn't  recommend  entry- 
level  printers.  Aside  from 
then-  slower  speed — generally 
three   to   four  pages  per 
minute  in  monochrome  and 
several  minutes  per  page  in 
color — these    models  have 


COLOR  PRINTING  FOR  EVERYONE 

MODEL 

PRICE 

THE  SKINNY 

COLOR  INKJETS 

CANON  BJC-7000 

$450 

Seven  colors,  but  not  fast 

EPSON  STYLUS  COLOR  800 

$400 

Fast  and  sharp 

HEWLEH-PACKARD  DESKJET  7220 

$350 

Good,  cheap  to  use 

COLOR  PRINTER/FAX  MACHINES 

HEWLEn-PACKARD  OFFICEJET  610 

$600 

Dependable  best-seller 

CANON  MULTIPASS  C5000 

$550 

Better  resolution  than  HP 

BROTHER  MFC-7000FC  $1,000 

Fast,  great  resolution 

only  one  print  head,  which 
limits  their  flexibility  and 
quality.  You  have  to  switch 
between  a  black-ink  cartridge 
for  printing  letters  and  a 
three-color  cartridge  for 
graphics — and  settle  for  a 
muddy  black  made  by  com- 
bining the  three  color  inks. 
Over  time,  the  cost  of  the 
inks  used  to  simulate  black 
can  outweigh  a  cheap  print- 
er's price. 

For  just  another  $100,  you 
move  up  to  a  much  classier 
set  of  machines.  Models  such 
as  the  HP  DeskJet  672C, 
Canon  bjc-4300,  and  new  NEC 
Corp.  Superscript  750C  all 
have  two  print  heads,  one  for 


color  and  the  other  for  blsf 
and  churn  along  at  foursc 
six  pages  per  minute,  ^lte 
Canon  offers  the  best  piSt 
resolution  (in  dots  of  ink  }r 
inch)  of  the  three,  while  le- 
NEC  is  the  speediest. 

The  most  versatile  inkjts 
cost  $300  and  up.  At  tit 
price,  the  quality  of  h\ik 
printing  approaches  that  It- 
tainable  with  low-cost  m.oo 
chrome  laser  printers — {ilf 
you  get  color  for  spicing  l}! 
documents  or  printing  fla^y 
overheads.  The  Epson  St^jis 
Color  600,  the  Canon  bjc-JD. 
and  hp's  DeskJet  694C  fe 
all  dependable  choices  in  liis 
range. 
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lone  of  these  are  the 
licks.  The  leading  se- 
for  color  inkjets  are 
$400  Stylus  Color 
ich  beats  the  compe- 
1  speed  and  resolu- 
id  the  new  $350  hp 
:  722C.  We  also  like 
$450  BJC-7000,  which 
many  as  seven  inks 
richness  of  color.  It 


wn  a  clear  "primer," 
iig,  to  make  the  page 
esistant.  But  all  that 
toll  on  speed.  Indeed, 
these  models  is  real- 
itch  for  heavy  work- 
f  that  is  your  need, 
p  DeskJet  leoocN 
built-in  networking- 
idles  higher  volume. 

to  set  up  a  digital 
m?  There  are  several 
!  for  you.  The  top-rat- 
)duct  is  HP's  $500 
mart  printer,  which 
out  rich  images  on 
glossy  paper  stock  up 
)y  11  inches  in  size. 
10  Epson  Stylus  Photo 
iver  marks  for  image 

but  uses  cheaper 
nd  also  doubles  as  a 
:ional  Inkjet  by  print- 
plain  paper.  Neither, 


however,  was  designed  for 
plain  printing. 

You  can  also  buy  general 
purpose  inkjets  from  HP  and 
Canon  that  come  with  spe- 
cial inks  and  papers  for 
printing  photos.  But  as  with 
all  photo  printers,  output 
quality  depends  on  what 
you're  printing.  Low-resolu- 
tion images  grabbed  off  the 
Internet  or  snapped  in 
a  digital  camera  can 
look  gi'ainy.  Supplies  for 
photo  printers  are  also 
expensive. 

BUSINESS  WEEK  also 

checked   out  so-called 
multifunction  devices, 
sometimes  called  "hy- 
dras," or  all-in-ones.  These 
combine  a  printer,  fax,  and 
scanner  in  the  same  box. 
And  you  can  force  them  to 
perform  as  copiers  by 
scanning    and  then 
printing  documents. 
A  yeai'  ago,  most  hy- 
dras were  monochrome. 
Now,  you  can  get  color  mod- 
els such  as  the  $600  hp  Of- 
ficeJet 600,  the  $550  Canon 
Multipass  C5000,  and  the 
$1,000  Bi-other  mfc-tooofc,  all 
of  wliich  sport  color  scanning, 
too. 

COOL  SWAP.  What  if  you're 
not  tied  to  an  office?  Some 
road  warriors  like  Citizen 
America  Corp.'s  tiny  $500 
PN60i,  which  you  might  mis- 
take for  a  three-hole  punch. 
Battery-powered  and  weigh- 
ing just  over  a  pound,  it 
prints  in  color  on  paper  and 
transparencies  and  can  spit 
out  two  pages  per  minute. 
Canon's  alternative,  the  new 
BJC-80,  is  about  the  size  of  a 
notebook  PC'  and  weighs  in  at 
three  pounds  but  costs  only 
$300  and  can  print  up  to 
pages  per  minute. 

One  cool  feature  on  the 
B.jc-8n:  You  can  swap  out  the 
print  head  for  a  $99  scanner 
head  and  use  the  device  as  a 
mobile  color  scanner.  When 
Johnson  and  his  fellow 
cHmbers  head  back  to  Ever- 
est next  year  for  more  de- 
bris, that's  another  feature 
they  can  use  on  the  fly. 

By  Andy  Reinhardt  in 
San  Mateo,  Calif. 

For  more  information,  visit 
www.maven.businessweek.com 
or  on  AOL,  keyword:  Maven 


SCANNING 


SCANNERS  THAT  FIT  YOUR 
DESK-AND  YOUR  BUDGET 


Scanners  were  once 
big  beasts  of  ma- 
chines that  cost  a 
fortune.  Today,  some  are 
so  sleek  that  they  slide 
right  in  next  to  your  key- 
boai'd.  Tliey  can  easily  cap- 
ture text,  ditto  snapshots. 
And  the  cost  has  come 
down,  down,  down.  Today 
you  can  pick  up  a  scanner 
for  less  than  $200. 

Professionals  are  putting 
the  handy  devices  to  good 
use.  Some  lawyers  now 
scan  legal  documents  into 
laptops,  letting  them  dis- 
pense with  heavy  briefcas- 
es. Radio  host  Rush 
Limbaugh  organizes  his 
newspaper  clippings  with 
a  sheetfeed  model  from  Vi- 
sioneer  Inc.  And  Stephanie 
Jaskowski,  operations  man- 
ager for  The  Farmhouse 
Collection  Inc.,  a  Sun  Val- 
ley, Idaho,  furniture  com- 
pany, uses  a  Hewlett- 
Packard  Co.  flatbed 
scanner  to  instantly  move 
design  changes  on  paper 
into  the  computer. 

Which  scanner  should 
you  buy?  It  depends  on 
your  plans.  Scanners  come 
in  two  basic  flavors:  flatbed 
and  sheetfeed.  The  former 
are  big  and  clunky,  resem- 
bling a  foot-long  shiil  box, 
but  boast  high  resolution. 
Cylindrical  sheetfeed  scan- 
ners take  up  less  room 
than  flatbeds  and  also  cost 


as  much  as  35%  less.  If 
space  is  at  a  premium, 
then  you  might  try  a  small 
sheetfeed  like  Visioneer's 
new  PaperPort  Strobe  for 
$249.  Logitech  Inc.'s  $199 
PageScan  Color  Parallel 
sports  a  detachable  head 
for  scanning  bulky  images, 
plus  a  10-page  document 
feeder.  Or  for  just  playing 
with  snapshots.  Storm 
Technology  Inc.'s  EasyPho- 
to  Reader  is  a  no-brainer 
at  $99. 

For  moi'e  demanding 
tasks — if  you  have  room — 
try  a  flatbed  scanner,  such 
as  UMAX  Technologies  Inc.'s 
new  Astra  610S  for  $149 
or  Optic  Pro  9630P  from 
PlusTek,  for  $149.  We  also 
recommend  hp's  $299  Scan- 
Jet 5p.  It  offers  great  pic- 
ture clarity  and  stream- 
lined controls. 

Give  some  thought  to 
the  software,  too.  Some 
manufacturers  throw  in 
good  photo  software  from 
Adobe  Systems  Inc.  Vi- 
sioneer  offers  its  own  pro- 
gram, called  PaperPort 
Deluxe,  which  hp  bundles 
with  its  scanners.  It  will 
track  down  any  scanned 
document  with  a  word 
search.  Tricks  like  this,  and 
low-low  prices,  make  scan- 
ners the  peripheral  of 
choice  for  1997. 

By  Seanna  Browder 
in  Scdffle 


MODEL  PRICE 

HEWLEH-PACKARO  $299 

SCANJET  5p  (PC/MAC) 

STORM  TECHNOLOGY  $149  with 
EASYPHOTO  SMARTPAGE  PRO      rebate  (PC) 

UMAX  TECHNOLOGIES  $129  (PC) 
ASTRA  61  OP 

VISIONEER  $249  (PC) 

PAPERPORT  STROBE  $299 (MAC) 


EDITOR  S  COMMENT 

Nice  one-button 
control 

Good  for  digital 
photo  albums 

Reliable  flatbed 
at  a  low  price 

Delivers  vibrant 
color 


A  NEW  CONCEPT  IN  DOWNSIZING 
THE  COST  OF  COMPUTING  ^  NOW 
INTRODUCING  eSU^E  FROM  iOTU§ 
^  IT'S  THE  NEXT  BIG  GIG 


PAY  ONLY  FOR  WHAT  YOU  USE  AND  BLOW  YOUR  BUDGET  ON  BONUSES. 

Lotus  eSuite™  is  here:  an  integrated  set  of  Java™-based  applications  combined  with  an 

eSuite  Workplace 

transforms  the  desktop 

easy-to-use  graphical  user  interface.  eSuite  is  designed  to  bring  the  right  tools  to  the 

▼ 

right  people  within  your  organization. 

DESIGNED  FOR 

MORE  POWER  AND  CAPABILITIES  ACROSS  ALL  PLATFORMS.  eSuite  Workplace™ 

JAVA 

serves  as  a  single  point  of  access  to  all  the  capabilities  a  user  could  want,  including 

COMPACT, 

business  productivity  applets,  your  company  intranet,  e-mail  and  the  Internet.  This 

EASY-TO-USE  APPLETS 

simplified  desktop  actually  empowers  people  to  work  and  communicate  more 

INTUITIVE 
USER  INTERFACE 

efficiently.  That  equates  to  greater  productivity  and  a  sizable  reduction  in  overall 

software,  maintenance,  training  and  support  costs.  Which  all  adds  up  to  a  computing 

budget  you  can  swallow,  or  even  spread  around  a  bit. 

EASY 
WEB  ACCESS 

eSuite  Workplace  is  task-focused,  snappy  and  easy  to  use  from  the  start.  So  you  can  dive 

right  into  your  work  and  be  productive  right  away.  Think  of  the  dollars  saved,  the  hours 

gained,  the  nuisance  avoided.  Lotus  eSuite  looks  like  a  lot  more  than  the  next  big  gig 

e-l)usiness 

in  computing.  It's  the  advent  of  an  entirely  new  business  sensibility. 

Next  steps  on  your  agenda:  learn  more  about  eSuite  technology.  Give  us  a  call  at 
1  800  872-3387,  ext.  D581.  Or  visit  us  at  our  website  www. esuite. lotus. com  for 

1  Lotus.  1 

more  information. 

Working  Together 

In  CanaJa,  call  1  800  GO  LOIUS.  ®  199/  bins  De»elipinent  CorpDialion,  55  Cambridge  Parkyiay,  Cambndge,  MA  02142  «l  ngbis  icerved  Loios  and  Working  Icgeitiei  are  regislered  rradenarks  and  eSuile,  eSurle  Wortflace  and  Work  Ihe  Web  are  trademarks  ol  loins  Dfielopmenl  Corp 
Java  IS  a  trademark  ol  Sun  Mii:[osyslems,  Inc  Hie  e-business  logo  is  a  l/ademark  ot  International  Business  Machines  Corporation 
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DIGITAL  CAMERAS 
COME  OF  AGE 


They're  as  easy  to 
use  as  the  old  point- 
and-shoot  models, 
and  the  display  is 
almost  irresistible 

Propelled  by  plummet- 
ing prices,  digital  cam- 
eras exploded  onto  the 
consumer  market  this  yeai'. 
It's  not  hard  to  see  why.  The 
newest  models  are  as  easy  to 
use  as  conventional  point-and- 
shoot  cameras  and  have  an 
additional,  almost  irresistible 
ku'e:  instant  gTatification.  Vu'- 
tually  all  of  the  new  cameras 
come  with  a  built-in  liquid- 
crystal  display  that  lets  you 
immediately  see  what  you've 
just  shot.  And  unlike  film 
cameras,  if  you  don't  hke  the 
results,  you  can  delete  them. 
Most  of  the  cameras  have  a 
video-out  port,  so  you  can 
show  your  snapshots  on  your 
TV  or  record  them  on  your 
VCR.  And  with  a  little  extra 
work,  you  can  load  them  into 
your  personal  computer,  piint 
them  out,  post  them  on  a 
Web  page,  or  E-mail  them  to 
the  gi'andparents. 


So  these  digitals  give  you 
an  immediate  kick — and  other 
cool  features.  The  picture- 
editing  software  that  comes 
with  all  of  these  cameras  lets 
you  easily  correct  for  such 
shutterbug  problems  as 
red-eye  or  underexpo- 
sure, or  color  defects 
caused  by  fluorescent 
lights.  But  once  you  get 
the  hang  of  the  software, 
you  can  also  insert  new 
people  or  backgrounds 
into  photos  and  add  spe- 
cial effects  such  as  halos. 
A  FEW  FLAWS.  I  spent  a 
couple  of  weeks  playing 
with  a  dozen  digital  cam- 
eras, ranging  in  price  from 
Hewlett-Packard  Co.'s  $299 
PhotoSmart  to  Eastman  Ko- 
dak Co.'s  $839  DC210  Zoom 
camera.  I  used  each  to  shoot 
the  same  subject,  a  blooming 
plumeria  on  my  patio,  and 
printed  out  the  results  on 
two  new  photo-quality  print- 
ers, Canon  Inc.'s  B.ic-4304  and 
hp's  DeskJet  722('.  I  also  took 
the  cameras  to  a  birthday 
party  to  find  out  how  they 
hanclled  low-light  conditions 
and  whether  other  people 
would  find  the  controls  easy 
to  master. 


What  I  discovered  was 
how  far  digital  cameras  have 
come  in  just  a  few  years.  I 
now  have  a  handful  of  fa- 
vorites (table).  Most  of  them 
have  some  shortcomings,  so 


WITH  SONY'S  MAVICA, 
YOU  CAN  POP  THE  FLOPPY 
DISK  RIGHT  INTO  A  PC 

here  are  a  few  tips  on  buying 
your  fii'st  digital  camera. 

First,  if  you're  planning  to 
replace  your  point-and-shoot 
film  camera,  forget  it.  Sub- 
$1,000  digital  cameras  can't 
come  close  to  matching  the 
resolution  of  silver-halide  film 
for  piints.  Don't  even  consid- 
er a  camera  with  a  resolution 
of  less  than  640x480  pixels. 
That's  the  minimum  accept- 
able for  viewing  snapshots  on 


FOR  THE  DIGITAL  SHUnERBUG 


m 


MODEL 

SONY 

DIGITAL  MAVICA 
MVC-FD7 

MINOLTA 
DIMAGE V 


CANON 

POWERSHOT  350 

KODAK 
DC210Z00M 

EPSON 

PHOTOPC  600 


PRICE        RESOLUTION  THE  SKINNY 

$689     640x480  It's  bulky  but  boasts  a  long-life  battery.  This  is  the 

pixels  only  camera  that  stores  images  on  conventional 
floppy  disks. 

$499     640x480  Produces  the  best  images  in  its  price  range  and  sports 

pixels  a  unique,  detachable  lens.  But  the  LCD  viewer  can't 
handle  low  light,  so  sometimes  it's  guess-and-shoot. 

$499     640x480  Compact  design  is  ready  to  go,  with  adapter/recharger 

pixels  included. 

$839     1,152x854  Its  higher  price  buys  excellent  image  quality,  and  the 

pixels  design  is  compact  and  intuitive. 

$769     1,024x768  Great,  fast  LCD  viewer  on  a  camera  that  produces 

pixels  excellent  results. 


a  TV  or  computer  tlispla.J 
you  want  prints  for  Ch 
mas  cards  or  a  newsle 
expect  to  spend  more 
$700  for  a  camera  that 
capture  at  least  1,024 
pixels.  Tliat's  good  enoug 
snapshot-size  prints,  but 
probably  won't  be  happy 
8x10  enlargements.  An 
good  as  today's  color  ii 
printers  are,  the  prints 
produce  will  fade  faster 
photos.  And  they're  vul: 
ble  to  spills  and  greasy 
gei'prints. 

Battery  life  is 
"     deal,  too.  So  when  pr 
these  cameras,  add  ii 
cost  of  a  set  of  rech; 
able  batteries,  a  cha: 
and  an  AC  adapter.  ' 
are  included  for  i 
Corp.  and  Canon 
cameras.    The  E 
Ameiica  Inc.  PhotoPC 
also  comes  with  ba 
ies  and  a  recharger. 
most  of  the  other  camera 
elude  just  a  set  of  con 
tional  alkaline  batteries 
will  allow  only  a  coup^ 
hours  of  use.  As  much 
liked  the  Minolta  Dimaj 
camera,  with  a  detach 
lens  that  lets  you  shoot 
crowds  or  ai'oiuid  comeri 
a  periscope,  I  only  got  s 
pictures  before  the  batt 
gave  out.  Tip:  Some  can 
have  an  optical  viewfind( 
addition  to  the  LCD  dis 
That  helps  conserve  bal 
life  and  makes  it  easie 
handle  close-up  focusire 
problem   with   the  Cu 
Powei-Shot  350. 
ENDLESS  SCANS.  Gettin.L.Ti 
tures  into  the  compute) 
bit  of  a  hassle.  In  most  est 
you  have  to  run  a  seriaiC< 
ble  from  the  camera  to  pv 
PC.  Sony's  Digital  Mf|( 
cameras  avoid  that  by  bpc 
ing  a  3.5-inch  floppy  disldi 
ve  into  the  camera.  Whe 
makes  the   Mavica  al 
bulky,  it  means  that  ymc; 
transfer  pictures  by  poi^ii 
out  the  disk  and  puttii? 
in  the  computer.  It's  ^e. 
foi'  parties  and  wedding,  i 
well  as  for  real  estate  agnt 
sales  reps,  and  landscas)' 
You  take  the  pictures 
leave  the  disk  with 


146  BUSiri 


NOVEMBER  24.  1997 


OUR  HOLIDAY  RATES 

 07i e  cos t  o^^,s lecp in i/  o n  ^t/o u/^  

R  A  N  G  E 

^li  ill  I  It/  Is^J^lo  o  /*      /^y  e.y^y/*o///  a  s  o  ne  6  a  cA 

FROM  $49  TO  $64 

 to  deuat ed  hlood  fifH^,s,s(it^e .  

A  NIGHT 

^ei//(cc  f//c  -sV/'C-fS  of  J(r//////j  ///.s^/a-  /uy  ////a>//u///^c/  ///  //(>///■  o/n//  yan  /  /■ca///.  or  /•(■/<r.v - 


uUjl  ///  oa/'  ii>////'/^>(>o/  —//(HO  (//  A^xwtf/ //o//(/(///  /'o/os  ////■(>//(///  ■  /i  />/v/(Ovy  i''V//</.  .  {//</  ■\///<  (' 
(j&ta^tyarc/ /'\ /nrr/  o/ .  (farno/f  [T^caur/'dsTi/o//'// cor//^  //•<■<•  inrai/fo/hs/o'S/cr  -  (o//f/c  .s/(U///n/ 


a  /^om  rS'O  co/)>/o/-ta6/i' .  //o/tr  /'f/o//oi:s-  //nit/  cav/  fo  s/oo^)  cv/  //<>///• //oo/: 


THE     HOTEL     DESIGNED     BY     BuoiNESS  TRAVELERS 
Contact  us  at  800-321-2211  or  www, courtyard. com.  Or  see  your  travel  agent 

r  of  rooms  available  at  these  rates  Thursday  through  Sunday  at  participating  locations  1 1/14/97-2/22/98  Two-day  advance  reservation  required  Special  rate  lor  Thursday 
n  conjunction  with  a  Friday  night  stay.  Sonne  blackout  dates  and  restrictions  may  apply  Offer  not  valid  on  12/31/97  Rates  not  available  at  some  Arizona  and  Florida  locations 
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hosts  or  clients.  The  other 
cameras  store  pictures  inter- 
nally, or  on  a  variety  of 
miniature  memory  cards, 
some  of  which  come  with  a 
PCMCIA  adapter  that  fits 
many  laptop  computers.  But 
these  removable  storage 
cards  generally  cost  $40  and 
up  for  two  megabytes,  while 
extra  floppies  are  cheap  and 
readily  available. 

As  digital-camera  technol- 
ogy matures,  these  cameras 


are  adding  all  the  features 
that  you  expect  from  film 
cameras — and  more.  Sony's 
MVC-FD7,  for  example,  has  a 
lOx  optical-zoom  lens  and 
special  settings  for  soft-focus 
portraits  and  sepia  photos. 
And  a  new  camera  from  Ca- 
sio, the  QV700,  can  take  con- 
tinuous pictures — one  each 
second — when  the  shutter 
button  is  held  down.  It  also 
will  capture  snapshots  a  sec- 
ond and  a  half  before  you 


press  the  button,  as  well  as 
a  half-second  later.  How? 
Whenever  the  camera  is  on, 
its  photo  sensor,  or  CCD,  con- 
stantly scans  ai)d  displays  im- 
ages on  the  LCD  screen.  All 
Casio  had  to  do  was  build 
in  a  buffer  memory,  which 
stores  the  previous  two  pic- 
tures when  you  push  the 
shutter  button.  You  decide 
which  is  best,  and  then  erase 
the  rest. 

The  digital  camera  isn't  the 


only  way  to  get  picturd 
your  PC.  There  are  scji 
(page  143)  for  those 
shots  that  you  now  st 
shoeboxes,  and  most 
finishei's  will  give  you 
of  the  roll  scanned  ont 
py  disks  for  about  $4. 
you're  looking  for  i: 
gi'atification — today's  M 
of  the  old  Polaroid 
Camera — go  digital. 

By  Larry  Armstrc 
Los  Angeles 


RA  SERKES.  RE/MAX  BAY  AREA  iMC. 


WEB  IMAGES  INTO  GOLD 

A  SONY  HIS  HANDICAM,  A  MACINTOSH 
8600,  AND  AN  HP  LASERJET  HELP  NAB 
A  REAL  ESTATE  DEAL  A  MONTH 

Two  and  a  half  years  ago,  Ira  Serkes 
was  setting  up  his  Web  site, 
www.home-buy-sell.com,  and  looked 
into  digital  cameras  as  a  way  to  post 
pictures  on  the  Web.  Not  an  option,  he 
decided.  The  cameras  wei'e  expensive. 
And  the  pictures  they  produced  looked 
cheesy  on  a  computer  screen — and 
even  worse  when  printed.  Instead, 
Serkes  opted  for  a  camcorder.  Mass- 
produced  and  relatively  inexpensive, 
"it  has  got  proven  optics  and  can  han- 
dle a  variety  of  ambient  hght  condi- 
tions," he  says. 

This  may  seem  like  an  odd  choice — 
until  you  understand  his  business. 
Serkes,  47,  and  his  wife,  Carol,  work 
for  real  estate  agency  re/max  Bay 
Area  Inc.  in  Berkeley,  Calif.  Serkes 
was  one  of  the  first  realtors  to  rely  on 
digital  imaging  as  a  business  tool. 
WTien  visiting  a  new  property,  he 
wields  a  Sony  Hi8  Handicam  with  12x 
zoom  the  same  way  a  professional  pho- 
tographer uses  a  still  camera  in  the 
"burst"  mode,  capturing  streams  of 
still  pictui-es.  "As  an  amateur  photog- 
raphei;  what  I've  found  is  that  it's 
hard  to  get  a  good  image  without  tak- 
ing a  lot  of  ]jictures,"  he  says. 
FAST  FLYERS.  After  strolling  through  a 
new  listing  with  the  camcorder  i-un- 
ning,  Serkes  plugs  it  into  a  Macintosh 
8600  with  audio/video  capability.  He 
clicks  on  the  Apple  Video  Player  and 
I'uns  his  video,  hitting  the  progi'am's 
"save"  button  whenever  he  spots  a 
good  snapshot.  "I'll  typically  grab  20 
or  25  images  and  weed  most  of  them 
out,"  he  says.  The  Mac  saves  the  good 


images  as  pict  files — relatively  large, 
high-resolution  files  that  the  Serkeses 
use  to  create  brochiu'es  with  the  help 
of  Adobe  Systems  Inc.'s  PageMaker. 

The  pair  print  their  brochures  on  a 
Hewlett-Packard  LaserJet  printer 
and  hand  them  out  at  open  houses. 
They  have  an  hp  color  Inkjet  printer 
as  well,  but  it's  too  slow  to  turn  out 
the  50-plus  flyers  they  need  for  each 
listing.  They  also  create  electronic 
versions  of  the  brochures  so  they  can 


E-mail  them  to  clients,  f^r  the  Web 
page,  though,  they  compress  the  im- 
ages to  much  smaller,  color  files  in 
the  JPEG  format.  "We  work  very  hard 
to  stay  behind  the  technology  curve 
on  the  Web  site,"  Serkes  says.  His 
point:  The  newest  and  coolest  some- 
times slows  things  down  on  the  Web. 
"Pictures  have  to  load  quickly,"  he 
says.  "We  don't  want  to  turn  off 
anyone  who's  coming  in  at  9,600  baud 
on  AOL." 


Is  it  worth  it  for  the  couple  to 
spend  several  hours  and  $25  each 
month  to  maintain  their  Web  site 
"This  is  the  most  significant  thing 
we've  done  to  build  our  business,' 
swers  Serkes.  In  the  past  year  ar 
half,  the  couple  has  paiticipated  ii 
$4.5  milhon  worth  of  sales  throug 
their  Web  site,  with  commissions 
have  gone  as  high  as  6%.  They've 
been  doing  a  deal  a  month,  and  tl 
Web  sales  now  account  for  a  thirc 
their  business. 
FORTRAN  DAYS.  People  wh( 
know  Ii'a  Serkes  aren't  sur| 
piised  to  find  him  blazing 
trails.  A  Bronx  native,  he  1| 
been  comfortable  with  com 
ers  since  the  old  days  of  pi| 
cai'ds  and  the  Fortran  pro; 
ming  langTiage.  Ti-ained  as 
lirmical  engineer,  he  work| 
for  Chevi'on  Corp.  imtil  he 
his  real  estate  Ucense  in  1 
and  he  has  never  been  far 
state-of-the-art  computer 

That  shouldn't  scai'e  off 
who  aren't  so  savvy.  Serke 

VIDEO  MAVEN 

Serkes  decided  not  to  bi 
digital  camera  and  harv< 
stills  for  the  Internet  fro 
his  Sony  camcorder 

camcorder  approach  is  accessible 
anyone.  If  your  personal  compute 
isn't  equipped  for  audio  and  vide( 
can  get  results  just  like  those  of 
Serkeses  by  adding  a  video  captu 
card  or,  easier,  plugging  a  produc 
Play  Inc.'s  Snappy  Video  Capturt 
the  parallel  port.  After  that,  mos  1 
the  magic  is  in  the  editing.  Light 
Camera.  Action. 

By  Larry  Arm; 
in  Los  A 
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ECHNOLOQY 
SHOULD 


PERMIT 


1  your  head.  Bite  your  nails.  Technology  was  supposed  to  mal<e  things  easy  So  why  is  figuhng  out  how  to  use  it  so 

e  see  things  from  a  different  perspective.  (And  always  have.)  It's  called  network  computing.  And  that's  led  us  to  r% 

3hs  like  our  Java'"  technologies.  Taking  away  the  hurdles.  Making  computing  more  seamless,  more  transparent.  So  ^Uil 

exactly  what  you  want  to  do.  Without  having  to  spend  your  life  figuring  out  how.  THE  NETWORK  IS  THE  COMPUTER:"  microsystems 

!ms.  Inc  Ml  nghls  fesenieo  Sun,  Sun  Microsvslems,  Ihe  Sun  Logo,  Java  ant)  Tne  Network  I.  Tne  Comcote-  are  rrademan.,5  or  regrslered  lradem,3,t.  ot  Su.r  Mic,o;„./ems,  Inc  ,n  rhe  ij    and  „tn«  vjun'ne-,  www  sun  com 
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ALL  ROADS 
LEAD  TO  THE  WEB 


0 
^for 


Cable  modems, 
set-top  boxes-these 
days,  you  can  choose 
among  a  slew  of 
Internet  on-ramps 

So  you  want  to  take  a 
ride  on  the  Web.  Your 
first  decision  is  which 
company  will  provide  the 
right  on-ramp — and  your 
choices  have  never  been 
greater.  Internet  service 
providers  in  North  America 
have  exploded  to  4,000,  up 
from  2,300  a  year  ago.  So, 
too,  have  the  ways  you  can 
hop  on  the  Net,  and  the 
speeds  you  can  travel. 

Oh,  sure,  basic  dial-up  ser- 
vice is  still  the  most  common. 
Using  a  pc  equipped  with  a 
modem,  you  can  reach  the 
Net  the  good  old-fashioned 
way.  But  there  are  also  some 
new  options — from  digital  TV 
set-top  boxes  that  let  you  tap 
into  the  Web  fi'om  the  com- 
fort of  your  couch  to  speedy 
cable-modem  services  that 
deliver  information  to  your 
PC  up  to  100  times  faster 
than  conventional  modems. 
FAST  WORK.  If  y(ju  feel  the 
need  for  speed,  consider  a  ca- 
ble-modem sei-vice.  This  links 
PCs  to  the  Net  via  special 
modems  connected  to  a  ca- 
ble-TV  system.  The  results 
can  be  breathtaking.  Startup 
(S'Home  Corp.'s  service,  for 
example,  lets  you  download 
2()  pages  from  a  Web  site  in 
the  same  time  it  takes  to 
download  a  half  page  using  a 
28.8  kbps  modem. 

Not  shabby.  But  don't 
count  on  picking  up  the 
phone  and  having  the  cable 
guy  install  service  the  next 


day.  Not  all  cable  operators 
offer  Internet  access,  and 
those  that  do  sell  it  only 
in  select  cities.  @Home,  based 
in  Redwood  City,  Calif., 
services  15  areas  (including 
Seattle  and  Baltimore) 
through  cable  operators 
Tele-Communications,  Com- 
cast, Cox  Cable,  and  Inter- 
Media.  Time  Warner  Inc.'s 
Road  Runner  service  is  avail- 
able in  Portland,  Me.,  and 
nine  other  markets,  while 


U  S  West  Inc.'s  MediaOne  is 
in  seven  locales,  including 
Boston  and  Detroit. 

The  speed,  though,  comes 
at  a  price:  Cable-modem  ser- 
vice costs  I'oughly  double  the 
average  $19.95  monthly  fee 
charged  by  isPs  for  dial-up  ac- 
cess. Expect  to  pay  about  $35 
to  $55  a  month,  plus  an  in- 
stallation fee  as  high  as  $150. 

That's  why  it's  important 
to  assess  how  much  you  use 
the  Net  when  deciding  on 


cable  modems.  And  keejii 
mind  one  other  thing:  Wal  J.  !i 
the  cable  companies  extoljh  Ms, 
speed  of  their  services,  ;ifu  mi 
experience  can  vai-y  depfc  iiten 
ing  on  how  many  of  ^!lu 'top 
neighbors  are  using  the  s|h  "at  n; 
cable  connection.  hi 
If  sitting  in  ft-ont  of  :  ''  nitli 
isn't  appealing,  you  can  1  i  !!9S,i 
up  to  the  Net  via  your  (aisfe 
Mici-osoft's  WebTV  and  i  Nfe 
cle's  Network  Computing  i'lnd 
provide  technology  that  It  jv ; 


ivs  cmise  the  Web  us- 
V,  a  set-top  box,  and  a 
control.  This  makes  a 
ense  for  famihes  that 
0  explore  cyberspace 
'T  or  just  find  PCs  too 
ive  or  intimidating. 
4  GEMS.  The  WebTV 
IS  been  available  in 
since  September,  1996, 
manufacturers  Sony 
md  Philips  Magnavox. 
V.  15.  WebTV's  latest 
will  hit  store  shelves. 
WebTV  Plus,  it  uses  a 
)dem  plus  a  disk  drive 


which  includes  guides  to  local 
and  national  TV  and  Web  pro- 
gramming. Like  most  ser- 
vices, it  runs  $19.95  a  month. 
Oracle  is  working  on  softwai'e 
that  is  due  early  next  year 
that  will  match  the  advances 
made  by  WebTV  in  combin- 
ing TV  and  the  Web  on  one 
screen.  It's  also  expected  to 
match  the  price:  With  the 
set-top  hardware,  it  will  cost 
under  $300. 

If  you  want  to  get  on  the 
Net  like  most  people  do  to- 
day— via  a  PC  modem  with 


How  do  you  size  up  an 
ISP?  The  best  way  is  to  ask 
friends  and  co-workers  about 
their  experiences.  But  there 
are  other  sources.  Board- 
watch's  guide  to  ISPS  is  one 
helpful  primer.  TeleChoice 
Inc.,  a  Verona  (N.J.)  consul- 
tant, recently  surveyed  1,550 
Web  siufers  about  their  iSPs. 
Among  the  nationwide  ser- 
vices, AT&T  and  Sprint  Corp. 
received  top  ratings  for  relia- 
bility and  perfoiTiiance.  Spiint 
goes  a  step  further,  guaran- 
teeing that  subscribers  will 


tion  of  news,  chat  gi'oups,  and 
tips  on  how  to  use  the  Web. 

Ti'aditional  online  semces, 
such  as  AOL,  differ  from  isPs 
because  they  create  their  own 
combinations  of  information, 
entertainment,  and  sports 
news  that's  available  only  to 
their  subscribers,  aol's  repu- 
tation took  a  beating  this  yeai- 
because  of  network  and  E- 
mail  problems.  Service  can 
still  be  slow.  But  at  $19.95  a 
month,  it  remains  one  of  the 
easiest  ways  for  people  to  get 
famiUar  with  the  Web. 


CYBERSPACE  CONNECTIONS 


FOR  SPEED  FREAKS 

©HOME  AND  U  S  WEST'S  MEOIAONE  These  cable-modem  services  connect  pes  to  the  Internet 
at  scorching  speeds— 100  times  faster  than  28.8  kbps  modems.  The  trade-off  is  a  higher 
monthly  bill  that  runs  from  $34.95  to  $54.95  for  unlimited  access  plus  installation  fees  of 
$95  to  $150. 

SBC  COMMUNICATIONS  Like  other  Baby  Bells,  the  West  Coast  and  Southwest  regional  carrier 
offers  ISDN  services  that  link  customers  to  the  Net  at  more  than  four  times  the  speed  of 
traditional  modems.  Prices  vary  for  isdn  service  for  128  kbps  connections,  sbc,  for  exam- 
ple, offers  unlimited  monthly  access  in  Texas  for  under  $100. 

FOR  LAID-BACK  COUCH  POTATOES 

MICROSOFT'S  WEBTV  This  device  connects  subscribers  to  the  Internet  via  a  tv  set-top  box 
and  a  remote  control  for  $19.95  a  month.  Sony  and  Philips  Magnavox  sell  the  set-top  box- 
es for  about  $199.  (Customers  get  a  $100  rebate.)  A  new  model  called  Webiv  Plus,  which 
hits  store  shelves  on  Nov.  15,  is  faster — and  more  expensive,  at  $299. 
ORACLE'S  NCI  This  WebTV  competitor  licenses  software  used  with  set-top  boxes  made  and 
sold  by  other  companies,  including  Japan's  nec.  In  the  U.  S.,  rca  offers  two  models,  priced 
at  $249  and  $199,  and  a  monthly  $19.95  connection  service  via  NetChannel. 

FOR  THE  COST-CONSCIOUS  PC  USER 

AMERICA  ONLINE  The  No.  1  online  service  is  one  of  the  easiest  to  install,  with  a  catch:  It 
can  be  slow.  Still,  it's  loaded  with  content  and  chat,  all  for  a  $19.95  unlimited  usage  fee. 
SPRINT'S  INTERNET  PASSPORT  Sprint  is  the  first  major  dial-up  service  to  offer 
guaranteed  service  for  $19.95,  which  means  if  you  can't  get  on,  they  owe  you  a  week  of 
free  usage. 

MINDSPRING  This  service  gets  high  marks  from  customers  who  like  the  fast  and  efficient 
customer  response  and  reliability.  The  $19.95  unlimited  monthly  service  has  a  strong 
presence  on  the  East  and  West  coasts,  but  isn't  available  nationwide. 


:  more  speed  out  of  the 
ox.  In  addition  to  the 
I  box,  you'll  also  pay  a 
monthly  fee. 
alternative  to  WebTV 
?t-top  product  sold  by 
lat  uses  Oracle  soft- 
The  price,  including  a 
ird  that  plugs  into  the 
$199,  with  a  $249  mod- 
ulable  that  sports  a 
ss  keyboard.  The  box 
igned  to  work  with  a 
i  by  NetChannel  Inc., 


help  from  an  isP — you  can 
choose  among  scads  of  com- 
panies. All  Net  sei-vices  pro- 
vide an  E-mail  address  and 
typically  charge  $19.95  a 
month.  But  remember:  Con- 
gestion on  the  Net  and  the 
poky  pace  of  most  modems 
remain  problems.  Over  the 
past  year,  iSPs  have  scram- 
bled to  improve  sei-vice,  but 
be  on  the  hunt  foi-  those  with 
a  I'eputation  for  reliable  con- 
nections and  E-mail  delivei'y. 


always  be  able  to  get  con- 
nected to  the  Net,  or  they 
get  a  week  of  free  service. 

In  an  effort  to  differentiate 
themselves  and  to  mimic  the 
success  of  No.  1  online  service 
America  Online  Inc.,  many 
ISPS  are  providing  Web  site 
listings  and  guides  that  make 
their  services  easier  to  use. 
One  handy  addition  offered  by 
some  ISPS,  including  at&t 
and  MCI  Communications,  is 
c/net's  Snap!  Online,  a  collec- 


While  getting  on  the  Net 
still  isn't  as  easy  or  reliable 
as  picking  up  a  phone,  con- 
.sumers  have  more  choices 
than  a  year  ago.  Now,  the 
hard  part  is  deciding  whether 
you  want  to  totally  relinquish 
the  TV  to  the  kids  by  linking 
it  to  the  Web. 

By  Heather  Qreen 

For  more  information,  visit  BW 
Online  at  www.businessweek.com 
or  on  AOL  at  keyword:  BW 
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AUTOMATIC  WEB  DOWNLOADS- 
WITHOUT  THE  OVERLOAD 


Push  technology 
is  convenient,  but 
all  those  channels 
could  choke  your 
computer 

A  year  ago,  "push"  tech- 
nology was  all  the  rage.  A 
startup  called  PointCast  Inc. 
had  hit  on  a  clever  way  to 
take  the  work  out  of  the 
Web.  Instead  of  spending 
hours  on  the  Net,  PointCast 
let  you  select  the  Web  sites 
and  topics  that  pique  your 
interest — and  then  zapped 
the  info  to  your  PC.  Dozens 
of  push  companies  sprang 
up,  and  the  Web,  it  seemed, 
would  become  a  lot  like  TV. 

A  year  later,  push  is  in- 
deed pervasive — but  not  in 
the  way  it  was  fti'st  envi- 
sioned. Many  Web  sites  let 
you  opt  to  have  content 
sent  to  you,  but  it's  often 
limited  to  simple  E-mail  alerts 
when  something  is  new.  In- 
stead, most  of  the  push  action 
has  been  coiraled  into  the  lat- 
est browsers  fi'om  Netscape 
Communications  Corp.  and 
Mici'osoft  Corp.  The  idea  be- 
hind both  is  to  let  you  select 
from  prej^ackaged  "chan- 
nels"— basically,  Web  sites 
that  have  been  fonnatted  for 
push  delivery.  The  channels 
can  be  downloaded  for  later 
viewing  offline,  oi"  they  might 
display  stock  quf)tes  or  news 
headlines  in  a  little  window 
on  youi'  desktop. 
AWKWARD.  Netscapt'S  ,$.39 
Navigator  4.0  comes  with  a 
pi'ogram  called  Netcaster 
that  contains  channels  iVom 
a  long  list  of  content  part- 
ners, including  abc  News, 
CBS  SportsLine,  and  cnl  i\ 
ABC  is  exclusive  to  Netcaster, 
but  SportsLine  and  cnet  can 
also  be  found  on  Microsoft's 
lineup.  A  key  advantage  of 


Navigator  is  that  it  mns  on 
many  operating  systems,  in- 
cluding UNIX  and  Windows 
3.1.  But  Navigator  has  its 
drawbacks.  Netcaster  must 
be  launched  separately  from 
the  browser  each  time  you 
use  it,  which  makes  it  some- 
what awkward.  And  I  found 
the  channels  hard  to  set  up. 

In  contrast,  Microsoft's  In- 
ternet Explorer  4.0  is  close- 
ly integi'ated  with  its  Win- 
dows 9.5  operating  system 


use  Windows  95  or  NT,  it 
makes  for  a  smoother  experi- 
ence. (Microsoft  also  is  test- 
ing versions  of  IE  4.0  for 
UNIX  and  Windows  3.1.) 

For  busy  executives,  push 
can  be  a  great  convenience. 
Chff  Reeves,  a  Lotus  Devel- 
opment Corp.  executive,  uses 
IE  4.0  to  have  his  favorite 


and  doesn't  require  the  ex- 
tra step.  Once  you  load  the 
free  IE  4.0,  it  immediately 
takes  over  your  screen,  in- 
stalling a  new  IE  toolbar  and 
channels,  including  MSNBC  and 
Disney.  Since  they're  right  on 
yoiu'  opening  screen,  channels 
are  a  snap  to  set  up.  If  you 


THE  PURVEYORS 

Netscape's  Navigator 
and  Microsoft's  IE  let 
you  select  from  different 
channels  of  information 

Web  reading,  including  Econ- 
omist.com,  sent  to  his  laptop. 
That  way,  when  he  travels, 
he  can  pull  up  The  Econo- 
niisf,  complete  with  two  lay- 
ei's  uf  links,  and  read  it  on 


EASE  OR  ENCUMBRANCE? 


PROS 

CONVENIENCE  Push  sites  let 
you  choose  the  topics  or  the 
company  news  you're  interested 
in  and  have  it  automatically 
delivered  to  your  desk. 

NO  WORLD  WIDE  WAIT  Web 

content  is  downloaded  onto 
your  hard  drive  as  you  work, 
so  you  can  later  browse 
material,  complete  with 
links,  offline. 


CONS 

RISKY  BUSINESS  Since  you 
don't  always  know  what  is 
being  downloaded,  your  PC  is 
susceptible  to  viruses,  intru- 
sions, and  junky  content. 

SPACE  INVADERS  Your  disk  may 
runneth  over:  If  you  have 
multiple  Web  sites  pushed 
to  your  desktop,  you'd  better 
invest  in  a  good  disk-space 
manager. 


an  airplane — without  b| 
connected  to  the  Net. 

The  technology  does 
its  downside.  You  can  e 
end  up  bombarded  wit 
mail  alerts  and  duehng 
nels.  And  if  you  choos| 
have  pages  downloade 
youi-  hard  chive,  it  can  cl 
up  your  hard  drive.  I'l-i 
Cast,  for  example  (now 
channel  as  well  as  a 
alone  service),  suggests 
reserve  10  megabytes 
on  top  of  the  16  Mb  ne^ 
for  the  new  browsers. 

In  the  office,  too 
channels  being  piped  in 
company's  server  can 
down  the  network.  Aft 
corporate  backlash,  Point 
devised  a  version  that 
Web  content  once  to  a 
pany's  central  server,  n 
than  having  each  emplo 
PC  go  through  the  corpc 
fu'ewall  to  fetch  new  dal 


There's  a  more  omii 
threat:  Viruses  or  even 
grams  that  can  peek 
your  files  can  land  on 
PC  if  you  aren't  careful.  ' 
of  the  Netcaster  chai 
prompted  a  window  to 
up  warning  that  the  coi 
was  "highly  risky."  A 
antivirus  program  pro 
some  protection. 

Finally,  use  common  s 
All  of  the  push  purveyo: 
low  you  to  control  basics 
as  how  often  informati' 
updated  and  how  many 
of  hyperlinks  are  inch 
Stick  to  sites  -without  k 
external  links,  and  even 
go  no  more  than  two  or 
levels  deep.  "If  you  dow 
three  links  on  Yahoo! 
download  the  world," 
Reeves.  And  who  needs 
on  a  laptop? 

By  Am  y  Cc 
in  New 
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At  Fannie  Mae,  We 


Never  Lose  Sight  Of  What's 


Behind  The  NuMBERS.i 


p 


^^_L^^^ostino  outstanJiiifl;  financial 
:urns  vcar  aflcr  year  miohi  he  enough  for 
>st  I'ortunc  500  lirms.  But  at  bannie  /Wae, 
;'re  just  as  ci  ncenicd  with  Return  To 
»eiety  as  we  are  with  Return  On  Kquity. 

We've  been  in  the  torelront  ot  tearing 
■wn  the  barriers  to  honieownership, 
rkidiiig  discrimination.  Always  working 
expand  opportunities  lor  minority-  and 
?inen-o\\  ned  businesses. 

We're  committed  to  developing  a  di\'ersc 
?rh  force.  We  value  the  diilerences  of  our 
iployees  and  proxade  ways  loi-  them  to  grow 
rsonally  and  prolessionally.  It's  because 
tliem  that  we  ve  tuiaied  in  outstanding 
rformances  both  socially  and  financially. 
Call  us  at  1-800-243-7810  tor  a  copy 
our  1996  annual  report.  Or  visit  our 
'eb  site  at  wv\'w.laiiniemae.com  lor  more 
formation.  You'll  lind  we  care  just  as 
ueh  about  the  American  Dream  as  we  do 
lOut  earnings  per  share. 


FannieMae 


r-    V    r          1  1 
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FROM  SOUP 
TO  SHRINKS,  ONLINE 


Out  of  a  plethora 
of  Web  sites,  we 
found  these  to  be 
the  most  rewarding 

You've  got  your  PC, 
you've  fired  up  your 
browser,  and  you're 
ready  to  explore  the  fi'ontiers 
of  cyberspace.  Before  you  go, 
intrepid  traveler,  beware: 
There's  a  lot  of  digital  debris. 
Exploring  the  Web  can  be 
fun,  but  to  smooth  your  jour- 
ney, here's  a  sampling  of 
some  useful  sites  that  busi- 
ness WEEK  has  found. 

The  most  compelling  spots 
are  often  ones  that  let  you 
do  something — whether  that's 
making  travel  plans  or  in- 
vesting. Nowhere  is  that 
more  true  than  in  pei'sonal 
finance,  where  a  crop  of  Web 
sites  let  you  track  yoiu-  stock 
portfolio  and  manage  your  in- 
vestments with  ease. 

Two  good  sites  are  Intuit 
Inc.'s  Quicken.com  and  Micro- 
soft Coip.'s  Investor.com.  Both 
offer  services,  including  stock 
quotes  and  links  to  electronic 
trading  .sites  such  as  E*Ti-ade 
and  eSchwab.  Microsoft's  site 
has  a  sleek  design,  but  for  the 
best  stuff  you'll  have  to  pay 
$9.95  a  month  ($6.95  if  you're 
a  Microsoft  Network  mem- 
ber). That  buys  you  business 
news  fi'om  Reuters,  earnings 
estimates  IVum  Zachs  Invest- 
ment Research,  and  the  In- 
vestment Einder,  which  lets 
you  search,  say,  for  stocks 
with  price-earnings  i-atios  of 
less  than  10.  But  when  it 
comes  to  breadth,  nothing 
beats  Intuit's  Quicken.com.  On 
top  of  the  usual  lare,  visitors 
can  shop  for  a  mtjitgage,  plan 
vif  retirement,  and  seciu'e  in- 
:-iii-::i,r.e.  Bcst  of  all,  it's  free. 

l  !  Web  also  is  brimming 
^•  !' !  ot-off-the-key board 
n"\' '  i  jst  major  publications 


(including  business  week) 
have  online  sites,  as  do  many 
TV  and  cable  networks.  They 
t>'])ically  include  the  contents 
of  the  main  propeily  and  add 
supplemental  information  and 
archives.  If  you  find  The  Wall 
Street  Journal  indispensable, 
chances  are  you'll  like  its  cy- 
bersite.  You  can  look  at  an 
electronic  version  of  the  pa- 
per, plus  get  in-depth  compa- 
ny and  stock  info.  The  Per- 
sonal Joiu'nal  feature  lets  you 
customize  the  front  page,  and 
organize  articles  into  folders. 
The  site,  wsj.com,  costs  .$49  a 

PANORAMIC 
VIEWS  MAKE 
EXPEDIA.COM 
WELL  WORTH 
A  DETOUR 

year,  or  .$28  if 
you  are  a  print 
subscriber. 
A  CINCH.  Now 

that  all  of 
those  Web  tools  have  made 
you  a  fortune,  you  may  want 
to  splurge  on  a  getaway. 
These  days,  you  can  check 
for  available  flights,  compare 
fares,  pick  your  seat,  and 
book  the  reservation — all  on 
the  Web.  Hotel  and  cai-rental 
reservations  also  are  a  cinch. 
Many  airlines  and  tourist 
spots  (CapriOnline,  for  exam- 


ple) have  their  own  sites.  But 
yoiu'  best  bet  is  a  full-service 
site,  such  as  Ti-avelocity.com, 
which  cuUs  travel  data  from  a 
variety  of  sources. 

My  favorite  travel  site  is 
Microsoft's  Expedia.com.  It 
neatly  hsts  flights,  fares,  and, 
like  others,  lets  you  view 
maps  and  check  weather  fore- 
casts. It  also  boasts  a  travel 
'zine  that  spotlights  differ- 


Web  can  supply  a  batter 
hard-to-find  data.  Many  e| 
long  ago  figured  out 
their  rivals'  Web  sites  al 
great  source  of  competitiv  j 
telligence.  But  did  you 
sider  checking  out  the 
Its  World  Factbook,  at  wj 
odci.gov/cia/publications/n| 
wfb-all.htm,  offers  ass 
ments  of  nations  big 
small,  with  details  on  pod 


li 


ent  destinations,  including 
panoramic  views  of  exotic  lo- 
cales. Ti'avel  sites  ai'e  big  on 
using  technology  to  make 
their  sites  more  lifelike.  At 
Vail.net/vailcam/index.html,  a 
camera  at  the  top  of  the 
slopes  feeds  live  images  to  the 
Web  site,  where  Net-savvy 
skiers  can  check  conditions. 
Foi-  busv  executives,  the 


QUICKEN.COM 
OFFERS  FINANCa 
HELP-FOR  FREE.' 

I 

tion,  infrastruct  % 
and  GDP  br  || 
downs — valuable  % 
for  any  expansjif 
minded  business^ 
Smartbiz.com,  pnis 
sionals  can  find  1^ 
ful  info  and  advifr 
from  how  to  ^ 
business  on  the  Net  to  It 
ing  consultants. 

Back  at  home,  you  i 
drop  by  Parentsoup.coi 
popular  site  with  advici 
bringing  up  baby  and  dis 
sion  forums  about  in-law 
second  marriages.  Ano 
home  essential  is  the  ]\ 
Clinic's  site  at  mayo.ivi 
with  the  latest  health  fin( 
and  information  about 
eases  and  prescription  di 

Finally,  if  all  of  this 
surfing  has  you  feeling  a 
ated,  you  might  want  to  Si 
suit  cybeqjsych.com,  whte 
licensed  psychologist  letsto 
he  on  his  virtual  couch 
free.  Just  try  and  beat 
on  terra  fii'ma. 

Bij  Amy  E.  Co 
in  Ne  w 


ttf 


A  MEDLEY  OF  MUST-SEE 


FINANCE    •  www.investor.com  Microsoft's  investment  site  is  nicely  designed,  but  for  most  of  the 

good  stuff,  including  research  and  news,  you  must  pay  a  subscription  fee  of  $9.95  a  mont 
($6.95  if  you  are  a  Microsoft  Network  member). 
•  www.quicken.com  Personal-finance  software  maker  Intuit's  site  is  your  best  bet  for 
comprehensive  financial  info  and  services  without  a  fee. 

NEWS       •  www.wsj.com  The  premier  business  newspaper  also  runs  a  Web  site  for  business  news. 

A  $49  annual  subscription  ($29  if  you're  a  print  subscriber)  gets  you  the  latest  business 
news,  WSJ  archives,  and  a  wealth  ot  supporting  financial  info. 

TRAVEL     •www.expedia.com  Microsoft's  travel  site  lets  you  easily  find  and  book  flights,  hotel  rooms,^ 
and  rental  cars.  You  can  also  check  weather  and  currency  rates  and  view  photos  and  360- 
degree  images  of  destinations  around  the  globe. 
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ter  living  thiougli  common  modularity. 


4 


Funny  how  computers  can  make  your  life  more 
^      difficult  when  their  purpose  is  to  make  things 
easier.  Well,  the  problem  is  you  have  all  these 
different    models    and    brands  of 
hat  are  unable  to  share  components.  So  you're 
1  the  hassle  and  cost  of  mamtaminp  a  huge 

inventory  of  spare  parts.  Now  here  s  ' " '  " 
the  solution.  Gateway.  Simply  put,  Gateway 
offers  portables  that  can  share  components.  AC 
adapters  and  battery  packs.  Memory  and  hard 
drive  kits.  Even  Gateway  Solo^"  Full  and  Mini 
Docking  Stations.  Those  days  of  wadmg  through 
a  mess  of  hardware  are  over  Ahhh  ...  life  is  good. 


m 


Gateway 
Solo 
9100 


SVGA  TFT  or  DSTN 
r  Display 

Pentium'  Processor  with 
[  Technology 
>lM  Expandable  to  193^/lB 
Pipelined  Burst  Cache 
It  Graphics  Accelerator  w/64K  Colors 
)  4GB  Hard  Dnve 
jlar  3  5"  Diskette  Dnve 
jlar  6X  min/ 1 1 X  max  CD-ROM  Dnve 
t  Wavetable  Sound  &  Stereo  Speakers 
-1  Battery  &  AC  Pack  or  a 
:ll  Lithium  Ion  Battery  &  AC  Pack 
?y  Microsoft'  Windows'  95  Keyboard 
/ing  Case 
:/PAL  Video  Out 
Ports  &  Zoomed  Video 
Windows  95  or 
/indows  NT'  4  0 
Vorks  95  or  MS  Ofhce  97, 
1  Business  Edition  plus  Bookshelf'  96 
ink'  for  Windows  95  ^ 
ifee'  VirusScan 

way  Gold  '  Service  and  Support 
ortable  PCs 

s  Starting  at  !^2099  (Quantity  1) 


■  13  5"  (1024  X  763  resolutioni 
XGA  Color  Display 

■  Intel  Pentium  Processor  with  MMX 
Technology  via  I. M  M  Package 

■  SDRAM  Expandable  to  193MB 
■Upto513KCache 

■  4MB  EDO  Video  RAM  (1380  x  1034  external) 

■  Up  to  5GB  Haid  Dnve 

■  Removable  Combo  6X  min/l  IX  max 
CD-ROM  !i  .^,5"  Diskette  Dnve 

■  Premium  Sound  System  w/16-Bit  Wavetable 
Sound  S:  Yamaha"  Stereo  Speakers 

■  13-Gey  Lithium  Ion  Battery    AC  Pack 

■  Full  88-Key  MS  Windows  95  Keyboard 

■  Carrying  Case 

■  NTSC/PAL  Video  Input  £;  Output 

■  USB  Forts  Sv'  Zoomed  Video 
•  15-Fin  MlDl/Game  Port 

■  MS  Windows  95  or  MS  Windows  NT  4  0 

■  MS  Works  95  or  MS  Ofhce  97, 

Small  Business  Edition  plus  Bookshelf  96 

■  LapLink  for  Windows  95  o: 
McAfee  VirusScan 

■  Gateway  Gold  Service  and  Support 
foi  Portable  PCs 

Prices  starting  atS3499  (Quantity  n 


r/1 


GATEimrTOOO 


'YOU'VE    GOT    A    FRIEND    IN    THE  BUSINESS 


CALL  1-888-888-0792  www.gateway.com 
Gateway  200(1  Ma]or  Accounts,  Inc 


}7  Gateway  2000,  Inc.  Gateway  2000,  black-and-white  spot  design,  "G"  logo  and  "You've  got  a  friend  in  the  business"  slogan  are  registered  trademarks;  and  Gateway  Solo  is  a 
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401(k)s 


SO  MUCH  FOR 

THE  BUY-AND-HOLD  INVESTOR 

On  Oct.  27  and  28,  a  lot  of  401  (k)  money  moved  in  and  out  of  stocks 


ISi. 


Investment  patterns  in  401(k)  retire- 
ment savings  plans  are  highly  pre- 
dictable. Participants  are  firmly  fo- 
cused  on   some  far-off 
investment  horizon.  They 
are  the  ultimate  buy-and- 
hold  investors.  And  they 
never  try  to  time  the 
market. 

Such  homilies  may 
have  seemed  true 
months  back,  but  an 
analysis  of  the  two 
weeks  following  the  stock 
market's  554-point  plunge  on 
Oct.  27  and  its  subsequent  337- 
point  gain  on  Oct.  28,  I'eveals  a  dif- 
ferent reality.  Around  those  two  days, 
participants,  usually  inattentive  to  daily 
changes  in  balances,  surprised  plan  ad- 
ministrators with  a  deluge  of  phone 
calls.  The  level  of  transaction  activity — 
such  as  switching  between  funds — of- 
ten spiked  up  to  three,  four,  even  six 
times  normal  levels.  The  percentage  of 
assets  moving  out  of  diversified  equity 
funds,  in  one  sample  pool  of  401(k) 
plans,  amounted  to  almost  hah"  of  1%.  Is 
that  such  a  big  deal?  In  percentage 
terms,  it's  more  significant  than  the  $29 
billion  in  dollar  volume  of  trading  on 
the  New  York  Stock  Exchange  on  Oct. 
27.  Considering  the  nyse's  total  mar- 
ket capitalization  of  $8.7  trillion,  $29  bil- 
lion is  just  one-third  of  1%. 
LITTLE  LOAD.  The  conventional  view  is 
that  401(k)  investors  hold  fast  in  the 
fnee  of  market  unrest.  But  money  in 
'iany  plans  tended  to  move  with  the 
n:  >:  !-.('t.  There's  little  or  no  fee  charged 
for  .  itching  401(k)  funds,  and  in  con- 
trast t  -.('lling  stock  or  mutual  funds, 
there  ar.  o  taxes  to  be  paid.  With  the 
market's  si  ai-p  downtura  Umited  to  one 
painful  day,  the  dollar  volume  of  trans- 
actions didn't  have  a  ku'ge  impact.  But  if 
that  pattern  had  held  in  a  prolonged 
downturn,  401(k)  participants  would 
iiave  exacerbated  the  mai'ket  decline. 

An  analysis  by  benefits  consultant 
Hewitt  Associates,  which  administers 
plans  for  mid-  and  large-size  companies. 


The  level  of  activity  often  spiked  up  to  three,  . .  .^ 
four,  even  six  times  normal  levels 


looked  at  a  $50  billion  pool  of  money 
representing  40  companies  with  plans 
that  are  revalued  daily.  On  Oct.  27,  trad- 
ing increased  to  more  than  four  times 
the  average  level  of  the  previous  20 
days.  Some  $82  million  moved  out  of  di- 
versified stock  fimds,  mostly  out  of  the 
plan's  big-cap  U.  S.  equity  funds,  and 
into  more  conservative  investments.  The 
next  day,  $101  milhon  shifted,  piimarily 
out  of  consen'ative  options,  into  company 
.stock  and  international  fimds,  as  people 
tried  to  catch  the  bottom  of  the  market. 
The  pattern  was  different  when  it 


came  to  401(k)  money  invested  iri 
employee's   company   stock.  HtH 
tracked  only  $810,670  flowing  ov 
such  fimds  on  Oct.  27.  But  the  nextla 
as  the  market  rallied,  $56.8  m|c 
flowed  into  company  stock.  ; 

Catching  the  bottom  didn't  wortfi 
callers  to  automated  lines  after  3:35|,r 
on  Oct.  27.  Since  the  stock  market  ce« 
25  minutes  early,  those  trades  wouL^i 
be  executed  on  Monday's  close,  h% ; 
Tuesday's  close.  All  trades  are  execftt 
at  the  end  of  the  trading  day.  "We  <iD( 
our  client  companies  and  said  ifj/^i 
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1  to,  we'll  call  employees  and  give 
16  option  of  canceling  that  move," 
ewitt  spokesperson  Monica  M. 
er.  About  80%  of  those  contacted 
cancel  their  Monday  sell  orders, 
they  were  not  making  long-tenn 

IS. 

;  future  retirees  are  very  savvy 
ming.  "People  were  almost  play- 
aday  trading  vdth  then-  accounts 
27  "and  28,"  says  John  McGlone, 
ipal  at  Buck  Consultants.  "You 
ill  in  a  ti'ansaction  early  Monday 
n  at  3:50  decide  that  the  market 
wn  and  either  let  it  ride  or  re- 
le  trade."  Between  3  p.m.  and  4 
ve  were  hammered  with  people 
ig  their  positions,"  he  says. 
VES.  Phone  calls  weren't  the  only 
ople  tried  to  effect  trades.  New 
ife  Benefit  Services  Inc.,  a  401(k) 
r  to  250,000  plan  members,  com- 
verage  activity  on  theii'  Internet 
Oct.  27  and  28  against  Septem- 
,ily  average.  Hits  seeking  account 
,tion  rose  600%;  use  of  the  site 
;h  among  ftmds  rose  500%. 

the  dust  settled  after  Oct.  28, 
srall  move  was  into  equities.  At 
^  Investments,  which  manages 
bilUon  in  401(k)  assets,  $100  mil- 
a  slightly  above-average  daily 
it,  moved  out  of  equities  on  Oct. 
e  following  day,  $500  million 
into  equities.  Transactions  were 
•  over  the  normal  rate  but  have 
loved  back  to  nonnal.  Robert  L. 
ds,  who  heads  the  401(k)  busi- 
Fidelity,  dovmplays  the  action: 
ime  when  people  could  have  tak- 
3n,  given  all  the  press  coverage, 
)ants  didn't  do  much." 
lie  in  401(k)  plans,  in  fact,  did  a 
eal.  If  the  market  hadn't  quickly 
id,  they  may  have  done  a  great 
ore.  "One  of  our  suspicions  is 
'ople  with  higher  balances  were 
kely  to  call  and  more  likely  to  do 
ling,"  says  Bill  McNabb,  who 
The  Vanguard  Group's  institu- 
nvestor  business.  "I  suspect  that 
eople  are  closer  to  retii'ement,  so 
•e  probably  watching  the  market 
iosely."  Vanguard  prides  itselftan 
ng  its  1.5  million  401(k)  plan  par- 
ts to  take  the  long  view.  But, 
IcNabb,  "we  need  a  more  pro- 
downturn  to  see  if  oui'  educa- 
3rogi"ams  have  been  effective." 
e  Wall  Street  paints  401(k)  mem- 
indifferent  to  short-teiTO  swings, 
idence  of  a  few  days  in  October 
ts  the  opposite.  They  appear  far 
ittuned  to  the  ebbs  and  flows  of 
rket  than  the  experts  realized. 
ij  Suzanne  WooUey  in  New  York 


SKIP  THE 
BROCHURES 

Retirement  plans  will  offer 
custom  online  advice 

To  help  employees  choose  invest- 
ments for  their  401(k)  plans,  com- 
panies may  offer  workbooks,  semi- 
nars, videos,  audio  tapes,  cd-roms,  and 
even  the  Internet.  But  these  education- 
al resources  can  fall  short  of  what  many 
employees  really  want:  an  investment 
pro  to  tell  them  where  to  put  retire- 
ment dollars. 

Well,  that's  coming  soon.  With  the 
help  of  sophisticated  software  and  cheap 
delivery  systems,  personalized  invest- 
ment advice  for  the  masses  is  on  the 
way.  Among  the  ftrst  to  offer  advice  to 
investors  through  their  employers:  San 
Francisco-based  401(k)  Forum  Inc.;  Fi- 
nancial Engines  Inc.,  a  Palo  Alto  (Calif.) 
adviser  launched  with  the  backing  of 


Advisers  can  send  E-mail 
when  market  conditions  change 


Nobel  economics  laureate  William  F. 
Sharpe;  and  Los  Angeles-based  Tcw 
Group.  Because  it  also  manages  mutual 
funds,  TCW  had  to  get  a  Labor  Dept. 
waiver  so  it  could  give  advice  on  in- 
vesting in  its  own  funds.  TCW  manages 
$50  billion,  mainly  for  institutions,  while 
401(k)  Forum  and  Financial  Engines 
were  started  to  provide  401(k)  advice. 

There's  not  yet  much  real-world  ex- 
perience with  these  sei-vices.  Only  401(k) 
Forum  is  actually  serving  investors  at 
three  companies:  Fujitsu  America,  Ora- 
cle, and  Findlay  Industries,  an  Ohio 


auto-parts  manufacturer.  Financial  En- 
gines plans  to  announce  its  ftrst  compa- 
ny clients  soon,  and  TCW  hopes  to  be 
giving  advice  by  next  summer. 

"Finally,  there's  a  service  that  an- 
swers everybody's  last  question:  'How 
do  I  invest  this  money?' "  says  Oona 
Huber,  benefits  administrator  for  Fujit- 
su America  Inc.  in  San  Jose,  Calif., 
which  has  been  testing  401(k)  Fomm's 
service.  "Instead  of  a  booklet  that  says 
35-year-olds  should  have  X  percent  of 
their  money  in  growth  stocks,  401(k) 
Forum  gives  the  user  actual  allocation 
advice  drawn  from  the  10  fimd  options 
in  our  plan,"  adds  Huber  Some  1,000 
employees  at  three  sites  have  been  of- 
fered the  service  since  June,  and  Huber 
hopes  to  roll  it  out  to  the  company's 
5,000  employees  in  January.  Fujitsu,  for 
one,  plans  to  pick  up  the  bill. 

How  much  will  this  nifty  advice  cost? 
Providers  say  that  after  startup  ex- 
penses, the  annual  cost  for  plans  with  at 
least  1,000  participants  should  be  $25 
to  $50  per  employee.  TCW  isn't  charging 
directly  for  advice,  but  it  will  use  the 
service  as  a  way  to  sign  up  companies 
as  401(k)  customers. 

The  services  rely  on  the  asset-allo- 
cation models  long  used  by  institutional 
investors.  Defined-contribution  pension 
plans  like  the  401(k)  have  shifted  "in- 
vestment responsibility  from  institutions 
to  individuals  without  shifting  the 
expertise  needed  to  exercise 
that  responsibihty,"  says  Jeff 
Maggioncalda,  president  of 
Financial  Engines.  "We're 
bringing  that  expertise 
to  individuals  in  a  cost- 
effective  way." 

To  become  a  client, 
participants  complete  an 
extensive  online  ques- 
tionnaire that  also  asks 
about  non-401(k)  invest- 
ments, just  as  a  personal 
adviser  would.  Employ- 
ees then  get  specific  in- 
formation, cranked  out 
by  a  software  program, 
about  how  much  to  invest  in  which 
funds.  The  services  don't  counsel  indi- 
viduals on  outside  investments  but  do 
take  them  into  account.  "If  most  of  a 
person's  outside  holdings  were  CDs,  we 
might  recommend  more  aggressive  in- 
vestments for  the  401(k)  than  he  might 
otherwise  get,"  says  Brian  Tarbox,  a 
TCW  senior  vice-president. 

These  online  advisers  also  can  react 
to  changes  both  in  an  employee's  cir- 
cumstances and  the  markets',  for  in- 
stance by  sending  E-mail  to  participants 
when  a  change  in  investments  is  rec- 
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ommended.  Financial  Engines  will  even 
advise  clients  who  hold  a  lot  of  company 
stock  in  their  401(k)s  on  how  to  offset 
that  risk  using  the  funds  in  their  plans. 

No  doubt  these  digital-era  investment 
advisers  will  face  competition  soon. 
Robert  L.  Reynolds,  who  heads  the 
401(k)  business  at  Fidelity  Investments, 
says  the  mutual-fund  giant  hopes  to  un- 
veil an  advising  plan  soon.  But  Reynolds 


si3ecifically  talks  about  "guidance"  rather 
than  "advice,"  raising  the  possibility 
that  Fidelity's  effort  might  stop  short  of 
telling  investors  which  funds  to  buy. 

Some  in  the  401(k)  business  think  gf- 
fering  advice  will  come  back  to  haunt 
plan  sponsors  if  the  advice  fails  to  pro- 
duce good  results.  And  some  say  in- 
vestor education  beats  advice  any  day. 
Says  Debbie  Mandelker,  director  of  em- 


ployee services  for  Merrill  Lym, 
Co.'s  401(k)  business:  "You  know 
it's  better  to  teach  a  hungiy  rrn 
flsh  than  give  him  a  fish." 

Maybe  so.  But  for  the  millions 
may  wori-y  about  their  ability  to  hi 
winning  return,  some  sound  invest! 
advice  will  be  far  more  satisfying.it. 

By  Jeffrey  M.  Ladei 
in  New 
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NOT  SO  PRECIOUS 
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HAS  GOLD  LOST 

ITS  LUSTER  FOR  GOOD? 

Inflation's  demise-and  huge  state  sales-scare  off  the  bugs 

Soon  after  the  stock  market  crash 
of  1987.  gold  soared  to  nearly  $500 
an  ounce.  Three  years  later,  dur- 
ing the  gulf  war,  another  market  crisis 
and  another  i-ally  in  gold.  Today,  all  the 
ingredients  are  there  for  another  cri- 
sis-diiven  gold  boom — the  market  shock 
of  Oct.  27  and  its  aftermath,  and  a  re- 
newal of  tensions  in  the  gulf.  Yet  gold 
has  been  a  dud — barely  budging  fi'om 
its  dozen-year  low  of  $309  an  ounce. 

The  slide  in  gold  prices  has  tolled 
the  death  knell  for  one  of  the  financial 
world's  long-teetering  axioms — that  gold 
glows  in  periods  of  distress.  Indeed,  the 
failure  of  gold  to  rise  as  stock  markets 
tanked  may  mean  that  gold  is  in  a  bear 
market  that  may  get  even  worse.  For 
one  tiling,  inflation  is  pretty  much  out  of 
the  picture.  So  for  investors  and  central 
banks  alike,  just  about  the  only  gold 
that  makes  sense  nowadays  is  implanted 
in  their  molars.  "Gold  has  lost  its  magic 
for  many  people  and  many  govern- 
ments," says  Dale  W.  Henderson,  a  Fed- 
eral Reserve  Board  economist. 

One  factoi'  that  has  put  particular 
pressure  on  prices  is  the  wholesale 
dumi)ing  of  gold  from  the  vaults  of  a 
host  of  nations.  Since  1989,  govemments 
have  sold  some  64  million  ounces  of 
gold,  worth  some  $25  billion.  Just  last 
year,  the  Netherlands  sold  10  million 
ounces,  a  full  thii'd  of  its  hoard.  Instead 
of  counting  on  gold  to  back  their  cur- 
rencies diuing  fiscal  distress,  these  gov- 
ernments are  relying  on  theii-  economies 
and  their  holdings  in  the  U.  S.  dollar — a 
sensible  choice,  in  the  view  of  Hender- 
son and  other  economists. 

The  gold-selling  mania  has  swept 
across  the  globe.  In  the  last  couple  of 
years,  Belgium  and  the  Netherlands — 
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DATA:  BLOOMBERG  FINANCIAL  MARKETS 

perhaps  gearing  up  for  the  switch  to  a 
Eui'opean  central  bank — have  been 
heavy  sellers.  So  has  Australia.  And 
SvWtzerland  roiled  the  markets  by  float- 
ing a  proposal  on  Oct.  24  to  sell  more 
than  half  its  gold  holdings — equivalent 
to  roughly  (W/r  of  the  annual  j^roduction 
of  the  world's  gold  mines. 
CLOSED  MINES.  While  the  Swiss  plan 
will  l)e  sulijected  to  a  referendum,  pi'ob- 
ably  in  1999,  many  other  governments 
have  been  making  unilateral  sales.  In 
the  fij'st  half  of  this  year  alone,  some  14 
central  banks  were  sellers,  says  Stewart 
Murray,  chief  executive  at  Gold  Fields 
Mineral  Services  Ltd.  in  London.  Spec- 
ulators, he  notes,  have  been  selling  short 
in  expectation  of  more  sales  from  cen- 
tral banks.  He  adds  that  Malaysia,  Indo- 
nesia, and  Thailand  have  stopped  buying 
gold  for  jewelry  making,  and  selling 
pressure  is  mounting  in  those  countiies. 
With  their  currencies  recently  deval- 
ued, the  cost  of  gold  is  just  too  high. 


Along  vdth  driving  dov^^^  gold  p 
the  government  sales  are  playing  ] 
with  gold-mining  companies.  Som- 
being  forced  to  cut  production, 
some  even  closing  mines.  If  gold  i 
remain  stagnant  or  slide  further, 
smaller  gold-mining  companies  are 
ly  to  disappear.  Larger  companies 
as  Barrick  Gold  Corp.,  a  Toronto-1 
pi'oducer,  see  such  consolidation 
buying  opportunity.  As  it  shutteri 
high-cost  mines,  Barrick  is  relyin, 
mine  in  Ne 
where  it  cost; 
$154  an  ounc 
produce  gold,  ; 
recently  acq 
site  in  Peru  v 
the  cost  of  pr 
tion  is  expect 
be  as  low  as  $ 
ounce. 

Certainly, 
stock  market 
gai'ds  the  golc 
ducers  as  less 
lustrous.  The  li 
to  exchange's 
&  Precious  M 
als  Index  is 
some  37%  this 
"I  don't  think  the  worst  is  over 
says  Leo  J.  Larkin,  a  metals  ai 
with  Standard  &  Poor's  Corp.  His 
cast:  Gold  could  drop  as  low  as 
ounce,  roughly  the  average  cost  o 
duction  worldwide.  But  gold  "1 
point  to  sevei'al  factors  that  could 
up  prices.  They  note  that  hard-pr 
Asian  economies  could  eventuall 
come  net  buyers  of  gold,  if  only  ir 
suit  of  an  asset  more  secure  than 
own  debased  currencies.  Any  hi 
reignited  inflation  could  drive  gold 
into  the  open  again.  "We  find  it 
to  believe  that  something  that  has 
a  valued  asset  and  a  valued  reser 
set  for  2,000  to  3,000  years  has  su 
ly  gone  out  of  fashion,"  says  R; 
Oliphant,  Barrick's  chief  financia 
cer.  But  if  the  eager  sellers  in  go 
ment  and  some  of  their  adviser 
right,  fashion  may  indeed  beconr' 
only  real  use  for  gold. 

By  Joseph  Weber  in  Tcty 
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lamSAP.  Success  assured,  rest  assured.  Unknown  cost.  rnne.  and  support  .uv  iikijoi  concerns  iov 

y  company  when  unplenientmg  a  total  enterprise  software  solutuMi. That's  why  SAP  has  laimclied  a  new 

itiative  called  TeaniSAF/  the  drivuiL;  force  behind  the  siiccesstui  implementation  ot  R/3  software. 

>  a  coordinated  network  of  people,  processes,  and  pnulucts  that  dehnes  the  responsibility  .ind 

inmitment  needed  to  achieve  faster  results  tor  businesses  worldwide.  And,  to  assure  a 

tter  return  on  information, TeamSAP  puts  SAP  in  the  role  ot  coach  throuu;hout 

e  lite  cycle  of  vour  R/3  investment.  Which  puts  all  ot  your  concerns 

impletely  to  rest.  For  more  mtormaticin  about  how  you  cm  benefit  from 

■aniSAP,  visit  us  at  http://w\vw.sap.com  or  call  I -SSS-TeamSAP. 
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MUTUAL  FUNDS 


LEARNING  TO  SAY  ANXIETY' 
IN  100  LANGUAGES 

Foreign  funds  have  been  hit  hard,  but  there's  no  mass  exodus 


Honeymooning  in  Bermuda  in  Octo- 
ber, Sandy  Nairn  made  tlie  mistake 
of  leaving  his  poolside  chaise  to  re- 
turn for  a  moment  with  his  bride  to 
their  suite.  There,  the  director  of  global 
equity  research  foi'  Franklin  Templeton 
Poinds  learned  stock  markets  worldwide 
were  plunging.  "I  had  an  afternoon  of 
watching  the  Dow  go  down  550  points," 
Nairn  laments.  Now  that  he's  back  at 
work  in  Edinbiu-gh,  the  Dow  is  the  least 
of  his  woi'iies.  Global  markets  I'emain 
unsettled.  AjkI  foreign  funds — those  that 
invest  only  outside  Ameiica — have  been 
taking  a  beating. 

The  avei-age  foreign  fund,  up  IS.S^- 
this  year  through  September,  shed 
nearly  two-thirds  of  those  gains  by 
Nov.  7  (table).  And  while  some  country 
funds,  including  those  in  Russia  and 
Mexico,  remain  up  for  the  year,  many 
emerging  mai'ket  funds  have  been  par- 
ticularly hard  hit.  Perhaps  in  response, 
investors  for  the  first  time  since  1995 
have  begun  taking  out  more  money 
from  international  stock  funds  than 
they  \mt  in. 

How  badly  an  intemational  fund  did 
stemmed  first  from  how  much  of  its 
poilfolio  was  invested  in  Japan  and 
Southeast  Asia,  especially  Hong  Kong. 
Anothei'  negative  was  how  much  a  fund 
had  in  big  European  multinationals  that 
tanked  in  October.  For  example,  Richai'd 


H.  Iving,  whose  Warburg  Pincus  Inter- 
national Ecjuity  Fund  held  a  relatively 
big  position  in  Southeast  Asia  and  a 
smallei'  one  in  Europe,  went  from  a  to- 
tal retmTi  of  12.4%  for  the  year  on  Sept. 
30  to  -1.1%  by  Nov.  7.  Or  "consider  He- 
len Young  Hayes.  Her  Janus  Overseas 
Fund  has  66%  of  its  portfolio  in  Eu- 
rope and  13%  in  the  Pacific  Rim.  Even 
with  that,  her  fund's  1997  return  slipped 
from  25%'  at  the  end  of  September  to 
17.9%  as  of  Nov.  7. 

Veterans  such  as  Martin  G.  Wade, 

How  the  Big  Foreign 
Funds  Are  Facing 

NAME  TOTAL  RETURN* 

JANUS  OVERSEAS  -0.8% 
BERNSTEIN  INTL.  VALUE  -1.8 
TEMPLETON  FOREIGN  I  -3.2 
FIDELITY  OVERSEAS  -6.0 
SCUDDER  INTL.  -6.3 
EUROPACIFIC  GROWTH  -6.8 
HARBOR  INTL.  7.6 
T.  ROWE  PRICE  INTL.  STOCK  -9.5 
VANGUARD  INTL.  GROWTH  -10.8 
WARBURG  PINCUS  INTL.EQTY.  -13.2 
AVG.  FOREIGN  STOCK  FUND  -6.8 

*Jun.  SO-NOV.  7  DATA:  MORNINGSTAR  INC 


DEEP  DIVE:  Japan,  Hong  Kong, 
emerging  markets  bore  the  brun 


r. 


who  has  guided  T.  Rowe  Price  Ir 
tional  Stock  Fund  since  1980,  w 
that  investors  would  redeem  sha 
masse.  He  was  pleasantly  surf 
"We  did  have  a  few  days  [of  r 
demptions],  but  not  a  mass,  panic 
odus  at  all,"  he  says.  "We  didn't  Y 
sell  anything  to  handle  the  re 
tions."  But  Robert  Adler,  whose 
(Calif.)  AMG  Data  Services  tracks 
al-fund  cash  flows,  says  redem 
have  clobbered  emerging-markets 
aimed  at  Asia  and  Latin  Americ; 
MURKY  VIEW.  The  question 
whether  investors  will  lose  faith 
concept  of  global  diversification 
tience  with  the  bigger,  broader  1 
fluids.  Money  managers  hope  thai 
be  the  case.  Yet  there's  no  con 
on  where  the  best  values  no 
"These  are  not  easy  markets, 
Richard  R.  Foulkes,  manager  sine 
of  Vanguard  International  Growth 
so.  Franklin  Templeton's  Nairi 
good  values  for  careful  stock-p 
particularly  in  Thailand.  Harry 
ford's  highly  rated  Hotchkis  & 
International  Fund  has  made  a  1 
cent  buys  in  Hong  Kong,  but  t 
gion's  battered  markets  don't  ten; 
much,  given  the  murky  outlook  f 
porate  earnings.  Other  manage 
even  less  willing  to  test  Asia's 
markets.  T.  Rowe  Price's  Wad( 
55%  of  his  cliips  on  Europe,  tliink 
mains  the  safest  bet,  with  some 
tunities  in  Brazil  and  Argentin 
cavalry  charges  into  enemy  line 
says.  Wade  has  only  a  few  holdii  fjjj 
eluding  Canon  Inc.,  in  Japan,  wl 
says  is  still  "heavily  overvalue 
spite  falling  20%,  in  i997. 

Not  so,  says  Andrew  S.  Ade 
Sanford  C.  Bernstein's  Intematior 
ue  Fimd.  His  fat,  30%  allocation  t( 
has  hurt  him  this  year.  Yet  he's 
fast.  Big  exporters,  such  as  Fuji 
Matsushita  Electric,  and  Makit£ 
what  he  calls  "world-class  prO' 
strong  balance  sheets,  and  stock 
barely  over  book  value.  Particul; 
old-line  Jai)anese  manufacture 
tliinks  book  values  iu-e  imdei-statei 
ly  because  their  longtime  holdi 
other  companies'  stock  are  still 
below  market  value.  "If  you 
analysis  of  their  book  values,"  h 
"you'd  walk  away  and  say:  'Wow 

But  few  investors  are  willing 
that  analysis.  Until  their  overse; 
start  paying  oft'  again,  "wow!" 
about  the  last  word  on  investors' 
By  Robert. 
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lis  year,  give  your  clients  and  employees  the  magic  of  entertainment.  The  Blockbuster 
ft  Certificate  Card  can  be  redeemed  for  movie  rentals,  music,  games  and  more 
over  4,000  Blockbuster  Video®  and  Blockbuster  Music*  locations  nationwide 
ailable  in  denominations  from  $5  to  $50,  it's  a  great  idea  for  all  your  corporate 
t-giving  needs. 

le  Blockbuster  Gift  Certificate  Card  is  ideal  for  the  holidays,  but  it's 
od  anytime.  And,  it's  not  too  late  because  orders  placed  now  can 
processed  in  48  hours.  The  Blockbuster  Gift  Certificate  Card; 
e  perfect  way  to  remember  them. 


Make  It  A  BLOCKBUSTER  Holiday' 

Ga// /iota.  c/o/{J/''ee:  /-6'6W-<3/3-22<34 


Blockbuster  Gift  Certificate  Card  is  available  in  limited  quantities  at  participating  stores  Designs  may  vary  Certain  restrictions  apply 
Blockbuster  name,  design  and  related  marks  are  trademarks  of  Blockbuster  Entertainment  Inc.  *1997  Blockbuster  Entertainment  Inc.  All  rights  reserved. 


oy  Class  to  London  l>evin\-  in  ^m-;/  r„ii  ,  ■  •  ' 


Finance 


SECURITIES 


CHINA  HAWKS  ARE  STARTING 
TO  DRAW  BLOOD 

They're  asking  questions  about  Beijing's  capital-raising 

To  many,  when  Chinese  President 
Jiang  Zemin  rang  the  opening  bell  at 
the  New  York  Stock  Exchange  on 
Oct.  31,  it  symbolized  China's  deteiTni- 
nation  to  adopt  a  market  economy.  But 
those  in  the  anti-China  lobby  in  Wash- 
ington just  saw  red. 

Jiang's  presence  in  the  citadel  of  capi- 
talism was  almost  sacrilege  to  conserva- 
tive Republicans.  Now,  the  China  hawks 
have  begim  a  campaign  to  limit  China's 
access  to  U.  S.  capital  mai'kets.  They  fear 
that  some  of  the  funds  being  raised  by 
Cliinese  entities  from  U.  S.  investors — 
about  $7  billion  this  year  alone — will  be 
funneled  to  the  Chinese  ai-my.  They  also 
claim  Chinese  executives  and  theii'  gov- 
ernment overseers  engage  in  insider 
trading  and  don't  dis- 
close important  infor-  CRUSADER: 
mation,  which  could    China  "doesn't 
hurt  U.  S.  investors.     intend  to 

There  is  no  evi-  play  by  the 
dence  of  securities  niles,"  says 
law  violations.  But  to  exile  Quon 
the  dismay  of  Wall 
Streeters,  the  China  hawks  are  meeting 
with  some  success.  Leading  the  charge 
are  Republican  Senators  Alfonse  M. 
D'Amato  of  New  York  and  Lauch  Fair- 
cloth  of  North  Carolina.  D'Amato,  the 
Senate  Banking  Committee  chairman, 
has  asked  the  Securities  &  Exchange 
Commission  to  explore  allegations  of  se- 
curities law  breaches  by  Chinese  compa- 
nies. Faiix-loth,  a  Banking  subcommittee 
chairman,  held  hearings  on  Chinese  stock 
offerings  on  Nov.  5.  Faii'cloth  and  House 
Rules  ChaiiTnan  Gerald  B.H.  Solomon 
(R-N.  Y.)  have  offered  legislation  to  stait 
a  National  Security  Office  at  the  sec  to 
monitor  foreign  companies  with  ties  to 
their  governments  th;it  sell  securities  in 


the  U.  S.  The  sec  declined  comment. 

Faircloth  says  China  lacks  a  regulato- 
ry system  to  protect  investors  and  he 
doesn't  trust  the  Chinese  to  abide  by 
the  securities  laws  of  the  U.  S.  Chinese 
securities  "are  filtering  their  way  into 
the  retirement  fimds  of  Americans,  and 
there's  no  supervision,"  he  says. 
"DANGEROUS  GAME."  D'Amato  and 
Solomon  are  also  asking  the  sec  to  in- 
vestigate several  recent  offerings  under- 
written by  such  prominent  films  as  Gold- 
man, Sachs  &  Co.  and  Morgan  Stanley, 
Dean  Witter,  Discover  &  Co.  Goldman 
Sachs  and  Morgan  Stanley  insist  they 
followed  the  letter  and  spiiit  of  U.  S.  se- 
curities law. 


mm  THE  ANTI-CHINA  LOBBY  WANTS 

►  A  new  SEC  Office  of     ►  SEC  investigations  into    ►  Annual  reports  by  the 


National  Security  to 
monitor  the  fund- 
raising  activities  of 
connpanies  with  ties  to 
the  Chinese 
government. 


whether  several  high- 
profile  stock  and  bond 
deals  violated  disclosure 
rules,  inciuding  the  $4.2 
billion  offering  of  China 
Telecom. 


Pension  Benefit  Guaranty 
Corp.,  a  U.S.  government 
agency,  on  Chinese 
securities  that  are  held  in 
the  portfolios  of  pension 
funds. 


Fueling  the  campaign  is  Randc 
Shih  Shung  Quon,  a  Chinese-America 
nancial  adviser.  Quon  gets  office  sj 
and  political  support  fi"om  the  Free  ( 
gi'ess  Foundation,  a  conservative  tl 
tank.  An  adviser  to  the  Chinese  cer 
bank  fi-om  1993-95,  Quon  claims  he 
covered  fraudulent  activities  among  s| 
of  the  children  of  China's  political 
and  had  to  flee  to  the  U.  S.  afte 
porting  it. 

Quon  believes  the  Chinese  gov 
ment  can't  be  trusted  to  f( 
SEC  rules.  He  points  t 
Oct.  15  statement  by 
Jichuan,  minister  of  pos' 
telecommunications,  repo| 
in  Hong  Kong  newspa' 
just  before  the  $4.2  billioi 
fering  of  China  Telecom 
the  Hong  Kong  market 
tanking,  Wu  sought  to 
the  upcoming  IPO  by  hi 
that  the  government  wi 
soon  hand  over  valuable 
ernment  assets  to  the 
company.  Wu  also  said  tha 
would  allow  China  Telecoi 
book  certain  network  fees 
normally  would  go  to  the 
ernment.  Says  Quon:  ' 
Chinese  government  doJ 
intend  to  play  by  the  rj 
They  play  a  dangerous  ii 
er's  game."  Goldman  S 
managing  director  J.  Mid 
Evans  says  that  Wu  was 
repeating  points  made  id 
China  Telecom  prospectus  and  that 
asset  or  fee  adjustments  would  ha\j 
be  disclosed  and  pass  muster  at  the  It 
and  the  Big  Board.  i 
Quon  also  says  the  China  Tele  n 
prospectus,  filed  with  the  sec,  faile  ;i 
disclose  that  Hong  Kong  billionair  j 
Ka-shing  was  censured  in  1986  1  i 
Hong  Kong  tribunal  for  participatir  i 
an  insider  trading  scheme.  Comps  * 
controlled  by  Li  were  among  a  s  1 
gi'oup  of  "strategic  investors"  who  ' 
allocated  42%  of  the  China  Telecon  9' 
fering  at  the  $1.50  IPG  price.  This  g 
controls  10%  of  China  Telecom;  the  li** 
nese  government  controls  75%.  E  i 
says  the  prospectus  only  had  to  disi  )i 
the  price  Li  paid  to  buy  the  stock  « 
his  lockup  agi'eement  that  says  he  i' 
sell  his  shares  right  away. 

Quon  denies  he  is  waging  a  pars  a  i  . 
vendetta.  "I'm  just  trying  to  raise  p  i 
consciousness  so  people  don't  lose  i  i) 
ey,"  he  says.  But  to  Goldman  Sachs  v 
many  on  the  Street,  Quon  and  his  ti 
China  fiiends  have  ran  amok. 

By  Paula  Dwyer  in  Washington,  It  ^  . 
Bmce  Einhom  in  Hong  Kong  * 
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www.pandesi  cTc  om/info  /  inventory 


i  X 
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Yeah, 
your  Web  site's 
working  great. 

If s  still 
taking  orders 
for  a  product 
you've  been  out 
of  for  weeks. 


how  a  business  does  ©business 


real  advantagL-  of  tlie  YCcli's  potential,  voii  need  to  lie  snre  your  ~ile  i^  more  tlian  ju~t  aniitlier 
taker."  It  needs  to  lie  a  fidly  intetlrated  kdfdiment  machine.  Anil  now  witli  llie  Rmdesic 
t  business  solution,  vours  can  he.  It  automates  eveiytliini;  Irom  liillint;  and  accoiniting  to 
g  and  fulfillment — even  inventor)'  management  and  financial  reporting.  Evenone  gets  tlie 
ation  tliey  need — simultaneously  and  automatically — witli  realtime  reporting.  So  you  always 
ke  status  of  an  order.  And  vour  site  will  never  take  an  cnxler  for  sometliing  you  don  t  kave. 
rr  site  for  more.  Or  call  l-8S8-34Q-ekiz,  ext.  200.  \our  site  will  never  come  up  sliort  again. 


pandesic 


When   choosing   a   PC  for  your  company,  remember 


the    lesson    of    the    Titanic.    High   PC  management 


costs   aren't  just  bad   in   themselves;  they 


also  translate  into  lost  productivity.  Worse, 


they  suggest  a  PC  environment  barely 


HP  vectra  PCs  Under  control.  But  at  HP,  we  don't  just  make 

for  Business  fromS992 


Intel®  Pentium'"'  processor -based  PCs  that  you  can  manage. 


We  make  PCs  that  help  you  manage.  Between  our  hardware 


and  software  features  such  as  TopTOOLS  and  Open  View, 


we  offer  a  host  of  n  on -  proprietary,  DMI-standards-based 


management   solutions.  You   can   remotely   u  p  g  i'  a  d  e 


BIOS  of  multiple  PCs,  monitor  every  PC  in  your  network,' 


troubleshoot  problems  and,   in  general,   minimize  costs. 


The  iceberg  will  still  be  out  there,  of  course.  But  it  won't 


be  one  you'll  founder  on.  ivww.hp.corn/go/vectracomttiercial 


Better  products,  better  productivity. 


HEWLETT 
PACKARD 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

STOCK-PICKERS  WHO 
KICK  THE  TIRES 

Making  a  pact  rather  like  the  Three 
Musketeers',  the  three  principals 
at  Entrust  Capital — all  ex-Goldman 
Sachs — have  vowed  to  agree  unani- 
mously on  stocks  for  their  $1.2  billion 
portfolio.  Top  picks:  American  Pad  & 
Paper  (agp),  amc  Enteitainment  (aen), 
and  Big  Flower  Press  Holdings  (bgf). 

Why  bother  about  what  this  trio — 
Mike  Horowitz,  Gregg  Hymowitz,  and 
Mark  Fife,  may  buy?  Well,  they've  beat 
the  market  by  a  mile:  From  Entnist's 
start  in  January,  1991,  through  Oct.  31, 
1997,  its  annualized  rate  of  return  is 


HOROWITZ,  HYMOWITZ,  FIFE:  Before 
investing,  tltey  )neet  with  the  CEO 

29.7%,  compared  with  19.9%  for  the 
Standaixl  &  Poor's  500-stock  index.  For 
1997,  Entrust's  year-to-date  gain 
(through  Nov.  11)  is  27%,  a  whisker 
ahead  of  the  s&p's  26.3%. 

What's  Entnist's  secret?  Its  young 
managers  are  old-fashioned — with  a 
Idck-the-tires  approach:  They  meet  vdth 
the  CEO  and  f'FO  of  companies  they  in- 
vest in.  And  they're  value  himter-s.  "We 
like  to  buy  into  companies  the  Street 
has  trashed,  but  whose  assets  remain 
underappreciated,"  says  Hymovdtz. 

So  in  mid-September,  when  Ameri- 
can Pad  dived  from  24  to  12,  they 
snapped  up  a  7%  stake.  "We  had  been 
tracking  AmPad.  When  opportunity 
knocked,  we  jumped  in  fast,"  says 
Hymovritz.  The  comi)any,  which  makes 
office  supplies  for  such  outlets  as  Sta- 
ples and  Office  Depot,  posted  an  80% 
third-quarter  profit  drojj — because  of 
lower  prices  and  customers'  inventory 
cuts.  But  Entrust  says  that  sales  will 
perk  up  this  quarter.  AmPad  should 
earn  49^  a  share  in  1997  and  75c  a 
share  in  1998.  But  Hymowitz  says  that 
these  are  rock-bottom  estimates.  The 


stock,  now  at  13,  is  worth  20,  he  says. 

AMC,  which  runs  230  multiscreen 
movie  theaters  in  23  states,  Japan,  and 
Portugal,  has  also  had  disappointments. 
Now  at  20,  AMC's  intrinsic  value  is  36, 
says  Entrust.  Amid  consolidation,  "it's 
possible  AMC  could  be  acquired,"  says 
Fife.  It  is  at  the  forefront,  he  adds,  of 
building  megaplexes — 14  to  30  screens. 

Big  Flower  Press,  an  advertising 
and  marketing  company,  is  trying  to 
build  an  infomiation-service  company 
through  acquisitions,  notes  Fife.  Thi-ee 
recent  buys,  he  says,  should  boost  cash 
flow  from  $168  million  to  $210  million 
and  Uft  1998  earnings  to  $1.68  a  share, 
up  from  about  $1.35  in  1997.  Entioist, 
which  owns  17%  of  the  stock,  values 
Big  Flower,  now  at  22,  in  the  mid-30s. 

STILL  PLENTY  OF 
JUICE  IN  CITRIX 

Down  and  almost  out  in  Febniary — at 
10  a  share — Citrix  Systems  (CTXS) 
has  been  on  a  tear:  It  roared  to  30  in 
May,  50  in  the  summer,  and  77  on  Nov. 
11.  Bailout  time?  Not  a  chance,  say  Cit- 
lix  bulls,  who  believe  it  will  Wt  100. 

Citrix,  which  went  public  in  1995  at 
a  (split-adjusted)  TA  a  shai-e,  pioneered 
a  technology  that  added  multi-user  ca- 
pabilities to  Microsoft's  Windows  NT 
3.51.  Citrix  made  Windows  applications 
accessible  to  non-Windows  systems, 
bundling  it  into  a  package  called  Win- 
Frame.  Microsoft  took  a  6%  stake  in 
Citrix.  But  on  Feb.  25,  it  told  Citrix 
that  future  Windows  versions  would 
contain  Microsoft's  own  version  of  Win- 
Frame.  The  next  day  Citrix  fell  60%. 

But  by  May,  Microsoft  had  changed 
its  tune:  It  signed  a  five-yeai'  pact  with 
Citrix,  making  it  a  provider  of  thin 
Windows  client/server  solutions.  Micro- 
soft paid  Citrix 


OPPORTUNITY 
OF  WINDOWS 


NOV.  U 


DAiA  8t00M8ERG  flNANCIAl  MARKETS 


$75  milHon  for  re- 
search plus  $100 
miUion  in  royal- 
ties for  putting 
its  technology 
into  Windows  NT 
packages.  Citi-ix 
has  since  signed 
licensing  deals 
with  Hewlett- 
Packard,  Compaq, 
and  Unisys. 

"Opportunities 
for  the  company 
have  increased, 
and  so  we  expect 
the  stock  to  con- 


tinue to  outpeifoiTO,"  says  Chiis  Galv 
of  Hambrecht  &  Quist.  Based  on  wh 
he  calls  "blow-out  September-quart 
results,"  Galvin  has  raised  his  19 
eamings-per-share  estimate  fi'om  $1 
to  $1.46  and  has  upped  his  1998  nui 
ber  from  $1.75  to  $2.10. 


A  WHITE-HOT  GLOW 
FROM  TINY  LAMPS 


When  Chicago  Miniature  Laii 
(CHML)  decided  in  early  August 
buy  a  company  four  times  its  si; 
some  investors  weren't  thrilled.  Th 
saw  snags  in  integi'ating  Switzerlan 
Sylvania  Lighting  International.  Chi( 
go  Miniature's  stock  dipped  in  rcaA-A 
gust.  It  has  since  moved  up,  followi 
a  closer  look  at  Sylvania's  potentials, 
closed  at  30  on  Nov.  11. 

"In  fact,  it's  a  very  attractive  acq] 
sition,"  says  Robin  Kerr  of 
Houghton  Associates  in  Rye  Bi 
N.  Y.  The  addition  of  Sylvania,  with 
milUon  in  sales — 75%  of  it  in  Euro 
makes  Chicago  Miniature  the 
largest  lighting  company  in  the  wo: 
And  the  gi'owth  potential  for  Chic 
Miniature  is  huge:  Sylvania's  meai 
2%  profit  margins  could  be  impr 
says  Keri".  Chicago  Miniature  ma^ 
small  hght  bulbs, 
ranging  from  pow-  BRIGHTER 
er-on    indicators  rUTURE? 

for  outfits  such  as   

Black  &  Decker  j 
to  sophisticated 
lighting  assemblies 
for  such  blue-chips 
as  United  Tech- 
nologies, AT&T,  and 
Foi-d. 

Analyst  Keith 
MuUins  of  Smith 
Barney  says  the 
combination  pro- 
vides big  opportu- 
nities for  product 
cross-selling  and 
profit  margin  enhancement. 

Analyst  John  Mahoney  of  Raymc 
James  &  Associates  in  Tampa  ed 
mates  that  every  1%  rise  in  mai'ginsf 
Sylvania  will  mean  an  extra  24c 
share  in  yearly  earnings.  Given 
size  of  Sylvania  and  its  operating  p 
itability,  he  notes,  Chicago  Miniatij 
should  have  earnings  power  "above 
current  estimates  of  .$1.55  for  the 
ending  Nov.  30,  1998,  and  $2.15  m  fi^ 
1999."  He  figures  the  stock,  now  at] 
is  worth  46  based  on  his  estimates.! 
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Television's  #1 
ily  Business  News  Program. 


arid  PubRcTsli/iiion.Sicirbf. 


when  you  can  count 
on  a  telecom  company 
to  improve  business, 
that's  news. 


With  Sprint  on  your  .side,  yoLi'li  gel  professionals  who 
not  only  understand  your  small  business,  but  come 
up  with  new  ideas  to  help  it  perform  e\en  better.  The 
Sprint  Business  Solutions  Center  offers  a  Specialist 
who  knows  you,  and  stays  in  touch  with  your 
business  to  put  enhanceel  communications  to  work  for 
you.  They'll  e\  en  stay  ahead  of  your  needs  and  respond  to 
your  challenges  with  custom  solutions.  In  today's  world, 
that  s  news,    www.sprint.com    1-888  SPRINT-BIZ 


Sprint 


We  help  your  business  do  more  business 


Women  in  Business  &  Technology: 
From  Maverick  to  Mainstream 
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TECHNOLOGY  IS  TRANSFORMING  THE 
WORLD  TODAY.  And  business  women  are 
taking  an  active  part  in  this  revolution, 
using  technology  to  climb  the  corporate 
ladder,  establish  high-tech  companies, 
and  ease  the  problems  inherent  m 
balancing  home  and  work  life. 

"The  explosion  in  technology  has 
opened  up  a  huge  range  of  professional 
opportimities  for  women,"  says 
(Carolyn  Leighton,  executive  director  of 
California-bascd  Women  in  Technology 
International  (WITI),  one  of  the  most 
proactive  organizations  in  this  field. 
Recruiter  Nancy  Albertini,  CEO  of 
Dallas-based  Taylor  Wmfield,  is  just  as 
enthusiastic:  "I  think  technologx'  is  the 
onl\'  place  for  women  to  be.  If  a  woman 
can  think  clearK;  and  execute,  she  can 
build  something  that  changes  the  wt)rld." 

At  the  same  time,  Albertini  bemoans 
the  scarcit}-  of  seasoned  women  for  her 
senior  searches,  and  Leighton  says  com- 
panies tend  to  concentrate  on  mid-le\el 
technology  searches  for  women.  Still, 
some  women  are  achie\  ing  major  success 
ill  s\  stems  management,  information 
technolog),  management  consulting, 
high-tech  market  research  and  other 
related  disciiilmes  from  Silicon  Valley  m 
California  ro  Silicon  Alley  in  New  "ibrk. 

Opening  Up  New  Avenues 

"Women  ha\e  coiiu'  a  long  wa\'  in  the 
last  decade.  I  lu  \  he. id  up  some  of  the 
most  respected  luw  slctters  and  market 
research  operations  in  this  field," 
comments  Beverly  D.iiiiel,  an  informa- 
tion-technology recruiter  .it  New  "iork- 
based  Foy,  Schneid  iN  Daniel.  One  of 
them  is  technology  guru  l-.sther  Dyson, 
who  publishes  a  monthK  newsletter, 
Rclciisc  1 .0,  and  puts  on  .m  .innual 
technology  conference,  P(   i  oriim, 
now  in  its  20th  year. 

But  there  are  still  far  fewer  women 


Technology  Creates  a 
Springboard  to  Success 
for  Women  in  Business 


than  men  in  technology  This  may 
reflect  a  lack  of  training.  Only  around 
l(S7o  (jf  all  undergraduate  engineering 
degrees  go  to  women,  and  the  number 
of  women  earning  undergraduate 
degrees  in  computer  science  has  actually 
fallen  from  37.1%  in  1984  to  28.47o  m 
1995,  according  to  the  National  Center 
for  Education  Statistics. 

Still,  many  women  can  be  found  in 
high-tech  jobs  throughout  the  Lhnited 
States.  Women  have  stepped  up  to  the 
plate  as  the  need  has  grown  for  soft- 
ware engineers,  information  technology 
(IT)  and  operations  research  (OR) 
specialists,  systems  and  business  analysts, 
and  computer  programmers. 

Start-up  CEOs  Make  Fortunes 

Like  their  male  counterparts,  a  number 
of  women  have  even  made  fortunes  in 
high  tech.  Perhaps  the  most  famous  is 
Pamela  Lopker,  founder  and  president 
of  QAD,  Inc.,  v\ho  was  named  by  a 


major  business  publication  as  the 
richest  self-made  woman  in  Ameri 
Other  high-tech  stars  include  Debi 
Coleman,  chairman  and  CEO  of  J 
Corp.;  Kim  Polese,  president  and  ( 
of  Marimba,  Inc.;  and  Judy  Estrin 
president  and  CEO  of  Precept  Soft 
These  women  are,  however,  part  o 
a  very  elite  club.  Only  around  5.6 
of  all  high-tech  companies  have 
women  CEOs. 

The  West  Coast  is  a  major  mec( 
women  in  technology.  There  is  les 
an  "old  boy"  network  in  Silicon  V 
so  it's  easier  for  women  to  get  hire 
move  up  the  ranks.  "East  Coast  an 
Midwest  companies  are  less  open 
women,"  says  John  Rosica,  a  recru 
with  MRI,  based  m  Silicon  Valley. 

Rising  Stars  in  Corporate  Amerii 

That  may  be  true.  But  female  techn 
gurus  can  be  found  in  almost  ever 
poration  in  America.  These  succe; 


High-Tech  CEOs:  An  Elite  Club 

The  women  who  run  high-tech  companies  are  smart,  ambitious,  and  saw) 
Many  of  their  companies  are  located  on  the  West  Coast,  where  it  seems 
easier  for  women  to  prosper  in  technology  jobs. 


PAMELA  LOPKER 
Founder  and  President, 
QAD,  Inc. 
Carpenteria,  CA 


Juui  LjikIN 
President  and  CEO, 
Precept  Software 
Palo  Alto,  CA 


DEBI  COLEMAN 
Chairman  and  CEO, 
Merix  Corp. 
Forest  Grove,  OR 


""The  greatness  of  art  is  not  to  find 
what  is  common  but  what  is  unique.'' 

-Isc^tic  Bashevis  Singer 

fT'l  iversity.  It  means  creating  an  atmosphere  where  differences  of  opinion 
L^and  unique  ideas  are  valued,  appreciated  and  respected.  And  where 
individual  voices  come  together  to  form  one  shared  vision.  Here  at  JCPenney, 
we  believe  diversity  provides  our  customers  with  the  best  of  all  worlds. 

JCPenney* 

I    LOVE    YOUR  Style 


Copyright  ©1978  by  Issac  Bashevis  Singer. 
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women  include  Mary  Alice  Taylor, 
executive  vice-president,  operations  and 
technology  for  Caticorp,  Dawn  Lepore, 
CIO  of  Schwab,  and  Pat  Wallington, 
vice-president  and  CIO  of  Xerox.  These 
vN'omen  used  technology  to  propel 
themselves  to  the  top.  Taylor  had  used 
technology  at  Federal  Express  to  create  a 
competitive  advantage  in  deliveries  and 
information  tracking  when  Citicorp 
CTO  John  Reed  tapped  her  to  become 
his  senior  \  ice-president  of  technology, 
reporting  directK  to  him. 

Lepore led  the  charge  to 
transform  Schwab  into  the 
epitome  of  electronic  trad- 
ing brokerages,  gaining 
\isibilit\'  for  herself  and 
a  competitne  advantage 
for  Schwab. 

All  these  women  have 
something  non-technical  in 
common:  vision  anci  the 
ability  to  make  that  vision 
a  reality.  "What's  crucial  is 
Linderstanding  where  the 
market  is  going  and  using 
technr)logy  to  have  an  impact,"  says 
Albertim. 

■A  technical  background  can  provicie 
the  ticket  to  success.  Roberta  B.  Cleiter, 
a  project  engineer  with  Aerospace  Corp, 
a  California-based  research  center, 
believes  technical  degrees  teach  women 
how  to  think  logically  and  apply  what 
they  learn.  Her  advice  to  women  is  to 
take  computer  science  courses  to  clevtlop 
their  skills. 

C'hristian  &  Timbers  recrtiiter  Marc 
Lew  IS,  basei.1  in  New  \'ork,  echoes  this 
advice,  "det  a  degree  in  computer  sci- 
ence, electrical  engineering  or  math," 
he  says.  After  that,  he  recommends 
starting  out  at  a  technology-services 
\endor  in  sti  ategic  planning  or  marketing 
or  at  a  nia|or  technology  user  as  a  pro- 
grammer, s\ stems  or  btisiness  analyst.  A 
graduate  marketing  or  business  degree  on 
top  of  a  technical  undergraduate  degree 
can  propel  a  wom.ii)  up  the  corporate 
ladder  .ilmost  an)  \\  lit  re. 

Talent  Shortage  Dn«      'p  Pay 

lechnology  jobs  are  ai."  iii;  the  highest 
paying  in  today's  econor'  .  Lhere  is 
such  a  shortage  of  taleni    '.it  women 
with  tech  degrees  can  deiii.    J  top 


"THE  EXPLOSION 
IN  TECHNOLOGY  has 
opened  up  a  huge 
ratige  of  professional 
opportunities 
for  women." 

CAROLYN  LEIGHTON, 

Executive  Director, 
Women  in  Technology 
International 


dollar  even  in  entry-level  jobs.  According 
to  CoDtpiiteru'orld,  a  weekly  trade 
newspaper,  chief  information  officers 
can  earn  an  average  of  $123,()0()  or 
more;  pay  raises  for  information 
systems  professionals  averaged  107o  or 
more  in  1997. 

Several  factors  are  driving  this  surge: 
the  Telecommunications  Act  of  1996, 
the  explosion  of  the  Internet,  continuing 
changes  in  information  technology,  and 
the  increased  dependence  of  corporations 
on  high-tech  systems. 
"There  just  is  not  enough 
talent,"  observes  Albertini. 
"People  who  would  not 
have  had  the  chance  to 
lead  a  start-up  two  years 
ago  are  getting  that 
chance  today." 

Today,  the  demand  for 
talent  is  strt)ng  m  all 
major  segments  of  the 
high-tech  industry: 
■  Software  and  hardware 
vendors  such  as  IBM, 
Sun  Microsystems  and 
Microsoft  as  well  as  hiternet  and  Web 
site  service  providers; 

■  Users  such  as  corporations,  govern- 
ment t)rganizations,  not-for-profits; 
educational  institutions;  environmental 
consulting  and  equipment  design/ 
construction  firms;  telecommunications 
companies;  and  health-care  providers; 

■  Management  consultants  such  as 
Andersen  Consulting  and  Booz,  Allen 
&  Hamilton,  as  well  as  vendors  with 
consulting  arms  like  IBM,  and  bouticjues 
such  as  CSC/lnde\; 

■  Industry  obser\'ers  such  as  The 
dartner  Group,  a  market  information 
firm,  and  Giga  Information  Group; 
securities  analysts  at  banks  and  invest- 
ment banking  firms;  and  industry 
newsletters  and  publications. 

Getting  Hired  in  High  Tech 

Almost  all  large  universities  today  offer 
undergraduate  degrees  m  computer  sci- 
ence and  many  offer  advanced  degrees 
in  the  field.  Even  with  a  degree,  getting 
th.it  first  |ob  can  be  a  challenge. 
CJampus-based  grt)ups  for  aspiring 
women  engineers  or  computer  scientists 
can  provide  a  good  conduit  for  net- 
working with  alumnae  and  prospective 
employers.  Organizations  like  the  Society 
of  Women  Engineers  (SWE)  in  New 


York  City,  Women  in  Technology 
International,  and  the  Association 
Women  in  Computers  in  San  Franc 
give  women  a  chance  to  stay  in  tou| 
with  other  high-tech  women  and 
expand  their  circle  of  contacts  afte| 
graduation. 

The  Internet  offers  a  host  of  neij 
avenues  for  job-hunting.  "If  youVel 
high-tech  company,  you  probably  hi 
Web  job  posting  page,"  says  Barbal 
Beck,  West  Coast  vice-president  ofl 
engineering  and  technical  support 
Sprint.  "In  Silicon  Valley,  the  Inrerr 
the  preferred  way  to  recruit." 

Strengthening  Management  Skilll 

As  in  all  industries,  the  real  challerj 
for  women  is  to  move  up  the  corpcj 
ladder.  That  invariably  takes  strona 
management  skills.  "Many  womeni 
have  the  harci  technical  skills,"  says 
Albertini.  "But  they  don't  have  thel 
skills  like  teamwork,  vision,  leader! 
and  the  ability  to  motivate  people.] 

But  more  and  more  women  are 
acquiring  those  leadership  skills  tol 


WITI:  Using  Technology  to 
Achieve  "Gender  Equality" 


f: 


'ounded  in 
1989,  Worn 
in  Technolc 
International 
(WITI)  is  dedic 
to  opening  doo 
for  women  in  t 
nology  and  hel| 
CAROLYN  LEIGHTON   them  achieve  th 
leadership  skills  they  need  for  gre. 
visibility  and  power  in  this  field.  l|p 
California-based  organization  has  ; 
6,000  members  and  18  chapters 
across  the  country. 

"Our  overall  goal  is  to  help  all 
women  achieve  gender  equity  by 
becoming  technology  literate,"  sa\ 
Carolyn  Leighton,  executive  direct 
and  founder  of  WITI.  "I  think  the 
Internet  will  become  as  important 
the  phone." 

WITI  runs  an  annual  technolog 
conference,  holds  job  fairs  and  ha 
instituted  a  Technology  Women's  \  I 
of  Fame.  WITI  can  be  reached  by 
phone  at  1-800-334-9484  or  on  tl 
Internet  at  www.witi.org. 


Mobil  people  come  from  over  125  countries,  so  it 
would  be  easy  for  us  to  declare  we're  diverse  by 
)n.  But  diversity  worldwide  doesn't  say  wfiat  it's  like 
a  country  or  a  building,  much  less  in  the  minds  of 
who  work  there.  So  at  Mobil,  we  emphasize  inclusion 
an  idea  that  centers  not  just  on  who  people  are.  but 
it  they're  like.  To  us.  differences  in  culture,  manner 


and  viewpoint  are  a  corporate  asset,  a  way  for  each  of  us 
to  test  our  values  and  help  each  other  grow.  So  as  we  build 
a  more  diverse  workforce,  we  re  also  aiming  for  a  more 
open  environment,  a  place  where  people  chosen  for  their 
individuality  can  feel  free  to  exercise  it.  In  the  long  run.  our 
objective  isn't  for  people  to  ignore  each  other's  differences, 
but  to  embrace  them.  To  learn  more,  visit  www.mobil.com. 


wt0 1 1  The  energy 
tn  makfi  a  difffirpnr.e.. 
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often  with  the  lielp  of  employers  who 
realize  they  need  to  train  women  man- 
agers. Increasingly,  women  are  being 
offered  cross-training  and  job  rotation 
—  the  same  methods  used  for  years  to 
season  promising  men.  Corporations  are 
also  encouraging  women  to  enter  exec- 
utive education  programs  and  sponsor- 
ing them  in  special  programs  run  by 
groups  like  Women  Unlimited  m  New 
York  City,  which  trains  younger  women 
executives  in  skills  such  as  team-building, 
negotiating,  and  managing  people. 

Leslie  Abi-Karam,  a  vice-president  of 
Stamford -based  Pitney  Bowes,  used  such 
educational  opportunities  to  advantage. 
A  successful  industrial  engineer,  she 
realizxd  she  needed  broader  experience 
to  advance.  She  discussecf  her  aspirations 
with  her  boss  and  human  resource 
executives  and  began  taking  manage- 
ment training  courses  in  addition  to  her 
MBA  to  prepare  herself.  Finally, 
Abi-Karam  was  given  the  opportunity 
to  head  Pitney  Bowes"  copier  systems 
supplies  business.  She  recenti)'  moved 

Secrets  of  Success 

Some  advice  to  aspiring  women 
managers  from  those  who  have 
excelled  in  technology  fields: 


Women  Engineering  Students 


"I  thini<  technical 
skills  are  very 
important.  Unless 
women  cliose 
technical  back- 
grounds, they  will 
lose  the  opportu- 
nity to  be  part  of 
this  industry." 

SHAUNNA  SOWEtL 
Vice-President  and 
Manager,  Corporate 
Environmental 
Safety  and  Health, 
Texas  Instruments 
Oallas,  TX 


"You  have  to  stay 
in  front  of  the 
learning  curve.  You 
have  to  initiate 
self-expansion. 
Preparedness  is 
absolutely  critical." 

i-lcRCEDES  WAtTON 
Vice-President, 
Coiporate  Strategy, 
ATai 

Basking  Ridge,  NJ 
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A  growing  number  of  women  are  seeking  engineering  degrees  to  enter  high-tech  fiel 
Around  18%  of  all  undergraduate  engineering  students  are  women. 


up  to  head  Pitney  Bowes'  nationwide 
field  service  and  distribution  operation. 

Ongoing  Education  Is  Crucial 

Companies  arc  also  helping  women 
expand  their  technical  knowledge. 
AT&T,  for  instance,  sent  Mercedes 
Walton,  a  2()-year  veteran  \\  ith  a  liberal 
arts  major,  to  the  year-long  Sloan  tech- 
nology program  at  MIT.  The  experience 
helped  her  attain  her  most  recent 
assignment  as  vice-president  in  Corporate 
Strategy  for  business  development. 

Betty  Farnsworth  followed  a  similar 
path  at  Mitsubishi  Motor  Sales  of 
America,  Inc.  Her  interpersonal  skills 
were  so  impressive  that  the  company  was 
willing  to  train  her  in  advanced  vehicle 
technolog}-,  although  her  educational 
background  was  in  human  services  and 
counseling.  Todav,  Farnsworth  is  a  dis- 
trict service  manager  for  the  company's 
western  regional  office. 

Technology  Entrepreneurs 

Starting  a  new  business  from  scratch  is 
tough,  but  more  and  more  women  are 
doing  It,  creating  small  businesses  at  a 
higher  rate  than  men.  In  technology, 
they  are  starting  software,  service,  and 
internet  companies,  which  require  less 
funding  than  manufacturing  companies. 

There  are  man\'  more  sources  of 
capital  available  for  these  women 
entrepreneurs  today  than  20  years  ago. 
Wells  Fargo,  fcjr  instance,  has  a  $10 
billion  nationwide  loan  program  for 


women,  and  California-based  Wo 
Incorporated  encourages  them  to 
its  nationwide  network  of  lenders 

Major  venture  capital  funding  re 
hard  to  find.  The  pool  of  money  i 
smaller,  compared  to  other  source 
capital,  and  the  hurdles  to  qualify 
higher.  Flowever,  some  women,  su 
Precept  Software  CEO  Judy  Estrin 
been  very  successful  in  obtaining  \ 
ture  capital.  "If  a  woman  has  a  go 
high-tech  idea,  she  has  a  good  ch.A 
of  getting  funded,"  insists  Rolf  Se 
director  of  business  development  I 
VentureOne  Corporation,  a  San 
Francisco  tracking  service  for  vent 
capital.  "There  is  no  real  glass  cei 
on  the  funding  side." 

But  women  still  receive  less  thai 
of  all  venture  capital  for  new  higl 
start-ups.  And  one  New  York-bas 
venture  capital  firm,  Patricof  C 
reported  recently  that  only  from  I 
to  20%  of  the  new  business  propta 
they  get  are  from  women.  ^ 

Business  Women  Using  TechnolijW 

These  figures  may  simply  reflect  tl 
fact  that  most  women  are  not  as  f 
the  technolog}-  cur\e  as  men.  Vick 
corporate  diversity  manager  at  Su 
Microsystems,  Inc.,  thinks  techno 
IS  a  good  place  for  women.  But,  si 
says,  "Technology  is  |ust  beginnin 
liberate  us.  We  need  to  focus  on  h 
use  technology  to  achieve  a  better 
home  balance." 
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n  communities  across  the  country,  people  of  all  ages  know  they  can  count  on  the  support  of 
y/litsubishi  Motors.  For  years,  we've  been  supporting  K-12  educational  partnerships,  traffic  safety, 
jnvironmental  preservation,  cultural  diversity  programs  and  our  employee  volunteer  efforts. 
\nd  we'll  continue  to  give  our  support  to  help  educate  our  children  and  ^ 
Duild  stronger  communities.  Let's  just  say,  it's  our  way  of  saying  "thanks." 

Built   For   Livin g." 


MITSUBISHI 
MOTORS 


1 


55MITSU 


www.mitsucars.com 


SPECIAL  ADVERTISING  SECTION 


However,  the  statistics  show  that 
the  luimher  of  wt)nien  gt)ing  onhne  is 
rapidly  expanding.  Estimates  oF 
women's  usage  range  from  a  low  of 
iy-%,  to  a  high  of  47%  for  1997.  When 
women  do  get  onhne,  they  seem  to  use 
this  service  differently  than  men,  says 
Judith  Hamilton,  president  and  CEO  of 
California-based  FirstFloor  Software, 
"Men  are  more  interested  m  technology 
ioT  technology's  sake.  They  use  it  to 
play  games,  etc.  Women,  as  a  sweeping 
generali/ation,  seem  to  go  online  for 
practical  purposes,  such  as 
grocery  shopping,  banking 
aiui  getting  train  sched- 
ules," she  observes. 

Couple  that  with  the 
fact  that  women  make  70"/,, 
of  the  buying  decisions, 
and  this  practical  propen- 
sit\  makes  women  a  natural 
online  marketing  target. 
Already,  Web  sites  such  as 
CJybergrrl  (www.cyber- 
grrl.com),  women's  wire 
(vvww.women.com),  NOW  (www.novv.org) 
and  Wowfactor  (www.wowfactor.com), 
offer  information,  products  and  services 
specifically  for  women.  Even  Women 
in  Technology  International  plans  to 
add  a  retail  C^ommerce  Center  on  its 
Web  site. 

The  Growth  of  Telecommuting 

leleconunutmg  is  another  vva\'  technol- 
ogy can  lessen  the  home/work  conflict 
for  VNomen.  Faxes,  wireless  phones,  and 
computer  networking  make  it  easier  to 
stay  connected  to  the  work  pl.ice  from 
home.  Approximately  II. I  million  people 
telecommute  in  the  U.S.  toelay,  a  |ump  of 
1  ^'!'^.  Ill  two  years,  according  to  FIND/ 
SVI',  a  New  York  market  research  firm; 
7\%  of  thesi;  .ire  full-time  employees. 

The  large  management  consulting 
and  high-tech  firms  seem  to  be  leading 
the  way  m  tekv! nnmutmg.  IVith 
Deloitte  cS:  loLi(.lic  and  FLrnst  e\'  ^oung 
now  have  kirge  tlc\  time  programs  as 
part  of  m.i|or  miri.ui\es  to  increase 
retention  r.ites  among  women.  And  flex 
time  doesn't  even  seem  to  be  a  b.irrier 
to  partnership:  Fjleen  (i.u  \ey  became  an 
.uidit  partner  on  flex-time  in  Ernst  & 
"Young's  New  ^'ork  office  aiul  continues 
that  schedule. 


"IF  A  WOMAN  has 
a  good  high-tech 
idea,  she  has  a 
good  chance  of 
getting  funded." 

ROLF  SELVIG,  Director 
Business  Development 
VentureOne  Corporation 


But  teleconunutmg  has  its  skeptics 
anci  television  advertising  has  also  given 
telecommuting  a  bad  image.  One  ad 
portrays  a  woman  answering  business 
calls  while  padding  around  the  house 
disheveled  and  in  bedroom  slippers. 
"Those  TV  ads  are  offensive,"  says 
Eeighton.  But  the  trend  toward  tele- 
commuting seems  unlikely  to  slow  down. 

Increasing  Technology  Knowledge 

A  number  of  women's  organizatK)ns 
are  helping  women  succeed  in  technolo- 
gy The  Society  of  Women 
Engineers  (SWFL)  is 
involved  in  educational 
initiatives  aimed  at  getting 
young  girls  and  women 
more  comfortable  with 
math  and  science.  The 
Women  Engineering 
Program  Advist)ry 
Network  forms  links  with 
women  on  engineering 
campuses  around  the 
country.  Taylor  Wmfield 
holds  an  annual  technology  conference 
for  women  executives,  funded  by 
Pmcus  Warburg,  and  WITI  launched  a 
women's  Technology  Hall  of  Fame  m 
1997.  Even  the  federal  government  is 
trying  to  encourage  more  women  to 
pursue  studies  in  math,  science,  and 
engineering. 

High-Tech  Jobs  Can  Benefit  Society 

According  to  a  1997  survey  commis- 
sioned by  Avon,  seven  out  of  ten  working 
women  view  technology  as  a  powerful 
econonuc  equah/er  on  the  ecoin)mic 


playing  field.  Eighty  percent  of  th 
who  responded  cited  technology  a 
key  factor  in  higher  salaries.  Sevei 
three  percent  said  technology  helj 
them  achieve  otherwise  unattaina 
professional  goals. 

These  results  bode  well  for  th 
future.  Younger  women  will  undc 
ediy  feel  encouraged  to  get  the  ed 
it  takes  to  move  into  high-tech  jol 
increasing  the  pool  of  qualified  w 
in  the  field. 

Technology  is  also  attracting  v 
because  it  can  enable  them  to  ma 
strides  in  areas  that  help  people, 
as  bioengineering  and  environme 
science,  according  to  Peggy  Layn< 
engineer  with  ABB  Environmenta 
Sciences  in  Tallahassee,  FL.  Krist 
Schloss,  an  engineer  who  is  presi 
Schloss  Engineered  Equipment,  Ii 
Denver,  CO,  echoes  that  thought, 
immensely  rewarding  to  know  yo 
improving  the  quality  of  life  for  \- 
everywhere  when  you  make  equipae: 
that  cleans  up  the  water." 

Schloss  may  be  on  to  somethu:'!! 
makes  high-tech  careers  ever  rnorr 
appealing  to  women  in  the  long  r|i: 
An  individual  in  many  technologic 
can  create  products  and  services  tar 
benefit  others,  while  at  the  same  o: 
achieving  both  financial  and  prof^- 
sional  success.  What  could  be  betsr: 


Af^ril  W.  KUmley  Is  an  issiies-orie  ti 
business  writer  and  editorial  con%i 
who  specializes  in  minority  and 
women's  issues  including  diversit 
financial  planning  for  women. 


Technology  Stars  in  Corporate  Americ 

Women  can  be  found  m  middle  management  and  even  top  technology  joll 
111  a  wide  range  of  companies  and  industries  across  America. 


PAT  WALLINGTON 
Vice-President  and 
CIO,  Xerox 
Stamford,  CT 


MARY  ALICE  TAYLOR 
Executive  Vice-Presi- 
dent, Operations  and 
Technology,  Citicorp 
New  York,  NY 


LESLIE  ABI-KARAM 
Vice-President, 
Customer  Service 
Pitney  Bowes 
Stamford,  CT 


BARBARA  BECK 
Vice-President,  \pt 
Coast  Engineerir.; 
and  Support,  Spk 
Dallas,  TX 


Environment 


IT'S  NOT  EASY 
BEING  GREEN 


Are  environmentally  committed  companies  hitting  the  wall? 


Outdoor  clotliing  company  Patagonia 
Inc.  has  worked  hard  to  be  one  of 
the  gi-eenest  businesses  around.  It 
was  the  ftrst  apparel  maker  to  sell  syn- 
thetic fleece  sweatei-s  and  warm-up  pants 
made  from  recycled  soda  bottles.  Last 
year,  it  switched  to  organic  cotton  for 
shiits  and  trousers — and  ate  half  of  the 
20%  markup  that  organic  production 
added  to  the  gaiTnents'  cost.  Its  glossy 
catalog,  printed  on  recycled  paper  that  is 
50%  chlorine-ft-ee,  uses  pictures  of  ad- 
venturers in  wild  places  to  i^romote  en- 
vironmental causes. 

But  Patagonia  still  has  a  troubled  con- 
science. In  a  sui-prisingly  public  mea  cul- 
pa, the  company's  fall  catalog 
opens  with  a  letter  to  customers 
that  is  a  stark  ci'itique  of  Pata- 
gonia's reliance  on  waterproof 
coatings  such  as  Oii-e-Tex,  which 
contains  chemical  toxins,  and 
bright  dyes  based  (in  strip-mined 
metals.    It   is    only  by 
using  such  "dirty"  manufacturing 
processes,  the  company  confesses, 
that  it  can  offer  the  "bombproof 
outdoor  gear  and  striking  colors 
that  customers  love.  As  the  lettei 

180  BUSINESS  WEEK  /  NOVEMBER  24,  1997 


laments:  "The  production  of  oiu'  clotliing 
takes  a  significant  toll  on  the  earih." 

Tiu-ns  out  it's  not  easy  being  gi'een. 
Patagonia  and  a  handful  of  othei'  compa- 
nies that  have  made  protection  of  the 
environment  a  central  tenet  of  their  busi- 
nesses are  running  into  a  new  wave  of 
polluting  pi'oblems  that  require  tougher 
trade-offs  than  those  of  the  past. 
Whether  it's  Ben  &  Jerry's  Homemade 
coping  with  massive  amounts  of  high-fat 
daily  waste,  Stonyfield  Farm  searching 
for  an  affordable  way  to  convert  to  or- 
ganic fi-uit  for  its  yogurt,  or  Orvis,  the 
fisliing-geai-  maker,  tiying  to  build  a  new 
headquarters  that  won't  thi-eaten  bear 
habitats,  gi-een  pioneers 
ai-e  stniggling  for  ways 


BEN  &  JERRY'S 


R\TAGONIA 


The  bright  coll 
customers  lov«!^ 
come  from  strl 
mined  metals^ 
and  waterproo| 
coatings  requi| 
toxic  solvents  1} 


Every  other  day,  a 
tanker  truck  hauls 
away  3,500  gallons  of 
high-fat  daily  waste 


ti)  oalanc 
ronmental  principles  wit  p 
it  goals. 

None  are  backing  off  their  cfoi 
ment  to  the  envii'onment.  Instel, 
gi'eenest  companies  ai-e  testing  thJii 
of  what  can  be  done  cleanly.  "We  isu 
all,"  Yvon  Chouinard,  Patagonia'spi 
dent,  told  a  meeting  of  the  coroa 
suppliers  last  year.  "The  best  quay 
the  lowest  environmental  impac" 
it's  getting  tougher  to  push  thtg! 
envelope  without  compromising  tsi 
goals.  "Oiu*  whole  system  of  eomra'i 
not  designed  to  be  ecologically  stst 
able,"  says  Matthew  Ai'nold,  du-dc 
Waslungton-based  Management  I^i 
for  Environment  &  Business.  Tl 
guys  are  showing  the  limits  of  te  ( 
tern  to  respond." 

FEWER  OPTIONS.  Patagonia  has  c. 
the  system  well  so  far.  When  theoi 
ny  decided  in  1994  to  switch  to  r^'' 
cotton,  it  bypassed  conventional  jo^  .^^ 
that  use  fertilizers,  pesticides,  ancihi ' 
watering,  and  ordered  cotton  jfJ  ijipc, 
organically  in  Caljo) 
Texas,  Arizona,  and  jlU  :: 
Patagonia  has  pressif  i 
and  Levi  Strauss  ?   h  if 
chase   organic  cotwi 
well — ciucial  suppoi  .  -ire; 
fledgling  industry. 

But  Chief  Execuire 
ficer  Dave  Olsen  stp 
options  are  fewer  he 

comes  to  solvent-bas|  i 

 It 

I- 


THIS  GUY.  OKAY.  MAYBE  HE  WON'T  HELP  YOUR 
I  SWING.  BUT  HE'LL  DEFINITELY  IMPROVE  YOUR 
iOK.  AFTER  ALL.  WHEN  YOU  WEAR  PGA  TOUR 
PAREL,  YOU'RE  SPORTING  THE  OFFICIAL  APPAREL  OF 
IE  TOUR*.  THESE  STYLISH  CLOTHES  ARE  DESIGNED 

TH  TRUE  GOLFERS   IN   MIND,   WITH   A  LOOK   

SPIRED  BY  THE  GRAND  TRADITIONS  OF  THE 


GAME  ITSELF.  YET.  THEY'RE  PRACTICAL  ENOUGH  TO  BE 
JUST  AS  AT  HOME  IN  THE  CORNER  OFFICE  AS  THEY  ARE 
ON  THE  BACK  NINE.  YOUR  SWING?  FOR  HELP  WITH 
THAT.  SEE  A  PGA  TOUR  PROFESSIONAL.  YOUR  LOOK? 
YOU'LL  FIND  ALL  THE  HELP  YOU  NEED  WHEREVER  YOU 
_     SEE  OUR  GUY. 


•RUSSELL  CORPORATION  IS  THE  EXCLUSIVE  LICENSEE  FOR  THE  PGA  TOUR. 


PGA  TOUR^ 

APPAREL 


IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income 
Fund,  one  of  our  most  conser- 
vative st(jck  funds,  has  outper- 
formed Its  Lipper  Category 
Average.  To  seek  substantial 
income  and  long-term  capital 
growth  with  reduced  risk,  the 
fund  nwests  in  dividend- paying 
stocks  of  established  companies. 

Past  performance  cannot  guar- 
antee future  results.  Minimum 
investment  is  $2,500  ($1,000  for 
IRAs).  No  sales  charges. 


HOW  $10,000  INVESTED  9/30/87 
WOULD  HAVE  GROWN 


$40,000- 
.«,000 
.W,000- 
25,000 
20,000 
ISOOO 
10000- 


I  Equity  Income  Fund 
Q  Lippcr  Equity  income  Funds 
Avctagc 


Call  24  hours  for  a  free  information  icit 
including  a  prospectus 

1-800-541-6650 


Itninl  Willi  Cdii/iilrii 

TRoweFi-ice 


'33.02%,  19.78".,,  and  14.79%  are  the  fund's  averagi'  annual  Itital  reliirns  lor  the  1-,  S-,  and  10-year  periods 
ended  respectively,  Fi.nnres  include  ciian,i;es  in  principal  value,  reinvested  dividends,  and  capital  gain  distribu- 

tions, loveslnient  return  and  principal  value  will  varv  and  shares  ma\  he  worth  more  or  less  .U  retleniption  than  at  original 
ptu'chase  Read  the  prospectus  carelulh  hefore  in\esting  T  Kowc  Price  linestniciit  .Services,  Inc  ,  Distributor     i  ikkksv. 


Turn  Your 
Television  Into 
A  Videophone. 


ViaTV  Phone  -  Only  $499 

The  new  ViaTV  videophone  lets  you  send  your 
live  video,  not  just  your  voice,  ViaTV  works  over 
regular  telephone  lines  with  your  existing 
television  and  touch-tone  phone  No  PC  is 
required  Video  calls  cost  the  same  as  regular 
phone  calls  A  great  way  !o  do  business  or  stay 
in  touch  with  family  and  Iriends  For  more 
information  call  toll-free  I -888-VIEW8X8. 
Or  visit  us  at  www.8x8.coni. 


kiLV 


8x8,  Inc. 


See  us  on  Ihe  Web  at  tnttp  //www  viaTVrom 


Need  an 
inventory 
solution? 


We  have  one. 

Donating  your  excess  inventory 
earns  a  generous  tax  write-off 
for  your  company.  And  creates 
college  scholarships  for  needy 

students.  EAL  can  convert 
your  donation  of  inventory  into 
financial  aid. 
A  GREAT  SOLUTION. 

Request  a  free  guide 

to  learn  more. 
G/// (630)  690-0010 
Fax  (630)  690-0565 
Email  scholar@eduassist.org 


Educational  Assistance  Ltd. 

P.O.  Box  3021 
Glen  Ellyn,  IL  60138-3021 


Environment 


ings  for  clothing  meant  to  fend  o: 
weather.  Patagonia  wants  to  use 
based  coatings,  which  release 
volatile  compounds  in  the  manufai 
process,  but  they  aren't  diu-able 
to  stay  waterpi'oof.  "For  now,  thi 
ket's  owned  by  Gore-Tex,"  Olser 
And  customers  have  made  it  elea 
quality  comes  fii-st,  even  if  it  mearJ 
ing  up  the  chance  to  have  less  imd 
the  environment.  Patagonia  siuveyj 
that  just  20%  of  its  customers  bd 
the  company  because  they  believ^ 
environmental  mission. 
ENDLESS  GLOP.  Like  Patagonia,  : 
Jerry's  has  also  made  much  of  its 
ronmental  do-goodism.  Still,  it  hasn 
able  to  come  up  with  a  satisfactor 
tion  to  the  high-fat  dairy  waste  th 
byproduct  of  making  ice  cream.  Th 
pany's  oldest  plant,  in  Waterbur 
relies  on  a  series  of  lagoons  wh' 
croorganisms  break  down  milk  sol] 
fore  they  enter  the  local  waste 
treatment  plant.  But  the  remai 
can  still  overwhelm  the  sewage  s' 
so  the  company  uses  giant  paddle 
to  scoop  out  60%  of  the  waste, 
other  day,  the  glop  fills  a  3,500- 
tanker  tmck,  which  hauls  it  off  b 
post  pits 

In  1995,  Ben  &  Jerry's  built  i  nRGiii 
ice-cream  manufactiuing  i)lant  in  ^  wu 
bans,  in  noilhern  Vermont,  in  pj^  i 
cause  it  was  one  of  only  two  cor 
ties  in  the  state  that  could 
untreated  dairy  waste.  Ben  & 
managed  to  i-educe  tire  amount  o| 
waste  at  the  St.  Albans  plant  by  m' 
1996  and  an  additional  85%-  so  f  ■ ' 
year,  but  it's  still  not  satisfied,  t 
mains  a  perennial  top  item  on  oui% 
da,  along  with  reducing  solid  vtst 
says  Andrea  Ashe,  natural  resj 
manager  for  Ben  &  Jeny's.  Ar 
haul  of  the  Waterbury  plant  this 
will  include  a  new  pipe-cleaning  ffst^ 


that  should  help  cut  waste  eve  f 
ther,  Ashe  says,  but  the  compay  \ 
yet  to  come  up  with  a  waste-frt'  v 
to  make  ice  cream.  , 
One  reason  Patagonia  and  Ben  |  J. 


«!/[ 


■ityo 
liieii 
■3  Sat 


ry's  agonize  publicly  about  theirpc. 
comings  is  that  their  environi)er--,jj,, 
commitment  is  equally  public.  Aisr 
though  both  Nike  and  Levi  Stratlfe 
using  organic  cotton,  it  amounts  t  !  * 
than  3%.  of  their  cotton  total — vth  -'n 
public  hand-wringing.  Still,  eongii  ciis] 
efforts  by  gi'een  pioneers  set  thipt  sif 
dards  for  othei's  to  follow.  "Unlesilv"  * 
companies  are  the  vanguard,  wee 
ing  nowhere,"  says  think-tank  dfec  *itr 
Arnold.  Good  thing  they  remai' t-  » 
believers. 

By  Paul  C.  Judge  in  p,s  "'^ 


interactive  guide  that'll  make  a  world 
difference  to  your  next  presentation 


impact  to  your  presentation 

/e  Guide  offers  you  the  best  of 
thoroughly  researched  data  in  the 
ur  coded  tables,  statistical  maps, 
Tamids  or  pie  charts. 


ind  facts  win  you  support 

think  of  investing  in  South  Asia? 
ireat  business  opportunity  when 
but  you  need  the  figures  to  prove 
I  the  industry,  exports,  imports, 
nt  statistics  for  the  region  are  now 
lu  on  touch  of  the  button. 

r  data  as  a  convincing 
oposal 

rom  a  wide  range  of  vivid  formats 
)ur  disposal  and  turn  your 
ito  an  effective  report.  The  pie 
le  may  just  be  the  presentation 
1  to  bring  your  proposal  to  life. 
;  business  encyclopedia  contains  an 
id  amount  of  statistical 
an  more  than  225  countries 
he  world.  Data  can  be  exported 
n  spreadsheets  and  databases. 


An  invaluable  reference  tool,  the  guide  provides 
a  wealth  of  information  that  can 
be  accessed  through  1 7  core  areas  that  cover 
every  aspect  of  a  nation's  economy  from  GDP 
growth  to  educational  and  natural  resources. 


1  analysis 


System  requirements: 

IBM  compatible  PC  with  486  or  higher  processor, 
Windows  3.1  or  later,  3MB  of  hard  drive  space, 
4MB  of  RAM  (8MB  recommended), 
VGA  monitor,  mouse  and  CD-ROM  drive. 


The  McGraw-Hill  Companies 


ORDER  FORM 

Please  send  me: 

-  copy/ies  of 

Business  Week  Interactive  Guide  to  World  Ecommic.s  1997 
.Single  User  (}0770}m77  (.rS199.00iiic,VAT  S  


.Networked    (KI7T0!tH585      ii.t49,0U  inc.  VAT  S. 


Postage  &  Packing  S  

TOTAL  S   

Postage  &  Packing  in  the  VK 

Please  add  S2  50  for  one  item,  S.!.00  for  two-five  items. 

Postage  is  FREE  for  6  items  or  over 

Postage  &  Packing  Outside  the  UK 

Please  add  10%  of  total  invoice  value 

1  eiu  lose  a  cheque,  payable  to  McGraw-Hill  Publishing  Company 
or  please  debit  my  Visa/Mast«r(.'ard  nu 


Please  deliver  my  order  to: 

Prof/Dr/Mr/Mrs/Ms/Other  


Firs!  Name  . 
Surname  — 
Address  — 


_  Country  _ 


Credit  Card  Orders 

Telephone:  -t-  44  (0)  1628  502501/602532 
Fkx:  +  44  (0)  1628  621662 
e-mail:  ordersio  mcgraw-hill. co.uk 


By  post  in  the  UK 
Please  send  the  completed  form  to: 
Marketing  Services  Department 
McGraw-Hill  Publishing  Company 
FREEPOST  Maidenhead 
Berkshire  SL6  2BX 


By  post  outside  the  VK 
Ple.ase  send  the  completed  form  to: 
Marketing  Services  Department 
McGraw-Hill  Publishing  Company 
Shoppenhangers  Road 

Maidenhead 
Berkshire  SL6  2QL  UK 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  20 
CHICAGO,  IL  60611 


Audio  Books 


World's  Largest  Selection" 


Best  Sellers  on  Cassette 
Full-length  Readings 
Call  for  More  Information 

http://booksontape.com 


(800)  88'BOOKS 


Business  Opportunities 


$350K++-t-  Annual  Profit 

Potential  From  Home 
from  less  than  $10K  start  up! 


•  $75K  possible  first  few  monttis 

•  Nominal  overtiead 

•  Exciting  breakthrougti  products 

•  24  flour  support  system 

•  No  employees  •  No  inventory 

•  No  selling  experience  required 

•  Flexible  fiours 

•  Portable-'Operate  anywfiere  you 
fiave  fax  and  ptione 

Financial  freedom  can  be  yours  in 
90  days'  Find  out  more  today 

1-800-432-0018,  Ext.  5252 
Fax  207-767-1103 


Business  Opportunities 


YOUR  LAST  PHONE  CALL 


Been  looking  for  a  business 
opportunity?  Having  a  hard 
time  finding  a  legitimate 
business?  Make  one  more  call... 


1-800-601-7200 


Turn  Human  Resources 
into  Resourceful  Humans 

Prestigious  Home-Based  Business 

•  Proven  turn-key  system 

•  Financially  impressive 

•  Comprehensive  training  & 
ongoing  support 

•  Not  MLM 

•  99*?  customer  satisfaction 

Call  (800)  745-0670 


CONSULTANTS 


International  firm  expanding  in 
US  needs  independent  consultants 
to  represent  our  company.  We 
offer  some  of  ttie  finest  Training 
and  Development  processes 
available  today.  Very  high  income 
potential.  Extensive  training  and 
support.  Management,  marketing, 
or  consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  VVBll? 

31  Hickory  Road 
Mohnton,  PA  19540 
(800)  799-6227,  Ext.  12 
FAX:  (610)  775-9686 


Real  Estate 


Snwot/i  S(jjlui$  -flhe/Lci 

CALL  FOR  A  FREE  BOOKLET: 
HOW  TO  BUY  YOUR  HOME  IN  FLORIDA 

What  to  look  for — What  to  look  out  for. . . 

PRINGLE  DEVELOPMENT 
1-800-533-5940 


ht1p;//www.pringle.com 

VOID  WHERE  PROHIBITED 


WANTED 
LEADING-EDGE 
CONSULTANTS 

Establlsti/expand  your  own  practice  using 
an  innovative  approacti  for  rapid  business 
transformation  On-going  training  & 
support  provided.  Candidates  need 
proven  business  development  track 
record  Investment  required.  Explore  via: 
www.operationalimpact.com 
Fax  resume  to:  860-688-0378 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  Leasesirom  Sl,0(X)to 
$10  million.  No  co-brokering.  Wori< 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residua!  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

L  The  Loan  Consultants,  Inc. 


Business  Opportunities 


I  MADE  OVER  $1,000,000 
LAST  YEAR... 


...in  a  zero  stress,  relaxed,  ideal 
lifestyle,  simple,  fiome-based  business! 
Now  I  want  to  teach  2  highly 
motivated  persons  in  your  area  my 
turn-l\ey  system.  Call  my 


24  Hr.  Hotline  800-367-3881 


Business  Opportunities 


SELL  A/eiV  PATENTED  DEVICES 
in  the  Water  Energy  field 

and  receive  substantial  profits  Simple 
15-minute  demonstration  produces 

dynamic  results  Prime  territories  still 
available  Small  initial  investment 
For  details  and  Free  sample 

Call  1-800-447-4962 

Fax  310-530-1381  Ctironomite  Labs,  Inc. 


Internet  Goldmine! 


♦  Makr  over  $IOOK  your  1st  year! 

♦  Guarantrrd  Monthly  Payouts!! 

♦  NoSrIling  ♦  Not  Multi-Level 

♦  Low  Start-up  ♦  Proven  Results 


inet^  (888) 

788-INET 


International  Marketing/Co 


PHI 


Eslablisli  your  Manufacturing  Facility  or  E 
in  Cfiina  ■  U.S.  Owned  or  U.S.  /  Chinese  I 


Tel:  (714)  260-4920  "    Fax;  (71 

E-mail:  Exxe@ao1.com  HHp://www 


-Hnlilise 


Do  Business  IN 
John  H.  Staples  PJ!^ 
(713)  266-880 

Our  Clients  Will  ImpresI 


_     .         _      .  Jiefcatc 

Business  Serviceftwbish 


■■tm  F 

t'Hals 


CyberSchediU— 

Just  Phone  It  Ir 
We'll  Do  The  Re.  Isji 
www.cyberschedulecr'^'' 


"Wn.^^ii  Virtual  Officel 

SfELECTR( 
^    FILING  - 
,T  SYSTEM 

Taine  tfie  Information  ffffl#f|~ 
monster!  ESl*;!!!! 

l-800-843-9r 


Franchising 


Franchise 

your  business 

Call  tor  Information  abc 
Franchise  Your  Business  s^ln 
or  intormatlon  on  Iranctiliii 

FrancofF 

Speclallata  In  Franchl»»  Doveiop^r. 

1.800-FRANCHISE  11-800-37«^ 


Furniture 


Executive  D< 

.30to50%SAVINGS^^^ 
•  Riverside,  Berkline,  Sealj 
•FREE -factory  direct  deli 
World's  Largest  On-Line  FurnitI 
http://www.FurnitureFlr| 


R  AD  RATES  AND  INFORMATIDN 

PHONE:  (312)  464-0500 
iX:  (312)  464-051 2  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  60611 


Sales  Promotion/Display  Products 


ist  selection  of  literature  displays  in  the  country  and 
d  expenence  to  help  you  select  a  display  to  really 
terials,  FREE  68  page  catalog.  800-626-0322. 


SIEGEL 

OISPUY  PRODUCTS 


er  Equipment 


T-PACKARD 

Sell-Trade 

JORFRO        DRAFT/M  \STER 
\fTPRO  DESIGNJET 
'LOTTERS  RUGGED>VRITER 

rkstalions  &  Vectras 
irbished  Equipment 
ler  &  Associates 

S,  Birmingham.  AL  35222 
4747  Fax  205/591-1108 
5-mall  sales@dasher.com 


\S/400 
-  Sell  ■  Trade 
ifTiory  Upgrades 
iks  Downgrades 
305  Takeouts 
aintenance  Eligible 
are  Worldwide 

ititonfld  -Manetta.  GA  30066 
3442  •  Fax  17701  592-6754 
400  com  •  Web  www  us400  core 


orate  Gifts 


1 


4 


y  Tattoos  with  your  Logo, 
St  S189.00!! 

^{CA  add  7.25%. sales  lax) 
!d!  Full  Color!  2"  x  2" 

Calico 

Ste201  •  Vacaville.CA  95687 
r072  •  Fax:  707/446-8273 


Travel/Asia 


Asia/South  Pacific 
Discounted  Air  Fares 


Using  Leading  Airlines  Including... 

United  Airlines,  Cathay  Pacific, 
Thai  Airways,  Air  New  Zealand 


Chisholm  Travel,  Inc. 


312-2e3-7900  /  800-631-2824 

Fax  312-759-9234  www chisholmairnet 


Computer  Software 


FllBKH$TAIITS|ieVB»® 

Bankruptcy  Software 

in  MS-Word  and  WordPerfect® 


^1  50  'lo''"loads      $1  70  s/)/pmen(s 

www.freshstart.com  800-773-9373 
Automatically  Formats  4  Calculates 
Enter  data  and  file  Official  Forms  for 
Chapters  7,  9,  11,  12,  and  13 


Healtti/Wellness 


V 


lou  Stressed, 

Tense,  or  Ar^xiou^^ 

It'sTimcto  Chill  Out" 

—  wthout  sedation  oi  drowsiness 
(■  \r>moN\L  Chinese  Hlrbal  I-ormul\ 

In  It'^  71H  SticctssFi'L  Year 
d  Pacific  BioLogic 

...It  your  reta.le.o.  call  800-869-8783 


Health/Bicycling 


Avoid  Impotence, 

painful  pressure  on  your  tailbone, 
prostate,  you  name  it!  See  August 
'97  issue  of  Bicycling  Magazine. 


S139.00  Nilro-gel 
Filled 


Suitable  for  all  bicycles,  including 
stationary.  60  day  money  back 
guarantee.  Master  Card  /  Visa. 
Visit:  www.abs-sports.com  or 
call:  1-732-323-8773. 


Corporate  Gifts/Premiums 


This  is 
AME 


YOU'RE  ALLOWED  TO 
SHOP  FOR  200  PEN  SETS 
AT  I  A.M.  IF  YOU  WANT  TO. 


PROMOMART 

http://www.promomart.com/bw 

tour  imprinted  holiday  gift  cyl>erstort. 

Enter  the  monthly  drawing 
for  $1,000  In  free  stuff  I 


Visit  www.promomart.com/bw 


Newsletters 


Free  1  Mo.  Subscription* 
Daily  Financial  Newsletter 
Wall  Street  Whispers 

Reports  opinions  Irom  the  industry's  leading 
newsletters  nationwide  •Complete  market 
overview  &  commentary  'New  stock  issues 
•Low  priced  stocks  'Best  slock  and  option 
picks.  &  more!  'tree  month  with  t  mo  trial 
subscnpdon  Only  $19.95/mo.  of  $199.95/yr. 
visit  us  at  www.wallstwhispers.com 
or  call  800/358-9887 


Financial  Services 


Forget  Banks. 


Turn  Your  Accounts  Receivable 
Into  Cash  in  24  Hours. 

_  Calicos  t800-338.-7353 


Wines/Cigars 


Wineceliars 
Humidors 


Factory  Direct  to  YIni 


Beautiful  burt  root  humidors  lor  75 
cigars  only  $169.  includes  humidi- 
fier, solution  kit  and  hygrometer-a 
SlOO  value'  Other  models  lor  up 
to  250  cigars  with  a  mirror- 
like  poly/lacquer  finish  and  , 
brass  locksets  Display 
units  with  2  glass  doors  i 
electric  humidifier-holds  1500  cigars 
only  S1395  and  custom  walk-ms  hold  millions' 

47  Deluxe  Wineceliars  24  bottle  cellars  Irom 
S229.  handmade  wood  cellars  for  60  to  3400 
bottles,  cooling  units,  custom  tacks  and  cellars 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


Consumer  Electronics 


Music  World 
Computer  World 

Amenca's  Only  Catalogue  of  its  Kind! 

Rereive  Our  FRil  Moil 
Order  Colologue  Now' 

212  pgs.  of  Top  Brand 
Names  in 

Audio  •  Video 
Compuleis*  Portables 

Home  Office 
Music 'Video  &  Moce 
All  at  Distount 

Older  loll  Free  24  Hours  A  Doy  7  Doys  A  Week 

1-800-221-8180 


Corporate  Gifts 


°  DESIGNED  FOR 
MILITARY  PILOTS 

Solid  stainless  steel 
case  &  band  •  Double 

lock  clasp  •  Screw-in 
back  &  crown  •  W/R  to. 

330  ft  •  Date  window 

•  Revolving  bezel 
Hardened  nnineral  lens 

•  VD57  quartz  nnov't 
by  SEIKO  •  30  Day 

nnoney  back  guarantee 

•  Ltd.  lifetinnevvarranty 

•  Deluxe  Gift  Boxed 

•  Sanne  day  shipping 
$350  VALUE  NOW 

ONLY$159+$6S&H 
CREDIT  CARDS 
1.800.544.4365 

I  ASK  FOR  OPERATOR  459  I  , 


2-459  •  Beverly  Hills,  OA  90210 


FOR  AD  RATES  AND  INFORMATION 

PHONE  (312)  464-0500 
FAX  (312)  464  0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEKMARKETPUCE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2 
CHICAGO,  IL  G0611 


Business  Services 


BUSINESS  PLANS; 


Customized  Business  Plans  For 
•  SBA     ♦  Venture  Capital 
•  Private  Leans 
Written  by  Corporate  Attorney 

1-800-963-2453 

Call  for  quotations 


$99  TRADEMARK 
SEARCHES 

Lowest  filing  fees 
Fastest  responses 

Call  tollfree 

1-888-812-9255 


INCORPORRTE 


3  •  FREE  Information 

^«  All  U  S,  States  and  Offshore 

^  •  Attorney  owned  and  operated 

1-800-672-9110 

www.c()ipcrcations,i:om 


TRRDEMRRK 


OFFSHORE 

•  Tax  Free  Companies.  Trust/Foundations 

•  Accounts/Credit  Cards 

•  Tax-Minimization  &  Planning 

•  OfTshore  Investments 

•  l>egal  2nd  Citizenship  ;\nd  Passport 
http://www.offshorespecialists.com 

Butterfield,  Reimer  &  Assoc.  S.A- 
TeI.++501-234274,  Fax++501-234306 
PO  Box  2098.  BeUze  City,  BeUze,  CA. 


TAX  FREE  NEVADf^ 


You  have  undoubtedly  already  learned  of  the 
great  benefits  of  Incorporating  In  Nevada.  Now 
learn  about  our  low -coat  Incorporation  and  valu- 
able support  services  for  small  businesses. 
Wyoming  and  offshore  services  too. 

FREE  INFORMATION.  CALL  TODAY! 


Carson  Registered  Agents,  Inc 
TOLL  FREE  (888)  330-4020 


RESEARCH  REPORTS 


20,000  ACADEMIC  TOPICS  AVAILABLE! 

Send  $2  for  the  290  page  catalog 
Cuslom-milten  icpoils  jlso  avoiljble 
RESEARCH  ASSISTANCE 
113?2la*n  Ave ,  #2n6BF 
L:v-,  Ar-|''!r-,,  CA  900?'. 
TOLL  FREE  HOTLINE;  800-351-0222 


http:  //www.research-asslstance.com 


Business  Services 


Personal  Checks 

with  the  purchase  of  600 

]-Jo-A-Paff:  Business  CficiliS 

only  ^29  S&H 

(Offer  good  thru  12/31/97) 

1-800-239-4087 


Education/Instruction 


INVEST  IN  YOU 


Your  VALUE  Is  What  You  Know 
Approved  BS's  and  Masters  in  Business  and 
Engineenng  Through  Distance  Ixaming 


CMU 


lf)9(N  Pjnhenia  Strecl.  Ni.nh  HilK,  CA 
For  Catalog  Call  1-800-782-2422 
Web  Site:  http:  //www.cnuas.edu 


MBA  BY  Distance  Umning 

Ma|Oi  Btilish  university  oHers  accredited  MBA,  no 
Bachelor's  or  GMAT  needed  Cfiosen  by  Economist 
Inlelligence  Unil  as  one  ol  world's  best  MBA  progiams 

HERIOT-WATT  UNIVERSITY  1  (800)  MBA-0707 
North  American  Distributor  I  >*  Ask  for  ext  20 
m?^  Stockton  St,  Suite  2,  El  Cerrito,  CA  94530 
For  immediate  FaxBack  literature:  from  your 
fax  machine's  phone,  call  (510)  486-8900. 


Education/Instruct 

BS,  MA,  MBA,  F>-' 
EARN  A  DEGRE 

I  Send  resume  tor  no-cost  evalualliii^r 

, .  (800)  24iS 


Ujiiversity  De 


Approved  Self  Paced  Hoct  Si 
Associate  Bachelors  Masterinx 

Emptiasis  in:  Business  Admin,  Pu^  «• 
Health  Care  Admin,  Human  R;oiii 
Finance,  int'i  Business,  Tech  U\ 
Paralegal,  Psychology,  Computi 
tittp  ://www .  so  ups.ei 
Email:  enroll@scups.{<i 
1 -800/477-2254  (24  hi 
Southern  California  Univnir' 
for  Professional  Studi 
1840  E.  17  St-BW,  Santa  Ana.  ItU 


Get  a  CoLLEiEami 
Degree  In  27 

BS/  MS/  MBA/  PhD.,«c  ~ 

Including  graduation  nng.  trtaJ'^"' 
diploma.   Yes.   it's  realfiej 
guaranteed  and  accredited,  j 
Columbia  State  VniviHit 

1-800-689-8647 


DON'T  MISS  THE  OPPORTUNITY  TO 
ADVERTISE  IN  THE  BUSINESS  WEEK  MARKETPLACE  AND 
REACH  OVER  6  MILLION  RESPONSIVE  READERS 
WITH  THE  EDUCATION,  FINANCIAL  MEANS 
AND  INTEREST  TO  RESPOND  TO  YOUR  OFFER. 

The  next  Marketplace  section  closes  on 
November  24  for  the  January  issues. 
For  rates  and  information  contact: 

Business  Week  Marketplace 
500  North  Michigan  Avenue 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 
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iness  Week  Index 


CTION  INDEX 


Irom  las.t  week;  0,J% 
^^om  last  year:  6,6% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Nov.  Jsl26.S 
  1992=100 


Mar  July  Nov 

1997  1997  1997 

IS  a  ^-week  moving  average 

,tion  index  slipped  in  the  week  ended  Nov.  1,  wtiile  ttie  unaveraged 
ined  at  125.5.  Rail-freight  traffic  and  coal  output  were  down 

disruptions,  delayed  deliveries,  and  shortages  of  railcars  m  the 
rt  of  the  U.S.  for  the  past  eight  weeks.  The  trouble  was  principally 
nion  Pacific  rail  lines.  Output  of  steel,  autos,  trucks,  electricity, 
r  were  up.  October's  monthly  index  was  126.6,  up  0.2%  from  the 

figure  of  126.4. 

inde);  copynglit  1997  by  The  McGraw-HiH  Companies 


VINDICATORS  1 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

ICES  (11/7)  S&P  500 

927.51 

914.62 

26.9 

FE  BOND  YIELD.  Aaa  (11/7) 

6.93% 

6.93% 

-3.5 

ftL  MATERIALS  PRICES  (11/7) 

104.1 

105.3 

-1.1 

FAILURES  (10/31) 

NA 

NA 

NA 

ME  LOANS  (10/29)  billions 

NA 

NA 

NA 

PPLY,  M2  (10/27)  billions 

$3,977.5  $3,981.5r 

4.8 

LAIMS,  UNEMPLOYMENT  (ll/l)  thous 

315 

299r 

-6.3 

Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100), 
erve.  Labor  Dept 


ilST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

FUNDS  (11/10) 

5.50% 

5.54% 

5.30% 

lAL  PAPER  (11/10)  3-month 

5.60 

5.57 

5.40 

ITES  OF  DEPOSIT  (11/12)  3-month 

5.77 

5.69 

5.37 

RTGAGE  (11/7)  30-year 

7.38 

7.36 

7.90 

ILE  MORTGAGE  (11/7)  one-year 

5.65 

5.63 

5.79 

/7) 

8.50 

8.50 

8.25 

ederal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

olccL  U  l/o)  thous.  ot  net  tons 

1  1  Q 

HUiUd  (I  l/o)  units 

1  oU.UO  / 

3  8 

inuuiVd  { L  L/o)  units 

28  8 

ELECTRIC  POWER  (11/8)  millions  of  kilowatt-hrs 

NA 

60,971# 

NA 

CRUDE-OIL  REFINING  (11/8)  thous  of  bbl  /day 

NA 

14,737# 

NA 

COAL  (11/1)  thous.  of  net  tons 

20,591# 

21,157 

1.2 

LUMBER  (11/1)  millions  of  ft. 

460. 7# 

447.1 

-5.5 

RAIL  FREIGHT  (ll/l)  bilhons  of  ton-miles 

27. 2# 

27.8 

-2.5 

Sources:  American  Iron  &  Steel   Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  .  WWPAi,  SFPA2,  Association  of 
American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (11/12)  $/troy  oz. 

308.150 

313.500 

-19.3 

STEEL  SCRAP  (ll/ll)  #1  heavy,  $/ton 

143.50 

139.50 

23.2 

COPPER  (11/7)  «/ib. 

93.3 

93.8 

-4.8 

ALUMINUM  (11/7)  iz/ib 

78.0 

76.0 

13.9 

COTTON  (11/7)  strict  low  middling  1-1/16  in,,  e/lb.  70.12 

69.55 

0.6 

OIL  (11/11)  $/bbl. 

20.21 

20.61 

-14.9 

ORB  FOODSTUFFS  (il/ll)  1967=100 

251.58 

251.47 

10.8 

CRB  RAW  INDUSTRIALS  (ll/ll)  1967=100 

328.74 

331.86 

0.1 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Mefa/; 

market.   NYMEX,   Commoditv   Research  Bureau 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (11/12) 

126.06 

123.22 

111.45 

GERMAN  MARK  (11/12) 

1.73 

1.72 

1.50 

BRITISH  POUND  (11/12) 

1,70 

1.68 

1.66 

FRENCH  FRANC  (11/12) 

5.78 

5.77 

5.09 

ITALIAN  LIRA  (11/12) 

1688  5 

1686.5 

1514.0 

CANADIAN  DOLLAR  (11/12) 

1.41 

1.40 

1.33 

MEXICAN  PESO  (11/12) 

8.340 

8.200 

7.915 

TRADE-WEIGHTED  DOLLAR  INDEX  (11/12) 

106-5 

105.6 

97.0 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars    Trade-weighted  dollar  via  J.P  Morgan 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3-Free  market  value       NA=Not  available       r^revised       NM=Not  meaningful 


E  WEEK  AHEAD 


lAL  PRODUCTION 

Vol/.  17,  9:15  a.m.EST*-  The 
sctories,  mines,  and  utilities  prob- 
ased  their  output  by  a  solid  0.5% 
r,  according  to  the  median  fore- 
onomists  surveyed  by  mms  Inter- 
3ne  of  The  Mc(3raw-Hill  Compa- 
:  gain  follows  a  stronger  0.7% 
eptember.  The  average  operating 
I  industry  likely  rose  to  84.6% 
h,  from  84.4%  in  September. 

ER  PRICE  INDEX 

Nov.  18,  8:30  a.m. EST  >■  Con- 
ces  of  all  goods  and  services  like- 
2%  in  October,  the  same  small 
)osted  in  September.  Excluding 


food  and  energy,  prices  probably  also  rose 
just  0.2%,  w^hich,  again,  is  the  same 
increase  recorded  in  September. 

BUSINESS  INVENTORIES 

Tuesday,  Nov.  18,  8:30  a.m. est  >■  Invento- 
ries held  by  manufacturers,  wholesalers, 
and  retailers  likely  rose  by  0.4%  in  Sep- 
tember, after  growing  0.2%  in  August.  Fac- 
tories have  already  reported  a  0.2% 
increase  in  stock  levels  for  September. 
Business  sales  likely  grew  a  strong  1%  for 
the  month,  after  falling  0.5%  in  August. 

HOUSING  STARTS 

Wednesday,  Nov.  19.  8:30  a.m. est  >■  The 
MMS  survey  forecasts  that  housing  starts 


likely  fell  in  October,  to  an  annual  rate  of 
1.46  million.  That  follows  a  7.9%  jump  in 
September,  to  a  1.5  million  pace.  Residen- 
tial construction  did  not  add  much  to  eco- 
nomic growth  in  the  third  quarter.  But  high 
demand  suggests  that  homebuilding  will  be 
a  bigger  growth  contributor  this  quarter. 

INTERNATIONAL  TRADE 

Thursday,  Nov.  20,  8:30  a.m.EST>-  The  for- 
eign trade  deficit  for  goods  and  services  in 
September  was  probably  little  changed 
from  its  August  level  of  $10.3  billion. 
Exports,  which  rose  just  0.2%  in  August, 
probably  climbed  further  in  September, 
while  imports,  up  0.6%  in  August,  likely 
increased  again  to  another  record  high. 
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Technology  &  You  columnist 
Stephen  H.  Wildstrom 
answers  all  your  questions  on 
the  latest  in  computer  gear 
and  more--the  new  cool  tools 
described  in  BW's  annual 
Technology  Buying  Guide,  in 
this  issue.  Talk  to  Steve  and 
then  draw  up  your  shopping 
list.  Nov.  16 

9  p.m.  EST  in  BW  Online's 
Conference  Room 

Monday 

Turning  shower  scum  into 
gold;  Entrepreneur  Robert  H. 
Black  and  partner  Paul  Porter 
tell  how  to  make  a  hot  new 
product  blast  off.  The  chat  is 
presented  by  BW's  Enterprise 
edition.  Nov.  17 
8  p.m.  EST  in  the 
BW  Entei  prise  Cliat  Room 

AOL  keyword:  BW 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
  soon  after  each  event. 

For  a  free  tnal  diskette  ^  ^7  uf^  a 

including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 
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Companies  listed  only  in  tables  are  not  included. 
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AIG{AIG)  12 
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Alliance  Capital  38 
AMG  Entertainment  (AEN)  1B8 
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America  Online  (AOL)  150 
AMG  Data  Services  160 
Apple  Computer  (AAPL)  6,54,112. 
114,124,136,148 
ARS  136 

Artisoft  (ASrn  134 
AT&T(D  121,150,168 
©Home  150 
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AXIA  36 

B 


Dow  Jones  60 

DreamWorks  Interactive  140 


Eastman  Kodak  (EK)  42,146 
Edmark(IBM)  140 
Electronic  Data  Systems  36 
Eh  Lilly  (LLV)  52,131 
Emmerling  Post  114 
Entrust  Capital  168 
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ESPN  121 
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Lehman  Brottiers  (LEH)  6 
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BarrickGold  158 
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Beverly  Enterprises  6 
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Bloomberg  60, 121 
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British  Telecommunications  (BTY)  44 
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Fidelity  Investments  156 
Financial  Engines  157 
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berg  Financial  Markets 


U.S.  MARKETS 


Latest 


%  change 
Week  Year 


BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


Dow  Jones  Industrials 

7401.3 

-3.8 

18.0 

NA^RAn  rnmhinpri  Pnninrtcitp 

1541.7 

-5.8 

22.3 

S&P  MidCap  400 

312.0 

-4.6 

24.3 

S&P  SmallCap  600 

175.9 

-4.7 

25.9 

S&P  SuperComposite  1500 

195.3 

-4.0 

24.0 

%  change 

SECTORS 

Latest 

Week 

Year 

Bloomberg  Information  Age 

274.9 

-5.1 

23.8 

S&P  Financials 

106.6 

-5.8 

33.9 

S&P  Utilities 

207.9 

0.3 

3.0 

PSE  Technology 

288.8 

-9.1 

24.6 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

Year 

London  (FT-SE100) 

4720.4 

-3.8 

20.2 

Frankfurt  (DAX) 

3659.3 

-5.4 

31.9 

Tokyo  (NIKKEI  225) 

15,434.2 

-6.2 

-26.4 

Hong  Kong  (Hang  Seng) 

9,607.9 

-10.1 

-25.8 

Toronto  (TSE  300) 

6648.2 

-4.7 

14.6 

Mexico  City  (IPC) 

4334.8 

-10.1 

27.5 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.65% 

1.62% 

1.99% 

S&P  500  P/E  Ratio  (Last12mos. 

23.1 

23.4 

20.2 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*    1 8.2 

18.6 

16.0 

First  Call  Earnings  Revision* 

-1.65% 

-1.63% 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

870.0 

866.0 

Positive 

Stocks  above  200-day  average 

70.0% 

73.0% 

Neutral 

Options:  Put/call  ratio 

0.68 

0.67 

Neutral 

Insiders:  Vickers  Sell/buy  ratio 

3.34 

3.43 

Negative 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


Toys  9.6 

Drug  Chains  8.8 

Broadcasting  5.3 

Specialty  Appar.  Retailers  5.2 

Food  Chains  3.9 


Trucking 
Savings  &  Loans 
Oil  &  Gas  Drilling 
Oil-Weil  Equip.  &  Svcs. 
Homebuilding 


WORST-PERFORMING  Last 


GROUPS 


month  % 


153.6 
68.4 
66.4 
64.5 
63.6 

Last  12 
months  % 


Engineering  &  Constr. 
Gold 

Semiconductors 
Metals 

Defense  Electronics 


-30.7 
-28.7 
-23.2 
-17.8 
-17.2 


Engineering  &  Constr. 
Gold 

Photography/Imaging 

Metals 

Shoes 


^1.4 
-38.6 
-26.2 
-23.8 
-13.9 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Telebras-ADR 

93 'A 

-50  "/)6 

IBM 

99 

-5V2 

Citicorp 

123'/16 

-17^16 

Wells  Fargo 

281 

-13% 

Microsoft 

130^8 

-6V8 

Salomon 

80^8 

-2^'4 

Dechne  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Amgen 

51  V2 

2^16 

Philip  Morris 

41^16 

V8 

Eli  Lilly 

65  Vb 

2^'4 

Qwest  Communications 

52  V2 

Vi 

Monsanto 

44  Vs 

4V16 

Money  Store 

30Vi6 

2% 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

5.15 

5.14 

4.94 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.26 

5.25 

5.17 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.18 

5.18 

5.01 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.39 

5.40 

5.42 

GENERAL  OBLIGATIONS 

4.56% 

4.57% 

5.14% 

5.15% 

10-YEAR  TREASURY  NOTES 

5.85 

5.92 

6.20 

PERCENT  OF  TREASURIES 

78.04 

77.32 

84.31 

82.78 

30-YEAR  TREASURY  BONDS 

6.10 

6.23 

6.46 

TAXABLE  EQUIVALENT 

6.61 

6.62 

7.45 

7.46 

LONG-TERM  AA  INDUSTRIALS 

6.71 

6.78 

6.98 

INSURED  REVENUE  BONDS 

4.72 

4.74 

5.38 

5.40 

LONG-TERM  BBB  INDUSTRIALS  7.08 

7.18 

7.41 

PERCENT  OF  TREASURIES 

80.78 

80.19 

88.25 

86.80 

LONG-TERM  AA  TELEPHONES 

6.97 

7,08 

7.17 

TAXABLE  EQUIVALENT 

6.84 

6.87 

7.80 

7.83 

1  Oiuersilied        All  [Cjtiity 
52-week  total  return 


EQUITY  FUNDS 
Leaders 

Four-week  total  return  % 


Laggards 

Four-week  total  return  % 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return  % 


Laggards 

Four-week  total  return  % 


3b 

Prudent  Bear 

13.6 

Wright  EqulFund-Hong  Kong 

-30.5 

Utilities 

-1.6 

Latin  America 

-23.6 

30 

Rydex  Ursa 

4.3 

Fidelity  Hong  Kong  &  China 

-27.7 

Domestic  Hybrid 

-2.9 

Precious  Metals 

-20.0 

Caldwell  &  Orkin  Mkt.  0pp. 

4.2 

Montgomery  Emerg.  Asia  R 

-27.6 

Financial 

-A.2 

Pacific/Asia  ex-lapan 

-19.6 

24 

Smith  Barney  Telecom.  Income  4.0 

Govett  Latin  America  A 

-26.8 

Real  Estate 

^.3 

Diversified  Emerging  Mkts. 

-17.3 

Lighthouse  Growth 

3.4 

Guinness  Flight  China 

-26.2 

International  Hybrid 

-4.4 

Diversified  Pacific/Asia 

-15.1 

18 

Leaders 

Laggards 

Leaders 

Laggards 

1? 

52-week  total  return 

% 

S2-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

Lexington  Troika  Russia  85.6 

Fidelity  Sel.  Energy  Service  83.8 

Hartford  Capital  Apprec.  A  68.2 

Mutual  Shares  II  65.5 

Evergreen  U.S.  Real  Est.Y  64.0 


U.S.  Global  Investors  Gold  -54.7 

Bull  &  Bear  Gold  Investors  -51 .5 

Midas  -51.1 

UFA  Japanese  Small  Co.  -51.0 

Morgan  Stan.  Instl.  Gold  A  -50.1 


Financial 
Small-cap  Value 
Small-cap  Blend 
Real  Estate 
Mid-cap  Value 


38.8  Precious  Metals  -37.4 
34.4  Pacific/Asia  ex-Japan  -26.3 

30.1  Diversified  Pacific/Asia  -21.5 

28.9  Japan  -20.0 

28.2  Diversified  Emerging  Mkts.  -0.8 
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Editorials 


GLOBAL  GROWTH  AT  A  CROSSROADS 


The  global  economic  landscape  has  changed  dramatically 
since  the  summer.  Six  months  ago  the  chatter  was  of 
synchronous  global  expansion  and  the  problems  of  too  much 
growth.  No  longer.  A  deflationary  quake  is  speeding  toward 
the  shores  of  the  U.  S.  and  Eiu-ope.  In  Asia  and  Latin  Amer- 
ica, growth  rates  are  plummeting,  competitive  devaluations 
are  spreading,  prices  are  falling,  and  the  once-rosy  prospects 
for  1998  are  clouding  up  fast.  Even  Federal  Reserve  Chair- 
man Alan  Greenspan  is  taking  the  "D"  word  seriously.  Con- 
gressional failure  to  pass  fast-track  trade  legislation  only 
adds  to  worldwide  contractionaiy  pressui'es.  It  comes  at  a 
time  when  the  global  economy  is  more  precaiiously  poised  be- 
tween expansion  and  recession  than  at  any  moment  in  the 
past  five  years.  It's  time  for  policymakers  to  take  notice. 

Check  the  charts.  Thailand's  expected  growth  for  next 
year  has  gone  from  a  7%  rate  to  -2%;  Japan,  3%  to  1%  (at 
best);  China,  9.9%  to  8%;  Austraha,  4.5%  to  3.3%;  Korea, 
6.5%  to  4%;  and  Brazil,  4.5%  to  0%.  What  started  in  July  as 
a  narrow  financial  crisis  in  Thailand  has  spread  throughout 
Asia  and  Latin  America.  The  Russian  inble  and  other  East- 
ern European  currencies  are  now  under  pressure,  and  in- 
terest rates  are  going  up.  What  is  astonishing  is  both 
the  suddenness  and  the  speed  of  economic  decay.  Few 
expected  it. 

But  perhaps  they  should  have.  PoUcymakers  started  tight- 
ening six  months  ago,  with  Tokyo  raising  the  value-added  tax 
and  the  Fed  allowing  real  interest  rates  to  rise  substantially. 
The  GeiTTian  central  bank  then  raised  rates  in  preparation  for 
the  introduction  of  the  euro,  pulling  the  rest  of  Europe  with 
it.  With  virtually  all  governments  shi-inking  their  budget 
deficits  at  the  same  time,  global  fiscal  policy  was  squeezed 
hard.  This  was  all  before  the  Asian  currency  crisis  hit,  send- 
ing I'ates  even  higher  and  government  spending  lower. 

What  does  all  this  have  to  do  with  the  U.  S.,  which  is  in  eco- 


nomic overdrive?  With  gi'oss  domestic  product  rising  at  3 
nually,  unemployment  down  to  4.7%,  and  inflation  at 
so,  none  of  the  trouble  overseas  appears  to  be  hiuting 
deed,  slower  growth  abroad  may  actually  cool  off  the  ove 
economy,  right?  That's  the  conventional  economic  wisdi 

Maybe.  Maybe  not.  There's  a  growing  chance  tl 
pain  inflicted  on  the  U.  S.  economy  by  the  deflationar 
overseas  may  be  worse  than  the  consensus  view.  Thi 
deficit  could  hit  $300  billion  and  put  serious  downwar 
sure  on  the  dollar,  sending  prices  higher  Weak  expo: 
foreign  sales  could  hurt  corporate  profits  significant! 
than  stock  markets  are  anticipating. 

Everyone  has  a  good  reason  to  tighten.  The  U.  S.  : 
ing  against  too-fast  gi-ov\4;h.  Japan  is  obsessed  vrith  sa\ 
the  future  of  its  aging  population.  Europe  needs  to 
down  for  the  euro.  The  International  Monetary  Fund  i 
ing  Southeast  Asia  to  curb  excesses  of  crony  capi 
Latin  America  and  Eastern  Europe  need  to  defem 
cun'encies.  But  the  virtue  of  individual  actions  could  1 
a  collective  vice  if  the  global  economy  tips  into  recesi 

It's  time  for  policymakers  to  gather,  reexamine  the  c 
international  scene,  and  coordinate  pohcy.  The  Fed  sh 
wary  about  tightening  into  what  may  be  a  sharper  do 
in  1998.  Tokyo  should  try  growing  its  way  out  of  its  fl 
and  demographic  problems.  An  ineffectual  IMF,  par 
sponsible  for  allowing  one  financial  crisis  in  a  smal 
try — Thailand — to  spread  around  the  world,  should  em 
more  growth  among  the  countries  it  helps  financially. 

There  are  storms  ahead  for  the  global  economy.  In 
fast-track  trade  legislation,  the  quasi-protectionist  n 
Washington  has  made  a  smooth  journey  through  thesi 
py  waters  that  much  more  difficult.  The  failui'e  was  a 
of  leadersliip,  which  is  precisely  what  viiU  be  needed  t 
tain  healthy  economic  gi-owth  in  the  months  ahead. 


POWER  GIZMOS  TO  POWER  BUSINESS 


Anew  generation  of  electronic  executive  power  tools  is 
transfonning  the  very  natui'e  of  work.  With  handheld  or- 
ganizers, laptops,  and  Internet  phones,  the  workplace  is  be- 
coming viiluiil  -anywhere,  anytime.  Work  is  becoming  seam- 
less as  it  moves  between  home,  office,  and  plane  as  well  as 
endless  as  it  rolls  thi-ough  a  24-hour  day.  People  realize  these 
cool  tools  are  changing  their  individual  work  lives.  What 
they  don't  see  is  that  these  gi-eat  new  high-tech  products  are 
also  changing  the  shape  of  the  U.  S.  business  cycle. 

The  U.  S.  economy  is  being  driven  today  by  an  invest- 
ment-led expansion.  Information  technology  has  replaced  tra- 
ditional cyclical  industries,  such  as  autos  and  housing,  as  the 
economy's  driving  force.  But  an  expansion  based  on  tech- 
nology rides  a  new-product  cycle,  not  an  inflation  cycle.  Amid 


intense  global  competition  and  little  pricing  power,  cor  up 
rely  on  such  new  blockbusters  as  Motorola's  Stan 
phone  or  3Com's  PalmPilot  organizer  for  fat  profit  n 
Without  them,  those  margins  melt  away.  The  next 
turn  in  the  business  cycle  could  easily  come  from  a  p 
new-product  development  or  from  a  number  of  big  ne^  ) 
ucts  failing  in  the  marketplace.  That  almost  happen 
summer,  when  the  computer  sector  swooned  and  onlj  i; 
out  after  something  new — PCs  priced  under  $1,000 — c|ie 
the  market  and  were  instant  hits  (page  111). 

So  know  that  in  this  Christmas  buying  season,  thos  gr 
new  high-tech  products  not  only  will  increase  your  prso  ■ 
productivity  but  also  are  the  key  to  a  continued  inveiine.. 
led  expansion.  That  these  gizmos  are  also  fun  is  a  boas. 
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f  your  car  were  one  of  the  half-million  a  year  damaged  because  of  deer, 
vould  you  know  a  good  shop  to  hammer  out  the  dings  and  dents?  Your  Allstate 
gent  could  help  you  find  one.  Plus  Allstate  will  back  the  workmanship  for  as  long 
as  you  own  your  car.  Being  in  good  hands  is  the  only  place  to  beT 


YmAe  in  gcxxi  hands. 

If  you  think  this  is  a  hard 
act  to  follow,  you  can  only 
imat^ine  how  the  competi- 
tion ft^els. 

The  new  WideTrack  " 
Pontiac    Grand  Prix" 
and  the  legendary  GMC 


Suburban  demonstrate 
a  u  n  i  C|  u  e  understanding 
of  our  owners'  passion  for 
the  driving  experience. 

But,  no  matter  what  we 
have  to  say  about  it,  the 
bottom  line  is  how  our 
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We're  known  more  for  being  in  the  nice,  quiet,  tidy  atmosphere  of  your 


back  office,  rather  than  the  front  lines  of  your  manufacturing  process. 


But  that's  changing.  Now  we  provide  mission-critical  applications 


for  your  entire  enterprise,  including  Supply  Chain  Management^ 


Funny,  this  doesn't  look 

LIKE  AN  HR  APPLICATION. 


Order  Management,  and  Manufacturing.  And  all  our  applications 


share  the  same  philosophical  approach  that's  at  the  core  of  our 


HR  and  Financials  software:  everything  is  flexible,  comprehensive, 


md  designed  around  your  needs.  Not  ours.  To  find  out  what  we 


do  for  you,  call  888-773-8277  or  visit  www.peoplesoft.com. 
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http://www.hyundQi.net 


Over  the  past  fifty  years,  Hyundai  innovations 
have  made  a  world  of  difference. 

Today,  our  cars  move  people  in  over  190 
countries.  Our  oil  tankers  deliver  the  fuel  that 
powers  economic  development  to  every 
continent.  Our  semiconductors  store  and 
process  the  data  that  will  take  technology  to  the 
next  level.  And  we've  only  just  begun. 

You  see  at  Hyundai,  each  product  and  service 
we  develop  becomes  the  inspiration  for  future 
innovations.  Innovations  designed  to  meet  the 
customer's  psychological  needs  as  well  as 
physical  ones.  And  that  will  bring  us  all 
something  very  important.  A  better  life. 

Are  you  in  our  future? 
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THE  DEAL  MILL 


THE  BUZZ  ABOUT  WIRED:  FOR  SALE? 


THE  PRIVATELY  HELD  WIRED 

Ventures,  best  known  for 
publishing  Wired  magazine, 
has  hired  investment  bank 
Lazard  Freres  for  financial 
advice,  which  may  include 
the  sale  of  the 
company. 

Sources  fa 
miliar  with  the 
situation  say 
that    the  San 
Francisco-based 
company,  which 
has  endured  two 
failed  attempts  at 
going  public  and 
relied  on  several  BUYER  BAIT 
private  financings 
since  its  founding  in  1993,  is 
under  pressiu'e  from  some  in- 
vestors looking  to  get  their 
money  out.  Wliile  the  maga- 
zine is  profitable,  Wired's  oth- 
er ventures  have  kept  the 
company  in  the  red. 

But  Wired  denies  being 
pressured  by  backers,  which 


include  cue  International  and 
Advance  Publications.  It  also 
denies  that  the  New  York  in- 
vestment bank  has  been  giv- 
en a  mandate  to  find  a  buyer 
or  major  corporate  in- 
vestors. "We  will  look 
at  all  alternatives," 
says     Jeff  Simon, 
Wii'ed's  cliief  financial 
officer.  "Lazard  will 
;)e  a  general  finan- 
cial adviser  to  the 
company  to  help  us 
think  through  our 
financial-planning 
strategy." 

Simon  adds  that 
none  of  this  activi- 
ty will  interfere  with  the 
company's  search  for  a  new 
chief  executive.  In  July, 
Wired's  publisher  and  co- 
founder,  Louis  Rossetto,  said 
that  he  would  retain  his  ti- 
tle of  chairman  of  Wii'ed  Ven- 
tures but  relinquish  the  ceo 
spot.         Linda  Himelstein 


GREEN  TEAM 

THE  CERTIFIED 
FOREST  

TED  TURNER,  RANCH  OWNER, 

longtime  backer  of  liberal 
causes,  and  vice-chairman 
of  Time  Warner,  has  become 
involved  with  a  new  eco- 
friendly  group 
whose  products 
may  end  up  under 
the  feet  of  some 
of  America's  high- 
est-paid athletes. 

Tiu-ner,  along 
with  Microsoft  co- 
founder  Paul 
Allen,  may  soon 
back   efforts  by 
the  newly  formed  TURNER:  7 
Certified  Forests 
Products  Council  to  create  a 
market   for   lumber  from 
forests  that  are  "sustainably 
well-managed."  That  means 


the  forests  haven't  been 
razed  through  clear-cutting, 
which  damages  the  land,  say 
environmentalists. 

While  a  major  builder  like 
Turner  Corp.  (no  relation  to 
Ted)  likes  the  idea,  compa- 
nies such  as  Home  Depot  and 
Weyerhaeuser  have  yet  to 
get  involved,  in  part  because 
of  added  costs 
and  worries  about 
market  accep- 
tance. Ted  Turner, 
however,  is  consid- 
ering building  an 
entire  basketball 
court  out  of  certi- 
fied wood  for  Time 
Warner's  Atlanta 
Hawks  basketball 
team,  and  Allen's 
plans  for  a  new 
stadium  he's  building  for  the 
Seattle  Seahawks  football 
team  may  also  include  certi- 
fied wood.       Paul  C.  Judge 


TALK  SHOW  can  use  Microsoft's  CarPoint  to  show  Ra: 
Nader  my  Coi-vair  collection. 55 

— Microsoft  chief  Bill  Gates  tvisecracking  about  an  antitrust 
adversary  at  the  Comdex  trade  show  in  Las  Vegas 


PAPER  PLAYS 

SHOULDA-GOULDA- 
WOULDAATin 

LONGTIME  SHAREHOLDERS 

of  ITT  may  be  rejoicing  over 
Starwood  Lodging's  pending 
deal  to  acquire  the  company 
at  $85  a  share,  but  they  could 
have  done  a  lot  better,  a  lot 
earlier.  In  1985,  ITT  was  un- 
der pressure  from  corporate 
raider  Irwin  Jacobs,  who 
aimed  to  buy  the  company 
and  bust  it  up.  Instead,  itt 
boss  Rand  Araskog  stymied 
Jacobs  and  kept  the  company, 
eventually  selling  some  units, 
such  as  Alcatel,  and  spinning 
off  others,  such  as  Rayonier 

But  calculations 
show  that  share- 
holders would  have 
fared  better  if  they 
had  taken  a  deal  12 


years  ago. 

No  official  offer 
was  ever  made,  but 
Jacobs  forces  had 
informally  floated  a 
figure   for   itt   of  ARASKOG: 


about  $20  more  than  its  si 
price,  which  was  $33.50 
fore  Jacobs  gave  up.  If 
shai'eholdei's  had  taken  $5 
in  cash  and  invested  it  in 
Standard  &  Poor's  500-s1 
index,  today  they  would  Y 
$;373.8;3  on  a  total  return  b 
with  dividends  reinvested, 
cording  to  computations 
BUSINESS  WEEK  by  a  fel 
McGraw-Hill  Cos.  unit,  Sl 
dard  &  Poor's  Compustat 

But  sticking  with  rt 
thi'ough  its  convoluted  hisiry 
of  spin-offs,  special  dividetef 
and  anticipated  sale  to  Si^ 
wood  has  ^/ielded  sharehds 
ers  only  $283.41. 

An  itt  spokesman  sayst'g 
all  academic  because  Jacb' 
never  put  an  i  c 
on  the  table, 
no  matter 
teary  Araskog  I 
announcing  i| 
sale,  just  remerrl 
he's  not  the  df 
one  who  has  a  rte 
to  feel  bad.  Sh-e- 
holders  should  sed 
Teary     a  tear,  too.  0, 


B-SCHOOL  NOTES 


CHECK  YOUR  REARVIEW.  HARVARD 


HARVARD   BUSINESS  SCHOOL 

has  long  reigTied  supreme  in 
the  applications  sweep- 
stakes— one  rough  measure 
of  what's  hottest  among  the 
MBA  crowd.  But  with  this 
fall's  entering  class.  Harvard 
has  slipped  into  a  virtual 
dead  heat  with  hard-charg- 
ing Wharton,  according  to  a 
BUSINESS  WEEK  survey. 

Whaiton  came  witliin  eight 
applications  of  matching  Har- 
vard in  lf)97  (table).  In  prior 
years,  the  gap  was  in  the  600 
to  700  range.  Wharton's  ap- 
plications closed  the  gap  by 
rising  70%  over  the  past  five 
years,  vs.  26%  for  Harvard. 

The  top  B-schools  have  all 
enjoyed  a  populanty  sm'ge  in 
the  ''90s,  but  Wharton  fueled 
its  increase  with  an  aggi'es- 
sive  promotion  drive.  It  has 
developed  offices  overseas  to 


attract  foreigners,  fosterecoo 
online  applications  systm, 
and  pushed  a  big  alumni:*- 
cruitment  effort.  In  teiTn  of 
overall  quality,  Wharton  fso 
enjoys  positive  buzz:  S^ce 
1994,  it  has  held  first  p^e 
in  BUSINESS  week's  rankigs. 

Is  Harvard  worried?  Ita- 
ry  Murphy,  associate  adis- 
sions  director,  will  only  *y: 
"Whai'ton  has  an  excelir 
program."       Nadav  Era 


1997  B-school 
Applications  % 
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Faster  printers  at  greater  value 
are  right  under  your  nose. 


"Sometimes  you 
have  to  look  past 
the  market  leader  to 
find  an  exceptional 
product  that  is  also 
an  exceptional  value." 


EDITORS' 
CHOICE 


June  10,  1997 
Lexmark  Optra  S  1250 
Lexmark  Optra  S  1650 


Lexmark  presents  the  enhanced  Optra  S  family  - 
the  quickest  way  yet  to  cut  your  printing  costs. 


introducing  the  new 
^  Lexmark  Optra  "  S  1620  and 

-  2420  network  laser  printers  -  the  most 
value-packed  printers  in  their  class.  Like  the  rest 
of  the  Optra  S  family,  these  new  16  and  24  page  per 
minute  entries  produce  crisp  1200  dpi  output  with  an 
array  of  money-saving  features:  interchangeable  paper 
trays,  snap-in  duplexers  and  MarkVision  "  -  exclusive 


Lexmark  software  that  lets  your  staff  know  when 
paper's  low  or  toner  needs  replacing  before  they  find  out 
the  hard  way 

To  save  your  people  time  and  frustration  and  greatly 
reduce  your  printer  acquisition  and  support  costs,  call 
1-800-LEXMARK.  (800-539-6275)  or  visit  us  at 
www.  lexmark.  com.  And  put  your  total  cost  of  printing  on 
a  much  tighter  leash. 


A  bold  new  breed  of  performance  printers. 


©  1997  Lexmark  International.  Inc  All  hghts  reserved  Lexmark  and  Lexmark  with  diamond  design,  MarkVision  and  Optra  are  trademarks 
o(  Lexmark  International,  Inc  registered  tn  the  United  States  and/or  other  countries.  '£^1997  PC  Magazine  Zrtf-Davis  Publishpng 


Up  Front 


HONCHOS 


LBO  DAYS.  BROADWAY  NIGHTS 


HARD-NOSED  BUYOUT  KING  BY 

day,  Ted  Forstmann  is  an 
"angel"  by  night.  Forstmann 
Little's  senior  partner  has 
bounded  onto  Broadway  as  a 
backer  of  the  musical  The 
Scarlet  Pimpernel.  It's  his 
first  foray  onto  the  Great 
White  Way,  prompted  by  an 
old  friend's  love  of  the  original 
novel  and  a 
golfing  buddy 
who  is  one  of 
the  three  other 
producers. 

Forstmann 
says  he  got  "a 
very  fair  deal" 
for  putting  up 
part  of  the  $9 
million  it  cost  to 
mount  the  show.  He's  coy 
about  exactly  how  much  he 
anted  up  but  says:  "It's  a  sig- 
nificant share." 

Now,  he  has  to  hope  that 
the  show,  which  got  mixed  re- 
views, can  stay  afloat.  The  no- 


PIMPERNEL:  Ted  likes  it 


tice  in  The  New  York  Times, 
for  example,  said  that  "...if 
it's  pulse-racing  suspense  and 
derring-do  you're  after,  you 
would  be  better  off  watching 
tourists  crossing  against  the 
light  in  Times  Square." 

Forstmann  says  audiences 
enjoy  the  show — attendance 
was  a  respectable  812%  of  ca- 
pacity in  the 
week  before  its 
Nov.  10  open- 
ing. He  adds 
that  investing 
on  Broadway  is 
different  from, 
say,  investing 
$1  billion  or  so 
in  Gulfsteam 
Aerospace,  the 
once-failing  planemaker  he's 
resuscitating  for  his  inve.stors. 
"This  has  turned  out  to  be  a 
lot  of  fun,"  said  Forstmann. 
"Fun  doesn't  enter  into  it 
when  you're  deciding  to  buy 
Gulfstream  or  not."  □ 


WILD  KINGDOM 

TAKE  THAT. 
YOU  VARMINT 


CRITTER  CONTROL  IS  BOOMING 

as  suburbia  expands  into  the 
countryside.  This  is  especial- 
ly true  in  fast-growing  Texas, 
where  wildlife  and  humans 
are  connecting  more  and 
more.  When 


beavers  flood  the  golf  course, 
raccoons  rummage  through 
the  garbage,  and  coyotes  eat 
the  cat,  professional  hunters 
and  trappers  get  a  call. 
Beast-busters  such  as  Jeff 


Dunnier  of  Marshall,  Tex., 
have  contracts  with  home- 
owners associations  and  golf 
courses.  Beavers  top  his  most- 
wanted  list.  "They  dam  up 
man-made  streams  and  ponds 
and  eat  up  hardwoods  and  or- 
namental shrubs,"  he  says. 
According  to  the  Agriculture 
Dept.,  damage  from  animals 
has  surged  from  $51  million 
in  1990  to  $83  milUon  in 
1996  nationally. 

Dunnier,  who  was  al- 
most alone  in  his  field  four 
years  ago,  now  has  about 
25  competitors  in  the  state. 
Yearlong  animal-control 
contracts  can  pay  as  much 
as  $35,000.  Some  relocate 
the  animals,  although  in 
Texas,  most  are  extermi- 
nated. Since  fur  prices 
have  slumped  in  recent 
years,  the  animals  are  seldom 
skinned.  The  Lone  Star  State 
permits  year-round  bagging 
of  nuisance  animals.  Many 
other  states  aren't  as  aggres- 
sive as  Texas.   Kate  Murphy 


CASINO  SOCIETY 

NOW.  FOR  PICASSOS 
BLACKJACK  PERIOD 

STEVE  WYNN  DOES  NOTHING 

halfway.  For  his  swanky  new 
Bellagio  casino,  set  to  open  in 
Las  Vegas  next  October, 
Wynn  is  spending  a  fortune 
on  art — more  than  $120  mil- 
lion to  date 
on  28  mas- 
terpieces 
by  such 
artists  as 
van  Gogh, 
Picasso,  and 
Matisse. 

Wynn,  who 
brought  white  tigers  and  an 
exploding  volcano  to  the  Las 
Vegas  Strip,  is  positioning  the 
Bellagio  for  the  moneyed  set. 
The  3,005-room  palace  will 
also  feature  a  $30  million  wa- 
ter display  and  performances 


by  the  Montreal  circus 
Cirque  du  Soleil.  But  a 
art  had  better  liu^  th< 
rollers:  It  has  already  1 
bump  the  price  tag  ff  t 
joint  to  $1.5  billion  froi  | 
billion. 

While  the  Bellagio  is  n 
construction,  the  art  an 
in  Wynn's  Mirage  casio 
the  high-ijlli 
filled  d 
Prive  ai 
tony  M(an 
restauat 
WjTin  ps 
$U  nullni 
Picasso's  Jot 
last  year,  fy 
is  still  buyin:  . 
a  recent  Christie's  auctin  i 
Picasso's  The  Dream,  irid( 
say,  he  came  prepared  >  i 
$35  million.  But  when  tl  b 
ding  went  to  $48  millic,  t 
self-styled  king  of  Las  fef  r 
folded.  Ronald  (t« 


THE  BIG  PICTURE 


MALL-ADY  Shopping  center  space  is  steadily  growing- 
too  much  so  for  retailers.  Sales  peaked  in  1980  at 
about  $222  per  square  foot,  inflation- 
adjusted  dollars.  For  the  past  four 
years  sales  have  been  flat  at 
around  $165. 


•80  '32  '84  '86  '88  '90  '92  '94  '96 
SQUARE  FEET  PER  CAPITA  A 
DATA;  OELOITTE  4  TOUCHE,  LLP 


FOOTNOTES  U.S.  retail  sales  of  video  games,  1996:  $3.7  billiori;  1997  (est.):  $5.3  bllllon 
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DATA  NPO  G«JP  I 


Rapid  Deployment 

forRapid  Return 


DaLL  CEIVTERS  ARE  CHAIVGIIVG  THE  WAV  C  ^O^II^  AC^  DOES  BTTSIXESS  AND 

IS  CHANGING  THE  WAY  BUSINESSES  DEPLOY  CALL  C3K1VTERS. 


COMPAa 


When  Compaq  made  the  decision  to  change  their  market  strategy  with  a  world-class  call  center, 


we  called  Siebel  Systems.  Because  Siebel  offers  the  full  functionality  and  powerful  computer 
telephony  integration  today's  call  center  solutions  demand.  And  only  Siebel's  Rapid  Application  Deployment 
methodology  ensures  full  system  production  in  as  little  as  eight  weeks.  The  result?  Compaq's  call  center 
went  live  only  two  months  after  making  that  call  to  Siebel— and  we've  been  increasing  revenue  ever  since. 
To  find  out  how  a  Siebel  call  center  solution  can  help  you  change  the  way  you  do  business,  call 
1-800-720-3115,  ext.  9123  or  visit  Siebel  at  www.siebel.com. 


Sales  •  Marhecing  •  Customer  Service 


©1997  Siebel  Systems,  Incorporated.  Siebel  is  a  trademark  of  Siebel  Systems,  Incorporated  and  may  be  registered  in  certain  jurisdictions. 
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RESTATE  SEARS'  EARNINGS? 
THAT'S  LUDICROUS'  

The  allegation  that  Sears,  Roebuck 
&  Co.  may  have  to  restate  earnings 
for  previous  years  is  ludicrous  ("Put 
the  comeback  on  my  card,"  Finance, 
Nov.  10).  Anyone  with  a  knowledge  of 
financial-accounting  and  securities  reg- 
ulations would  know  that  no  conditions 
are  present  that  would  require  Sears  to 
restate  its  financial  results,  and  we  con- 
sider the  article's  inference  to  be  high- 
ly irresponsible. 

James  A.  Blanda 
Vice-President  and  Controller 
Sears,  Roebuck  &  Co. 
Hoffman  Estates,  111. 

I  wish  to  set  the  record  straight  on 
a  statement  attributed  to  me.  You  stat- 
ed that  I  now  believed  "that  Sears' 
credit-card  problems  may  be  so  seri- 
ous that  the  company  may  have  to  re- 
state the  last  three  or  four  years'  earn- 
ings." I  never  made  any  such 
statement,  and  the  idea  of  the  compa- 
ny's having  to  restate  earnings  is  pre- 
posterous. 

There  is  no  way  of  knowing  how 
much  of  Sears'  very  impressive  turn- 
around in  recent  years  could  possibly 
be  due  to  credit  promotional  efforts. 
Hence  there  is  no  way  that  earnings 
could  be  restated  to  match  credit  losses 
to  sales  even  if  generally  accepted  ac- 
counting principles  called  for  it,  which 
they  don't. 

Maggie  Gilliam 
President 
GiUiam  &  Co. 
New  York 
note:  Otir  reporter's  notes 
the  assertion  attributed  to 


Editor's 
contain 
Gilliam. 


GLOBAL  WARMING  SPARKS 
ANOTHER  HEATED  DEBATE 

Your  recent  article  on  global  warm- 
ing takes  a  very  simplistic  view  of  the 
science  associated  with  this  issue — and 
of  the  scientific  process  ("Global  warm- 
ing: Is  there  still  room  for  doubt?"  Sci- 


CORRECTIONS  &  CLARIFICATION 

"Tiny — but  not  trifling"  (Technology  &  Y( 
Nov.  17)  erroneously  listed  the  Toshil 
Libretto  laptop  as  having  a  passivjf 
matrix  screen.  The  Libretto  has  an  activf, 
matrix  screen. 

The  estimate  of  the  cost  of  the  Zhatj 
power  plant  near  Shanghai  ("Can  Chi 
reform  its  economy?"  Cover  Story,  Sept.  2| 
should  have  been  $250  million. 

"Footnotes"  (Up  Front,  Sept.  22)  gave  i 
incorrect  figure  for  1997  worldwide  sal 
of  disposable  cameras.  Sales  were  2 
million. 

"Put  the  comeback  on  my  card"  (Finan(,' 
Nov.  10)  attributed  a  quote  regardij 
home  services  as  an  opportunity  for  t' 
company's  credit-card  business  to  t 
wrong  person.  The  quote  came  from  Sci: 
Swanson  of  Roger  Engemann  &  Associate 


ence  &  Technology,  Nov.  3).  The  am 
does  a  disservice  to  readers  by  1 1 
eluding  that  the  call  by  Lee  Rayim 
Exxon  Corp.'s  chairman,  for  a  scien 
debate  is  10  years  too  late.  Not!  i 
could  be  further  from  the  truth.  Thisis  i 
sue  continues  to  be  surrounded  by  ei-  j 
entitle  uncertainty,  notwithstancig  1 
claims  to  the  contrary. 

Despite  aggressive,  well-organisd 
efforts  to  exaggerate  the  true  stat^of 
scientific  understanding,  theories  atsit 
human  influence  on  global  climate 'e- 
main  unproven.  Three  basic  questns 
were  posed  by  Mr.  Raymond  in  hi- 
jing.  Is  the  earth  really  warming?  Ees  Wi 
burning  fossil  fuel  cause  warming?  Do 
we  have  a  reasonable  scientific  bgis 
for  forecasting  temperature?  Mr.  Iw*|]|]  ^ 
mond's  comments  on  each  quesfn 
were  consistent  with  the  state  of  pi-  , 
ence  today.  10 

Good  science  and  good  economics  te 
necessary  inputs  to  establishing  sond 
public  policies.  They  are  not  establisied 
by  consensus  or  by  measuring  o|n- 
ions.  They  must  be  grounded  in  Ijrd 
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when  you  can  count 
)n  a  telecom  company 
to  improve  business, 
that's  news. 


With  Sprint  on  your  side,  you'll  get  professionals  who 
not  only  understand  your  small  hirsiness,  hut  eonie 
up  with  new  ideas  to  help  it  |X'rtorni  even  better.  The 
Sprint  Business  Solutions  Center  otters  a  Spet  ialist 
who  knows  you.  and  stays  in  touch  with  your 
birsiness  to  put  enhanced  communications  to  work  lor 
you.  They'll  even  .stay  ahead  of  your  needs  and  resj:)ond  lo 
your  challenges  with  CLLstom  solutions,  hi  today's  woiici. 
that  s  new  s     www.sprint.com     1-888  SPRINT  BIZ 


Sprint 


We  help  your  business  do  more  business 


Readers  Report 


analysis  and  truthful  inquiry.  I  urge 
your  readers  to  leai'n  about  this  issue 
and  the  implications  of  premature  ac- 
tion to  their  daily  lives. 

Frank  B.  Sprow 
Vice-President 
Environment  and  Safety 
Exxon  Corp. 
Irving,  Tex. 

Congratulations  on  Paul  Raeburn's 
article  on  global  wanning.  Until  I  read 
it,  I  had  despaired  of  seeing  an  honest, 
com-ageous  look  at  global  climate  change 
issues  in  the  business  press.  As  your 
article  makes  clear,  scientific  evidence 
ovei'whelmingly  indicates  a  human  role 
in  global  climate  change.  Since  we  don't 
know  what  the  consequences  of  the  cli- 
mate change  will  be,  the  only  rational 
response  is  to  take  steps  to  reduce  car- 
bon emissions. 

Scott  A.  Ross 
Division  of  Biology 
California  Institute  of  Technology 
Pasadena,  Calif. 

GREEN  BEGETS  GREEN 

IN  MANY  WAYS  

Your  article  told  only  half  the  story 
about  how  sound  business  practices  re- 
sult in  a  larger  bottom  line  ("When 
green  begets  green,"  Environment, 
Nov.  10). 

Our  research,  forthcoming  in  the 
Journal  of  Investing,  shows  that  com- 
panies that  have  included  envii'onmental 
standards  as  critical  components  of 
overall  business  strategy — and  that 
clearly  signal  this  to  the  financial  mar- 
kets— are  rewai'ded  with  a  lower  cost 
of  capital,  increasing  thei]-  cash  flow. 
Thus,  firms  that  impi'ove  their  environ- 
mental performance  and  management 
systems  can  inci'ease  their  share  price 
by  .5%  or  more. 

The  common  sense  of  the  finn's  being 
less  risky  is  straightforward.  The  im- 
provements i-cduce  the  probability  that 
the  fii-m  will  be  subject  to  future  envi- 
ronmental accidents.  A  better  manage- 
ment system  not  only  reduces  the  po- 
tential for  environmental  accidents  but 
also  lets  the  firm  uncover  discharges 
before  they  become  a  fmancial  liability. 

Stanley  .Jay  Feldman 
Associate  Professor  of  Finance 
Bentley  College 
Waltham,  Mass. 

Petei'  Soyka 
Vice-President 
Environmental  Consulting  Group 
lev  Kaisei' 
Fairfax,  Va. 


EARLY  ADMISSION  IS 

A  TEST  OF  COMMITMENT  

I  would  like  to  clarify  two  points 
about  Johns  Hopkins  University's  early- 
decision  admission  program  ("Should 
you  get  in  early?"  Personal  Business, 
Oct.  31). 

First,  freshmen  admitted  through 
the  early  decision  program  do  not  con- 
stitute 60%  of  our  incoming  classes. 
The  number  has  been  about  25%  in  re- 
cent years. 

Second,  the  overall  difference  in 
qualifications  between  those  students 
who  enroll  under  early  decision  and 
those  who  enroll  during  the  regular 
process  is  slight.  Although  we  admit 
between  45%  and  50%  of  early  appli- 
cants, compared  with  35%  to  40%  of 
the  regular  applicants,  the  difference 
in  the  average  sat  scores  for  the  two 
groups  is  15  to  20  points — a  statisti- 
cally insignificant  difference. 

What  lies  beneath  the  numbers  is 
an  important  point:  Students  should 
not  use  early  decision  as  a  strategy  to 
gain  admission.  But,  rather,  they  should 
only  apply  early  decision  if  they  are 
absolutely  certain  a  paiticular  college  is 
their  first  choice. 

Robert  J.  Massa 
Dean  of  Enrollment 
Johns  Hopkins  University 
Baltimore 

SAFETY  IMPROVEMENTS  ARE 
NOTHING  NEW  TO  GUN  OWNERS 

"Can  gimmakers  disarm  their  attack- 
ers?" (Legal  Affairs,  Nov.  10)  seems  a 
bit  ovei-wi'ought.  Rather  than  "suddenly 
agreeing  to  safety  improvements,"  we 
voluntarily  began  shipping  our  pistols 
in  lockboxes  with  a  padlock  about  a 
decade  ago,  without  fanfare. 

As  a  I'esult  of  such  unsung  industiy 
efforts  and  the  work  of  thousands  of 
NRA-certified  volunteer  safety  instruc- 
tors, the  firearms  accident  rate  has  de- 
creased to  the  lowest  level  this  centu- 
ry— without  government  intervention. 
The  proponents  of  many  ill-conceived 
"safety"  measui-es  are  gim-control  ad- 
vocates, not  gun  ownei's. 

Stephen  L.  Sanetti 
Vice-President,  General  Counsel 
Sturm,  Ruger  &  Co. 
Southpoit,  Conn. 

WADE  COOK  FINANCIAL: 
THANKS  FOR  THE  ATTENTION 

I  disagree  with  the  way  business 
WEEK  tned  to  portray  me  and  oui-  com- 
pany ("Is  Wade  Cook's  recipe  kosher?" 


Finance,  Nov.  17).  I  understand  joij 
desire  to  stir  up  controversy  arj  ij 
point  out  what  in  your  minds  is  a  bij 
dal.  That's  what  sells  magazines,  i'm 
ever,  we  are  confident  the  publiclnil 
continue  to  beheve  in  our  compan;|d8 
spite  the  negative  things  you  have  jial; 
ten  about  us.  In  a  way,  we  are  gram 
for  the  attention  you  and  the  rem 
the  media  community  create  for  us.p 
controversy  often  helps  us  standp 
fi'om  the  pack.  I" 
I  stand  behind  our  company  an(*( 
decisions  that  I  have  made  as  chiew 
ecutive  officer.  We  do  not  inten« 
waste  much  time  worrying  aboutw 
media's  portrayal  of  us.  Instead* 
will  continue  to  focus  on  building  ■ 
billion  company.  ■ 
Wade  B.  (M 
President  &■ 
Wade  Cook  Financial  C 
Sei 
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or  to  the  World  Wide  Web  at: 
www.maven.businessweek.com 
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in  mcj  moiiner'^  Ici-tchen. 

Noi"  in  :5>ome  pacy^a^ge  design 
•firm  in  Neu)  YorlL. 

When  Mom  ore-a-i-ed  -tine  dis+inc-tive  u)a.x  iinaLi- 
delicaL-t-elc^  drips  dou^n  ea.ch  Mak-er's  Marie  bo-H-le, 
she  didn'+  enlisi-  -the  help  o-f  some  Ma.dison  Avenue 
package  designers. 

Nor  did  she  do  marki-e-t  ce-^e-di.ccV\  -to  see  hoto  i-t  platted 
toi-th  hooseu)ives  in  Peoria. 

Nope.  She  90+  00-t  her  -tros-tt^  deep  fri^er,  filled  i-t  u;i-th 
toax,  dipped  a  bo-t~tle  and  said,  "lOha-tat^a  iininkL,  T.U).? 
I-t's  olcai^/'  ansioered  mcj  fa-tiner. 
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Sundays  at  4  pm  on  Dallas/KDTN  2 
Sundays  at  2:30  pm  on  Houston/Channel  8 

Stories  of  immense  power,  fortune  and  risk.  Stories  brought  to  life  like  nfever  before  — 
from  the  perspective  of  the  people  behind  them.  Join  host  Sheilah  Kast  for  TV's 
most  compelling,  in-depth  business  news  analysis.  Watch  "This  Week  in  Business." 
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What 

health  plan 


at  a  competitive  rate? 


MuTUOL^OmOHO 

Companies 


Not  everyone  wants  (or  needs)  the  same  kind 
of  health  plan.  That's  why  the  Mutual  of  Omaha 
Companies  offer  a  full  range  of  managed  care 
products  —  including  HMO,  PPO  and  POS  — 
to  meet  the  needs  of  most  any  business. 

Our  network  of  health  care  providers  offers 
employees  access  to  38  hospitals  and  over 
4,300  physicians.  You'll  enjoy  responsive 
service  from  our  local  staff  in  the  Dallas/Fort 
Worth  area.  All  this  at  a  competitive  rate  from 
an  organization  with  more  than  50  years 
experience  in  group  health. 

Flexible,  affordable  and  reliable  —  what 
other  health  plan  offers  you  so  much  value  for 
your  health  care  dollar?  Find  out  more  about 
group  health  plans  from  the  Mutual  of  Omaha 
Companies.  Ask  your  insurance  advisor  or  call 
the  Dallas  Group  Office  at  972-702-2400. 


Health  plans  underwritten  by  Exclusive  Healthcare,  Inc.  and/or  United  of  Omaha  Life  Insurance  Company. 
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large  payloads,  and  can  fly  in  and  out  of  short  fields.  That  is,  ultimate  mission  flexibility.  You've  come  to  expect  com 
and  reliability.  There  is  only  one  aircraft  that  works  as  hard  as  you  do.  King  Air  C90B.  Call  today  to  arrange  a  der 
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Contact:  Fred  Clarey,  Raytheon  Aircraft  Company 

Addison  Airport,  4400  Glenn  Curtiss  Drive,  Dallas,  TX  75248 
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;  OF  THE  MIND 
itellectual  Closed  Shop 

.  Hall 

208pp . $25 


E  KEEP  OUT'  SIGNS 
JAPAN'S  PROFESSIONS 


actically  everyone  knows  how 
ard  it  is  to  win  access  to  the 
apanese  market.  But  few  gi'asp 
/asive  cultural  nationalism  that 
apan's  legal,  journalistic,  acade- 
1  research  professions  so  closed 
lers.  Fewer  still  understand  the 
ion  between  such  exclusionism 
country's  better-known  market 
,  In  Cartels  of  tJie  Mind:  Japan's 
ual  Closed  Shop,  Ivan  Hall  illu- 

all  these  matters, 
a  leading  authority  on  Japan- 
ilectual  history  with  a  PhD  from 
1  University,  demonstrates  pas- 
y  and  persuasively  that  cartels 
[ily  economic.  In  painstaking  but 
-eadable  detail,  he  exposes  the 

and  structural  barriers  Japan 
cted  to  preserve  its  traditional 

ievotes  a  chapter  to  each  of  sev- 
fessions,  beginning  with  the  law. 
deliberately  restricted  ranks  of 
•s  and  judges  are  so  thin  that 
cess  of  winning  a  legal  remedy 
e  decades.  Worse  yet,  the  prac- 
■  foreign  lawyers  operating  in 
ire  severely  circumscribed  by 
ociation  rales.  They  can't  hire 
e  lawyers,  can't  form  tme  part- 
3  with  Japanese  law  fu-ms,  can't 
Japanese  law,  and  stand  a  much 
nance  of  passing  bar  exams  than 
mese  lawyers  in  the  U.  S.:  A 
illows  only  700  out  of  about 
ipplicants  each  year  to  pass.  One 
[Jail  argues,  is  that  foreign  com- 
lack  adequate  legal  representa- 
Japan. 

there  are  the  kisha  kurabu,  or 
clubs.  These  elite  reporters' 

enjoy  privileged  relationships 
3st  of  Japan's  major  institutions, 
ig  government  ministries,  coi'po- 

and  labor  unions.  Nonmembers 
luded  from  many  important  press 
ices  and  briefings.  And  the  kisha 


C  A 


clubs  are  generally  closed  to  anyone 
who  is  not  employed  by  a  major  Japan- 
ese news  outlet.  So  this  leaves  out  for- 
eign correspondents.  The  implications 
of  this  practice  are  gi-owing:  Only  af- 
ter a  bitter  battle  was  Blooomberg 
Business  News,  upon  which  many  in 
journahsm  and  the  financial  markets  de- 
pend, able  to  win  membership  in  the 
club  attached  to  the  Tokyo  Stock  Ex- 
change. Prior  to  October,  1993,  the  ser- 
vice could  merely  watch  as  its  Japanese 
competitors  received  breaking  business 
news  fii'st. 

Hall  goes  on  to  describe 
the  "academic  apartheid" 
that  afflicts  Japanese  uni- 
versities. Himself  a  victim 
of  such  discrimination,  hav- 
ing been  terminated  by  at 
least  two  Japanese  universi- 
ties that  had  promised  him 
tenure,  he  is  not  an  impar- 
tial observer.  But  he 
nonetheless  documents  a 
compelling  case  of  universi- 
ties' mistreatment  of  foreign 
professors.  Most  foreigners  who  have 
been  promised  eventual  tenure,  he 
shows,  have  been  fu-ed.  This  derives  at 
least  partially  ft-om  a  1992  Education 
Ministry  directive  that  threatened  to 
cut  the  budgets  of  universities  that  had 
foreign  instnactors  in  the  top  two  pay 
grades. 

"It  is  as  though  the  U.  S.  Depart- 
ment of  Education  had  ordered  the  lead- 
ing U.  S.  universities  to  ease  out  all 
non-Americans  in  their  forties  and 
fifties,"  Hall  wi-ites.  Yet  non-American 
senior  professors  abound  in  the  U.  S., 
as  he  demonstrates. 

Moreover,  the  number  of  exchange 
students  and  foreign  researchers  in 
Japan  is  smaller  than  the  number  of 
Japanese  studying  or  performing  re- 
search overseas.  Hall  shows.  He  attrib- 
utes this  mainly  to  cultm-al  bias  and  ar- 
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gues  persuasively  that  the  result  sei-ves 
Japan's  interests. 

Nearly  all  of  the  barriers  Hall  ad- 
dresses are  cultui-al,  which  makes  them 
more  difficult  to  dismantle  than  if  they 
were  a  matter  of  law.  The  restrictions 
on  lavi^ers  and  the  press,  for  example, 
are  enforced  by  the  Japanese  legal  and 
jom-nalistic  professions,  albeit  with  gov- 
ernment acquiescence.  It's  much  the 
same  in  academia  and  R&D,  although 
the  Ministry  of  Education's  effort  to 
eliminate  older  foreign  teachers  shows  a 
visible  government  hand. 

What  does  this  "intellectual  closed 
shop"  mean  in  a  larger  context?  For 
one  thing,  Japan  is  not  Hving  up  to  its 
intemational  responsibihties  and  obliga- 
tions. "Intellectual  parsimony  on  such 
a  gi-and  scale,"  Hall  wintes,  "is  simply 
not  worthy  of  the  world's  second  eco- 
nomic power  as  it  seeks  a  peiTnanent 
seat  on  the  [U.  N.]  Seciuity  Council  and 
aspires  to  political  leadership  at  the  re- 
gional and  global  levels." 

Moreover,  Japan's  cartels 
of  the  mind  also  work 
against  Japan's  interests. 
Hall  maintains,  in  that  they 
limit  intellectual  under- 
standing and  public  dialogue. 
Opening  the  kisha  clubs,  for 
example,  "would  force 
Japanese  leaders  (and  jour- 
nalists) to  hear,  and  respond 
to,  the  questions  that  are 
most  on  the  minds  of  the 
outside  world,"  Hall  argues, 
"creating  for  the  fu'st  time  a 
genuinely  open  and  nonmanipulated  di- 
alogue between  Japan  and  its  paitners." 
Among  Hall's  suggestions  for  breaking 
down  the  walls:  reciprocity  for  foreign 
law  firms  in  Japan,  giving  them  the 
same  scope  of  activity  that  Japanese 
lawyers  have  in  other  lands,  and  similar 
treatment  for  foreign  teachers  in  Japan, 
something  the  Ministry  of  Education 
could  easily  promote. 

Japan's  cartels  of  the  mind  lie  at  the 
junction  of  mercantilist  institutional  bar- 
riers and  attitudinal  xenophobia,  says 
the  author.  By  helping  to  clarify  this. 
Hall  sheds  new  light  on  Japanese  ex- 
clusiveness.  Anyone  seeking  to  fathom 
the  counti-y's  behavior  toward  the  out- 
side world  should  read  his  book. 

BY  ROBERT  NEFF 
Tokyo-based  Neff  is  a  business  week 
contributing  editor. 


THE  LAW,  JOURNALISM,  AND  ACADEME  ARE 
ALL  BUT  CLOSED  TO  OUTSIDERS 


PEOPLE  ORIVE  OARS, 
AMD  OTHER 
REVOLUTIOM  ARV 
OBSERVATIOMS. 


Juiiiiuuy  8,  1997: 
Auto  Slunv  cnnvds  ,^ei  the  first  glance  at  tlie  next  generation 
of  cab-fonvard  tlmikitig  in  the  all-nezv  1998  Dodge  Intrepid 
and  Chrysler  Concorde.  Competitors'  shoulders  sag. 


December  31,  1996: 
20  major  azvards 
for  cab-fonvard 
sedans.  So  far. 


March  23,  1994: 
Ducks  mistaking  Chr 
test  track  for  local  pd 
umvittingly  inspire 
handling  of  Chrysler  C 
and  Dodge  Stratus  sea 


•  •  »  «  ^  f  ■>  e  * 


It  seemed  like  an  obvious  notion:  Cars  should; 
be  designed  around  people,  not  machinery.  But  it 
led  to  what's' been  called  "a  generational  leap  in., 
automotive  design."'  We  simply  call  it  cab-forward. ' 

By  fundamentally  rethinking  the  car's  architect] 
we  managed  to  expand  seating  areas  as  wel 
improve  ride  and  handling.  More  than  two  rhil 
vehicles  later,  it  seems  that  people  approve.  And  i 

B 

Gall  toll-free  1-888-GREA*6aR^.   ' '  '   ''^ ' 

'■}';'■    •'  ;                 .  •  '. v^ww.chryslercorp.c 

■  ■   -.■  ..  — — — — —         1  .11 

September  9,  1987: 
mtion,  dubbed  Portofino,  debuts  at 
ikfurt  Auto  Shoiv.  Acclaim  leads  a 
Corporation  exec  to  ask:  "Wfiy  can't 
did  a  production  car  like  this?" 


January  7,  1989: 
Chrysler's  design  and 
engineering  teams  agree  their 
nezv  midsize  car  should  reflect 
the  thinking  in  Portofino — 
scrapping  current  plans. 


ril  2,  1993: 
m  the  Los  Aneeles 
'Thanks  to  that 
tard  design,  rear 
in  [the  Chrysler 
ers  the  same  knee 
oom  as  first  class 
iir  France." 


March  12,  1993: 
Tzvo  Chrysler  designers,  zvorking  on  nezv 
compact  sedan  late  on  Friday,  decide  to  go  for 
Chinese  food.  Nine  hours  later  they  arrive  in 
Chinatozvn — in  Nezv  York. 


September  8,  1991: 
International  Motor  Press  Association  gets 
previezv  of  nezv  "cab-forzvard"  sedans  at 
Moran's  Restaurant  in  NezvYork.  Journalists 
are,  briefly,  too  excited  to  eat. 


September  15,  1992: 
Chrysler  Concorde,  Dodge  Intrepid, 

and  Eagle  Vision  sedans  are 
launched.  Their  cab-forzvard  profile 
''makes  everything  else  look  old," 
according  to  one  zvriter. 


November  6,  1992: 
To  get  mall  shoppers  to  stop 
and  test  their  seating  prototype, 
a  group  of  Neon  engineers 
offers  free  hot  dogs. 


)out  to  launch  the  next  wave  of  vehicles  that 
even  more  striking,  more  comfortable,  and 
m  to  drive.  Call  us  revolutionaries,  but  we 
at's  what  great  cars  are  supposed  to  t5e  about. 

oays  use  seal  belts.  Remember,  a  backseat  is  the  safest  place  for  children. 


■     •  ■ 

OREAT  CARS. 
OREAT  TRUCKS. 

^CHR^LER  CORPORATION 


Books 


THE  BUSINESS  WEEK  BEST-SELLER  LIST 


HARDCOVER  BUSINESS  BOOKS 


PAPERBACK  BUSINESS  BOOKS 


1  THE  MILLIONAIRE  NEXT  DOOR  by  Thomas  J.  Stanley,  PhD, 
and  WiHiam  D.  Danko,  PhD  (Longstreet  Press  •  $22)  The 
penny-pinchers  shah  inherit  the  earth. 

2  F.I.A.S.C.O.  by  Frank  Partnoy  (Norton  •  $25)  Did  Morgan 
Stanley  victimize  its  customers? 

3  THE  EXCEL  PHENOMENON  by  James  W.  Robmson  (Prima  • 
$20)  Building  a  $2  billion  long-distance  provider. 

4  THE  DILBERT  FUTURE  by  Scott  Adams  (HarperBusmess  • 
$25)  Prognostication  from  the  prolific  cartoonist. 

5  WALL  STREET  MONEY  MACHINE  by  Wade  B.  Cook 
(Lighthouse  Pubhshmg  •  $24.95)  A  former  cab  driver's 
formulas  for  striking  it  rich. 

6  BUFFETTOLOGY  by  Mary  Buffett  and  David  Clark  (Scnbner  • 
$27.50)  An  ex-daughter-in-law's  take  on  Buffett's 
techniques. 

7  SELLING  THE  INVISIBLE  by  Harry  Beckwith  (Warner  •  $15) 

A  collection  of  bite-size  lessons  on  marketing. 

8  INSIDE  INTEL  by  Tim  Jackson  (Dutton  •  $24.95)  A  through- 
the-keyhole  view  of  the  chipmaker  and  its  hard-driving  boss. 

9  STOCK  MARKET  MIRACLES  by  Wade  B.  Cook  (Lighthouse 
Publishing  •  $24.95)  Investing  fundamentals — and 
infomercials  for  the  author's  many  wares. 

10  POUR  YOUR  HEART  INTO  IT  by  Howard  Schultz  and  Dori 
Jones  Yang  (Hyperion  •  $24.95)  At  Starbucks,  the  chief's 
cup  runneth  over. 

11  DANGEROUS  COMPANY  by  James  O'Shea  and  Charles 
Madigan  (Times  Business  •  $27.50)  A  scathing  portrait  of 
the  consulting  business. 

12  REAL  TIME  by  Regis  McKenna  (Harvard  Business  School  • 
$19.95)  Speed  is  of  the  essence,  says  a  Silicon  Valley 
marketing  wizard. 

13  SUCCESS  IS  A  CHOICE  by  Rick  Pitino  w/ith  Bill  Reynolds 
(Broadway  •  $25)  Coach  says  work  harder,  harder! 

14  GUNG  HO!  by  Ken  Blanchard  and  Sheldon  Bowles  (Morrow  • 
$20)  How  Walton  Works  #2  fired  up  its  employees. 

15  AGAINST  THE  GODS  by  Peter  L.  Bernstein  (Wiley  •  $27.95) 
Risk  management  in  the  making  of  the  modern  world. 


10 


11 


12 


13 


14 


15 


THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 

THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Toj 
Gardner  (Fireside  •  $12)  The  online  investment  duo  puts 
on  paper. 

BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $14)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 
THE  1998  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $16.95)  The  | 
enduring  job-search  bible.  |; 

THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDINI 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  l|, 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriched  ^ 
with  graphics. 

1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  (Wo 
man  •  $10.95)  Give  them  a  champagne  brunch,  a 
casual-dress  day — or  plain  old  cash. 

THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusines: 

$1 1.95)  The  revenge  of  the  cubicle  dwellers. 
YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vicki 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 
THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies'  Investms: 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  fo, 
four-bean  salad,  five-hour  stew — and  23%  returns. 
BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT 
TERMS  by  John  Downes  and  Jordan  Elliot  Goodman 
(Barron's  •  $1 1.95)  What  is  an  oligopsony  anyway? 

J.K.  LASSER'S  YOUR  INCOME  TAX  1998  by  the  J.K.  Lass^ 
Institute  (Macmilian  •  $14.95)  Plan  ahead. 

INVESTING  FOR  DUMMIES  by  Eric  Tyson,  MBA  (IDG  Book;' 
$19.95)  From  stocks  to  small  business — with  cartoons,  too\ 
GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer. 
1001  WAYS  TO  ENERGIZE  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $10.95)  From  morale-building  to  job-enrichmer\ 


BusiNiss  wF;tK's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economic 
mmii?fipr:<?rA.  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  reprj 
sentea.  C;.-.^nt  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  October. 

Reviews  and  more  are  available  on  www.businessweek.com.  Click  on  BW  Plus! 


proof  enougi 
er  Excel  Co; 
largest  long-c 
Kenny  Troutt, 
marketing  appi 
long-distance  sei  ' 
dealers  could  sigi.  ; 
campaigns.  And  cus; 
service  purchased  fron 
Today,  Excel's  annual 


IF  WORLrXOM  INC.'S  AUDACIOUS  $37  BILLION 

bid  for  MCI  Communications  Inc.  isn't 
new  order  in  the  telecom  industry,  consid- 
cations  Inc.  in  Dallas,  the  nation's  fifth- 
carrier.  Excel  was  started  in  1989  by 
trepreneur  with  a  new  idea:  Use  the 
ide  famous  by  Amway  Corp.  to  resell 
outt  figured  an  army  of  independent 
ends  and  family  without  costly  ad 
orobably  would  be  more  loyal  to  a 
ighbor  than  they  would  to  at&t. 
es  are  about  $2  billion,  and  it's 


the  fastest-growing  U.S.  p, 


ompany.  It's  a  fascinating  sto- 


ry— but  not  one  you'll  read  in  The  Excel  Pfienomenon, 
No.  3  hardback  on  this  month's  best-seller  list.  Author  Jan| 
W.  Robinson  says  he  is  independent  of  Excel,  but  his  b 
reads  like  the  work  of  a  Stepford  wife.  Here's  Robinson  on 
eel's  founder:  "The  self-confidence,  the  ceaseless  supply  of 
ergy,  the  plainspoken  ability  to  motivate  others,  the  sense 
get  that  he  has  never  forgotten  where  he  came  from — th 
are  the  qualities  many  have  seen  m  Kenny  Troutt."  The  bc| 
is  mostly  tales  of  dealers  who  left  their  jobs  to  become  rit 
rich!  It  isn't  a  how-to  guide — Robinson  just  exhorts  readers 
get  out  there  and  do  it,  because  "the  rocket  ship  is  taki 
off."  It's  enough  to  make  you  long  for  an  at&t  sales  call. 

BY  CATHERINE  ARN 
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UH-C^H.  Yc^li  MIOHT  LIVE  A  REALLY  LONO  TIME! 
Advances  m  healthcare  deliver  wonderful  results 
But  where  are  the  innovative  financial  planning  and 


products  to  help  you  enjoy  a  secure 


,  longer  life? 


Self  propellec^ 

Right  here,  at  The  Equitable.  Our  revolutionar 


family  of  annuities  includes  unique  income  dis-| 
uibution  features  to  help  ensure  that  you  won 
run  out  of  money,  no  mauer  how  long  you  live 
Our  Fmcauial  Fitness  Pro/He*  planning  process 
helps  clients  win  independence  at  each  of  life's 
stages.  And,  The  Equitable  is  a  member  of  thel 


Global  AXA  Group,  one 


of  the  world's  largest. 


strongest  and  most  innovative  financial  services 
organu:auons  -  v^th  over  $500  billion*  in  assert 
under  management.  To  learn  more,  call  1-800-1 
590-5995  or  \nsit  us  at  wwwxqmtabkxom. 


EQUITABLE 


Metnber  of  the  Global 


iroup 


■"^Sffauitabris  solelv  responsim.  lu,  as  ' 


\  NEW  CONCEPT  IN  DOWNSIZING 
rHE  COST  OF  COMPUTING  NOW 
NTRODUCING  ^SUITE  FROM  LOT 
^  IT'S  THE  NEXT  BIG  GIG 


AY  ONLY  FOR  WHAT  YOU  USE  AND  BLOW  YOUR  BUDGET  ON  BONUSES. 

3tus  eSuite™  is  here:  an  integrated  set  of  Java^-based  applications  combined  with  an 

eSuite  Workplace 

transforms  the  desktop 

asy-to-use  graphical  user  interface.  eSuite  is  designed  to  bring  the  right  tools  to  the 

T 

ght  people  within  your  organization. 

DESIGNED  FOR 

ORE  POWER  AND  CAPABILITIES  ACROSS  ALL  PLATFORMS.  eSuite  Workplace™ 

JAVA 

srves  as  a  single  point  of  access  to  all  the  capabilities  a  user  could  want,  including 

COMPACT, 

usiness  productivity  applets,  your  company  intranet,  e-mail  and  the  Internet.  This 

EASY-TO-USE  APPLETS 

mplified  desktop  actually  empowers  people  to  work  and  communicate  more 
fficiently.  That  equates  to  greater  productivity  and  a  sizable  reduction  in  overall 
oftware,  maintenance,  training  and  support  costs.  Which  all  adds  up  to  a  computing 

INTUITIVE 
USER  INTERFACE 

udget  you  can  swallow,  or  even  spread  around  a  bit. 

EASY 
WEB  ACCESS 

Suite  Workplace  is  task-focused,  snappy  and  easy  to  use  from  the  start.  So  you  can  dive 

ght  into  your  work  and  be  productive  right  away.  Think  of  the  dollars  saved,  the  hours 

@ 

ained,  the  nuisance  avoided.  Lotus  eSuite  looks  like  a  lot  more  than  the  next  big  gig 

e-business 

1  computing.  It's  the  advent  of  an  entirely  new  business  sensibility. 

ext  steps  on  your  agenda:  learn  more  about  eSuite  technology.  Give  us  a  call  at 
800  872-3387,  ext.  D582.  Or  visit  us  at  our  website  www.esuite.lotus.com  for 

1  Lotus  1 

lore  information.  Workin;?To2ether 


Canada,  call  1  800  GO  LOIUS.  ®  1997  lolus  Oevelopmenl  Corporalion,  55  Camindge  Parkway,  (jmbndg!,  M*  02142,  All  nghls  cesmed  lolus  and  Working  logetlier  are  regislered  Iradenarts  and  eSmle,  eSuile  Vfnrtflacf  and  Wnr»  Ihf  Wet  are  liademarki  ol  lolir,  Deielopmenl  Corp 
/a  is  a  tiademark  ol  Sun  Microsystems,  Inc.  lire  e-business  logo  is  a  trademaik  ol  Inlernalional  Business  Machines  Coiporation. 


Technology  &  You 


II 


BY  STEPHEN  H.  WILDSTROM 

EEEEK! 
A  BETTER 


MOUSE 


These  low-cost  mice, 
trackballs,  and  pads 
let  you  go  way  beyond 
pointing  and  clicking 

Mice  get  no  respect. 
I'll  bet  you  never 
thought  about  the 
mouse  that  came  with  your 
computer — most  likely,  a 
Microsoft  model — until  accu- 
mulated cookie  crumbs  and 
l)otato-cliip  gTease  left  you  in 
need  of  a  replacement.  Well, 
it's  time  to  stop  taking  for 
gTanted  those 


THE  WHEEL  DEAL 

InteiliAloiise  can  scroll 
text  up  and  down  with 
compatible  programs 

"pointing  devices,"  as  they 
are  known  in  the  trade.  I'm 
not  about  to  argue  that  a 
better  mouse  can  change 
your  life.  But  manufacturers 
have  taught  the  old  mice 
some  useful  new  tricks. 
WEB  NECESSITY?  One  big 
change  is  to  make  it  much 
easiei'  \<<  scroll  thi'ough 
screens,  a  need  greatly  ex- 
panded hv  the  iiopularity  of 
the  World  Wide  Web.  Click- 
ing on  scroll  bars  requires  a 
lot  of  mouse  movement.  Last 
year,  Microsol'  added  a  little 
wheel  to  its  $,S(i  IntelliMouse. 
Turn  the  wheel  with  your  fin- 
ger and  text  scrolls  up  or 
down.  A  cou))i'-  of  other 
tricks  let  you   make  text 


"auto-scroll,"  TelePrompTer- 
style,  or  zoom  in  on  part  of  a 
spreadsheet. 

Unfortunately,  these  fea- 
tures work  only  with  pro- 
gi'ams  designed  to  use  them. 
That  has  mainly  meant  Mi- 
crosoft Office  97  and  Inter- 
net Explorer  3.0  or  4.0. 
Mouse  pioneer  Logitech  (510 
795-8500)  has  helped  with 
software  that  allows  you  to 
scroll  in  any  Windows  95  or 
NT  application,  though  auto- 
scroll  and  zoom  are  still  lim- 
ited to  software  designed  for 
the  featwes.  Logitech  prod- 
ucts that  incorporate 
scrolling  include  the 
$30  First  Mouse+  and 
$55  MouseMan+.  (The 
latter-  suffers,  says  this 
southpaw,  from  being  a 

very  right-handed  design.) 
IBM  offers  a  variation:  In 
place  of  the  wheel,  the  $60 
ScrollPoint  uses  a  little  stick 
of  the  sort  found  on  Think- 
Pads for  scroUing.  The  stick 
is  located  between  the  two 
buttons  in  the  same  place  as 
the  wheel  on  the  Microsoft 
IntelliMouse.  And  the  $50  In- 
ternet Mouse  from  Kensing- 
ton Microware  (415  572-2700) 
adds  up-and-down  scroll  but- 
tons to  the  two  standard 
Windows  buttons. 

The  trackball — sort  of  an 
upside-down  mouse  that  stays 
still  on  your  desk  while  you 
turn  the  ball — is  another  al- 
ternative. Microsoft  recently 
added  an  $80  version  with  a 
wheel  right  next  to  the  track- 
ball for  scrolling.  And  Logi- 
tech has  just  come  out  with 
the  $100  Ti-ackMan  Marble 
FX.  The  Marble  uses  optical 
sensors  instead  of  mechani- 
cal rollers  to  track  the  mo- 
tion of  the  ball.  This  makes  it 
all  but  immune  to  the  skin 


GRAPHIC  HEAVEN 

{'eui^artnt'!'  lets  you  draw 
far  more  accurately  than 
with  a  mouse 

oil  and  other  contaminants 
that  can  cause  trackballs  to 
malfunction. 

If  you  like  the  touchpads 
used  on  many  laptops,  you'll 
love  the  $70"  VersaPad  "from 
Interlink  Electronics  (800 
340-1331  or  805  484-1331).  It 
combines  a  touch-sensitive 
pad  with  horizontal  and  ver- 
tical scroll  bars  and  five  but- 
tons that  can  be  progi-ammed 
to  handle  such  Windows  fimc- 
tions  as  cut,  paste,  and  save 
file.  The  pad  can  be  manipu- 
lated with  a  stylus  rather 
than  your  finger  for  gi-eater 
accuracy. 

Computer  ailists  have  long 
known   that  the 
best  way  to  draw 
on-screen  is  to 
use    some-  , 
thing  as  close  % 
as  possible  to 
a  real  pen 
or  brush.  Now 
WACOM  Technology 
(800  922-9348  or  360 

VERSATILITY 

MouseMan-f-  scrolls 
with  all  Windows  95  and 
NT  applications 

750-8882)  and  Key  Tronic 
(509  927-5273)  have  intro- 
duced $90  mass-market 
gi'aphics  tablets,  which  until 
now  have  cost  anywhere 
fi-om  $200  to  $3,000.  " 

The  tablets  are  similar  in 
design.  Moving  the  pen  on  or 


near  the  felet 
surface  mces 
the  cmisor.  Ijdi 
point  on  fif 
tablet  represjrta 
a  point  on 
screen,  so  if  oii 
move  the  perjto 
the  upper  left,  tlj^ 
where  your  cuiir 
ippears,  regardle^at 
where  it  was  wsr 
you  started.  (Theyiar. 
also  work  in  stanorc 
"mouse  mode,"  but  ss- 
largely  defeats  the  purpf 
of  a  tablet.)  Tap  the  pen3[> 
to  chck  the  left  mouse  p 
ton,  and  use  a  button  onfe 
barrel  for  the  right.  Ej^ 
tablet  plugs  into  a  serial  iak 
and  lets  you  continue  U!3j! 
a  standard  mouse,  too. 
ARTISTIC  CONTROL.  The 
Ti'onic  NotePal  offers  a  :C- 
ond,  programmable,  butm 
on  the  pen  bairel,  and  its  iU 
is  tethered,  making  it  hjtd 
to  misplace.  The  wacom  lis 
Partner  has  a  big  advantijej 
though,  in  applications  sii 
as  Adobe  Systems'  Photosi^ 
that  support  it:  As  witfi 
real  brush,  pressing  har6| 
on  the  pen  produces  a  fam 
fine.  This  gives  you  a  hifii 
of  artistic  control  you  j8f 
cannot  achieve  with  any  (fal 
er  type  of  device.  In  adclitil| 
the  top  of  the  pen  serves?^ 
a  handy  electronic  eraser:?| 
The  tablets  take  sc|li 
getting  used  to.  Dravij 
on  the  pad  while  vi 
ing  the  results  on  lA 
screen  is  diffeiii 
om  drawing  || 
paper,  bui 
found  that  oi 
I  got  the  h;j 
of  it,  I  col 
clraw  fai"  ml 
precisely  tl 
with  a  mous; 
The  fact  p. 
that  the  mouse 
came  with  your  computer^ 
any  replacement  you  buy  9i 
it  will  do  the  basic  pointB 
job  just  fine.  But  these  inj 
pensive  tablets,  trackbaj 
and  enhanced  mice  offer  ii 
ful  features  that  are  vl 
worth  a  try. 


\  fror 

\ 


OUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 

20  BUSINESS  WEEK  /  DECEMBl-R  1,  1997 


Who'd  have 
imagined  the 
world's  largest 
notebook 
screen  would  fit 
into  such  a 
small  package? 
(Other  than  us? 

No  one.)  With 
its  brilliant  14.1" 
screen,  3.2  GB 
hard  drive  and 
powerful  Intel 
Pentium"  processor 
with  MMX™ 
technology,  the 
1.4"  thin,  6.2-lh. 
Digital  HiNote" 
Ultra  2000  lets 


you  do  whatever, 
wherever.  Add 
in  its  extra-long 
battery  life,  full 
plug-and-play 
Windows  NT* 
compatibility, 
20x  swappable 
CD-ROM,  and 
what  have  you 
got?  No  room  left 
for  compromises. 
For  details,  find 
us  at  www.digital. 
com/xxl  or  call 
1-800-DIGITAL. 
And  get  ready 
to  win  in  a 
networked  world. 

mm 


%  I 


I  Eocjo  ;iniJ  H  Note  fitfe  ii-j(j'oiTi<)ti.^ 
.^1  Eiqiiipnicn:  Corpct^ton  The  inu-^ 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


THE  FEDS  SHOULD  LET  MICROSOFT 
BE  MICROSOFT 


BUZZ  OFF: 

What  stifles 
competition  in 
the  mercurial 
computer 
industry?  The 
government 
simply  doesn't 
know,  and  the 
market  itself 
can  do  the 
enforcement 


Gary  S.  Becke-  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and    a  Fellow  of  the 
Hoover  Institution 


The  Justice  Dept.,  backed  by  Attorney 
General  Janet  Reno,  is  seeking  record 
fines  of  $1  million  a  day  against  Micro- 
soft Corp.  unless  it  stops  alleged  anticompet- 
itive practices  involving  the  tie-in  of  its  In- 
ternet browser  with  Windows  95.  I  believe 
that  these  kinds  of  government  attacks  on 
the  leading  software  company  will  harm  the 
performance  of  an  industry  with  the  most 
sustained  and  rapid  technological  advance  in 
modern  times. 

Only  lawyers  schooled  in  arcane  language 
can  figure  out  if  Microsoft  violates  a  1995 
antitmst  "consent  decree"  when  it  threatens  to 
revoke  licenses  for  Windows  95  unless  manu- 
factiu'ers  install  Microsoft's  Internet  browser 
However,  this  interpretation  of  the  decree 
clearly  is  no  boost  to  industiy  progi'ess. 

This  tying-together  of  Windows  and  Micro- 
soft's browser  may  give  the  company  a  tem- 
porally edge  in  the  browser  market  against 
Netscape  Communications  Corp.  But  history 
shows  that  such  advantages  are  usually  of 
little  consequence  for  the  development  of  the 
industry.  Apple  Computer  Inc.,  an  early 
leader  in  pei'sonal  computers  with  its  easy-to- 
use  icons,  stumbled  badly  in  the  1980s.  It 
soon  became  a  minor  player 
POOR  GUIDE.  The  same  fate  can  await  Micro- 
soft, especially  if,  as  many  leaders  of  the  in- 
dustry believe,  most  computers  mainly  be- 
come machines  for  communicating  with  other 
computers  through  the  Internet  and  other 
networks.  Microsoft  might  then  be  at  a  com- 
petitive disadvantage  as  it  adds  bells  and 
whistles  to  an  operating  system  that  becomes 
too  expensive. 

It  is  difficult  to  tell  what  is  a  product  tie-in 
within  the  software  industry  because  products 
merge  almost  seamlessly.  Windows  already 
incori^or-ates  many  applications  in  its  operating 
system,  such  as  gr-aphical  user  interface  and 
font  types.  With  a  slightly  different  time  se- 
quence of  innovations,  Microsoft's  browser 
fVom  the  beginning  could  have  been  part  of 
what  was  called  Windows  95. 

The  Justice  Dept.  appai'ently  is  basing  its 
current  case  against  Micr-osoft  on  the  con- 
cept of  "network  externalities."  This  r-efers  to 
an  eaiiy  standard,  such  as  a  computer  oper- 
ating system,  that  gr-eatly  influences  futur-e 
standards  because  of  the  need  to  communicate 
among  compatible  machines.  Networ'k  effects 
are  obviously  at  times  important,  but  alleged 
networ-k  inefficiencies  are  a  poor  guide  to 


antitr-ust  policy  because  they  are  difficult 
document.  P 

I  am  not  advocating  the  abandonment 
antitrust  actions  against  fast-moving  inc 
tries,  but  r-ather  the  confinement  of  gove 
ment  cases  to  price-fixing  agreements, 
traditional  bread  and  butter  of  antitn 
These  agr-eements  can  usually  be  cleariy  ( 
umented.  Mor-e  important,  they  invariably 
anticompetitive  and  har'm  consumers,  whet 
in  computers  or  in  a  slowly  chiuiging  indu.^ 
such  as  combat  boots. 
SWIFT  JUSTICE.  Pr-oducts  and  operating  s 
tems  in  the  computer  industry  continue 
change  r-apidly,  driven  by  fier'ce  competit  «ii 
and  easy  entry  of  new  companies.  Courts 
bur-eaucrats  move  too  slowly  and  lack  the 
to-date  knowledge  r-equired  to  deter-m 
whether  particular  systems  or  standards 
pro-  or  anticompetitive.  Competition  m 
quickly  and  effectively  will  punish  compai 
that  try  to  impose  on  their  customers  co: 
and  inefficient  pi'oducts  or  standards. 

IBM's  experience  with  tie-ins  and  its 
from  the  leading  position  in  computers  il 
trate  the  pitfalls.  In  the  eariy  days  of  thisi 
dustry,  data  wei'e  entered  into  lar-ge  comi 
ers  thi'ough  magnetic  cards,  ibm,  which  h; 
huge  shar-e  of  the  computer  market,  for| 
companies  that  bought  its  computer's  als^ 
buy  its  punch  carxls.  Justice  alleged  that 
tie-in  of  carxls  and  computers  extended  I 
monopoly  power  over  computers  into  the  ci 
petitive  car'd  industry. 

Befor-e  long,  car-ds  were  made  obsol 
thr'ough  the  development  of  electronic  stor 
of  data,  and  ibm's  efforts  to  force  the  p  iROE 
chase  of  its  cards  was  of  no  consequei  5 
This  tie-in  case  was  the  first  in  two  decade; 
government  antitrust  attacks  against  ibm  t 
probably  contributed  to  its  sharp  declint 
importance  as  the  computer  industry  chani 
drastically.  Since  ibm  was  arrogant  and  s 
confident,  antitr'ust  suits  against  Big  B 
wer-e  popular  Bill  Gates  and  Microsoft 
also  said  to  be  arrogant  and  unrepentant, 
personal  attitudes  and  popularity  are  no  b: 
for  public  policy. 

The  reaction  that  began  in  the  Just 
Dept.  in  1980  against  problematic  antitr 
inter-ventions  should  continue.  The  gove 
ment  should  "cease  and  desist"  from  bring 
dubiously  gr-ounded  antitrust  cases  agai 
innovative  competitors,  even  when  they 
imperious  and  unpopular 
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RODUCING  THE  NEW  JEER  GRAND 
:ROKEE  5.9  LIMITED,  THE  WORLD'S 
S.STEST  SPORT  UTILITY  VEHICLE." 

vVhen  you  think  about  four-wheel  drive 
nlity,  speed  isn't  the  first  thing  that  usually  comes 
nd.  Unless,  of  course,  you're  being  chased  across 
erengeti  by  a  herd  of  hostile  wildebeest.  Then 
1  want  the  exceptional  speed  and  capability  of 
lew  1998  Jeep  Grand  Cherokee  5.9  Limited. 
Mever  before  has  a  Jeep  vehicle  offered  so  much 
^r  in  such  an  attractive  package.  Its  massive 
itre  245  horsepower  V8  engine  takes  you 

0  to  60  mph  in  just  7.0  seconds.  Couple  that 
5.9  Limited's  exclusive  Quadra-Trac®  four- 

1  drive  system,  and  you'll  have  the  confidence 


and  ability  to  outrun  the  fastest  beasts,  not  to 
mention  every  other  SUV  in  the  world. 

Perhaps  that's  why  5.9  Limited  was  named 
4x4  of  the  Year  by  Petersen's  4-W/iee/  &'  Off-Road 
magazine — an  honor  Jeep  vehicles  have  earned 
more  times  than  any  other  4x4  vehicle  on  earth. 

For  more  information  about  our  newest  and 
most  powerful  Jeep  vehicle,  call  1-800-925-JEEP  or 
m.ake  a  qviick  visit  to  our  Web  site  at  www.jeep.com 
The  new  Jeep  Grand  Cherokee  5.9  Limited.  It  not 
only  has  the  power  to  get  you  into  extraordinary 
situations,  it  also  has  the  speed  to  get  you  out. 


Jeep 


THERE'S    ONLY  ONE 


on  0  to  60  acceleration.  Always  use  seat  belts.  Remember,  a  backseat  is  the  safest  place  for  children.  Jeep  is  a  registered  trademark  ol  Chrysler  Corporation 


DOCTORS  HAVE  TO  BALANCE 


A  MULTITUDE  OF  VARIABLES 


IN  TREATMENTS.  WE  MAY 
BE  ABLE  TO  BRING  SOME 


CERTITUDE  TO  THE  PROCESS. 


Evcr\'  small  acl\ancc  adds  \xt 
another  tool  to  medicine.  And  vet 
another  factor  the  ph\'sician  has  to 
store  a\\a\'  in  his  brain,  to  weigh 
against  hundreds  ol  others  in  \'irtuall\' 
e\er}'  treatment. 

Now  add  to  that  the  inexorable 
pressure  from  healthcare  providers  to 
contain  costs  and  increase  efticicnc\'. 

This  IS  the  backdrop  lor  a  dramatic 
new  medical  technolog\'  that  ma\'  let 
ph\  sicians  destrov  diseased  or  target 
cells  with  high  selecti\it\,  minimal 
invaM\cness,  and  minimal  cllect  on 
healdn  .ells, 

Phdio'^Vini.  being  developed  by 


Mira\ant,  utilizes  highh'  punfied  s\ti- 
thetic  drugs  which  are  activ  ated  by  a 
special  non-thermal  light.  Applications 
as  diverse  as  cancer  and  e\  e  disease  are 
being  examined,  most  of  them  likeK'  to 
be  handled  on  an  outpatient  basis. 

Certain  ol  these  drugs  appear  to 
naturall)'  collect  in  rapidK  reproduc- 
ing cells,  and  b\'  exposing  them  to  a 
diilerent  wa\elength  ot  light  it  ma\' 
also  be  possible  to  make  the  diseased 
cells  fluoresce,  thus  creating  a  com- 
pleteK  nc\\  diagnostic  tool. 

In  short,  this  ma\'  be  one  ad\  ance 
v\  hich  ultimateh'  simplifies  the  doctor  s 


treatment  selection. 


rcdniif  j/innrijui/n,- 


/n  ifin/cj/  sriii./RS,  t/it  PhoioPinni  Jiui^  is  in/tvicJ  and  ly 
lApoiiJ  III  ii  sptui/ii  U'iucfini;i/i  of  non  ■  ilx'imiil  icj 


sijaiT]  i^iniiiUcj  i/h  /ii^/n,  Linj  jpLLi.i/  Jaices 
ui[/iin  i/h-  hod\'  I'l  on  ib  iuijaci 


Economic  Trends 


BY  GENE  KORETZ 

PATENTS  TELL 
AN  UPBEAT  STORY 

Technology  is  driving  productivity 

Can  the  U.  S.  continue  to  post  faster- 
than-average  economic  gr-owth  and 
healthy  increases  in  business  profits 
without  setting  off  inflation  alamis?  One 
economist  who  thinks  it  can  is  Mauiy 
Harris  of  PaineWebber  Inc.,  who  points 
to  the  continuing  surge  in  U.  S.  patent 
applications  as  evidence  that  the  econo- 
my is  undergoing  a  productivity  trans- 
formation that  promises  to  accommo- 
date both  wage  and  profit  gains  while 
containing  price  pressures. 

Many  economic  observers  have  ai'- 
giied  that  the  widespread  use  of  com- 
puters, along  with  other  technological 
advances,  has  revitalized  the  nation's 
long-depressed  productivity  perfor- 
mance. Yet  the  reported  average  annu- 
al gain  in  productivity  through  most  of 
the  ciuTent  expansion  has  been  a  paltry 


AMERICA'S  PATENT  OFFICE 
IS  BUSIER  THAN  EVER 


1970-79  1980-89  1990-96 

▲  THOUSANDS 

DATA;  U  S  PATENT  4  TRADEMARK  OFFICE 

1%.  It  is  only  in  the  past  year  or  so 
that  the  pace  has  quickened  significant- 
ly, averaging  2.7%  through  the  first 
three  quarters  of  1997. 

This  pickup,  which  is  highly  unusual 
in  the  late  stages  of  an  expansion,  sug- 
gests that  changing  technology  may  fi- 
nally be  starting  to  bolster  the  produc- 
tivity numbers.  Noting  that  economists 
generally  credit  technological  progi'ess 
with  producing  more  than  a  third  of 
productivity  gains  earliei-  in  the  centiuy, 
Harris  argues  that  the  rising  pace  of 
patent  ai)plieations  indicates  that  it  is 
exerting  a  similar  influence  today.  So 
far  in  the  1990s,  he  notes,  patent  appli- 
cations are  running  more  than  50% 
above  their  pace  in  the  1980s  (chart). 

Reinforcing  the  view  that  U.  S.  busi- 
ness is  increasingly  focused  on  reaping 
the  fruits  of  scientific  advancements  are 


a  host  of  related  developments — from 
the  recent  capital-spending  boom  to  the 
strength  of  business  research  and  de- 
velopment outlays — which  are  up 
around  10%  a  year  since  1994 — to  the 
doubling  of  ventui-e-capital  commitment's 
since  1995.  In  addition,  the  ongoing  cut- 
backs in  defense  spending  appear  to  be 
reallocating  scientific  talent  to  commer- 
cial projects. 

If  Harris  is  right  in  his  belief  that 
patent  activity  is  a  leading  indicator  of 
productivity  gains,  than  the  recent  pick- 
up in  productivity  gi'owth  should  last 
for  quite  a  while.  Since  1995,  the  pace  of 
applications  received  by  the  patent  office 
has  zoomed  to  nearly  204,000  a  year. 
That's  up  from  173,000  earlier  in  the 
decade  and  less  than  120,000  a  year  in 
the  1980s. 


DO  IMMIGRANTS 
CHASE  BENEFITS? 

Welfare  isn't  a  factor,  says  a  study 

When  Congi'ess  eliminated  federally 
funded  benefits  for  most  immi- 
grants as  part  of  welfare  reform  last 
year,  the  action  sparked  fears  that  some 
states — those  that  continued  to  offer 
relatively  high  benefits  to  immigi'ants — 
would  become  magnets  for  impoverished 
foreigners  who  might  have  settled  else- 
where. Although  the  law  has  been  mod- 
ified somewhat  since  then  to  soften  the 
impact  on  legal  immigrants  already  re- 
siding in  the  U.  S.,  many  policymakers 
remain  concerned  that  new  arrivals 
from  overseas  will  now  flock  to  those 
states  that  choose  to  provide  relatively 
generous  safety  nets. 

Such  fears  are  exaggerated,  contends 
Madeline  Zavodny  of  the  Federal  Re- 
serve Bank  of  Atlanta.  In  an  economet- 
ric study  of  immigi'ation  patterns  re- 
cently published  in  the  Fedei'al  Resei^ve 
Bank  of  Dallas'  Economic  Review,  the 
former  Dallas  Fed  economist  looked  at 
the  destinations  of  people  fi'om  18  coun- 
tries, who  accounted  for  two-thirds  of  all 
immigi'ants  entering  the  U.  S.  in  1982 
and  1992.  She  found  little  evidence  that 
new  immigrants  choose  locations  based 
on  welfare  benefits.  Neither  changes  in 
benefits  within  a  state  over  time  nor 
interstate  welfare  differentials  appear 
to  influence  immigration  patterns. 

Rather,  reports  Zavodny,  new  immi- 
gi'ants  overwhelmingly  choose  to  settle 
in  areas  with  large  immigrant  popula- 
tions. These  include  states  with  rela- 
tively high  welfare  benefits,  such  as 
New  York,  New  Jersey,  California,  and 


IlHnois,  and  states  with  lower-than 
erage  aid,  such  as  Florida  and  Tex; 

In  short,  the  advantage  of  living  c 
to  people  who  share  theh'  own  langi 
and  culture  seems  more  importan 
those  emigi'ating  to  the  U.  S.  than 
availabihty  of  generous  governn 
support. 


GRINCHES  AT 
THE  COUNTERS 

Retailers  play  it  close  to  the  ves 


In  recent  years,  many  consumers  I 
played  a  high-stakes  poker  game  \ 
retailers  around  Christmas — defen 
purchases  until  worried  retail  out 
began  slashing  prices  as  the  holiday 
proached  and  waiting  for  post-Chi 
mas  fii-e  sales.  In  the  past,  it  was 
ally  the  consumers  who  won  and 
retailers  who  wound  up  taking  a  b 
But  this  year,  it's  the  shoppers  who 
most  likely  to  be  disappointed,  obser 
Citicorp  economist  Peter  D'Antonio 
Rather  than  projecting  relati\ 
buoyant  demand  and  risking  the  nee( 
disgorge  merchandise  at  rock-bot 
prices  in  January  if  they're  wrong, 
tailers  are  betting  Christmas  sales 
be  on  the  soft  side  and  keeping  in\ 
tories  lean,"  says  D'Antonio.  He  po 
out  that  in  August,  the  nonauto  r 
inventory-to-sales  ratio  was  only  1.41 
lowest  reading  since  1983.  And  it 
still  only  1.42  in  September.  A  num 
of  the  bank's  retail  customers,  he  s 
indicate  that  they  have  decided  to  j 
tect  pi'ofit  margins  by  keeping  a  tigl 
rein  on  stock  levels  than  in  previ 
Chi'istmas  seasons. 

The  upshot:  "Retailers  are  less  lit 
to  discount  heavily  this  year,  either 
fore  Christmas  or  afterward,"  s 


in 

HPI 


BUY  NOW?  Tlione  expecting  holidai 
fire  sales  )>iaij  be  disappoivied 


D'Antonio.  And  many  consumers  v 
play  a  waiting  game  may  wind  up  f( 
ing  they  would  have  been  better 
simply  doing  their  Christmas  shopp 
the  old-fashioned  way. 


i«rsn 
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siness  Outlook 


lES  C.  COOPER  &  KATHLEEN  MADIGAN 


MAND  TAKES  THE  BACKSEAT 
UT  NOT  FOR  LONG 

lucers  pick  up  the  pace  to  prepare  for  stronger  sales  ahead 


8.  ECONOMY 


lUSTRY  ENJOYS 
iER  POWER  SURGE 


IDUSTRIAL  OUTPUT 


|"|"""|"|"||||"||" 

OCT.  '97 

il  CHANGE  FROM  A  YEAR  AGO 
)ERAL  RESERVE.  BUSINESS  WEEK 


In  the  pas  de  deaix  of  supply 
and  demand,  it  is  usually  con- 
;  who  dance  the  primary  role.  But  this  quarter, 
ers  may  get  more  of  the  spotlight.  Output  start- 
quarter  by  growing  far  faster  than  domestic  de- 
and  chances  are  that  the  quailer  will  end  up  the 
^ay. 

nally,  this  far  into  a  business  cycle,  the  prospect 
fut  mnning  ahead  of  demand  would  be  alarming 
e  the  imbalance  typically  results  in  an  exces- 
lildup  of  in\  entones.  That  overhang  can  lead  to 
tion  cuts,  fewer  work  hours,  and  even  layoffs. 

This  time,  however,  inven- 
tories ended  the  third  quar- 
ter at  extremely  lean  levels 
compared  with  the  pace  of 
sales.  In  fact,  inventory  accu- 
mulation slowed  so  much  over 
the  summer  that  it  subtracted 
nearly  VA  percentage  points 
from  the  growth  rate  of  third- 
quarter  real  gross  domestic 
product.  That  drag  is  likely  to 
reverse  itself  this  quarter  as 
ers  ramp  up  output.  The  pickup  ensures  that  eco- 
grovidh  remains  in  the  neighborhood  of  3%. 
:'s  not  to  say  that  demand  is  weak  this  quarter, 
u'ing  this  entire  expansion,  consumer  spending 
oved  in  fits  and  starts.  After  its  third-quarter 
demand  is  rising  at  a  cooler  pace  this  period.  But 
ode  is  temporally:  Fundamentals,  including  jobs, 
:s,  and  finances,  remain  healthy.  And  a  new  wave 
tgage  refinancings  means  that  some  households 
id  1997  in  even  better  financial  condition. 

ACCELERATION  in  goods  production  was  evi- 
i'om  the  October  reading  of  industrial  output, 
production  rose  0.5%  last  month,  with  manufac- 
alone  up  0.6%.  Makers  of  both  business  equip- 
md  consumer  goods  posted  healthy  advances, 
r  the  past  12  months,  industrial  output  has 
I  by  5.6% — the  biggest  yearly  gain  since  eai'ly 
i^hen  industry  was  coming  off  its  last  miniboom 
I.  The  increase  in  output  has  pushed  up  capacity 
ion  as  well.  The  average  operating  rate  for  all  in- 
edged  up  from  a  revised  84.2%  in  September  to 
in  October,  the  highest  in  2Vi  years.  The  factory 
3se  from  83.1%  to  83.3%. 


INVENTORIES  REMAIN 
IN  GOOD  SHAPE 


RATIO  OF  BUSINESS 
INVENTORIES  TO  SALES 
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Most  of  the  goods  are  being  snapped  up  by  cus- 
tomers, both  at  home  and  abroad.  But  businesses  are 
also  trying  to  keep  theii*  wai-ehouses  full  in  anticipation 
of  even  stronger  demand  later  on.  Many  companies 
may  be  losing  the  battle  to  stock  up,  however.  While 
inventories  held  by  manufacturers,  wholesalers,  and  re- 
tailers rose  a  strong  0.7%  in  September,  sales  in- 
creased by  an  even  more  robust  1.3%. 

As  a  result,  the  ratio  of  in- 
ventories to  sales  shpped  to  a 
near  record  low  of  1.36  at  the 
end  of  last  quarter  (chart). 
Manufactui-ers  lead  the  drive 
to  keep  inventories  lean.  But 
neither  wholesalers  nor  retail- 
ers show  any  excessive 
buildup  in  their  stock  levels. 

Homebuilders  also  face  an 
inventory  cnmch.  At  the  cur- 
rent sales  rate,  the  supply  of 
new  homes  would  last  less  than  AVz  months.  That's  the 
lowest  in  26  years.  In  response,  builders  are  moving 
quickly  on  construction  projects.  Housing  starts  unex- 
pectedly increased  1.3%  in  October,  to  an  annual  rate  of 
1.53  million,  on  top  of  an  8%  jimip  in  September.  Starts 
are  running  well  above  their  third-quarter  average 
(chart,  page  30).  And  housing  activity  in  1997  is  on 
track  to  post  its  best  year  since  1988. 

Builders  reported  a  slight  slowing  in  housing  activi- 
ty for  November,  says  the  National  Association  of 
Home  Builders.  But  since  sales  are  expected  to  re- 
main good,  new  constmction  will  have  to  pick  up  to 
meet  demand,  given  that  there  are  so  few  homes  on  the 
market.  Ti-ue,  weather  is  always  a  big  factor  in  con- 
struction trends  in  the  winter.  Nevertheless,  housing  de- 
mand should  stay  solid  as  long  as  consumers  remain  so 
confident  about  the  economy's  future  that  they  are 
willing  to  commit  to  the  long-term  investment  of  home- 
ov^rnership. 

THAT  OPTIMISM  is  not  just  pie  in  the  sky.  Consumer 
fundamentals  look  very  firm  amid  hardy  job  growth,  ris- 
ing real  wages,  and  this  year's  gains  in  stock  and  bond 
prices.  Even  the  Octobei*  market  turns  failed  to  quash 
optimism  in  early  November,  according  to  the  Univer- 
sity of  Michigan's  consumer-sentiment  index.  In  addi- 
tion, today's  lower  bond  yields  will  help  consumer 
spending  later  on.  Not  only  will  cheaper  rates  buoy  de- 
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mand  for-  housing  and  related  goods,  but  a  new  fluny  of 
mortgage  refinancings  will  give  some  households  the 
discretion  to  spend  more. 

Thanks  to  the  one-percentage-point  drop  in  mort- 
gage rates  since  April,  refinancing  applications  have 
skyrocketed  since  September  (page  36).  The  level  is 
now  back  to  heights  not  seen  since  the  last  refi  boom  of 
early  1996.  Since  these  applications  won't  be  approved 
for  a  few  months,  the  cuirent  sui'ge  means  many  home- 
owners will  see  their  monthly  house  payments  drop  just 
in  time  for  last-minute  Christmas  shopping  oi"  to  deal 
with  theii'  January  credit-card  bills. 

In  fact,  despite  the  recent  weakness  in  retail  sales, 
there  is  little  evidence  to  argue  that  consumers  are 
gi'ov/ing  weaiy  of  shopping.  Retail  sales  slipped  0.1%  in 
September  and  another  0.2%  in  October.  But  the  drag 
came  from  vehicle  buying.  Excluding  cars,  retail  sales 
rose  solidly  in  both  months. 

THE  EXPECTED  BOUNCEBACK  in  demand,  however, 
will  not  translate  to  any  near-term  inflation  problem. 
Consumer  prices  rose  just  0.2%  in  October  from  the 
previous  month.  The  gain  was  the  same  when  the 
volatile  food  and  energy  sectors  were  excluded.  Total 
consumer  prices  are  up  2.1%^  from  a  year  ago,  down 
from  a  3%  increase  in  October,  1996.  Core  prices,  which 
exclude  food  and  fuel,  have  increased  only  2.3%,  down 
from  2.5%. 


HOMEBUiLDrNG 
BARRELS  ALONG 


1.2 


HOUSING  STARTS 


The  dropoff  in  the  inflation  rate  has  come  mosi 
from  goods.  Core  prices  of  consumer  goods  were 
0.5%>  in  the  year  ended  in  October,  one  of  the  low( 
rates  on  record.  And  producer  prices  of  core  finish 
goods  have  edged  up  just  0.4% 

The  chief  reason:  FalUng  im- 
port piices  are  helping  to  off- 
set cost  pressures  building  do- 
mestically. Prices  of  nonoil 
imported  goods  fell  0.3%  in 
October,  the  fourth  drop  in  a 
row.  Such  prices  are  down 
2.3%  from  a  year  ago.  With 
Asian  currencies  plunging,  in- 
cluding the  recent  drop  in  the 
South  Korean  won,  the  re- 
gion's exports  to  the  U.  S.  will 
become  drastically  cheaper  in  coming  months.  The 
suit  will  be  downward  pressure  on  goods  prices  her 

Those  bargains  probably  won't  show  up  at  retaiL 
until  after  the  Christmas  r-ush.  However,  consum 
are  basking  in  the  best  economic  climate  in  a  gener 
tion,  so  they  may  be  less  inclined  to  bar-gain-hunt  til 
hohday  season.  Moreover,  solid  demand  plus  lean  i|- 
ventories  mean  that  producers  are  also  enjoying  | 
vorable  economic  conditions.  And  that  combination 
solid  demand  and  robust  output  will  keep  the  econo 
dancing  to  a  very  lively  beat  into  1998. 


Cl 
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SWITZERLAND 

AT  LAST,  AN  UPSWING.  BUT  WILL  IT  SURVIVE  THE  EURO? 


The  Swiss  economy  is  finally 
coming  in  out  of  the  cold. 
Switzerland  has  had  the  weakest 
economy  in  Europe  throughout 
most  of  the  decade:  Its  real  gross 
domestic  product  fell  by  an  aver- 
age of  about  half  a 
percentage  point  in 
every  year  from  1990 
to  1996.  But  after  an- 
other dr-op  in  the  fir-st 
quarter-,  things  finally 
turned  up  in  the  sec- 
ond, when  the  Swiss 
economy  grew  by  0.2% 
ft'om  the  year  befoi-e, 
and  Union  Bank  of 
Switzer-land  estimates 
that  gr'ovvth  hit  a  solid  0.8%  in 
the  third  quarter.  UBS  also  figures 
GDP  will  rib  '  0.5%'  for  all  of  1997, 
and  by  1.8%  \i\  1998. 

Growth,  though,  is  concentrated 
in  exports,  which  jumped  8.2%  in 


FOREIGN  DEMAND 
IS  DRIVING  GROWTH 

SWISS  EXPORTS  OF  GOODS 
 AND  SERVICES  
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the  second  quar-ter  (chart).  For*- 
eigii  sales  have  been  helped  by 
the  weaker  Swiss  franc,  which  has 
fallen  12%  since  the  end  of  1995 
on  a  tr-ade-weighted  basis,  and  by 
the  economic  recovery  in  the  r-est 
of  Europe,  where  ex- 
porter-s  send  62%  of 
their-  pr*oduct.  So  far, 
Switzerland  has  large- 
ly escaped  the  fallout 
fr-om  the  cr-isis  in 
Asia,  which  accounts 
for  13%  of  its  expor-ts. 

The  big  problem  r-e- 
mains  feeble  domestic 
demand.  Expor-ters, 
such  as  chemicals, 
pharmaceuticals,  and  watchmak- 
ing, are  perfor-ming  well.  And  ex- 
pansion by  those  industries  should 
boost  business'  investment  in  new 
equipment  this  year  by  about  2%. 
But  the  constr-uction  and  real  es- 


tate industries  are  still  weak  after 
severe  over-expansion  in  the  late 
1980s.  And  ther-e  ar-e  scant  signs 
that  consumers  vdll  start  buying 
anytime  soon.  Consumer  confi- 
dence, as  measured  by  a  quarterly 
gover-nment  survey,  has  improved 
but  was  still  only  -13  in  October. 

For  the  future,  the  biggest  wor 
ry  is  Switzerland's  prospects  as 
an  outsider  when  Eur-ope  moves 
to  monetary  union  next  year.  The 
Swiss  fr-anc  has  already  strength- 
ened slightly  in  the  last  three 
months,  especially  against  the 
German  mark.  If  last-minute 
glitches  occur  in  the  move  toward 
a  single  cm-rency,  a  panic  flight 
into  the  Swiss  currency  could 
dr-ive  the  franc  higher.  And  that 
rise  could  be  enough  to  tilt  the 
nation's  warming  economy  back 
into  the  cold  again. 

By  Thane  Peterson  in  Frankfun 
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BEFQIfE  YOU  LET  A 
COMPANY 


BUSINESS 
TO  THE  INTERNET, 

ASK  YOURSELF, 
"WHO  CONNECTS 
THEM  TO  THE 
INTERNET?" 


If  the  answer  is  Cisco,  you 
know  your  network  service 
provider  is  supported  by  the 
products  and  technology 
that  brought  the  Internet  to 
business.  In  fact,  the  Internet  as 
we  know  it  today  is  built  on 
Cisco  equipment. 

Cisco  Powered  Network' 
service  providers  are  equipped 
to  make  your  network  work 
for  you.  Whether  it's  Internet 
access,  ATM,  frame  relay  or 
other  data  services,  you  will 
know  your  business  is  getting 


the  quality  it  can  depend  on. 

Look  for  the  Cisco 
Powered  Network  mark  or  visit 
our  Web  site  at  www.cisco.com 
to  find  out  more  about  the 
participating  network  service 
providers.  Either  way,  you 
will  know  your  provider  is 
committed  to  giving  your 
business  the  most  in  reliable, 
secure  and  innovative  service. 
And  you  will  know  it's  powered 
by  Cisco  -  the  company  that 
makes  the  world's  networks 
work  for  business. 


Cisco  Systems 


® 


The  Network  Works. 
No  Excuses."' 
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LABOR: 


The  Carey  scanda 
could  stop  the  S| 
union  comeback  g 
in  its  tracks      1  % 

John  J.  Sweeney  must  feel  a  bit  1  i(f;?rol) 
a  character  in  a  Greek  tragedy.  eHoit 
August,  his  protege,  Teamsti  sufi"'* 
Pi-esident  Ron  Carey,  led  his  un  ^ttlaira 
to  labor's  biggest  bargaining  victory  6jii.iii' 
years  against  Uriited  Parcel  Serv  sicrCan 
Inc. — proof  that  the  labor  movement  \  sntnta 
indeed  staging  the  comeback  that  t  shof' 
AFL-cio  president  had  so  carefully  pi  IjveRe] 
ted.  Sweeney's  joy  was  short-lived:  Dj  ; )!  bulH 
later,  a  couit-appointed  overseer  thr^  ;  MXt  y 
out  Cai'ey's  1996  election  because  of  i]  ml  nos 
gal  fimd-raising.  s  defe: 

That  was  only  the  opening  act.  (  fc' after 
Nov.  10,  after  a  two-year  push  to  i  r  iecis 
store  labor's  political  clout,  Sweeney  sifrfiame 
ceeded  in  getting  enough  pro-union  volt  Ma 
in  Congi-ess  to  stop  President  Clinto|  mk 
bid  for  so-called  fast-track  trade  auth*  iinioK 
ity,  which  labor  had  argued  would  c(t  aiiwui 
American  jobs.  With 
that  victory  in  hand, 
Sweeney  and  other 
union  leaders  were 
prepared  to  push  a 
broad  labor  agenda  in 
Congi-ess  ne.xt  year. 

But  within  a  week, 
Sweeney's  hopes  for  a 
full-fledged  union  re- 
vival were  dealt  a  stun- 
ning blow.  On  Nov.  17, 
Kenneth  Conboy,  a  for- 
mer federal  judge  who  helps  oversee  tijim  on  tt 
Teamsters  under-  a  1989  consent  decr|  iienj 
with  the  Justice  Dept.,  banned  Cari-  i,  pj; 
from  paiticipating  in  the  new  Teamstett-f  lejisl; 
election  and  issued  a  72-page  report  sajti  u  ^ 
ing  Carey  had  known  of  a  plot  by  hfrJatioK, 
lieutenants  to  illegally  fimnel  nearly  IjlllOHLa 
million  in  imion  funds  to  the  Cai*ey  carh-ontii 
paign  in  1996.  IkMi 

These  developments  mai-  the  clean  ill  to 
age  of  labor  that  Sweeney  has  worki  ^ 
to  create  and  could  imdemiine  his  car|)- 
paign  to  rebuild  labor's  role  in  the  U, 
economy.  "Anytime  you  have  negati^ 
publicity  like  that,  it  hiuls  the  entii'e  lab 
movement,"  says  Douglas  Fraser,  retin 
president  of  the  United  Auto  Worker 
"It  makes  you  sad  because  things  are  g 

  ing  so  well." 

Sweeney  coul 
have  a  hard  tiKreiitig 
containing  the  dan 
age  from  the  sprea<fc 


SWEENEY:  Can 

the  AFL-CIO 
chief  control 
the  damage? 


fanitiii 


32  BUSINESS  WEEK  /  DECEMBER  1,  1997 


ia\.  In  addition  to  his  findings 
irey,  Conboy  also  says  a  core  of 
!y  Sweeney  supporters  made 
ible  Teamsters  contributions,  in- 
AFL-cio  Secretary-Ti-easurer 
L.  Trumka,  Service  Employees 
t  Andrew  L.  Stem,  and  Ger-ald 
itee,  head  of  the  American  Fed- 
)f  State,  County,  &  Municipal 
es  (afscme). 

's  problems  could  even  reach  to 
e  House.  Prosecutors  ai-e  inves- 
,he  role  of  Terence  A.  McAuliffe, 
chairman  of  the  Clinton-Gore 
n,  in  trying  to  find  campaign 
)r  Carey  in  exchange  for  Team- 
itributions  to  Democrats, 
if  no  one  goes  to  jail,  the  debacle 
'e  Republicans  a  field  day.  In- 
building  on  its  fast-track  tri- 
ext  year, 
11  now  be 
defense, 
after  the 
decision, 
itative  Pe- 
kstra  (R- 
ho  has  at- 
anions  as 
announced 


►97  In  its 

e  victory 
jmsters  end 
^Ikout  at 
el  Service 
act  that 
ulk  of  the 
ands.  Carey 
tory  as  unions 
t  public  sup- 
des. 


erature  on  'the  Carey  situation,"  he  says. 
The  Teamsters  morass  "wiU  take  some  of 
the  wind  out  of  labor's  sails,"  says  Dan 
Daimer,  head  of  government  relations  at 
the  National  Federation  of  Independent 
Business. 

Business  gi'oups,  too,  will  pile  on.  The 
Business  Roundtable,  whose  members 
include  top  CEOs,  recently  tripled  its  bud- 
get for  1998,  to  $30  milhon,  partly  to 
counter  labor's  new  political  clout.  La- 
bor also  faces  a  business-backed  ballot 
initiative  in  CalifoiTiia  that  would  requii'e 
unions  to  seek  wiitten  pennission  annu- 
ally from  members  to  use  their  dues  in 
political  elections.  The  proposal  is  a 
stealth  move  by  House  Speaker  Newt 
Gingi-ich  (R-Ga.),  who  couldn't  push  a 
similar  bill  through  Congi'ess  and  is  look- 
ing to  states  to  take  up  the  cause. 

Sweeney  insists  that  labor's  political 
clout  has  not  suffered  yet.  But  the  way 
he  won  the  fast-track  battle — by  mobi- 
lizing thousands  of  rank-and-file  mem- 
bers to  lobby  Congress — won't  work  if 
labor  continues  its  public-relations  slide. 
The  critical  challenge  for  Sweeney  is  to 
convince  millions  of  workers  that  the 
Teamsters  trouble  is  only  a  sideshow 
and  they  should  keep  working  with  the 


thorizing  a  $1.50,000  contribution  to  a  lib- 
eral gi-oup.  The  Teamsters  then  donated 
that  amount  to  the  afl-cio,  and  Cai'ey's 
campaign  received  some  money  back  fi-om 
the  group.  Tiiunka's  lawyer  denies  he  did 
anything  wi'ong.  But  for  weeks,  afl-cio 
officials  have  quietly  debated  whether  to 
pressiu'e  him  to  resign  if  he's  indicted. 
VACUUM?  Union  leaders  also  fear  that 
Sweeney  could  be  sucked  in.  Most  think 
that  Ti-umka  couldn't  have  authorized 
the  payment  alone.  "Stern,  McEntee, 
Ttannka,  these  are  all  Sweeney's  people, 
so  it's  hai'd  to  see  how  he  can  stay  out  of 
tliis,"  says  a  union  official.  An  afl-cio  of- 
ficial says  Sweeney  doesn't  sign  off  on  all 
spending  and  didn't  know  of  the  $150,000 
donation. 

For  the  moment,  the  real  crisis  is 
confined  to  the  Teamsters — who  are  in 
disarray  just  as  critical  contract  talks 
with  trucking  companies  begin.  After 
UPS,  they  had  been 
confident  of  scoring 
gains  on  part-timers 
and  other  issues.  Now, 
"our  bargainers  may 
not  be  taken  seriously 
until  this  is  over,"  says 
one  union  official. 


AUG.  21, 
1997  Court- 
appointed  monitor  throws 
out  results  of  Teamsters' 
election,  citing  irregulari- 
ties in  fund-raising  tac- 
tics by  Carey  supporters. 
Three  Carey  aides  plead 
guilty  to  fraud  and  con- 
spiracy for  diverting  union 
funds  to  Carey  campaign. 


NOV.  10,  1997  Flexing 
its  new  political  muscle, 
labor  organizes  key 
Democrats  to  help  block 
President  Clinton's  bid  for 
fast-track  negotiating 
authority.  Sweeney  out- 
lines plans  for  further 
political  activ- 
ity in  1998 
elections. 


on  the  new  charges.  Come  Jan- 
ler  GOP  legislators  can  be  count- 
)  push  antilabor  measures,  in- 
egislation  to  limit  the  ability  of 
0  use  dues  money  for  political 
tions. 

N.  Labor  may  even  have  trouble 
on  to  its  allies.  "This  is  a  black 
makes  it  more  difficult  for  Dem- 
rally  ai"ound  labor,"  says  Nelson 
jtein,  a  University  of  Virginia 
(rofessor.  Sweeney  says  the  scan- 
ainly  distracts  from  the  momen- 
got  from  the  fast-track  victory. 
;  want  this  prolonged  any  longer 
las  to  be." 

lack  eye  could  hurt  in  bai"gaining 
■uiting,  too.  Bob  C.  Kutchko,  a 
Express  CoiiJ.  cornier  who  has 
^ng  to  get  co-workers  to  join 
nsters,  met  with  other  Chicago- 
anizers  on  Nov.  16  to  brainstonn 
m  to  counter  management's  lit- 


afl-cio  on  issues  such  as  health 
care  and  pensions.  "We  can  keep 
the  enthusiasm  going,"  he  says. 

Perhaps.  As  former  UAW  chief 
Fi-aser  points  out,  Cai'ey's  problems 
are  not  on  a  par  with  the  rampant 
corruption  that  once  made  the 
Teamsters  notorious.  "It's  a  differ- 
ent kind  of  behavior  than  shaking 
down  employers  or  selling  out 
workers,"  he  says.  "But  [Carey]  is 
wrong,  and  as  far  as  I'm  concerned,  he's 
got  to  pay  the  penalty." 

That  cUstinction  could  also  be  lost  on 
the  public  as  other  labor  leaders  are 
dragged  into  the  Teamsters  case.  McEn- 
tee, president  of  the  pubHc  employees 
union  and  a  big  Sweeney  supporter,  is 
cooperating  with  prosecutors.  His  indict- 
ment would  be  a  big  setback  for  Sweeney. 
Worse  yet  would  be  an  indictment  of 
TtTjmka,  Sweeney's  No.  2.  Conboy  said 
Tinmka  may  have  helped  Carey  by  au- 


NOV.  17, 
1997  Carey 
disqualified 
from  run- 
ning in  new  Teamsters 
election.  The  next  day,  a 
federal  Teamsters  monitor 
asks  for  a  delay  in  the 
election  to  investi- 
gate rival  James  P. 
Hoffa. 


AFL-CIO  RALLY 


The  Teamsters  could 
face  an  outright  leadei"ship 
vacuum.  Although  Carey 
talks  about  an  appeal  of 
^  1  Conboy's  decision,  insiders 

*  1  believe  he  may  resign 
■*  shortly.  Cai'ey  also  may  be 

indicted  by  federal  prose- 
cutors in  New  York,  say 
sources  involved  in  the 
case.  At  the  same  time,  his  would-be  rival, 
James  P.  Hoffa,  could  be  sidehned.  On 
Nov.  18,  the  Teamstei-s  election  monitor 
asked  to  delay  the  new  vote  so  she  could 
look  into  possible  campaign  violations  by 
Hoffa's  team  in  1996. 

All  in  all,  the  stuff  of  Greek  trage- 
dy— in  which  the  higher  a  protago- 
nist rises,  the  steeper  the  risk  of  an 
eventual  fall. 

By  Aaron  Bernstein  mid  Amy  Bornis 
in  Washingto7i,  with  Nicole  Hams  in 
Atlanta  atid  Bill  Vlasic  in  Detroit 
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TWO  WAYS  TO  READ 
THE  NUMBERS 


Wliat's  in  a  number?  If  it's  the  latest  statistic  on  aiioi'i 


ductivity,  plenty.  As  the  U.  S.  economic  expans 
progresses  through  its  seventh  year — with  scarce 
sign  of  inflation — a  gi'owing  chorus  of  economists 
business  leaders,  including  Federal  Reserve  Chain 
Alan  Greenspan,  have  concluded  that  the  key  to 


COMMENTARY 


By  James  C.  Cooper 

THE  PRODUCTIVITY  GAINS  WON'T  LAST 


Let's  hope  productivity  optimists 
are  right  and  that  corporate  ef- 
ficiency is  in  a  lasting  upswing 
as  a  result  of  huge  technology-based 
investments.  A  bright  outlook  for 
1998  depends  on  it.  Their  argument: 
If  productivity  growth  in  the  1990s 
is  faster  than  in  the  1980s,  then  the 
economy  can  continue  to  enjoy 
1997's  ideal  combination  of  strong 
economic  growth,  tame  inflation,  no 
tightening  by  the  Federal  Reserve, 
good  profit  growth,  and  a  healthy 
stock  market.  The  latest  signs  offer 
hope. 

But  are  the  recent  gains  lasting? 
A  strong  case  can  be  made  that  the 
2.5%  growth  in  nonfarm  output  per 
hour  during  the  past  year — more 
than  double  the  1.1%  trend  since 
1980 — is  only  cyclical  and  not  a  rev- 
olution. Productivity  rates  have  fluc- 
tuated with  the  economy  in  the  past 
and  will  continue  to  do  so. 
DOUBLEHEADER.  This  6 /--year  expan- 
sion has  behaved  more  like  two  sep- 
arate business  cycles  than  one  long 
one.  The  first  growth  spurt  peaked 
in  1994,  as  the  Fed  jacked  up  inter- 
est rates  by  3  percentage  points, 
slowing  the  economy  sharply  in 
1995.  The  second  upswing  is  now  in 
progi'ess,  fueled  by  strong  job  mar- 
kets and  very  stimulative  financial 
conditions. 

With  the  economy  having  grown 
4%  this  past  year,  the  recent  jump 
in  productivity  is  not  at  all  stunning 
by  historical  standards  (chart).  That 
2.5%  pace  was  achieved  three  other 
times  since  1980,  only  to  fall  off,  and 
that  same  waning  now  appears  set 
to  unfold.  That's  because  highly 
cyclical  sectors — business  equipment 
ot'iier  than  high-tech,  consumer 
gOL'ls  excluding  computers  and 
noncHscretionary  items,  plus  housing 
and  inventories— have  accounted  for 
nearly  40%  of  this  year's  growth. 


For  1998,  it's  a  simple  case  of 
"what  goes  up  must  come  down." 
The  economy's  labor  markets  are 
stretched  thin  and  a  Nov.  12  inter- 
est-rate hike  by  the  Fed  was  avert- 
ed only  because  of  global  market 
turmoil  and  fears  the  Asian  upheaval 
might  slam  U.  S.  gi'owth.  But  one 

THE  UPS  AND  DOWNS  OF 
PRODUCTIVITY  GROWTH 
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A  PERCENT  CHANGE  FROM  A  YEAR  AGO 

DATA.  LABOR  DEPT 


way  or  another,  the  economy  is  go- 
ing to  slow — and  so  will  productivity 

The  casualty  may  be  profits.  Al 
ready,  productivity's  lift  to  earnings 
is  fading.  The  economy's  yearly 
growth  is  4%,  with  earnings  per 
share  for  the  Standard  &  Poor's  50C 
companies  up  10%.  But  in  1994,  a 
strong  economy  yielded  a  40%  profit 
gain  with  zero  productivity  growth. 

Why  is  it  harder  to  make  a  buck 
amid  such  supposedly  strong  pro- 
ductivity? For  one  thing,  earher  ro- 
bust earnings  had  more  to  do  with 
massive  layoffs  than  productivity 
gains.  Now,  wages  are  accelerating, 
especially  in  services,  which  are  less 
affected  by  global  competition.  Ser 
vice  pay  is  growing  at  the  fastest 
pace  since  1989.  If  productivity  does 
not  offset  that  speedup,  then  either 
prices  will  rise,  profits  will  fall — or, 
more  likely,  a  little  of  both. 

Without  substantial  productivity 
growth,  unit  labor  costs  will  speed 
up  and  companies  will  feel  pressure 
to  lift  prices  to  maintain  profit  mar- 
gins. Also,  the  Fed  will  be  more 
likely  to  lift  interest  rates  to  keep 
inflation  in  check.  This  double 
whammy  of  higher  rates  and  weaker 
profits  would  roil  an  already-skittish 
stock  market,  especially  since  stock 
and  bond  prices  reflect  a  behef  in 
the  high-productivity  scenario. 

The  bottom  line:  Productivity 
growth  this  decade  is  still  1.1%  per 
year  for  nonfarm  industry,  the  same 
as  in  the  '80s.  For  the  nonfinancial 
corporate  sector,  the  rate  is  1.8%  for 
both  decades.  At  this  point,  the  op- 
timists can  say  only  the  data  are 
wrong  or  anecdotes  tell  the  true 
story  or  this  year's  falling  inflation 
proves  that  productivity  is  surg- 
ing— while  ignoring  other  reasons, 
primarily  a  stronger  dollar.  But  if 
they  are  wrong,  the  economy  could 
face  tough  sledding  next  year.  □ 
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io  is  increased  productivity.  Published  produc- 
numbers  have  not  supported  the  case  for  the 
economy — in  which  heavy  investments  in  tech- 
and  other  factors  yield  strong  growth,  low  un- 
^ment,  and  scant  inflation, 
the  latest  numbers  indicate  a  jump  in  productivity 


gains — to  a  2.5%  annual  rate.  Do  they  confinn  the  New 
Economy?  Or  are  they,  like  past  productivity  gains, 
simply  by-products  of  the  business  cycle  that  will  dis- 
appear when  gi'owth  slows?  Here,  James  C.  Cooper, 
Senior  Economist/Business  Outlook  Editor,  and  Michael 
J.  Mandel,  Economics  Editoi;  offer  theii-  intei"pretations. 


COMMENTARY 


By  Michael  J.  Mandel  • 

YES.  THEY  WILL-AND  HERE'S  WHY 


le  unemployment  rate  is  falling. 
Consumer  inflation  is  running  at 
i  meager  2.1%.  Profits  and  real 
3S  are  rising.  To  top  it  off,  the 
;t  numbers  show  that  productivi- 
)se  by  2.5%  over  the  last  year. 
Jt  skeptics  still  refuse  to  accept 
3  is  truly  a  New  Economy  that 
pable  of  sustaining  this  strong 
3rmance.  Their  main  evidence: 
)ite  the  recent  surge,  productivi- 
as  risen  at  only  a  1.1%  rate  in 
1990s,  no  faster  than  the  1980s, 
nee  productivity  is  defined  as 
ut  per  hour,  the  weakness  in 
uetivity  growth  mirrors  an  iner- 
1  output  growth.  Outside  of  gov- 
lent  and  housing,  the  rest  of  the 
omy  has  grown  at  only  a  2.9% 

in  this  decade,  the  same  as  the 
ious  one  (table). 
-BALLING.  Nevertheless,  the 

news  on  inflation,  profits,  and 
3s  suggests  that  productivity 
growth,  correctly  measured, 
'  really  accelerated.  In  part,  the 
ished  figures  are  understated 
use  the  government  can't  keep 
/ith  the  fast-growing  high-tech 
)r.  Most  software  spending  by 
Danies,  for  example,  is  still  not 
ted  as  part  of  economic  output, 
igh  tech  is  not  the  only  issue: 
neasurement  in  two  critical  in- 
ries — medical  care  and  bank- 
-also  causes  growth  to  be  under- 
nated.  These  industries, 
Drising  20%  of  private  nonhous- 
)utput,  have  been  undergoing 
iching  resti-ucturings  that  seri- 
i  distort  the  statistics.  Exclud- 
uedical  care  and  banking,  the 
of  the  economy  is  gi-owing  at  a 
'  annual  rate  in  the  1990s,  com- 
d  with  2.8%  in  the  1980s— sug- 
ing  that  productivity  gi'owth  has 
ct  risen. 

Tiy  should  growth  in  these  in- 
ries  be  understated?  Consider 


banking.  Accurdinj^  lo  iln-  i^ovci'ii- 
ment,  consumer  banking  services  are 
rising  at  only  a  0.2%  pace  in  the 
1990s,  compared  with  the  3.3% 
gi'owth  of  the  1980s.  The  problem, 
however,  is  that  the  Bureau  of  Eco- 
nomic Analysis  measures  banking 
output  mainly  by  the  number  of 

HOW  THE  1990s  ARE  DIFFERENT 

Outside  of  a  few  industries, 
growtfi  is  stronger 

1980s  1990$ 

AVERAGE  ANNUAL  GROWTH 


PRIVATE  NONHOUSING  OUTPUT 

2.9 

2.9 

►  Excluding  medical 

2.8 

3.2 

and  banking  services 

►  Excluding  medical  and 

3.1 

3.8 

banking  services  and  food 
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hours  worked  by  bank  employees. 
When  banks  add  workers,  as  in  the 
1980s,  bank  output  rises,  according 
to  the  BEA.  But  cuts  in  bank  staffs 
in  the  1990s  mean  a  fall  in  measured 
bank  output. 

The  result  is  that  bank  layoffs  and 
mergers,  done  for  efficiency  reasons, 
have  the  perverse  effect  of  depress- 
ing measured  economic  gi'owth — 
even  though  the  number  of  checking 
and  credit-card  transactions  flowing 
through  the  banking  system  explod- 
ed in  the  1990s,  even  as  banking 
profits  soared. 

In  health  care,  there  are  similar 
statistical  problems.  According  to 
the  government,  health-care  output 
has  gi-own  at  only  a  2.3%  rate  this 
decade,  compared  with  almost  4%  in 
the  1980s.  But  the  official  statistics 
do  not  measure  the  true  output  of 
the  health-care  system,  which  after 
all  is  the  quahty  of  the  care  received 
by  Americans.  Instead,  the  govern- 
ment's figures  track  such  things  as 
the  number  of  procedures  or  occu- 
pancy rates  for  hospital  beds. 

As  a  result,  the  shift  to  managed 
care,  designed  to  cut  precisely  those 
costly  inputs,  has  lowered  the  mea- 
sured gi'owth  rate  of  health  care. 
The  government  made  a  partial  ad- 
justment starting  in  1997,  but 
health-cai-e  gi'owth  in  earlier  years 
of  the  decade  is  still  underestimated. 

The  numbers  are  suspect  in  other 
industries,  too.  For  example,  bea  fig- 
ures show  food  consumption  per  per- 
son has  fallen  by  4%  in  the  '90s.  Are 
more  folks  dieting  or  do  the  data 
overlook  shifts  in  how  people  shop? 

With  all  the  uncertainty  in  the 
numbers,  the  best  thing  to  do  is  be- 
lieve your  eyes.  Companies  and 
stockholders  ai'e  prospering,  more 
and  more  workers  are  employed  at 
rising  pay — and  that,  in  the  end,  is 
all  that  matters.  □ 
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FINANCE 


THE  RAGE 
TO  REFINANCE 

Lower  rates  and  no-fee  deals  have  sparked  a  miniboom 

John  G.  Power  and  his  wife,  Betty, 
weren't  in  a  inash  to  finish  the  ex- 
pansion of  their  four-bedroom  home 
in  Encino,  Calif.  The  Powei-s  figiu'ed  they 
would  wait  to  complete  the  $100,000-plus 
addition  next  yeai'  sometime.  But  when 
their  mortgage  broker  pointed  out  how 
low  mortgage  rates  had  fallen,  they 
shifted  into  high  gear.  Now,  they  must 
finish  the  job,  which  includes  a  fifth 
bedroom,  by  the  end  of  December  to 
lock  in  a  new  $530,000  mortgage  at  cui'- 
rent  rates.  "We're  moving  now  before 
Greenspan  acts,  and  the  rates  go  up," 
John  Power  says. 

The  Powers  are  hardly  alone.  With 
rates  on  30-year,  fixed-rate  mortgages 
now  around  7.25%  (with  points) — the 
lowest  since  early  1996 — a  miniboom 
in  refinancings  is  sweeping  the  nation. 
According  to  a  survey  by  the  Mort- 
gage Bankers  Assn.  of  America,  42.5% 
of  mortgage  applications  in  early  No- 
vember were  for  refinancings.  That 
compares  with  an  average  of  32.5%  in 
September  and  a  more 
typical  rate  of  about 
20%.  Refinancings  are 
expected  to  hit  about 
$255  billion  this  year, 
up   12%   from  i996. 
"Rates  are   low,  so 
there's   no   need  to 
wait,"    says  Frank 
Nothaft,  deputy  chief 
economist  with  Fred- 
die Mac,  the  mortgage 
giant. 

FURTHER  EASING?  More 
activity  may  be  on  the 
horizon.  While  econo- 
mists   don't  expect 
overall  interest  rates 
to  decline  much  fur- 
ther, there  may  be 
room  for  the  rates  un 
mortgages  to  fall  a  bit 
more.  Since  a  peak  in 
the  spring  of  this  year, 
the  rates  on  10-year 
Ti'easury     bonds — a 
benchmark  for  many  mortgages — have 
shpped  faster  and  further  than  those 
on  30-year  mortgages.  That  suggests 
these  rates  could  ease  a  bit  more  in  the 
neai-  temi.  But  in  1998,  economists  pre- 


rate  mortgages.  "People  will  refinancl 
knock  as  little  as  50  basis  points  [hg 
percentage  point]  off  their  rate,"  a 
Jonathan  E.  Gray,  an  analyst  at  3 
ford  C.  Bernstein  &  Co. 

This  puts  pressure  on  margins 
lenders.  But  costs  of  originating  a  I 
continue  to  shrink,  too,  thanks  to  c| 
puterized  underwritings  systems 
growth  of  the  secondary  market  fori 
curitized  mortgaJ 


f 


Still,  lenders  can 
victims  of  the 
boom  when  borrow 
prepay  old  loans- 
lender  Greentree 
nancial  has  discovel 
(page  37). 
HYBRIDS.  The  vari 
of  mortgage  prodv 
inundating  the  m 
ket  since  the  e 
1990s  also  makes 
financing  more  po 
lar.  For  examj 
many  home  buyi 
have  chosen  hyb 
mortgages  that  o: 
a  low^  fixed  rate 
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diet,  rates  are  likely  to 
climb. 

The  surge  in  refi- 
nancings is  still  a  far 
cry  fi'om  the  refi  boom 
of  1993.  Back  then, 
rates  on  30-year  fixed 
mortgages  dipped  be- 
low 7% — the  lowest 
since  the  1960s.  Re- 
sult: 57%  of  mortgage 
applications  were  re- 
financings, with  a 
record  $560  billion  in 
refinanced  mortgages 
made  that  year.  Still, 
the  current  pace  is  a 
marked  pickup  from 
eariier  this  year. 

Industry  pros  say 
there  are  a  number  of 
factors  behind  the  fliu*- 
ry.    For   one  thing, 
mortgage  providers 
are  sending  out  a  flood 
of  direct  mailings  to 
entice  consumers  to  refinance.  And 
many  are  pushing  deals  that  require 
minimal  fees  and  no  points.  That  makes 
refinancing  attractive  even  for  con- 
sumers w^ho  aren't  saddled  with  high- 


NOV.  7 
"WEEK  ENDING  NOV.  7 


the  first  few  years  and  an  adjusta 
rate  in  later  years.  But  with  toda 
rates  so  low,  many  of  those  bon*ow( 
are  now  candidates  for  refinancing 
long-term  fixed  rates. 

Even  so,  the  reasons  homeowm^  Cli; 
decide  to  refinance  are  often  more  co 
plex  than  simply  knocking  a  few  bu( 
off  a  monthly  mortgage  bill.  Guy 
Cecala,  pubUsher  of  the  new^sletter 
side  Mortgage  Finance,  says  many  cc 
sumers  are  refinancing  to  consolid; 
other  debts  under  the  lower  internee 
rate  and  tax  deductibility  of  the  mo 
gage.  Others  are  taking  advantage 
low^  rates  to  borrow  for  then-  childre; 
college  tuition  or  to  fund  major  hor 
improvements. 

That's  what  convinced  the  Pow 
family  to  accelerate  their  eonstmctii 
plans.  John  Power,  a  business  manag 
who  caters  to  people  in  the  entertai 
ment  business,  says  he  is  also  handliil  fjj, 
mortgage  refinancings  for  two  clien 
And  unless  the  economy  or  Al 
Greenspan  spoils  the  party,  mortgaj 
bankers  will  be  finding  that  Power  h 
lots  of  company  eager  to  jump  on  t: 
refi  bandwagon. 

By  Amy  Barrett  in  Philadelphi 
ivith  Kathleen  Mon-is  i7i  Los  Angeles 
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NCE 


W  GREEN  TREE 
T  PRUNED 

iggressive  lender  is  hit  by  a  high  rate  of  refinancings 


yeai-s,  Green  Ti^ee  Financial  Corp. 
s  been  a  standout  in  the  consumer 
m  industiy.  It  is  the  leading  lender 
nei-s  of  manufactiu'ed  homes — bet- 
lown  as  trailers — with  a  $17  bil- 
irtfolio  of  such  loans.  And  its  eai'n- 
ro\vth  and  lofty  stock  price  have 
Chairman  and  Chief  Executive 
nee  M.  Coss  prominent  for  his  out- 
ly:  He  took  home  $102  million  last 
he  highest  ceo  salaiy  in  America. 

Tree  has  also  been  notable  for 
ng  the  pitfalls  in  consiuner  finance 
other  lenders,  including  Mercmy 
ce  Co.  and  Cityscape  Financial 

w^hich  also  speciahze  in  pushing 
-priced  loans  to  riskier  consimiers, 
Komped  by  bad  loans, 
more.  Green  Ti'ee  has  been  hum- 
jt  least  tempoi-arily.  The  immedi- 
use  seems  to  be  an  unexpectedly 
ate  of  refinancings  among  its  clien- 
On  Nov.  13,  Green  Ti'ee,  whose 
5  have  risen  tenfold  over  the  past 
»ars  and  which  had  1996  net  in- 
of  $309  milUon,  stunned  investors 
noimcing  an  upcoming  foiuth-quar- 
large  of  $125  million  to  $150  mil- 
[t  will  cover  a  writedown  of  re- 
)les  booked  on  loans  made  in  1994 
995.  Green  Ti-ee's  stock  has  fallen 
dosing  at  31^.  on  Nov.  19.  Nearly 
ion  in  Green  Ti'ee  debt  was  down- 


gi-aded  on  Nov.  18  by  Standai'd  &  Pooi-'s 
Corp. 

Analysts  say  Green  Ti-ee  is  not  Ukely 
to  experience  pennanent  damage.  But 
the  charge  has  exposed  a  penchant  for 
aggi'essive  accounting,  common  among 
many  "subpiime"  lenders,  and  tarnished 
Green  Ti-ee.  Says  one  big  investor  who 
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GREEN  TREE 
3"       FINANCIAL  CORP. 
STOCK  PRICE 
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closed  out  his  fimd's  position  after  the 
Nov.  13  announcement:  "They  now  have 
a  credibility  problem." 

What  went  wrong?  Green  Ti-ee 
makes  its  money  originating,  servicing, 
and  then  selling  trailer  loans.  It  also 
writes  home-equity  loans  and  equip- 
ment-financing contracts.  In  all  its  deals. 
Green  Ti-ee  pockets  the  difference  be- 
tween the  interest  it  pays  investors  on 


TRAILER  TALE 

Prepayment  of  old  loans  reduces 
the  lender's  interest  income 

the  securitized  loans  and  the  interest  it 
collects  from  borrowers.  The  value  of 
those  payments,  though,  can  vaiy. 

When  Green  Tree  securitizes  loans, 
it  has  to  book  as  revenue  the  present 
value  of  the  e.xpected  interest  payments. 
This  number  is  derived  using  several 
assumptions,  the  most  important  being 
the  rate  at  which  boirowers  will  pay 
off  their  loans.  Wlien  interest  rates  fall, 
borrowers  are  able  to  refinance  and  pre- 
pay theii'  old  loans — and  Green  Tree  re- 
ceives fewer  interest  payments.  When 
Green  Ti-ee  booked  the  interest  receiv- 
ables for  home  loans  it  made  in  1994 
and  1995,  it  assumed  a  prepayment  rate 
of  6%.  But  with  falling  interest  rates 
and  increased  competition,  that  rate  is 
actually  about  12%.  Hence  the  reserve. 

Some  Green  Ti-ee  watchers  are  will- 
ing to  forgive  the  company.  "In  hind- 
sight, it's  easy  to  say  they  were  over- 
aggi-essively  booking  their  loans,"  says 
analyst  Michael  K.  Diana  of  Smith  Bar- 
ney Inc.  "But  there's  no  way  to  tell  how 
long  loans  will  be  on  the  books." 
QUICK  REBOUND?  That's  increasingly 
true  as  competitors  enter  Green  Ti'ee's 
markets.  Rivals  such  as  BankAmerica, 
Associates  First  Capital  Corp.,  and 
United  Companies  Financial  are  target- 
ing Green  Ti-ee  customers  for  refinanc- 
ing— and  winning  them  away.  Green 
Tree  spokesman  John  A.  Dolphin  says 
the  company  has  created  a  staff  of  about 
50  people  to  deal  vrith  customers  trying 
to  refinance.  "It  was  a 
tough  lesson  to  learn,  but 
we  feel  good  going  for- 
ward," says  Dolphin. 

Not  all  analysts  are  sure 
that  Green  Tree  can  mount 
a  quick  rebound.  "I  was  a 
strong  backer.  Now  I'm 
lukewarm,"  says  analyst 
Jeffrey  K.  Evanson  of 
Piper  Jafft-ay  Inc.  He  says 
Green  Ti'ee's  writedown 
wasn't  just  a  result  of  refi- 
nancings but  also  of  in- 
creasing defaults,  particu- 
larly tied  to  a  new  lending  program 
that  requires  only  a  5%  downpayment. 
As  the  company  enters  new  markets 
such  as  home-equity  loans,  the  risk  of 
negative  surprises  will  rise,  he  says. 

Despite  its  problems,  Green  Tree  re- 
mains a  top  subprime  lender.  But  if  re- 
financings continue  to  increase,  its  earn- 
ings could  be  trimmed  even  more. 

By  Andrew  Osterland  in  Chicago 
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TRANSPORTATION 


PASSENGER  TERMINAL:  Currenth), 
only  Southwest  serves  the  airport 


NO  LOVE  LOST 
AT  LOVE  FIELD 

Airlines  and  pols  are  wrestling  over  the  Dallas  airport's  future 


Like  a  general  planning  for  wai;  Dallas 
aviation  director  Danny  L.  Bruce 
pulls  out  a  large,  color-coded  map  of 
Love  Field  to  show  where  aii'lines  might 
set  up  cam))  at  this  onetime  Army  au-- 
fiekl.  Because  of  longstanding  restrictions 
on  flights  from  Love,  only  Southwest 
AirUnes  Co.  serves  the  aiiport,  a  conve- 
nient foiu*  miles  fi'om  dow^^tow^^  Dallas. 
But  the  18-year-old  federal  law  curbing 
flights  fi-om  Love  has  been  modified,  and 
Bince  is  getting  ready  for  the  day  when 
his  airport  might  start  fully  competing 
with  the  massive  Dallas/Fort  Worth  In- 
temational  Aiiport,  eight  miles  west. 

In  short,  American  Airlines,  which 
dominates  dfw  with  70%'  of  the  flights, 
could  face  new  competition  at  Love 
Field — pailicuiai'ly  if  Southwest  expands 
its  schedule.  American  insists  it  would 
have  to  serve  Love  to  keep  its  passen- 
gers, thus  weakening  its  dfw  hub.  Fort 
Worth,  American's  hometown,  fears  a 
loss  of  jobs  and  economic  development. 
On  the  other  side  ai'e  soine  congressmen 
and  consumer  advocates  who  want  to 
see  more  competition  and  curb  soaring 
business  airfares.  Southwest  says  it  is 
"passionately  neutral"  on  the  issue. 
MODEST  PROPOSAL.  Already,  Fort  Worth 
has  sued  Dallas  to  maintain  the  status 
quo  at  Love  Field;  Dallas  has  counter- 
sued;  and  a  federal  judge  on  Nov.  12  or- 
dered both  to  settle  the  mess.  American 
Airlines  CEO  Robert  L.  Crandail, 
renowned  for  his  combative  style,  "is 
making  it  very  clear  he's  not  pi'epajred  to 
lose  this  battle,"  says  an  American 


backer.  Indeed,  federal  law  notwith- 
standing, Crandail  fimies,  "It  is  none  of 
Washington's  business"  how  Dallas  uses 
its  aitports.  In  a  recent  local  newspaper 
ad,  Aneiican  declared:  "Let's  Not  Let 
Wasliington  Shiinl^  DFW  Aiiport." 

But  DFW  is  hardly  threatened.  For 
starters,  the  new  federal  law  only  mod- 
estly loosens  restrictions  at  Love.  And 
the  upstart  airline  that  pressed  for 
changes,  Dallas-based  Legend  Airlines, 
has  yet  to  commence  operations. 

Legend  isn't  American's  main  target, 
though.  What  the  airline  and  its  alhes 
want  to  head  off  is  an  effort  to  com- 
pletely remove  the  Love  Field  restric- 
tions. Under  the  so-called  Wright 
Amendment,  passed  in  1979  with  the 
goal  of  encoui'aging  development  at  dfw, 
aii'lines  using  Love  were  limited  to  seiz- 
ing Texas  and  the  four  adjacent  states. 

IS  MORE  COMPETITION 
THE  ANSWER? 


Advocates  of  opening  Love  Field  to 
more  flights  say  the  move  would  lower 
Dallas'  high  airfares 


YEAR-OVER-YEAR 
INCREASES 

JAN  -SEPT 

DALLAS 

^1  U.S.    DALLAS  1 

BUSINESS  FARES  AVERAGE  FARES 

▲  PERCENT 

DATA:  AMERICAN  aPRESS  TRAVEL 


Commuter  airlines  using  planes  with 
or  fewer  seats  could  fly  anywhere. 

But  today,  dfw  needs  no  help,  i 
when  Legend  applied  to  fly  DC- 
stripped  down  to  56  seats  fi'om  Lo 
Field  and  the  Transportation  Dept.  nix 
the  plan.  Senator  Richard  C.  Shelby  ( 
Ala.),  head  of  the  Senate  Appropriatio: 
Subcommittee  on  Ti'ansportation,  to( 
up  Legend's  cause.  Flights  from  Lo^ 
were  allowed  to  three  more  states  ai 
Legend  can  now  fly  its  stripped  plan 
anywhere. 

FARE  WAR?  Now,  Shelby  is  vowing 
push  for  a  full  opening  of  Love.  That's 
clear  threat  to  American's  pocketbo 
since  Southwest  would  undoubtedly  e 
pand  its  flying  fi'om  Love.  The  low-f' 
leader  has  driven  down  airfares  whe 
ever  it  goes.  From  Love  Field,  the  c 
rier  would  likely  fly  to  such  places 
St.  Louis,  Chicago's  Midway  AirjMrt, 
San  Francisco.  One  rival  aii-line  executr 
figui'es  American  could  lose  up  to  $2- 
million  a  year  in  profits  if  American  h 
to  match  some  Southwest  fares. 

American  is  scrambling  to  genera 
community  support.  But  a  Dallas  Mor 
ing  News  survey  shows  69%  of  No 
Texas  residents  in  favor  of  repealing  t 
Wright  Amendment.  And  American 
warnings  that  dfw  would  become  a  se 
ond-tier  aiiport  face  plenty  of  skeptic 
"Would  American's  P&L  [profit  and  los 
go  down?  Absolutely,"  says  one  riva 
"Would  DFW  become  a  non-hub?  Give 
a  break." 

The  Transportation  Dept.  reached  th 
same  conclusion  in  a  1992  study  of  th 
Wright  Amendment.  "Under  all  possibl 
scenai-ios,  Dallas/Fort  Worth  Aiiport  wi 
continue  to  gi-ow  and  remain  the  region' 
dominant  airport,"  the  study  concludec 
But  if  American  has  its  way,  that  theor 
will  never  be  tested. 

By  Wendy  Zellner  in  Dalla 
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4  R  U  N  N  E  R 


the  call  of  the  wild 

The  wild  is  waiting.  And  so  is  the  4Runner,  ready  to  take  you  places  you've  only  dreamt  of 

whispers  your  name, 

aefore  —  and  to  some  you  never  knew  existed.  All  in  a  sophisticated,  roomy  comfort  that  will  embrace 

and  asks  if  you  can 

not  only  your  body,  but  your  sense  of  adventure.  The  1998  Toyota  4Runner.  Answer  the  call. 

come  out  and  play 


TOYOTA 


everyday 


1  800-GO-TOYOTA  •4- w  w  w. 1 0 y o  t  a . c  o m 
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COMIVIENTARY 

By  Aaron  Bernstein 

A  POTENT  WEAPON  IN  THE  WAR  AGAINST  SWEATSHOPS 


Last  summer,  Nike  Inc.  was 
hoping  it  had  put  to  rest 
questions  about  labor  prac- 
tices in  its  overseas  factories. 
Former  Atlanta  Mayor  Andrew 
Young  had  just  released  a  mild- 
ly critical  report  on  conditions 
in  the  sneaker  giant's  350  plants 
around  the  world,  and  Nike  had 
pledged  to  make  improvements. 
But  in  early  November,  Nike 
was  bhndsided  by  a  San  Fran- 
cisco human-rights  group,  which 
leaked  a  confidential  Emst  & 
Young  audit  of  a  Nike  plant  in 
Vietnam.  The  e&y  report  paint- 
ed a  dismal  picture  of  sweat- 
shop conditions  that  Andi'ew 
Young  apparently  never  saw. 

Nike's  may  be  one  of  the 
most  publicized  cases  of  botched 
monitoring,  but  it  is  far  from 
unique.  Its  high-profile  embar- 
rassment, however,  underscores 
the  need  for  a  comprehensive, 
standardized  auditing  system 
that  could  be  used  industrywide. 
NEAR  A  DEAL.  The  good  news  is 
that  one  may  be  at  hand.  On 
Nov.  24,  Nike  and  a  half-dozen 
other  apparel  makers  will  meet 
with  human-rights  and  labor 
gi'oups  to  hash  out  guidelines 
for  a  monitoring  system.  The 
assembly  is  part  of  a  Presiden- 
tial task  force  on  sweatshops 
that  has  already  issued  a  code 
of  conduct  for  U.  S.  companies. 
Now,  it  is  close  to  agi"eeing  on  proce- 
dures for  auditing  their  overseas  fac- 
tories and  those  run  by  subcontrac- 
tors to  ensure  the  code  is  upheld. 

The  plan  under  discussion  is  simi- 
lai-  to  what  human-rights  gi'oups  say 
is  the  best  monitoring  program  now 
in  existence — one  that  Gap  Inc.  set 
up  at  an  El  Sah  ador  plant  in  1996. 
There,  the  retaih^r  has  bypassed  the 
paid  consultant  route,  relying  instead 
on  an  outside  group  composed  of  lo- 
cal chui  eh,  university,  and  labor  lead- 
ers who  interview  workers  off-site 
and  mediate  their  complaints  with 
management.  The  apparel  task  force 
plan  v/coldn't  go  that  far,  but  by 
mandating  that  -such  groups  be  used 
as  advisers  it  would  be  tougher  than 
one  announced  in  October  by  another 


A  new  monitoring  system 
may  bring  better  conditions 
to  plants  everywhere 

ABUSES  IN  NIKE'S  VIETNAM  PLANT  WERE  MISSED 


gi'oup  of  retailers,  including  Toys  'R' 
Us  Inc.  and  Avon  Products  Inc. 

The  task  force  is  still  fighting  over 
how  much  control  companies  would 
exercise.  But  they  have  agreed  that  a 
monitoring  association  with  a  govern- 
ing board  of  industry  and  human- 
rights  and  labor  groups  should  ac- 
credit auditors,  and  then  companies 
would  choose  which  one  to  hire.  The 
gi'oup  also  has  agi'eed  that  auditors 
such  as  E&y  must  work  with  local  hu- 
man-rights and  labor  gi-oups  to  try  to 
avoid  the  problems  of  the  Nike  audit. 

Making  sui'e  that  thuxl-party  audi- 
tors get  the  complete  stoiy  is  essen- 
tial. In  Nike's  case,  for  example,  e&y 
turned  up  serious  violations  of  Viet- 
namese labor  and  environmental 
laws.  But  it  missed  others,  including 


forced  overtime  and  verbal  and 
physical  abuse  by  managers,  ac- 
cording to  Transnational  Re- 
source &  Action  Center  (trac), 
the  San  Francisco  human-rights 
group  that  issued  the  report  on 
Nov.  7. 

TOO  CLOSE.  According  to  TRAC, 
E&Y  missed  those  abuses  in  pait 
because  it  failed  to  hold  inter- 
views vrith  workers  away  from 
the  factoiy.  Dara  O'Rom-ke,  a 
TRAC  reseai'cher  who  made  three 
visits  to  the  plant  as  an  environ- 
mental consultant  for  the  U.  N., 
spoke  with  half  a  dozen  employ- 
ees of  Tae  Kwang  Vina  Industri- 
al Ltd.,  a  Korean  subcontractor. 

TRAC  also  says  e&y  mistakenly 
certified  that  the  plant  was  in 
compliance  with  the  Vietnamese 
minimum  wage  of  19?  an  hour 
on  a  208-houi-  month,  e&y's  fig- 
ures show  the  factory  pays 
workers  $45  a  month  for  267 
houi's  a  month — 20%  below  the 
minimum,  says  O'Rourke.  Nike 
spokesman  Vada  Manager  says 
he  can't  explain  the  discrepancy. 
E&Y  declined  comment. 

U.  S.  companies  must  do  a 
more  credible  job  of  monitoring 
to  convince  concerned  con- 
sumers that  imported  clothing 
and  toys  are  not  made  under 
Dickensian  conditions.  While  the 
apparel  task  force  doesn't  seem 
prepared  to  go  as  far  as  Gap — 
which  itself  has  refused  to  extend  its 
system  to  other  plants — its  approach 
can  work.  Companies  would  give  up 
more  control  than  they  might  like. 
But  critics  wouldn't  actually  get  to 
see  an  employer's  dirty  linen.  If  an 
association  governed  by  both  sides 
oversees  monitoring,  it  would  strike 
a  balance  that  would  help  ehminate 
sweatshop  conditions  such  as  those 
in  Nike's  Vietnamese  plants.  And 
fi'om  the  point  of  view  of  the  compa- 
nies, having  a  seal  of  approval  from 
a  Presidential  task  force  that  in- 
cludes human-rights  and  labor 
groups  is  an  easy  route  to  a  credibili- 
ty that  has  thus  far  eluded  most. 

Bei~nstein  covers  labor  issues  for 
BUSINESS  WEEK. 
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NEC  multimedia  links  the  world. 

Multimedia  means  more  today  than  ever  before.  It  means  a  12-year-old  in  New  Zealand  can  answer  a 
:iuestion  asked  by  a  teacher  in  Florida.  And  it  means  a  scientist  studying  tornadoes  in  Oklahoma  can  rapidly 
:alculate  data  as  a  funnel  cloud  approaches. 

Whether  you're  right  next  door  or  halfway  around  the  world,  NEC  provides  the  multimedia  tools  you 
need  to  stay  connected.  Tools  like  wireless  technologies,  and  powerful  memory  chips  that  allow  you  to  process 
information  faster.  As  well  as  imaging  products  and  international  satellite  systems  that  enable  people  on  opposite 
ends  of  the  earth  to  work  face-to-face. 

You  see,  NEC  has  a  simple  philosophy  about  multimedia.  We  believe  that  by 
bringing  different  technologies  together,  we  do  something  even  more  important.  Bring 
people  together. 

For  more  information,  call  1-800-338-9549  or  visit  us  at  www.nec.com. 

©  1997  NEC  USA,  Inc 
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News:  Analysis  &  Commentary 


RETAILING 


PRESENTS  THAT  WON'T  FIT 
UNDER  THE  CHRISTMAS  TREE 

Retailers  feel  the  pinch  as  more  givers  lean  toward  services 


This  Christmas,  Michael  J.  Maiman 
thinks  he  has  found  the  perfect  gift 
for  his  son.  At  a  recent  chaiity  auc- 
tion to  benefit  the  IG-year-old's  Detroit 
high  school,  Maiman  shelled  out  $3,000  to 
have  a  character  in  crime  novelist  El- 
more Leonard's  next  book  named  after 
the  boy.  Tobias  M.  Levkovich  of  New 
York  also  wants  to  give  a  memorable 
gift  this  season.  For  his  wife,  Bai'bara, 
he's  spliu'ging  on  a  holiday-buthday  bash 
featuiing  a  staged  miu'der  mystery  that 
the  gTiests  get  to  solve.  "I  wanted  to  do 
something  a  little  weird,"  he  says 

The  quirky  tastes  of 
like  Maiman  and  Lev- 
kovich help  explain 
why  the  holiday  sea- 
son is  no  longer  the 
bonanza  that  it  used 
to  be  for  the  Bloom- 
ingdale's  and  Macy's 
of  the  world.  Retail 
experts  predict  that 
holiday  sales  this 
year  at  department 
stores,  discounters, 
and  other  merchants 
will  climb  a  modest 
3%  to  4%  above  last  year's  level. 
LESS  CLUTTER.  But  more  and  more  con- 
sumers— particularly  baby  boomers — 
are  forsaking  traditional  mementos  such 
as  clothing  and  electronic  gadgets.  In- 
stead, they're  giving  friends  and  family 
members  vouchers  for  travel,  massages, 
or  restaurant  meals.  Says  C.  Britt 
Beemer,  chauTnan  of  America's  ReseaiTh 
Group,  a  market  researcher  in 
Charleston,  S.  C:  "When  we  talk  to  con- 

FORGET  THE  MINK. 
MAKE  mm  A  MASSAGE 

While  spending  oh ,  '■aditional  gifts  is 
dropping,  outlays  for  services  are  up 


sumers,  they  tell  us  they  have  bought 
all  the  material  things  they  need  or 
want  to  buy — and  that  they  would 
rather  get  a  half-day  at  the  spa  than  an- 
other pair  of  earrings  they're  not 
going  to  wear." 

According  to  the  1997 
American  Express  Retail  In- 
dex on  holiday  shopping,  con- 
sumers plan  to  expand  theu" 
Chi'istmas  budgets  by  6.3% 
this  yeai;  to  $1,233.  But  they 
exi^ect  to  shell  out  55%  more 


Chi'istmas  for  10  years,  Jeanne  Co 
Dallas  homemaker,  has  donated  $5 
$250  to  the  Dallas  Zoological  Socie 
adopt-an-animal  program  in  the  nam 
friends  and  family.  "We  started  gi^ 
these  adoptions  because  Christmas 
gotten  so  overblown,"  says  Cox. 
is  a  good  way  to  make  a  gift  really  co 
for  something." 

YEAR-ROUND  PROMOTING.  Still,  the  t 
is  no  gift  for  the  stores.  Retail  con 
tant  Management  Hoiizons,  a  subsidi 
of  Price  Waterhouse,  says  that  Nov 
ber  and  December  sales  of  general 
chandise  as  a  share  of  the  ye 
total  have  dropped  from  25. 
in  1988  to  23.6%  in  19: 
a  difference  of  $13  billi 
Such    changes,  the 
gradual,  don't  bode 
for  retailers,  say  Indus 
experts.  "These  shifts 
consumer  attitudes 
require  that  retailers 
ways  to  boost  sales  ear 
in  the  year,  not  just  d 
ing  the  holidays,"  says 
vrin  B.  Cohen,  co-ch" 
of  the  Consumer  Busin 
Practice  at  Deloitte 
Touche. 

That's  the  thinking 

STOCKING  STUFFERS    ^^^^  <^"^p  "^^^^ 

TVi"-         Q    f  largest  jewelry  store 

1  niS  year,  banta  may  ^een  aggressively  cou 
bring  concert  tickets,  ing  shoppers  before  h 

vouchers  for  facial  days  such  as  Mothe 
treatments,  or  a  cruise 


1 

1 

■97* 

ENTERTA.; ,    •  TRAVEL 
A  DOLLARS  (AVERAGE  <  -ESLIMATE 

DATA:  AMERICAN  \:>.\  fitiS  RETAIL  INDEX. 
BASED  ON  SURVE*  OF  PLAl-iKlO  SPENDING 


on  travel  and  44%)  more  on 
entertainment,  while  spend- 
ing 2%  less  on  tangible  gifts. 
"Consumers  simply  aren't 
shopping  till  they  drop  any- 
moi-e,"  says  Daniel  A.  Beth- 
lahmy  of  American  Express 
Co.  They  want  memorable 
experiences,  not  more  gad- 
gets, he  says. 

That's  what  Donna  Mau- 
rice of  Oak  Bluffs,  Mass., 
has  in  mind  for  brother-in- 
law  Alton  G.  Mitchell,  a  re- 
tired NASA  flight  engineer 
decades  of  sweaters  and  watches,  this 
year  Mitchell  will  receive  a  $70  certifi- 
cate for  a  sightseeing  tour  of  Martha's 
Vineyard  on  a  Korean  War-era  Navy 
plane.  "At  71,  he  pretty  much  has 
everything,"  says  Maurice.  "He  loves 
flying  and  antique  planes,  so  this  seems 
like  the  perfect  gift." 

Meanwhile,  some  gift-givers  are  offer- 
ing the  recipient  nothing  at  all:  Instead, 
they  make  contributions  to  nonprofit  or- 
ganizations in  that  pei'son's  name.  Each 


After 


Day  and  Valentine's  Day.  The  four 
quarter  still  accounts  for  about  75% 
the  year's  profits,  but  that's  down  fro 
95%  in  1994.  "Chiistmas  will  always  \ 
the  most  important  time  of  the  year 
says  CEO  Robert  J.  DiNicola,  "but  v 
are  trying  for  more  of  a  balance."  A] 
parently,  so  are  shoppers. 

By  Stephanie  Anderson  Forest 
Dallas,  with  Katie  Kerwin  in  Detro 
Susan  Jackson  in  New  Haven  and  h 
reau  reports 
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Achat's  truly  breathtaking  about  reaching  the  top  of  United's 
Prequent  flyer  program  is  that  five  other  airlines  recognize  the  effort:. 


otherwise  would  be  impossible.  The  mileage  points 
from  qualified  flights  on  all  six  airlines  can  be  applied 
toward  your  frequent  flyer  status.  The  doors  to  each 
airline's  lounges  are  open  to  fellow  travelers*—  offering 
you  more  than  180  lounges  around  the  world  to  seek 
refuge.  And  with  the  addition  of  Varig,  you  have  the 
destinations  oi  six  Star  Alliance  airlines  rather  than  five 
to  choose  from  when  it  comes  time  to  redeem  your 
frequent  flyer  miles.  After  all,  the  only  thing  more  com- 
forting than  status  on  one  airline  is  status  on  them  all. 


i  as  well  as  top-tier  frequent  flyers  only,  please. 


^.'^^  ioiayEi 
'97 


Congratulations.  You've  reached 
top-tier  status  in  United  Airlines' 
Mileage  Plus®  program.  Unfortunately, 
this  bit  of  news  usually  means  nothing 
to  other  airlines.  Which  can  be  rather  disheartening  to 
global  business  travelers  who  have  to  fly  several 
carriers.  That's  why  the  Star  Alliance™  membership 
of  United  Airlines,  Air  Canada,  Lufthansa,  SAS,  THAI 
and  Varig  will  honour  your  status  regardless  of  the 
carrier.  Thereby  affording  you  certain  benefits  that 
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V  .V  The  airline  network  for  Earth. 
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In  Business  This  Week 


AND  KELLEY  HOLLAND 


HEADLINER:  ANN  IVERSON 


EXIT.  WITH  FRILLS 


Maybe  it  was  her  black 
leather  getup  in  the  August 
issue  of  British  Vogue  that 
tipped  the  scales.  On  Nov. 
18,  Ann  Ivereon  be- 
came the  thii'd 
CEO  since  1994  to 
leave  Laura 
Ashley  Hold- 
ings, the  trou- 
bled retailer  best 
known  for  its 
quintessentially 
British  floral  frocks 
and  chintz  cmtains. 

Iverson,  who  was  hu'ed 
in  July,  1995,  to  tiuTi  Laura 
Ashley  around,  had  made 
some  big  changes.  She  re- 
placed most  of  management, 
brought  in  a  new  design 
team,  and  planned  an  ambi- 
tious U.  S.  expansion  into 
lai'ger  stores  featuring 
home  furnishings.  But  the 


strategy  backfired  as  home| 
fiUTiishing  sales  stumbled 
and  inventoiy  piled  up.  Th^ 
$524  million  company  is- 
sued three  profits 
waiTiings  and 
posted  a  $7.2  mil 
Hon  pretax  loss  [ 
for  the  six 
months  ended 
July  31. 
Laura  Ashley's 
board,  chau-ed  by  j 
Goldman  Sachs  part- 
ner John  Thornton,  tapped 
David  Hoare,  a  manage- 
ment consultant  recently 
named  COO,  to  restart  the 
turnaround.  Iverson,  who 
took  home  $1.6  million  in 
pay  last  year,  vdll  walk 
away  with  a  not-too-chintz: 
exit  package:  her  base  1997 
salaiy  of  $720,000. 

By  Julia  Flyrt' 


EDITED  BY  PAT  WECHSLER 


DOW  JONES  BEAT  A 
RETREAT  

DOW  JONES  APPARENTLY  HAS 

lost  confidence  in  its  plan  to 
spend  $650  million  to  shore 
up  Dow  Jones  Markets,  for- 
merly known  as  Telerate, 
rather  than  sell  off  the  unit 
immediately — as  some  share- 
holders have  advocated.  Af- 
ter a  board  meeting  on  Nov. 
19,  the  company  announced 
that  it  will  lay  off  as  many 
as  300  of  the  unit's  nearly 
4,000  employees  and  will  be 
taking  a  "very  sizable"  asso- 
ciated charge  in  1997.  In  less 
than  a  year,  Dow  Jones  has 
spent  $170  million  on  the 
troubled  financial-data  unit, 
which  has  been  losing  mar- 
ket share  to  competitors 
Reuters  and  Bloomberg  Fi- 
nancial Markets  and  is  now 


CLOSING  BELL 


AVON  FALLING 

Avon  Products  had  an  ugly  Nov, 
18.  The  day  after  the  global  cos- 
metics company  announced  it 
wouldn't  make  its  fourth-quarter 
numbers,  its  stock  sank  like  a 
stone,  fallmg8%,to  57><,  and 
fell  further,  to  56K,  on  Nov.  19. 
Avon  blamed  softening  demand 
in  Brazil  and  Japan  and  regula- 
tory problems  in  China,  but  says 
it  IS  still  on  track  for  16%  to  18% 
earnings  growth  in  1998.  But  the 
news — coming  just  a  few  weeks 
after  an  upbeat  meeting  with 
analysts — left  a  sour  taste  in 
the  mouths  of  some.  Morgan 
Stanley  Dean  Witter's  Brenda  Lee 
Landiy  hascut  her  1997  and  1998 
earnings  forecasts  and  says  Avon's 
about-face  leaves  her  wary. 
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up  for  sale.  Notes  hedge- 
fund  manager  and  one-time 
activist  shareholder  James 
Cramer:  "This  money  has 
been  spent  and  lost.  I  hope 
[top  executives]  don't  get  to 
keep  their  jobs." 

WHO  BLURRED  THE 
BOOKS  AT  B&L? 

EXECUTIVES  AND  MANAGERS 

tempted  to  set  overaggres- 
sive  targets  for  their  sales 
forces  should  take  note:  As 
part  of  a  securities  fi-aud  set- 
tlement between  the  Securi- 
ties &  Exchange  Commission 
and  Bausch  &  Lomb,  the 
company  has  agreed  to  pay 
$42  million  to  shareholders 
and  settle  sec  charges  that 
former  executives  crammed 
two  years'  worth  of  contact- 
lens  sales  into  just  two 
weeks.  The  sec  found  that 
even  though  senior  manage- 
ment pushed  aggressive 
sales  targets,  the  real  cul- 
prits were  overzealous  divi- 
sion managers. 

DEREG  BLUES 

IN  L.A.  

IN  A  LAST-MINUTE  EFFORT  TO 

keep  the  lights  on  in  Los  An- 
geles, the  city's  ailing  Water 
&  Power  Dept.  is  embarking 
on  a  major  restructuring  that 
will  cut  as  many  as  2,000 
workers.  The  nation's  largest 
municipal  utility  is  saddled 
with  $7.5  billion  in  debt,  mak- 
ing it  difficult  to  compete  in 
Califoi-nia's  soon-to-be  dereg- 
ulated power  market.  In  oth- 
er California  deregulation 
news,  Pacific  Gas  &  Electric 
sold  off  three  fossil-fuel 
plants,  or  one-quarter  of  its 
generating  power,  to  Duke 
Energy  for  $501  million. 

ROSEN  RUNS 

OUT  OF  GAS  

ROSEN   MOTORS   IS  CLOSING 

its  doors.  The  brainchild  of 
Compaq  Computer  Chairman 


Benjamin  M.  Rosen  and  his 
scientist  bi'other  Harold,  the 
high-profile  Woodland  Hills 
(Calif.)  startup  was  develop- 
ing a  hybrid  gasoline-electric 
drivetrain  design  that  it 
hoped  to  license  to  auto 
makers.  Ti'ouble  is,  the 
world's  carmakers  are  all 
working  on  versions  of  their 
own  hybrids.  "We  couldn't 
get  the  commitment  we 
needed — someone  to  invest 
in  the  company  and  use  the 
power  train  in  their  cars," 
says  Compaq's  Rosen,  a  well- 
known  ventiu'e  capitalist  who 
sank  close  to  $24  million  in 
the  four-year-old  venture. 

STILL 

VENTURESOME 

THE  STOCK  MARKET  MAY  BE 

seesawing  and  technology 
stocks  taking  some  hits.  But 
venture-capital  investing  is 
continuing  to  climb.  An  eye- 
popping  $3.5  billion  went  into 
675  companies  during  the 


third    quarter — a  recor 
breaking  amount  that  s 
passed   1996's  flush  thi 
quarter  by  75%,  accordi' 
to  the  Price  Waterhou 
National   Venture  Capit 
Survey  released  on  No 
20.    Technology  upstar 
grabbed   the   lion's  sha' 
of  venture  capital,  taki 
nearly  $6  billion  of  the 
billion  spent.  Internet  co 
panies  captured  $1.3  billi 
by  third  quarter's  end,  co 
pai-ed  with  $870  million  f 
all  of  1996. 

ETCETERA.  ■■ 

■  HFS  has  scooped  up  t 
preparers  Jackson  Hewi 
for  $480  million  in  cash. 

■  Disney  Chairman  Micha 
Eisner  is  giving  1  million  Di 
ney  shares  to  kids'  charities 

■  The  FDA  has  approved  t' 
over-the-counter  sale 
breast  self-examination  kits 

■  Justice  is  investigatin 
whether  vitamin  produce 
are  fixing  wholesale  prices. 
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Business  Week — the  perfect  holiday  gift  for  your  staff,  colleagues,  clients 
and  friends.  Anyone  who  cares  about  business  will  appreciate  receiving 
the  most  widely-read  business  magazine  in  the  world. 

You  can  order  gift  subscriptions  for  a  price  that  will  enhance  your  bottom 
line:  only  $42.95  for  51  issues  (that's  76%  off  the  $178.50  newsstand 
price!).  Order  today  and  take  it  easy  through  the  holidays! 
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WINGS  LADY 

Dispilaying  streamlined  elegance 
and  the  crisp,  technical  good 
looks  of  a  true  BRtiniNG,  the 
high-tlying  Wincs  Lady  comes  to 
life  in  the  grand  style:  solid  18  K 
gold  throughout,  a  striking  dial 
design  . . . 

Fitted  with  a  Fiioi  bracelet  or  a 
Brkti  I  iN(,  leather  strap,  its 
impeccably  polished  case  is  also 
available  in  steel,  enhanced  by 
rider  tabs  and  even  a  bezel  in 
18  K  gold. 


AUIHOIUZI  D  BRtlTl  INC.  AGENT 


TRADITIONAL  JEO^ELERS 

■ashion  Ishind 
vjnirt  Heacll,  Cililiirni,!  WhhO 
Tel:  (714)  72I-4010 

FOR  A  CATAI  OG  PLEASE  CALL  800/641  7?  4? 


Incorporating  Breitlings  latest 
technical  refinements,  the  Wings 
Lady  combines  sturdiness  and 
functional  excellence.  Its  setting 
crown's  three  sealing  gaskets 
provide  reliable  water  resistance 
to  a  depth  of  100m  (330  feet). 
An  extended-life  lithium  battery 
powers  its  high-precision  quartz 
movement.  The  cambered, 
scratch-resistant  sapphire 
crystal's  front  and  back  glare- 
proofing  eliminates  99%  of  all 
visible  glare. 

U.S.  AIR  FORCE 
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9  BY  OWEN  ULLMANN 


E  SHOWDOWN  WITH  SADDAM: 
W  BAD  A  BLOW  FOR  WASHINGTON? 


th  his  power  to  shape  domestic  affairs  ebbing,  Bill 
I^linton — like  many  second-term  Presidents  before 
lim — hoped  to  play  a  far  more  assertive  role  in  global 
But  his  wobbly  performance  in  his  showdown  with 
1  Hussein  is  raising  fresh  doubts  about  whether  the 
;nt  or  his  new  foreign-policy  team  are  up  to  the  task, 
f  the  Iraqi  strongman  ousted  U.  S.  members  of  a  U.  N. 
IS  inspection  team,  Clinton  stood  firm.  He  demanded 
itional  compliance  with  U.  N.  on-site  inspections,  thi-eat- 
lilitary  action  if  Iraq  balked.  But  now  the  Administration 
;  to  be  wavering.  On  the  table  ai-e  sweetenei-s  to  get  in- 
5  back  into  Iitiq,  i-anging 
[panding  a  himianitaiian 
r-oil  program  to  possi- 
^otiating  a  timetable  to 
ictions.  Moreover,  Wash- 
has  let  Russia's  most 
Arabist,  Foreign  Minis- 
'geny  M.  Primakov,  bro- 
eal  that  could  save  face 
addam    and  enhance 
/s  Mideast  clout, 
ton's  desire  to  exhaust 
omatic  avenues  may  be 
le.  But  his  execution 
settled  critics  at  home. 
State  Dept.  Mideast 
ists  worry  that  Clinton 
ive  in  to  Saddam.  Out- 
:perts  are  assailing  the 
istration  for  a  poUcy  of 
;ement  that  could  en- 
5  other  regional  despots 

Dmes  out  of  this  think-  timetable  to  phase  out  sanctions 

got  something,  he  will 

gain,"  warns  Kenneth  M.  Pollack,  a  Persian  Gulf  ana- 
the  Washington  Institute  for  Near  East  Policy.  Saddam 
36  the  only  one  to  make  that  calculation.  "Around  the 
people  will  now  decide  that  it's  worth  testing  Mr. 
1,"  says  Karl  D.  Jackson,  a  former  Bush  Administration 
il  security  official. 

I  DISUNITY.  It  is  far  from  clear  that  the  latest  round  of 
acy  will  defuse  the  crisis.  The  Pentagon  is  continuing 
jgest  buildup  of  troops  in  the  region  since  the  1991  gulf 
r  Saddam  overplays  his  hand,  aimed  conflict  is  still  a 
ility.  But  this  time,  U.  S.  alhes  have  httle  stomach  for 
y  action.  To  avoid  a  deeper  lift  in  the  alUance,  Chnton 
g  to  extraordinary  lengths  to  negotiate.  "We  could  be 
r  for  several  weeks,"  says  a  top  White  House  official, 
ton's  room  to  maneuver  is  slim  because  of  the  col- 
)f  the  U.  S.-led  Mideast  peace  process.  American  influ- 
1  the  region  has  receded  to  the  point  that  Arab  leaders 
ycotting  a  Washington-backed  economic  conference  in 
but  will  attend  an  Islamic  summit  that  Iran  is  hosting. 
).  weakness  has  created  the  void  that  is  allowing  Rus- 


ON TARGET 


diplomatic  goal  is  to  force  a 


sia  to  step  in  with  a  peace  initiative  and  renew  old  ties  to 
Baghdad.  Russia  has  a  big  financial  stake  in  any  deal  that 
leads  to  the  end  of  economic  sanctions.  Iraq  owes  Russia  $7 
biUion,  which  it  can  only  repay  by  selhng  oil  again.  Besides, 
Moscow  is  a  major  oil  customer,  eager  to  invest  in  Iraqi  en- 
ergy projects.  "We  have  an  interest  in  rebuilding  oui"  position 
there,"  says  Sergei  Karaganov,  chaimian  of  Russia's  Council 
on  Foreign  &  Defense  Pohcy. 

This  view  underscores  the  most  serious  split  between  the 
U.  S.  and  its  allies.  The  White  House  wants  the  economic  stran- 
glehold on  Iraq  to  remain  in  place  as  long  as  Saddam  is  in 

power  The  Europeans,  like  the 
Russians,  have  a  sti'ong  interest 
in  commercial  ties  to  Iraq.  Be- 
yond that,  most  believe  that  in- 
definite sanctions  give  Saddam 
no  incentive  to  mend  his  ways. 
"Sanctions  aren't  effective,"  in- 
sists a  senior  French  official, 
"You  have  to  give  Saddam  not 
only  a  stick,  but  a  caiTot." 

Allied  disunity  makes  find- 
ing a  way  out  of  the  mess 
much  tougher.  But  self-inflict- 
ed fumbles  haven't  helped. 
The  U.S.  botched  an  Oct.  23 
U.  N.  Security  Council  vote  on 
a  travel  ban  on  Iraqi  officials. 
France  and  Russia  wanted 
more  time  to  tweak  the  pro- 
posal, but  the  U.  S.  and  other 
countries  resisted.  France, 
Russia,  and  others  abstained, 
creating  divisions  that  Saddam 
could  exploit.  "It  would  have 
been  very  easy  to  get  a  posi- 
tive result  and  to  presei-ve  the  imity  of  the  Security  Council," 
says  one  Eui'opean  diplomat. 

In  the  end,  Chnton  may  accept  an  easing  of  sanctions  that 
would  let  Iraq  sell  a  bit  more  oil  to  raise  cash  for  food  and 
humanitarian  aid.  And  Baghdad  may  ultimately  gain  its  main 
diplomatic  goal:  a  timetable  to  phase  out  sanctions.  In  return, 
Saddam  has  to  do  only  what  he  already  was  obligated  to  do — 
allow  inspections  of  suspected  weapons  sites.  "We're  essen- 
tially playing  his  game  on  his  tuif,"  giipes  Arnold  Kanter,  a 
former  State  Dept.  official. 

The  Administration  is  trying  to  put  the  best  face  on  the 
standoff,  insisting  the  U.  S.  isn't  making  significant  concessions. 
And  should  the  inspections  resume  without  launching  a  single 
cinise  missile,  the  President  certainly  could  declare  a  victory. 

Still,  if  Saddam  is  emboldened  to  plot  new  confrontations, 
that  victory  would  be  fleeting.  And  the  President  no  doubt 
would  wind  up  wishing  he  had  struck  to  his  guns — and 
maybe  even  used  them. 

By  Stan  Crock  in  Washington  and  John  Templeman  in 
New  York,  with  Patty  Kranz  in  Moscow  and  bureau  reports 
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THE  BAILOUT 


RACING 

TO  THE  RESCUE 


U.S.  and  Asian  officials  have 
a  plan  that  would  let  the 
IMF  get  funds  to  distressed 
countries  quickly 

For  weeks  bankers  and  investors 
around  the  world  have  been  won- 
deiing  how  the  U.  S.  would  insert 
itself  into  the  gi-owing  Asian  finan- 
cial crisis  and  lend  its  leader-ship  to  some 
type  of  resolution.  America's  deep  aver- 
sion to  foreigTi  bailouts  has  pi'evented 
any  talk  of  outright  U.  S.  loans.  At  the 
same  time,  Washington  officials  have 
been  wonied  about  a  Japanese-led  pro- 
posal for  an  Asia  fimd  that  would  thi'ow 
money  at  the  problem  without  demand- 
ing that  Asians  reform  then-  economies. 

But  with  the  tlu-eat  of  a  regional  melt- 
down gi'owing,  U.S.  and  Asian  officials 
have  finally  reached  a  consensus  on  a 
rescue  plan.  It  will  dominate  the  18- 
member  Asia  Pacific  Economic  Coopera- 
tion summit  in  Vancouver  on  Nov.  22-25. 
The  plan,  hatched  in  Manila  on  Nov.  19, 
would  give  the  Inteniational  Monetary 
Fund  new  flexibility  to  appropriate  lai"ge 
sums — and  fast — to  countries  in  econom- 
ic distress.  That  could  fi-ee  up  as  much  as 
$150  billion  in  emergency  funds. 
PEER  PRESSURE.  The  ministers  also  set 
up  a  new  foriun  for  Asian  countries  to 
keep  better  tabs  on  their  neighbors' 
economies  and  prevent  problems  from 
spreading.  Under  the  pact,  Asian  offi- 
cials will  meet  twice  a  year  to  lean  on 
poor  performers  to  mend  their  ways — 
an  arrangement  Philippine  finance  offi- 
cials likened  to  "Alcoholics  Anonymous." 
Adds  a  U.  S.  official:  "The  Asian  coun- 
tries discovered  the  hard  way  they  were 
much  more  affected  by  developments 
in  neighboring  countries  over  the  past 
six  months  than  they  would  have  ever 
imagined." 

The  movers  and  shakers  behind  the 
plan  were  U.  S.  officials,  led  by  U.  S. 
Deputy  Treasury  Secretary  Lawi-ence 
H.  Summers,  who  opposed  Japan's 
scheme  to  create  a  new  $100  billion 
Asia-only  fund  for  such  crises.  Japan 
had  originally  wanted  to  allow  partici- 


pating countries  to  draw  down  those 
ftinds  at  will.  But  the  U.  S.  vigorously 
resisted  Tokyo's  move  to  dispense  ftinds 
without  requiring  stiff  reforms. 

Tlie  new  proposals  satisfy  both  Wash- 
ington's concerns  for  reform  and  Tokyo's 
desire  for  an  Asian  solution.  Smaller 
Tiger  coimtries  were  also  concerned  that 
any  Asian  ftmd  would  be  dominated  by 
the  Japanese  or  Chinese — and  hence, 
could  make  them  beholden  to  those  re- 
gional giants.  "There  was  a  gi'eat  desii'e 
for  the  U.  S.  to  play  a  big  role,"  says  an 
official  fi"om  one  of  the  negotiating  coun- 
tries. In  a  concession  to  the  Japanese, 
the  U.  S.  agi'eed  to  the  new  Asia  fimd. 
But  in  contrast  to  the  original  Japanese 
plan,  it  will  have  no  dedicated  staff  and 
have  no  specified  funding  level — the 
countries  will  make  open-ended  pledges 
to  help  each  other  as  events  warrant. 
Moreover,  the  funds  can  only  be  lent 
with  IMF  supervision. 

The  Manila  pact  comes  at  a  critical 
moment.  With  the  South  Korean  econo- 
my under  siege,  many  were  questioning 
whether  the  U.  S.,  the  IMF,  and  others 
could  deliver  the  $60  billion  or  so  need- 


ed if  South  Korea  asks  for  help  to  pj 
off  short-term  loans  to  foreign  lendei 
The  IMF  has  only  about  $50  billion ' 
funds  left  at  its  disposal,  pending  mc 
distributions  from  member  countri^ 
IMF  bylaws  restrict  the  amount  that 
one  country  can  get.  imf  bailouts  of 
donesia  and  Thailand  required  spec! 


main 


SEOUL  MAKES 
A  STAB  AT  REFORt 


T 

■  e 


Ihe  moves  seemed  right  out  o 
playbook  of  the  Internationa 
etary  Fund.  But  they  still  m; 
be  enough. 

In  just  one  day — Wednesday,  f 
19 — Korean  President  Kim  Younj 
accomplished  more  to  address  his 
try's  mounting  financial  crisis  tha 
had  done  in  the  past  12  months. 

he  sacked  his 


ANGRY 

Employees  of 
the  central  bank 
protesting  a 
reform  bill 


nance  Ministt 
his  principal 
nomic  advisei 
placing  them 
former  IMF  t( 
crat,  Lim  Ch 
Yuel.  Then 
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approval.  And  IMF  officials  were 
y  signaling  that  they  would  need 
r  approval  to  lend  more  than  $15 

to  Seoul.  The  Asian  crisis  "is  ex- 
;  the  weak  link  in  the  system:  The 
oesn't  have  the  resoui'ces,"  notes 
1  Kemper  Investments  Inc.  econo- 
)avid  D.  Hale. 


The  new  plan  should  go  a  long  way  to- 
ward calming  such  fears.  The  IMF  will 
have  room  to  provide  additional  short- 
term  funding  to  supplement  traditional 
lending,  which  can  run  up  to  10  years. 
But  the  funds  will  come  at  a  cost:  Bor- 
rowers would  pay  mai'ket  interest  rates, 
which  could  run  two  to  tliree  times  the 


IMF's  cuiTent  4.33%  rate  for  most  loans. 

The  plan  also  calms  fear's  about  the 
U.  S.  role  in  the  region.  The  U.  S.  had 
failed  to  participate  in  a  $17.2  billion 
rescue  package  for  Thailand  in  August 
and  saw  its  $3  billion  contribution  to  a 
similar  bailout  of  Indonesia  shot  down  by 
Congress  on  Nov.  13.  Asian  officials  then 
questioned  Washington's  leadership  in  a 
region  where  it  has  long  played  a  strong 
militaiy,  poUtical,  and  economic  role. 
"COCKTAIL  PARTY."  Yet  details  still  need 
to  be  worked  out,  and  the  ftind  may  not 
be  operational  in  time  to  rescue  South 
Korea.  A  worried  imf  is  ready  to  nego- 
tiate a  bailout.  But  South  Korean  ofiicials 
feai"  that  admitting  problems  could  cost 
them  in  national  elections.  "Our  hands 
are  tied  if  they  won't  invite  us  in," 
laments  an  imf  official.  "There's  a  lot  of 
macliismo  involved  here.  But  if  ther-e's  a 
crisis,  it'll  make  Thailand  and  Indonesia 
look  like  a  cocktail  party." 

Such  fears  prompted  the  Manila  ac- 
cord. For  the  CUnton  Administration, 
more  is  at  stake  than  reasserting  lead- 
ership in  the  Pacific.  Some  Wall 
Streeters  tliink  a  ftirther  economic  shde 
in  Asia  would  lead  some  countries  to 
dump  theii'  stash  of  U.  S.  treasury  notes. 
U.  S.  officials  also  worry  that  the  cur- 
rency contagion,  if  not  checked,  could 
spread  thi'oughout  the  U.  S.  backyard: 
Latin  America.  But  with  the  new  pact. 
President  Clinton  hopes  the  Asian  flu 
will  stay  mainly  on  the  other  side  of 
the  Pacific. 

By  Dean  Foust,  with  Mike  McNamee 
in  Washington,  Hugh  Filman  in  Mani- 
la, and  bureau  reports 


announced  measures  to  open 
arkets  and  relieve  pressure 
1.  Instead  of  continuing  his 
r's  policy  of  spending  billions 
the  won,  Lim  in  effect  let 
ly  float,  increasing  the  daily 
id  to  10%  from  the  previous 
also  broke  up  some  of  Ko- 
financial  controls  by  opening 
ite  bond  market  to  foreign 

g  decisions:  admitting  Korea 
epay  some  $70  billion  in 
debt  unless  foreign  lenders 
credits,  setting  up  a  Resolu- 
Corp.-style  agency  that  will 
50%  of  the  bad  loans  held  by 
merchant  banks  in  the  next 
s,  and  announcing  a  plan  to 
banks  take  over  weak  ones, 
question  now  is  whether  in- 
i  foreign  lenders  will  buy  in. 
ilready  spooked  by  the  won's 


collapse  and  the  protests  that  torpedoed 
a  financial  reform  bill  earher  in  the 
week.  The  early  signs  are  that  Lim's 
one-day  wonder  will  not  be  enough  to 
avoid  a  further  trampling  of  the  won 
and  a  deepening  of  the  crisis.  "With  Ko- 
rea's presidential  elections  only  a  month 
away,  it  will  be  difficult  for  the  govern- 
ment to  carry  out  reforans  at  a  satisfac- 
tory pace.  WTiat  it  needs  is  an  emer- 
gency injection  of  foreign  currency,  and 
the  IMF's  bailout  wiU  be  the  best  solu- 
tion," said  an  American  banker 
RECKLESS.  Analysts  think  IMF  interven- 
tion is  inevitable,  and  that  the  best  that 
Lim  can  hope  for  is  that  his  measures 
will  contain  the  crisis  until  after  the 
election.  Neither  the  government  party, 
nor  the  opposition  led  by  Kim  Dae 
Jung,  wants  to  ahenate  voters  by  call- 
ing in  the  imf  and  thus  humiliating  the 
nation.  Better  to  wait  until  after  the 
Dec.  18  election — and  better  to  save 


some  face  by  imposing  some  tough  mea- 
sures before  any  rescue  deal.  But  an- 
other run  on  the  won  could  force  the 
Koreans  to  caU  in  the  imf  within  days. 

The  IMF  will  probably  keep  Lim's  re- 
forms but  accelerate  the  shakeout.  The 
brokerage  industry  has  accumulated 
huge  losses  on  its  securities  portfolios. 
Merchant  banks  hold  some  $20  bilhon  in 
hard-currency  debt.  They  cannot  pay 
back  most  of  it,  since  a  risky  strategy 
to  score  big  in  emerging-market  debt 
backfired.  A  bigger  task  for  the  imf  will 
be  to  monitor  the  flow  of  new  loans  to 
the  chaebol,  which  have  borrowed  reck- 
lessly to  build  new  factories  that  face 
tougher  Asian  competition.  "Whether  it 
is  the  IMF  or  the  Federal  Resei"ve 
Board,  outside  help  is  the  only  way  out 
in  the  short  term,"  comments  Sohn  Bin, 
vice-president  of  Acts  Capital  Manage- 
ment. The  workout  of  Korea  has  begun. 

By  Moon  Ilhwan  in  Seoul 
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TOKYO  MAY  BE  GEHING 

THE  MESSAGE:  JUST  PULL  THE  PLUG 

It  let  one  big  bank  go  under,  and  a  dozen  others  could  follow 


public  money  toward  protecting  their 
depositors  and  stabilizing  healthier 
lenders.  Indeed,  hours  after  Hashimoto 
roiled  the  stock  market,  Bank  of  Japan 
Governor  Yasuo  Matsushita  said  he'd 
like  to  see  a  "broad-based  discussion"  of 
the  use  of  public  money. 

Japanese  banks  hope  the  government 
will  use  the  Takugin  bailout  as  a  model 
for  other  troubled  institutions.  But  m.any 


When  Hokkaido  Takushoku  Bank 
Ltd.,  one  of  Japan's  largest 
lenders,  found  itself  unable  to 
raise  cash  on  Nov.  17,  you  might  have 
expected  regulators  to  swoop  in  and 
bail  it  out.  Instead,  the  Bank  of  Japan 
stepped  aside  and  let  Takugin,  as  it  is 
commonly  known,  go  bust.  Many  in- 
vestors see  the  government's  willing- 
ness to  let  the  long  troubled  bank  col- 
lapse as  a  signal  that  Japan  is 
finally  getting  serious  about 
addressing  the  $800  billion  in 
bad  loans  in  its  banking  sys- 
tem before  its  economy  suf- 
fers even  more  harm. 

The    tougher  approach 
marks  a  sea  change  in  atti- 
tudes that  could  bring  about 
a  wholesale  restioicturing  of 
Japanese  finance.  Instead  of 
pressuring  stronger  competi- 
tors to  help  keep  badly  in- 
jui'ed  banks  ahve,  regulators 
may  now  simply  let  them  go 
under  if  they  can't  raise 
funds  on  the  markets.  As 
many  as  a  dozen  more  banks 
could  be  closed  before  the 
end  of  the  year  "if  the  Bank 
of  Japan  is  reallv  committed  l\yrArir>  ^WTMPQ 
to  attacking  the  [country's]  ^VIUULF  OWliNUO 
financial  problems,"  says  ing  The  pi'OSpect  of  a  reSCUe 
Baring   Securities   (Japan)  plan  sent  Stocks  soaring,  but 
Ltd.  analyst  Richard  Jeiram. 
Already,  write-offs  of  bad 
loans  are  moimting  so  rapidly  that  most 
major  lenders  are  expected  to  declare 
losses  in  the  fiscal  year  ending  Mar  31. 
Those  with  bigger  losses  could  suffer 
Takugin's  fate. 

LITTLE  CHOICE.  Speculation  over  how 
Japanese  authorities  will  confront  the 
banking  crisis  is  causing  violent  mood 
swings  on  the  Tokyo  stock  exchange 
(chart).  Reports  that  Prime  Minister 
Ryutaro  Hashimoto  might  be  willing  to 
pump  public  cash  into  a  bank  rescue 
program  caused  the  Nikkei  stock  aver- 
age to  shoot  up  11%  on  Nov.  17  and 
18,  only  to  fall  5%  a  day  later  when 
Hashimoto  claimed  he  had  been  mis- 
quoted. But  many  ol'servers  continue 
to  believe  that  if  they  at  e  going  to  let 
the  weakest  banks  fail,  the  government 
will  have  little  choice  but  to  put  some 
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are  reluctant  to  ad- 
mit they  might  need 
public  cash.  Loan 
losses  and  coiTOption 
scandals  have  dam- 
aged their  image  and 
standing.  Nonethe- 
less, some  senior 
bankers  seem  to  be 
willing  to  take  the  heat  if  that  brings 
about  necessary  reforms.  "It  is  now  nec- 
essaiy  to  inject  large  amounts  of  public 
funds  into  the  financial  system  and  to 
build  a  pubUc  consensus  for  doing  so," 
says  Hideo  Ishihai-a,  chairman  of  Gold- 
man Sachs  Japan  and  a  former  top  exec- 
utive at  Industrial  Bank  of  Japan  Ltd. 

It's  not  just  the  sagging  Nikkei  that 
is  pressuiing  bankers  and  regulators  to- 
ward a  shift  in  attitudes.  Corporate 


bankruptcies  have  reached  a  reel 
high,  just  when  Asia's  financial  w| 
threaten  to  leave  lenders  with  ui: 
$90  billion  in  new  losses.  And  Has! 
to's  Big  Bang  plan  to  liberalize 
cial  markets  starts  to  kick  in  next  yl 
stepping  up  competitive  pressuj( 
among  banks,  insurers,  and  securifl 
firms.  On  top  of  that,  the  sagging  st| 
market — down  59%  since  1989 — has  ( 
en  into  banks'  capital.  Salomon  Broth 
Inc.  beheves  that  if  Japanese  regi 
tors  became  as  strict  as  theii'  U.S.  coji- 
terparts  during  America's  banking  | 
dustry  clean-up  of  the  early  19£ 
Japan's  20  biggest  lenders  would  ni 
as  much  as  $80  billion  to  bring  th| 
capital  up  to  the  global  standards  set^' 
the  Bank  for  International  Settlemeri 
Bankers  and  analysts  expect  \p 
Japanese  to  cobble  together 
recovery  plan  reminiscenttf 
the  Resolution  Trust  Cor]| 
rescue  of  the  U.  S.  savirl 
and  loan  industry  in  the  ea 
1990s.  Over  the  past  t! 
years,  Japanese  regulatJ 
have  been  in  close  cont; 
with  their  counterparts  at  1 
U.S.  Office  of  Thrift  Super 
sion  and  Federal  Deposit 
surance  Corp.,  quizzing  th  ] 
by  fax  and  in  person.  E  i 
Japan's  rescue  probably  \  1 
be  carried  out  case  by  ca  -^1 
rather  than  as  a  wholesale 
sault,  as  was  the  case  ' 
America. 

The  Liberal  Democral 
Party  plans  in  December  I 
release  a  package  of  econoi 
ic  measures  aimed  at  thef 
nancial  system.  That 
raised  speculation  that  tl 
party  will  push  state  pensi| 
ftmds  into  buying  new  isst 
of  bank  pre-  feiTed  stock  i 
bolster  their  equity  bas 
Some  U.  S.  industry  sourc 
think  banks  could  also  gs 
liquidity  by  borrowing  frc  mcei 
the  Bank  of  Japan  or  t 
Federal  Reserve,  using  th( 
$60  billion  in  U.S.  Treasu 
secuiities  as  collateral. 
The  big  issue  now  is  whether  we; 
lenders  can  be  closed,  merged,  or  ot 
erwise  taken  care  of  before  investo  '^iit; 
get  jittery  again.  If  the  banking  indu 
try  can  be  restructured,  that  could  be 
poweiful  agent  of  gi'eater  efficiency  su 
economic  gi'owth. 

By  Emily  Thornton  and  Sebastic 
Moffet  in  Tokyo,  with  Kerry  Capell  at 
William.  Glasgall  in  New  York  ay 
Dean  Foust  in  Washington 
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COMMENTARY 


By  Bruce  Nussbaum 

ASIA'S  CRISIS:  THE  COLD  WAR'S  FINAL  LEGACY 


r 


The  cold  war's  legacy  dies  hard. 
It  lives  on  in  Asia,  where  finan- 
cial troubles  in  one  small  coun- 
try, Thailand,  have  unexpectedly 
spread  calamity  throughout  the  en- 
tire Pacific  Rim,  threatening  global 
prosperity.  Explanations  abound — 
excessive  lending,  competitive  deval 
uations,  weak  regulation,  poor  plan- 
ning. But  there  is  a  more 
fundamental  reason:  The 
command-and-control  soci- 
eties of  Asia,  designed  to 
foster  political  stability 
and  security  during  the 
cold  war,  are  failing  to 
manage  today's  fast-paced 
laissez-faire  economies. 
And  so  they're  being 
swept  away. 

In  essence,  what  is  hap- 
pening in  Asia  is  the 
dropping  of  the  other 
shoe.  The  fall  of  the 
Berlin  Wall  in  1989  had 
immediate  reverberations 
in  Europe.  Authoritarian 
societies  built  for  the  cold 
war  were  quickly  replaced 
by  more  democratic,  lais- 
sez-faire economies.  Now, 
it  is  Asia's  turn.  Going 
into  denial,  blaming  nefar- 
ious speculators,  or  be- 
coming paranoid  will  not 
change  one  fact — the  coM 
war  is  dead,  and  the  insti 
tutions  built  to  serve  it  no 
longer  work. 
OBSOLETE.  The  truth  is 
that  the  political  and  eco- 
nomic structures  now  in 
place  throughout  most  of 
Asia  are  obsolete.  Nur- 
tured in  the  '50s  and  '60s, 
they  were  mainly  de- 
signed to  consolidate  do- 
mestic power-  iind  quickly  raise  liv- 
ing standards  tv  subdue  domestic 
communist  insurgents  or  stiffen  re- 
sistance to  external  communist 
threats.  It  is  no  accident  that  gener- 
als continue  to  influence  the  poHtics 
of  Indonesia  and  Thailand  (and,  until 
recently,  Korea  and  Taiwan).  Such 
stroiijjme?;  have  been  supported  by 
massive  U.S.  military  assistance  for 
decades. 


Had  it  not  been  for  the  commu- 
nist threat,  Asia  might  be  very  dif- 
ferent today.  When  U.  S.  Occupation 
forces  led  by  General  Douglas 
MacArthur  entered  Japan,  the  goal 
was  to  democratize  and  decentralize 
society  to  prevent  a  recurrence  of 
militarism.  A  massive  land  reform 
created  a  broad,  new  class  of  farm- 


Douglas  MacArthur's  postwar 

Occupation  encouraged 
Japan's  mercantilist  model . . . 


ers.  Parallel  efforts  to  break  up  the 
prewar  zaibatsu  conglomerates  were 
begun  with  a  stringent  antitrust 
code  put  in  place. 

But  the  first  salvos  of  the  Korean 
War  reversed  the  priorities  of  the 
Americans  in  Japan.  It's  easy  to  for- 
get now  that  early  in  the  cold  war, 
Japan  played  a  crucial  role  as  a 
staging  ground  for  American  troops 
headed  for  the  Korean  front.  To  en- 


sure that  Japan  remained  a  loyal 
ally  and  that  the  political  left  woul; 
never  gain  power,  the  U.  S.  moved  • 
quickly  to  revive  the  Japanese  ecoij 
omy.  The  ambitious  plan  to  democ- 
ratize Japan  was  dropped,  and  the ' 
swift  restoration  of  Japan's  econom,; 
structure  became  top  priority.  That 
meant  huge  interlocking  conglomer 
ates,  bureaucrat-led  indusi 
trial  policies,  and  banks  of 
fering  cheap  credit  to 
selected  companies. 
FREE  REIN.  Japan's  revive 
corporations,  with  the 
blessing  of  the  Occupatioi 
authorities,  crushed  com- 
munist-led unions,  often 
using  Yakuza  thugs.  They 
provided  lush  campaign  fi 
nancing  for  the  pro-U.  S 
Liberal  Democratic  Party, 
which  has  dominated 
Japanese  politics  for  50 
years  and  has  given  the 
bureaucrats  free  rein  to 
run  the  economy.  The  Oc 
cupation  also  allowed  high 
tariffs  to  protect  weak  in- 
dustries. U.  S.  auto  mak 
ers,  which  had  been  big 
players  in  Japan  before 
the  war,  were  basically 
shut  out  to  protect  Toyota 
Motor  Corp.  and  Nissan 
Motor  Co.— all  with  the 
support  of  the  U.  S.  gov 
ernment.  Asia's  early  mer 
cantilism  carried  a  "made 
in-the-uSA"  label. 

A  similar  pattern  took 
place  in  Asia's  military- 
controlled  societies.  U.  S. 
military  missions  were  by 
far  the  largest  American 
presence  in  Asia,  including 
Japan,  through  the  '70s. 
Indonesia's  President  Suharto  came 
to  power  in  the  '60s  in  an  anticom- 
munist  bloodbath  that  left  half  a 
million  people  dead. 

With  Washington's  approval.  Gen- 
eral Suharto  installed  a  regime  that 
has  lasted  for  30  years.  Indonesia's 
economy  was  rebuilt  with  overseas 
Chinese  family  conglomerates  pro- 
viding the  investment,  jobs,  taxes, 
and  campaign  financing  for  the 


54  BUSINESS  WEEK  /  DECEMBER  1,  1997 


Do  you  have  to  choose  between  the 
convenience  of  an  automatic 
transmission  and  the 
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frame  improve  ride  and 
handling  characteristics  7 
Can  this  help  us  reach  a 
high  level  of  perfonnance? 
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vast  Suharto  political  machine. 

Mihtary  rule  buttressed  by  Chi- 
nese conglomerates  also  prevailed  in 
Thailand,  while  in  Taiwan,  the 
Kuomintang  ruled  under  General 
Chiang  Kai-shek  with  enormous  help 
from  U.  S.  armed  forces.  Ditto  for 
South  Korea,  where  the  military 
nurtured  homegrown  conglomerates, 
which,  in  turn,  nurtured  the  military 
government. 

For  nearly  30  years,  this  arrange- 
ment worked  well  for  both  sides. 
First  Japan  and  then  the  rest  of 
Asia  adapted  the  region's  high  sav- 
ings rates,  strong  work  ethic,  and 
enormous  labor  supply  to 
the  mercantile  economic 
model.  Growth  rates 
soared,  poverty  was  cut 
sharply,  and  a  huge  mid- 
dle class  arose  for  the 
fii'st  time  in  Asian  history. 
The  U.  S.  secured  strong 
allies  in  the  region  and 
got  cheap  products  as 
well.  Of  course,  trade  dis- 
putes erupted  in  the 
1980s,  when  cars  and  con- 
sumer electronics  replaced 
toys  and  apparel  as 
Japan's  top  exports  to  the 
U.  S.  By  then,  Japan  and 
its  Asian  neighbors  had 
grown  into  strong  com- 
petitors in  world  markets, 
including  the  domestic 
American  market. 

Yet  this  American-in- 
spired policy  also  nur- 
tured a  corrosive  brand 
of  crony  capitalism  that 
did  tremendous  damage 
to  the  region.  Huge  con- 
glomerates with  intimate 
ties  to  politicians  used 
cheap  credit  to  invest  in 
everything  from  big  ships 
to  semiconductor  chips. 
Markets  didn't  determine 
the  direction  of  invest- 
ments— bureaucrats  and 
politicians  did. 
CHEAP  MONEY.  These  anti- 
quated cold-wa.'  structures  should 
have  changed  years  ago.  Yet  global 
investors,  dazzled  by  Asia's  achieve- 
ments, kept  this  defective  rnodel 
alive.  The  global  capital  markets 
sent  hundreds  of  billions  of  dollars 
iT^o  Asia  from  1986  to  1996,  provid- 
ing iocal  banks  with  even  more 
funds  to  lend  out  on  incredibly  easy 
terms.  Armed  vdth  cheap  money, 
Japarteso  corporations  fled  their 


high-priced  and  overregulated  do- 
mestic market  and  opened  factories 
all  over  Asia.  Chinese  family  con- 
glomerates, Korean  chaebol,  and 
Malay  businesspeople  vdth  good  po- 
litical connections  built  an  enormous  ' 
overcapacity  that  now  haunts  them. 
BiUions  went  into  property  specula- 
tion and  pubhc- works  projects  that 
made  little  economic — though  lots  of 
political— sense. 

Asia's  traditional  strengths  of 
cheap  land  and  plentiful,  cheap  labor 
also  helped  keep  the  system  going 
by  fueling  a  boom  in  mass  manufac- 
turing. Today's  markets,  however. 


. . .  but  open  markets  and 
democracy  are  what  Asian 
countries  need  today 


demand  flexible,  fast  production 
everywhere,  all  the  time.  American 
and  European  purchasers  of  goods 
want  manufacturers  to  design  new 
products,  deliver  them  just  in  time, 
and  manage  inventory  and  quality 
control.  The  plodding  Asian  con- 
glomerates are  now  up  against  a 
wall.  They  cannot  meet  these  new 
demands  for  nimble  manufacturing, 
and  they  cannot  lower  costs  enough 


to  beat  the  Chinese,  who  are  flood- 
ing the  world  vdth  low-priced  goods 
Even  many  of  Japan's  corporations 
are  losing  competitiveness. 

Asia's  political  systems  can't  movt 
fast  enough,  either.  Paralysis  has  af- 
flicted Japan  for  seven  long  years 
because  bureaucrats  wall  not  allow 
the  market  to  solve  the  nation's 
banking  crisis.  Only  now  are  they 
permitting  one  bank  to  fold  because 
of  bad  loans  left  from  the  bubble 
economy  of  the  '80s.  Nearly  a 
decade  of  scant  economic  growth  is 
a  high  price  to  pay  for  a  command- 
and-control  society.  But  it  is  one  the 
rest  of  Asia  will  pay  if  it 
does  not  resolve  its  bank- 
ing crisis  by  depoHticizing 
the  financial  system.  Thai- 
land is  suffering,  and  Ko- 
rea is  in  trouble,  viath  the 
won  sinking  like  a  stone 
as  politicians  dither. 
SECOND  CHANCE.  The 
U.  S.,  which  played  so 
large  a  role  in  reconstruct 
ing  Asia  after  World  War 
II,  should  not  shrink  from 
playing  a  major  role  now. 
That  does  not  mean  that 
Treasury  Secretary 
Robert  E.  Rubin  should 
propose  some  kind  of  up- 
dated Marshall  Plan.  The 
conditions  of  the  cold  war 
no  longer  prevail,  and  it  is 
neither  possible  nor  even 
desirable  for  America  to 
try  and  remake  Asia.  Asia 
is  too  rich  and  too  inde- 
pendent for  that.  Asians 
must  transform  their  own 
political  and  economic  sys- 
tems to  compete  in  the 
21st  century  arena  of 
global  capitalism. 

But  America  can  help. 
Its  odd  reluctance  to  play 
a  strong  economic  role  in 
the  current  Asian  financial 
crisis,  thanks  in  large  part 
to  a  parochial  Congress, 
hurts  both  Asia  and  Amer- 
ica. The  financial  shocks  of  1997  have 
given  America  and  its  Asian  allies  a 
second  chance  to  create  democratic, 
laissez-faire  societies  across  the  Pa- 
cific Rim.  It's  time  to  move  beyond 
the  old  rules  of  Asia's  cold-war  eco- 
nomics and  invent  a  new  approach 
to  generating  prosperity. 


Nussbaum  is  business  week's 
editorial  page  editor. 
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SAVIN'S  GOING  10  WIN  YOU  OVER  WriH 
DOCUMENT  HANDLING  SOLimONS  THAT  BRIDGE  THE 
GAP  BEIWEEN  ANALOG  AND  DIGIIAL  SVSIEMS. 


How  do  you  span  the  distance  between  yesterdays  office 
technology  and  tomorrows?  At  Savin  we  do  it  by  making  sure  you 
have  the  smart,  innovative  products  you  need  today. 

Like  high-speed,  high-volume  digital  imaging  systems  that  function 
as  both  stand-alone  copiers  or  networked  printers.  And  digital  full  color 
imaging  systems  that  edit  and  print  documents  from  hard  copy  , 

or  images  and  text  sent  directly  from  your  computer.  — 
For  the  solutions  that  take  you  where  you  want  to  go, 
backed  by  the  dedicated  people  and  service  you  deser\'e, 
contact  us  at  1-800-234-1900  or  www.saxdn.com. 


sai/in 

WE'RE  GOING  TO  WIN  YOU  OVER 


® 


SAVIN  CORPORATION,  333  LUDLOW  ST  ,  STAMFORD,  CT  O6904 


How  can  Asia  rebound 
from  the  crisis?  A  new, 
m  '  6  focused  breed  of 
com^  any  may  lead  the  way 
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Ihe  Year  of  the  Meltdown  has  left  most  East  Asian 
executives  in  a  state  of  numbness  or  desperation.  But 
Morris  Chang  has  other  things  on  his  mind  besides 
the  region's  crashing  stock  and  currency  markets.  At 
Chang's  Taiwan  Semiconductor  Manufacturing  Co., 
the  world's  biggest  contract  manufacturer  of  semi- 
ors,  the  main  obsession  is  with  leading  the  next  rev- 
in  chipmaking. 

e  the  labs  at  tsmc's  vast  complex  at  Hsinchu  Sei- 
zed Industrial  Pai-k  in  Taiwan,  tsmc  is  investing  heav- 
repare  for  the  day  when  all  sorts  of  functions,  from 
r  to  microprocessing,  will  be  crammed  onto  single 
)f  silicon.  Over  the  next  decade,  Chang  plans  to  spend 
boggling  $20  billion  on  new  capacity, 
idering  the  corporate  carnage  stretching  fi'om  Jakar- 
■Oul,  one  might  suspect  that  tsmc  has  a  touch  of  irra- 
xuberance.  But  tsmc's  busi- 

making  specialty  chips  for 
/alley  has  i-arely  been  better, 
ar,  it  expects  to  earn  nearly 
llion  on  sales  of  $1.5  billion. 
IS  KING."  A  sharp  divide  is 
g  within  Corporate  Asia.  No 
y  will  completely  escape  the 

of  plunging  asset  values, 

consumption,  and  skyi'ock- 
terest  rates.  Many  may  nev- 
1  enjoy  the  rich  earnings  of 
m  years,  when  high  econom- 
th  made  every  manager  look 
But  some  companies,  such 
!,  Hong  Kong's  tal  Apparel, 
iwan's  First  International 
ter,  are  still  thriving — and 
/entually  usher  in  a  new  era 

fortune  in  the  region.  That's 

even  before  the  crisis,  they 
dapting  to  the  demands  of 
3al  economy. 

rs  are  riding  out  the  typhoon 
!  of  pindent  management,  a 
in  many  Asian  boardrooms 
ast  years  of  the  boom.  Com- 
such  as  South  Korea's  Pohang  Ii'on  &  Steel  Co.  and 
)re  Airhnes  kept  theii'  debts  manageable,  then'  oper- 
ean,  and  their  businesses  focused.  Still  others  vdsely 
their  wallets.  "In  times  Uke  this,  cash  is  king,"  says 
)ng  Resorts  International  Managing  Director  Payson 
ho  can  now  use  his  $400  milUon  in  cash  to  expand  his 
chain  of  five  luxury  hotels. 

As  the  well-managed  com- 
panies pull  ahead  of  rivals 
that  diversified  unwisely, 
overbuilt  capacity,  and  bor- 
rowed recklessly,  some  bene- 
fits may  emerge.  This  year's 
financial  shock  could  prove  to 


be  the  "watershed  event"  that  for-ces  East  Asian  companies  to 
take  a  sounder,  more  sustainable  coui'se,  says  Victor  K.  Fung, 
chairman  of  Hong  Kong-based  Prudential  Asia  Capital  Ltd. 
"You  could  see  the  changes  in  Asian  management  already 
coming,  but  this  crisis  will  initiate  veiy  rapid  change,"  Fung 
says.  "[Othei-wise,]  if  things  fall  in  slow  motion,  like  they 
have  in  Japan  over  the  last  eight  years,  what  we'd  get  is  pro- 
longed agony." 


As  asset  values  shrink, 
the  traditional  Asian  fixation 
on  property  as  a  means  of 
amassing  wealth  could  even- 
tually give  way  to  a  focus 
on  assessing  new  business- 
es in  terms  of  cash  flow  and 
profits,  as  in  the  West.  Thie 


SQUEEZED  IN  CHINA 

Strategic  adds  flashy 
new  features  to  its  bike 
helmets  but  can't 
charge  more  for  them 


KONG  CUT 


Lee  keeps  finding 
^ays  to  shave  costs 
;ss  shirts  made  for 
rii  and  J.C.  Penney 


new  era  of  deflation  and  supply  gluts  means  that  Asia's 
captains  of  industry  will  seek  their  fortunes  more  in  services 
and  information  technology  than  in  export-driven,  low-tech 
manufacturing. 

The  financial  shock  also  could  spell  the  end  to  the  acquisi- 
tion and  investment  binge  of  the  jack-of-all-trades  conglom- 
erates. With  positions  in  eveiything  fi-om  telecommunica- 
tions to  toll  roads,  their  strategy  has  been  to  snap  up  any 
business  that  could  floiuish  in  Asia's  loish  to  modernization,  or 
start  one  from  scratch.  But  now  few  can  afford  to  grab 
every  cellular  phone  franchise,  shopping  mall,  and  broadcast 
Hcense  that  comes  along. 

The  first  signs  of  this  strategic  shift  are  appearing.  On  Nov. 
10,  Coca-Cola  Co.  took  over  South  Korea's  biggest  Coke  bot- 


\ 
} 
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tling  operation  from  the  Doosan  Group  for  $430  million.  And 
Thailand's  $7  billion  Charoen  Pokphand  Group,  whose  tenta- 
cles reach  into  agiibusiness,  telecommunications,  retail,  and 
motorcycles,  plans  to  merge  its  pay-TV  operations  with  those 
of  Shinawatra  Computer  &  Communications  plc.  cp  Group 
also  wants  to  exit  its  oil  and  gas  ventures  in  China  and 
Thailand. 

One  factor  forcing  change  is  the  disappearance  of  easy 
money,  the  ready  capital  that  fueled  the  rise  of  Asia's  ill-fo- 
cused conglomerates. 
From  1986  to  1996, 
annual  investment  in 
the  region's  factories, 
real  estate,  and  public  works  quadnipled,  reaching  almost  a 
trillion  dollars  last  year.  Now  Asian  companies  looking  for 
credit  must  expect  to  pay  stiff  risk  premiimis  imtil  lender's  are 
confident  that  the  money  won't  be  frittered  away  or  that  an- 
other currency  crisis  won't  destroy  a  debtor's  ability  to  repay. 
"It's  quite  clear  that  access  to  capital  markets  will  be  veiy 
limited"  for  Asian  companies,  says 
HSBC  Investment  Bank  Asia  Chaii-- 
man  Kevin  A.  Westley. 

The  coming  consolidation  is  like- 
ly to  spur  the  rise  of  a  newer 
breed  of  Asian  company — one  that 
is  smaller  but  more  focused.  Its 
forenmners  are  found  among  ex- 
porters that  already  have  adjusted 
to  the  new  inles  of  the  global  mai-- 
ketplace.  Even  before  the  melt- 
down, global  forces  had  steadily 
undeiTTiined  East  Asia's  traditional 
strengths  of  cheap  labor,  land,  and 
engineers. 

On  top  of  all  this,  U.  S.  cus- 
tomers, from  the  big  retail  chains 
to  the  computer  giants,  have  gotten 
much  more  demanding.  They  ex- 
pect suppliers  not  only  to  design 
products  and  meet  just-in-time  de- 
livery schedules  but  also  to  assume 
the  responsibility  for  and  cost  of 
managing  inventory,  quality  con- 
trol, and  shipping  to  the  final  cus- 
tomer. "Manufactiuing  is  no  longer 


TOUGH  TAIWANESE 


Ming's  First 
International 
ships  PCs  directly 
to  Compaq  dealers 
and  customers 


ASIA:  WHAT  COMPANIES  MUST  DO 


GET  FOCUSED 


Enterprises  need  to  abandon  the  favored  prac- 
tice of  diversifying  into  a  broad  range  of  new 
industries.  They  should  stay  with  a  few  core  sec 
tors  and  sell  off  the  rest. 


BUY  WISELY 


Companies  can  augment  core  strengths  mth 
timely  deals.  But  they  should  wait  until  prices 
hit  bottom  and  rivals  are  forced  to  sell. 


SERVE  THE  CUSTOMER 


Instead  of  relying  only  on  cheap  labor,  manufac- 
turers must  improve  logistics,  design,  and  inven- 
tory management. 


TEAM  UP 


Strong  foreign  and  local  partners  can  make  the 
business  more  globally  competitive. 

DATA:  BUSINESS  WEEK 


a  game  of  low  tech  and  puttin; 
cinder-block  factories  in  the  juni 
says  Andersen  Consulting  sup| 
chain  expert  Russell  Craig. 

This  new  environment  is  b: 
To  satisfy  American  buyers 
gic  Sports  Ltd.'s  helmet  facto: 
Jiangmen,  China,  keeps  adding 
pensive  new  bells  and  whistles 
sors,  new  foams,  bright  met 
paints,  fancier  packaging.  The 
qatred  delivery  time  to  the  U.  S, 
shrunk  from  two  months  to  as 
as  15  days.  Yet  the  price  the 
pany  gets  has  dropped  in  half  in 
past  five  years,  to  around  $4. 

None  of  this  is  news  to  tal 
parcel  Ltd.,  one  of  the  world's  bigi 
makers  of  dress  shirts  for  labels 
eluding  Calvin  Klein,  Giorgio 
mani,  and  L.  L.  Bean,  tal  Ma: 
ing  Director  Har-ry  N.  S.  Lee  fao 
seemingly  impossible  task:  mai 
money  when  the  prices  of  his 
ments  stay  the  same  but  his  c 
are  rising.  The  list  price  of  a  m 
cotton-polyester  shirt  he  makes 
J.  C.  Penney  Co.,  for  example, 
remained  at  $24.50  for  a  decade. 

So  each  year,  Lee  has  to  sh 
another  5%  off  the  cost  of  geti 
that  shirt  to  the  retail  shelf.  Lo' 
ing  production  costs  won't  work 
cause  shirt-sewing  has  defied 
tomation  and  wages  can't  get  much  lower  than  the  $1  a 
he  pays  in  China.  But  he  has  saved  Penney  a  bundle 
cutting  the  lead  time  for  order-placing  from  as  much  as 
months  to  as  little  as  four  weeks. 

FILIPINO  TRAINING  GROUND.  TAL  has  also  taken  on  respo: 
bility  for  managing  the  retailer's  dress-shirt  inventory 
hooking  up  to  Penney's  data  network.  That  way  tal 
monitor  sales  of  its  shirts  at  each  U.  S.  store.  It  now  delivi 
shirts  from  its  Hong  Kong  warehouse  du-ectly  to  every 
ney  location  in  the  U.  S.  And 
particular  size  or  color  is 
low  at  that  store,  tal  can  w' 
replacements  in  as  little  as  f( 
hours  at  a  factory  in  Taiwan, 
they  buy  from  us,  they  can  sleep 
night,"  Lee  explains. 

Providing  such  sophisticat 
service  is  an  enormous  challen 
for  Asian  companies.  In  electroni 
for  example,  this  new  model  is  f; 
becoming  a  fact  of  life.  Big  co 
panies  such  as  Hewlett-Packaj 
Dell  Computer,  Ericsson,  and  Cis 
Systems,  which  outsource  the  rm 
ufacturing  of  everything  from  p 
and  printers  to  networking  equ 
ment,  insist  that  suppliers  have  f; 
tories  and  logistical  support  in  t 
U.  S.,  Europe,  and  Latin  Amerii 
as  well  as  Asia. 

The  growing  emphasis  on  swi 
timely  delivery  gives  the  horn 
court  advantage  to  huge  U. 
based  manufacturers  such  as  Fie 
tronics  International,  Solectron,  ai 
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Cross  the  Potomac,  and  you'll  find  yourself  in  an  investor's  paradise.  A  community  of  1600  information 
technology  companies  served  by  three  major  airports,  fueled  by  university  research  and  bolstered  by  the  largest 
single  consumer  of  information  technology,  the  federal  government.  A  climate  that  created  the  Internet  and 
forged  the  likes  of  PSINet,  UUNet,  Cybercash,  Globalink  and  other  financial  successes.  If  you're  looking  for 
opportunity,  you've  come  to  the  right  place:  Fairfax  County,  Virginia.  Call  703-790-0600  or  visit  our  web  site. 


MRFAX  COUNTY,  VIRGINIA.  HOME  OF  THE  1998  WORLD  CONGRESS  ON  INFORMATION  TECHNOLOGY. 


www.fairfaxcountyeda.org 


SCI  Systems,  a  $5.7  billion  giant  based  in  Huntsville,  Ala.,  that 
has  24  factories  in  10  countries.  "Asia  is  losing  its  relative 
competitiveness,"  says  sci  Chairman  Olin  King.  "Much  of 
the  stuff  that  was  outsourced  there  now  is  coming  back  to  the 
U.  S.  or  Mexico." 

Yet  Asia's  leading  contract  manufacturers  have  no  intention 
of  rolling  over.  Take  Taiwan's  First  International  Computer 
Inc.,  one  of  the  world's  biggest  makers  of  personal  computers 


CATHAY  PACIFIC /HONG  KONG 

HEADWINDS  ALL  THE  WAY 


NEW  FLIGHT  PLAN 


To  get  its  tourist 
traffic  back  up, 
Cathay  is  offering 
huge  discounts 


After  years  of  high 
growth,  Cathay  Pa- 
cific Airways  Ltd.  is 
stiTJggling  to  maintain  al 
titude.  A  dramatic  drop 
in  tourist  traffic — espe- 
cially a  60%  fall  in  ar- 
rivals from  Japan  since 
midyear — has  scored  a  direct  hit  on 
some  of  the  carrier's  best  routes. 
Weak  cuiTencies  elsewhere  are  giv- 
ing rivals  a  big  edge.  Cathay's  share 
price  is  off  60%  since  July.  "It  is 
without  doubt  one  of  the  toughest 
periods  we  have  faced  for  many 
years,"  Managing  Director  David 
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TuiTibull  recently  told  his  employees. 

Cathay's  aggr'^-sive  campaign  to 
refashion  itself  is  leading  it  into  unfa- 
miliar skies.  The  carrier  is  stressing 
once  rare  discounts.  Two  round  trips 
from  New  York  or  Los  Angeles,  plus 
five  nights  in  a  Hong  Kong  hotel, 
com<?  to  $999.  Managers  squeeze 
costt  en  everything  fr-om  toothpicks 
to  jet  fuel,  uhich  runs  the  airline 
$650  miUion  a  year.  Business-class 
passengers  on  the  hop  to  Taipei  now 


get  noodles  instead  of 
fancy  cold  cuts. 

Cathay's  move  to  the 
dazzling  new  Chek  Lap 
Kok  airport,  scheduled 
for  next  April,  now  looks 
like  another  burden. 
Landing  charges  vrill  be 
among  the  highest  in  Asia.  "Cathay 
wiW  be  hurt  the  most  because  it  is 
based  in  Hong  Kong,"  says  Zayong 
Koo,  an  analyst  at  Kleinwort  Benson 
Securities  (Asia)  Ltd.  Net  profit  fell 
35%  in  the  fii-st  half,  to  $138  million, 
and  analysts  say  it  will  get  worse  be- 
fore it  gets  better. 

"GROW  OR  WITHER."  Cathay  must  still 
find  new  business.  Over  the  next  year 
or  so  it  will  take  dehvery  of  13  jets 
from  Boeing  Co.  and  Airbus  Indus- 
trie. It  will  fly  these  planes  in  the 
transpacific  market  on  its  recently  es- 
tablished routes  to  New  York  and  Los 
Angeles  and  a  new  one  to  Chicago. 
It's  mulHng  ties  vrith  a  global  group 
such  as  the  Star  Alliance,  which  in- 
cludes United  Airiines,  Thai  Aii-ways, 
and  Lufthansa.  "You  grow  or  you 
wither,"  says  Antony  Tyler,  Cathay's 
corporate  development  director.  "We 
have  no  intention  of  vrithering." 
By  Mark  L.  Clifford  in  Hong  Kong 


and  components.  To  produce  its  low-end  PCs  for  Co 
Computer  Corp.,  Fic  set  up  an  assembly  plant  in  Au 
Tex.,  three  years  ago.  It  also  is  building  plants  in  Brazil 
the  Czech  Republic.  In  addition,  fic  delivers  the  fini 
PCS  to  consumers  and  dealers  dii'ectly.  Assuming  such  d 
"is  a  big  burden  and  challenge  for  Taiwan  manufacturers," 
mits  Chairman  Ming  Chien.  "But  we  have  the  ability  t 
it."  After  a  rough  1996,  fic  has  boosted  profits  80%  thr 

  September  of  this  year. 

Even  Asian  manufacturers  that  d 
export  can  no  longer  escape  this  rev 
tion.  Many  managers  in  the  Philippi 
who  were  put  through  the  vvringe 
economic  stagnation  and  free-market 
forms,  are  among  the  best  prepare 
Southeast  Asia.  "All  of  our  [dome 
customers  ai'e  requesting  just-in-time 
hveiy,"  says  General  Manager  Glo  Ti 
son  of  Tiongson  Industries  Inc.,  a 
lion  maker  of  tin  cans  for,  among  oth 
Royal  Dutch/Shell  Group  and  Caltex 
As  the  new  business  models  spr 
through  the  region,  investment  ban 
hope  to  see  a  fluny  of  cross-border  d 
with  companies  building  up  regi 
strengths  in  sectors  such  as  telecomr 
nications  and  chemicals.  Government  f 
cies  are  making  such  consolidation  pi 
sible.  Several  years  ago,  for  exam] 
the  governments  of  six  Southeast  As 
nations  pledged  to  slash  duties  on  m 
goods  traded  within  the  region  to  5% 
less.  And  partly  because  of  commitme 
to  the  Intemational  Monetary  Fund 
recent  months,  Indonesia  and  Thail 
have  sharply  reduced  legal  obstacles 
foreign  ownership  of  banks  and  ot 
businesses. 

OBSOLETE  STRATEGIES.  To  be  sure,  so 
big  companies  will  resist  the  trend 
slim  down:  The  prospect  of  a  loss  of  f 
is  still  too  devastating.  Thailand's  Si 
Cement  Group,  for  example,  has  inc 
huge  foreign  currency  losses  and  n 
the  risk  of  defaulting  on  some  of  its  $ 
billion  in  debt.  Creditors  would  love 
see  Siam  sell  off  some  of  its  abundant 
sets,  which  include  steel  and  petroch 
ical  plants  and  real  estate,  or  at  le 
bring  foreign  partners  into  its  core  b 
nesses.  But  Bhanimias  Srisukh,  mana 
director  of  Siam's  steel-trading  divisi 
says  there  are  no  plans  to  bring  in  f 
eign  shareholders  at  its  inefficient  st 
mills. 

Yet  it  would  not  take  much  for  e 
the  most  stubboiTi  executives  in  Asia 
see  that  many  of  the  strategies  t 
worked  during  the  miracle  years  are 
coming  obsolete — and  that  clinging 
them  could  just  mean  more  disaste 
Fortunately,  East  Asia  does  have  exe 
fives  who  already  are  demonstrati 
what  must  be  done.  The  old  Asian  m 
el  of  prosperity  is  dying.  A  new  one  is 
ready  emerging  to  replace  it. 

By  Pete  Engardio  in  Hong  Kong, 
Jonathan  Moore  in  Taipei,  Micfmel  S 
in  Bangkok,  and  btireau  reports 
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'THE  STRONG 

WILL  GROW  STRONGER' 

For  multinationals  betting  on  Asia's  long-term  growth,  the  crisis  is  an  opportunity 


chines 


Special  fjeport 


!  sushita  Electric  Industrial  Co.  was  like  many  multi- 
I  nationals  when  it  plunged  into  Thailand  years  ago. 
The  hope  was  that  a  growing  middle  class  would 
I  snap  up  appliances  from  refiigerators  to  wasliing  ma- 
But  with  this  year's  currency  crisis,  high  interest 
I'ates,  and  slowing  gi-owth,  Matsushita  is  getting  a  dose  of  the 
new  Asian  reality.  Thai  sales  have  dropped  by  a  third,  and 

the  company  is  re- 
assessing its  regional 
strategy. 

Halfway  aci'oss  the 

globe,  Swedish-Swis.-.  power  and  engineering  giant  abb  has 
seen  Asia's  crisis  and  likes  its  potential.  Convinced  it  can  tum 
out  transformers,  power  plant  boilers,  and  the  like  for  a 
fraction  of  their  European  cost,  abb  is  cutting  10,000  jobs  in 
the  West  and  beefing  up  in  Asia.  "Many  people  are  still  veiy 
confused  about  the  Asian  situation,  but  we  see  major  oppor- 
tunities," says  CEO  Goran  Lindahl. 

Four  months  into  the  Asian  financial  crisis,  multinationals 
are  taking  stock  of  what  lies  ahead  for  what  was  once  the 
world's  hottest  gi'owth  market.  Clearly,  some  of  the  old  max- 
ims that  governed  making  money  in  Asia  for  the  last  decade 


are  in  question.  The  millions 
ly  minted  middle-class  Indonesi; 
Thais  and  others  who  were  to 
vour  Western  consumer  goods 
suddenly  less  able  to  afford  th^ 
Sales  of  evei-ything  from  Nike 
ers  to  Toyota  sedans  have  slo 
Huge  projects  that  were  to  have 
erated  billions  for  construction  o 
panies  and  suppliers  are  on  h 
thanks  to  goveniment  austerity  plans. 

But  at  the  same  time,  crisis  is  opportunity.  With  assl 
suddenly  cheap,  slirewd  executives  are  seeing  the  chance; 
snap  them  up.  Companies  with  brand  recognition 
to  emerge  even  stronger  as  upstaits  fall  by  the  wayside, 
cmrencies  worth  up  to  40%  less,  the  Tigers  again  look  like 
low-cost  export  bases  they  were  a  decade  ago.  "The  buck  \ 
buy  you  a  hell  of  a  lot  more  baht,"  says  Andrew  Freris,  ht 
of  Asia  research  for  Bank  of  America  in  Hong  Kong. 

Optimists  betting  on  Asia's  long-term  growth  aren't  shyi 
away  from  new  commitments.  In  recent  weeks,  Germ 
chemical  and  drag  goliath  Bayer  annoimced  a  $2.:34  bilhon 
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Foreign  conglomerates  see  a  chance  to  snap  up  newly 
cheap  assets  and  drive  hard  bargains 


Special  Report 


vestment  in  Asia  over  10  years,  Coca-Cola  Co.  bought  a 
South  Korean  botthng  plant  for  $432  million,  and  Motorola 
Inc.  said  it  would  build  a  $90  million  two-way-radio  plant  in 
China.  Honeywell  Inc.,  whose  operations  ai'e  mainly  in  China, 
is  looking  for  acquisitions  in  suddenly  cheap  Southeast  Asia. 
"We  will  pmdently  continue  to  invest  thi'ough  this  period," 
says  Scott  M.  Clements,  director  of  investor  relations. 
Detroit's  carmakers,  latecomers  to  the  Southeast  Asia 

party,  have  sunk  bil- 
lions of  dollars  into 
Asian  plants.  While 
jolted  by  the  decline, 
they  remain  convinced  that  the  middle  class  will  still  buy 
when  bad  times  are  over.  Ford  Motor  Co.  intends  to  begin 
making  pickup  trucks  by  June,  1998,  at  its  joint-venture 
plant  in  Thailand.  But  it  will  ramp  up  production  more 
slowly  than  planned  and  won't  hire  a  second  shift  until 
Thailand's  economy  recovers.  "We're  pressing  ahead  with  oiu- 
investments  in  Asia,"  says  Ford  Motor  Chairman  Alexander 
J.  Ti'otman. 

Similarly,  General  Motors  Corp.  will  continue  with  its  plans 
but  scale  down  expectations,  gm  Chainnan  John  F.  Smith  Jr. 
still  wants  to  make  cai*s  in  Thailand  staiting  in  1999,  but  he  is 
considering  a  lower-priced  car  for  a  soft  market.  Chi-ysler 
Coi-p.,  meanwhile,  which  contracts 
out  its  Jeep  Cherokee  production 
in  Thailand,  is  renegotiating  its 
terms  in  hopes  of  taking  control  of 
assembly. 

PROTECTIONISM.  Japan's  goliaths, 
faced  with  slumping  sales,  now 
want  to  count  even  more  on  South- 
east Asia  as  an  export  base.  Honda 
Motor  Co.,  after  selling  cars  ti- 
Thais  only  for  decades,  is  shipping 
to  Bmnei  and  Singapore  and  wants 
to  sell  Thai-made  cai"s  in  the  Middle 
East  as  well.  "This  experience  in 
Asia  has  given  Japanese  firms  a 
valuable  o])portunity  to  pause  and 
rethink  theii'  futwe  investment  j)ol- 
icy,"  says  Toyoo  Gyohten,  senior 
adviser  to  the  Bank  of  Tokyo-Mit 
subishi.  Japanese  companies  will 
not  simply  base  investment  deci- 
sions on  "the  illusion  of  a  large 
market  based  on  the  number  of 
people  living  there." 

Indeed,  austerity  measures  across 
the  region  are  causing  suppliers  of  big  infi*astriicture  projects 
to  lose  sleep.  Wisconsin-based  agiicultiu'al  and  constniction 
equipment  maker  L  a.-e  Coi-]j.,  which  relies  on  Asia  for  8%  of 
its  sales,  had  planned  to  double  revenues  in  Asia  this  yeai".  "It 
won't  be  anywhere  near  the  level  we  were  expecting,"  says 
Ted  R.  French,  CFO  and  president  of  Case's  financial  services 
unit.  "I'm  not  optimistic  we'll  get  a  turnaround  soon.  It  may 
take  a  couple  of  years." 

A  growing  move  to  protect  markets  is  also  a  worry.  Mat- 
sushita, for  example  may  need  to  rethink  its  Southeast  Asia 
strategy.  The  company  has  a  network  of  factories  in  the  re- 
gion that  are  supposed  to  supply  parts  to  assembly  plants  in 
neighboring  countries  as  trade  barriers  are  eliminated  by 
2005.  But  in  October,  Malaysia  raised  import  tariffs  by  5%  on 


a  wide  variety  of  household  goods  from  floor  polish  to  i 
processors,  causing  Matsushita  execs  to  woiTy  that  pro 
tionism  will  undennine  their  plan. 

Yet  many  multinationals  feel  their  stronger  positions 
deeper  pockets  will  allow  them  to  roll  over  weaker  ri 
Holiday  Hospitality,  which  operates  Holiday  Inns,  plan 
spend  more  than  $100  million  on  Asian  expansion  over 
years.  Ravichandra  K.  Saligi'am,  president  for  Holiday 
pitality  in  Asia,  says  better  management  will  allow  Holi, 
Inn  to  stay  ahead  even  as  revenues  slow.  "The  next  y 
won't  be  for  the  timid,"  he  says. 

Some  computer  makers  see  that  advantage  as  well.  C' 
paq  Computer  Corp.  is  doubling  its  sales  force  for  m; 
frames  this  year,  even  though  the  company  believes  it 
take  a  year  longer  to  reach  eariier  sales  projections.  "Thi 
the  time  when  the  strong  will  grow  stronger.  It's  a  real 
portunity  for  us  to  get  ahead  of 
some  of  the  weaker  players,"  says 
Paul  Chan,  the  head  of  Compaq's  Japan's  autO  giai 
Asia-Pacific  operations.  Dell  Com-  . 
puter  Corp.  and  Hewlett-Packard  ROW  VieW  Asia  aS 
Co.  are  also  sending  out  more  an  even  lower-CO 
salespeople. 

The  sales  blitz  isn't  limited  to  base  lOF  exportS 


STAYING  PUT 


electronics.  Avon  Products  Inc.,  which  relies  on  Asia  for  1( 
of  its  revenues,  suffered  a  $2  million  net  blow  to  profits 
the  last  quarter.  In  response,  it's  trying  to  woo  sales  wi 
Happy  Customers  Offei's  of  two  items  for  the  price  of  ori 

Above  all,  multinationals  are  hoping  that  Asians  ai"e  learil' 
ing  from  the  crisis  and  are  taking  measures  to  fix  thinji 
"This  is  causing  governments  to  look  at  what  they  need  p 
improve  their  economies,"  says  Dick  WaiTnington,  the  head  J 
Hewlett-Packard  Co.'s  Asian  operations.  Less  bureaucrac;; 
more  incentives  for  foreign  investors,  and  more  transparent  ^ 
would  be  welcome  confidence  builders. 

By  Emily  Thornton  i)i  Tokyo,  with  Keith  Naughton 
Detroit,  Karen  Lownj  Miller  in  Leverkusen,  Thane  Petersi 
in  Znrich,  Roger  Crockett  in  Chicago,  and  bureau  reports 
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Marketing 


FASHION 


LEVI'S  IS  HIKING 
ITS  PANTS 


But  will  the  brand's 
revamped  products 
and  marketing  play 
with  turned-off  teens? 


B 


ack  in  September,  Levi  Strauss 
&  Co.  was  all  set  to  ship  tn 
retailers  its  newest  invention; 
a  line  of  blue  jeans  called 


Special  Resei-ve.  Samples  had  been 
made.  Stores  had  placed  ordei"s.  Levi's 
had  even  handed  out  T-shirts  with  the 
Special  Reserve  logo  at  an  August  sales 
meeting  in  Palm  Springs,  Calif. 

But  weeks  before  the  debut,  an  un- 
precedented tiling  occuiTed.  Thomas  A. 
Fanoe — two  months  into  his  reign  as 
president  of  Levi's  USA — pulled  the  plug 
on  the  launch  and  sent  nearly  a  year's 
worth  of  work  into  the  circular  file. 
Why?  Because  Special  Reserve,  which 
was  likely  to  appeal  to  consumers  25 
years  and  up,  didn't  solve  Levi's  core 
problem:  teenage  indifference. 

That's  quite  a  tumabout  for  a  brand 
once  synonymous  with  rebellious  youth. 
While  Levi  retains  its  hold  over  the 
baby  boomers  who  built  the  brand  into 
mythic  proportions,  the  company  has 
neglected  the  whims  of  the  latest  crop 
of  teens.  "They  missed  all  the  kids,  and 
those  are  your  futiu'e  buyers,"  says  Bob 
Levy,  owner  of  Dave's  Ai"my  &  Navy 
Store  in  New  York,  which  devotes  50% 
of  its  shelves  tu  Levi  pi-oducts. 
TIGHT  FIT.  The  oversight  has  cost  it 
dearly.  With  shrinking  teen  sales  one 
of  the  key  factors  in  the  erosion  of  its 
once  dominant  market  share,  Levi 
Strauss  was  forced  to  announce 
on  Nov.  3  that  it  would  shutter  11 
of  its  U.  S.  plants  and  lay  off  one- 
third  of  its  North  Amej'ican  work- 
force. The  news  followed  a  similar 
announcement  in  February  in 
which  Levi's  said  it  would  lay  off 
1,000  .salaried  U.S.  employees. 

Of  course,  increased  competi- 
tion added  to  Levi's  tight  fit.  But 
the  San  Francisco  clothing  giant's 
biggest  problem  is  plummeting 
market  share:   In   1990,  Levi 
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•ESTIMATE 


Strauss  had  30.9%  of  the  U.  S.  bljs 
jeans  market,  but  it  has  just  18.7%  l 
day,  according  to  estimates  by  Tact| 
Retail  Solutions  Inc.,  a  researcher 
New  York.  Most  troubUng  has  been 
drop  among  consumers  aged  15  to 
Levi  says  it  enjoyed  a  33%  share] 
their  jeans  dollars  in  1993,  vs.  ab^ 
26%  now. 

Missing  those  buyers  can  be  a  lo: 
term  mistake.  "It's  very  important  t' 
you  attract  this  age  gi'oup,"  says  Gon 
Harton,  vice-president  for  the 
brand  at  rival  VF  Corp.  "By  the  ti| 
they're  24,  they've  adopted  brands  t! 
they  will  use  for  the  rest  of  their  liv' 
Worse,  since  teens  set  fashion  treil 
that  influence  even  older  shoppers,  tn 
defection  to  other  brands  affects  sa 
all  down  the  product  line. 

Caught  with  its  pants  down,  t 
.$7  billion  company  is  scrambHng 
get  back  on  track.  Top  management 
giving  virtually  every  aspect  of  t 
Levi's  brand  the  once-over.  Some  pr( 
ucts  ai-e  being  repositioned,  while  oth( 
are  being  scrapped  altogether.  Hiri 
poHcies  are  being  reviewed  to  cultivj 
new  talent  and  bring  in  fresh  ide 
And  marketing  initiatives,  including  t 
company's  67-year  old  relationship  w 
ad  agency  Foote,  Cone  &  Belding,  £ 
being  completely  revamped.  "We  i 
examining  every  element  of  the  mj 
keting,  big  M,  of  the  Levi's  brand,"  sa 
Fanoe.  "That  means  product,  distrit 
tion,  advertising,  public  relations,  ci 
tomer  service.  Everything." 
UNCOOL.  How  did  the  undisputed  ki^ 
of  denim  get  into  this  hole?  Lev 
Chainnan  and  ceo  Robert  D.  Haas  sa 
it  was,  in  part,  the  classic  corpora 
goof:  taking  yom*  eyes  off  the  ball.  Pr 
ects  during  the  last  decade,  such  as  e 
paneling  the  casual  clothing  line  Docke 
and  launching  its  upscale  cousin  Slate 
distracted  e.xecutives  from  the  thre 
to  Levi's  core  jeans  brand.  "When  y( 
tiy  to  take  on  too  many  things,  you  a 
not  as  attentive  to  the  warning  signs 
he  concedes. 

The  warning  signs  became  sirens  at 
July  31  meeting,  when  top  U.l 
managers  learned  the  results  of! 
yearlong  research  project  int 
what  the  kids  of  baby  boomers- 
called  the  Echo  Boom  gener; 
tion — think  of  the  world's  larget 
branded-apparel  maker  The  new 
wasn't  good. 

For  half  a  day,  executive 
product  managers,  and  marketei 
of  the  Levi's  brand  in  the  U.' 
watched  teen  after  teen  on  vid 
talking  about  the  blue-jeans  kinl 
as  if  it  were  a  has-been.  Levi'i 
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Please  show  your  commitment  to  safe  and  sober  driving 
by  tying  a  MADD  ribbon  to  your  car.  Get  a  free  ribbon  from  your  Allstate  Agent, 

local  Mothers  Against  Drunk  Driving  chapter,  or  call  I -888-ALLSFTY..  jlll 
Being  in  good  hands  is  the  only  place  to  bef  /  irliiv 


/instate 

Yoifre  in  good  hands. , 
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4  Presenting  our  new  expanded  line  of  servers.  Each  day  more  and  more  companies  realize 

the  power  and  advantages  of  running  their  operations  with  Compaq  servers. 

Today,  over  one  million  Compaq  servers  are  in  operation.  As  the  need  for  this  more  efficien 
intelligent  form  of  computing  has  expanded,  our  line  of  servers  has  expanded  to  meet  every  der 
The  ProSignia  200  is  our  entry-level  server,  which  your  business  con  buy  for  the  price  of  a  deskt 
For  workgroups,  we  offer  the  ProLiant  800  and  the  new  850R,  which  is  the  first  high-density,  rack-ready  workgroup  server. 
Moving  up  the  organization,  we  offer  the  scalable  and  flexible  ProLiant  2500  for  departments  and  the  ProLiant  6000,  which  delivers  e; 
price  performance  for  midrange  enterprises. 

The  ProLiant  6500  and  7000  are  the  newest  scalable  additions  to  our  line  and  establish  solid  enterprise  capabilities.  Each  offers  the 
levels  of  availability  for  7x  24  computing. 

From  the  very  beginning,  Compaq  servers  have  set  the  standard  for  open  systems  computing.  Today,  Compaq  management  softwan 
companies  to  keep  networks  up  and  running  and  costs  down. 

The  days  of  having  to  run  your  business  only  on  the  big,  expensive  iron  ore  over.  Go  with  the  company  that  sells  the  most  computers  o 
planet  and  you'll  see  the  future  is  a  wide  open,  newly  paved  superhighway  just  begging  to  be  travelled. 
www.compaq.com/products/servers 
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ed  upon  1997  customer  preference  study 
compared  to  other  U.S.  carriers. 


they  said,  was  uncool,  more  suitable  for 
their  pai-ents  or  older  siblings  than  for 
fashion-conscious  kids.  "That  was  scary," 
recalls  Stephen  Goldstein,  vice-president 
for  marketing  and  research  for  Levi's 
USA.  "Kids  say  they  love  the  Levi's 
brand.  But  if  you  ask  them  whether  it's 
'with  it,'  they'll  say  no." 

Meanwhile,  the  competition  had  made 
ini-oads.  Top-end  designers  such  as  Tom- 
my Hilfiger  and  Ralph  Lauren  have 
squeezed  Levi  on  one  end,  while  pri- 
vate labels  sold  by  low-priced  retailers 
such  as  J.  C.  Penney  Co.  and  Sears, 
Roebuck  &  Co.  have  come  on  strong 
from  the  other  direction.  Trends  such 

as  wide-legged  and   

baggy  jeans  took  hold 
without  response 
from  Levi.  "Levi 
Strauss  was  zagging 
when  the  world  was 
zigging,"  says  retail 
consultant  Alan  Mill- 
stein.  "The  company 
totally  missed  the  sig- 
nificance of  the  inner 
city  and  the  huge  impact  it  has  on 
trends.  It  tells  me  they're  sleepy  in 
their  marketing." 

But  Levi  execs  seem  to  be  waking 
up.  The  decision  to  scrap  Special  Re- 
serve came  in  tandem  with  a  move  to 
pump  up  Levi's  Silver  Tab  brand,  the 
eight-year-old  jeans  line  that  is  consid- 
ered more  stylish  among  young  con- 
simiers.  Indeed,  the  median  age  of  those 
who  buy  Silver  Tab  apparel  is  18,  com- 
pared with  about  25  for  other  Levi's 
products.  With  its  baggier  fits  and  use 
of  more  than  just  denim  fabrics,  kids 
tag  Silver  Tab  as  Levi's  hippest  clothes. 
So  the  company  plans  to  expand  the 
line  to  include  more  tops,  more  trendy 
styles,  and  new  khaki  pants. 
CAR  WASH.  To  catch  teens'  attention, 
Levi  plans  to  spend  five  times  as  much 
in  1998  as  it  did  this  year  on  promoting 
Silver  Tab.  And  for  all  its  brands,  it's 
also  increasing  marketing  aimed  specif- 
ically at  teens.  For  instance,  Levi  is 
sponsoring  concerts  in  New  York  and 
San  Francisco  for  up-and-coming  bands 
playing  music  known  as  Electronica.  It's 
also  outfitting  characters  on  hot  TV 
shows,  such  as  Friends  and  Beverly 
Hills  90210.  "As  the  Echo  Boom  gener- 
ation goes,  so  goes  Levi  Strauss  &  Co.," 
says  Goldstein.  "We  have  to  be  rele- 
vant to  this  population." 

The  quest  to  jazz  up  Levi's  image 
has  also  left  the  company  searching  for 
a  new  ad  agency:  A  review,  which  in- 
cludes longtime  agency  Foote,  Cone  & 
Belding,  is  under  way.  Although  Levi 
has  attempted  to  target  teens  in  its 


Trends  such  as 
wide-legged  and 
baggy  jeans  took  hold 
while  Levi's  stood  by 


latest  ads,  so  far  that  hasn't  translated 
into  improved  sales.  Levi  says  its  most 
recent  TV  campaign — featuring  images 
such  as  a  young  man  driving  through 
a  car  wash  with  the  windows  down — 
has  logged  positive  response  from 
young  consumers  on  the  company's 
Web  site.  But  when  kids  hit  the  stores 
and  found  them  stocked  mostly  with 
traditional  styles,  Goldstein  concedes, 
they  didn't  buy. 

JAZZIER  PACKAGES.  Another  way  Levi 
hopes  to  overcome  that  problem  is  by 
working  over  its  retail  presentation  and 
the  packaging  and  labeling  of  all  its 
goods.  In  1998,  the  company  says  it  vdll 
  come  out  with  jazzi- 
er, more  colorful 
packaging  aimed  at 
giving  its  products  a 
more  exciting,  youth- 
ful look.  And  Levi 
has  ditched  plans  to 
open  more  than  100 
new  stores  in  malls 
around  the  country. 
Instead,  it  will  follow 
Nike  Inc.'s  retail  approach  and  open  a 
handful  of  gi-and  flagship  stores  in  big 
cities.  The  first  one  is  set  to  open  in 
San  Francisco  in  1999. 

But  marketing  and  products  aren't 
all  that's  getting  a  makeover  The  com- 
pany is  also  shaking  up  management. 
Now,  Levi  is  considering  a  plan  calling 
for  30%  of  all  new  management  jobs  to 
be  filled  by  outsider's.  Critics  ar-goie  that 
one  reason  Levi  appears  to  be  losing 
touch  with  what's  happening  in  the  mar-- 
ketplace  is  that  it  doesn't  recruit  enough 
outside  executives  or  solicit  enough  in- 
dependent opinions.  "It  has  always  been 
insular;  paterTialistic,  and,  quite  fi'ankly, 
a  little  smug,"  says  Isaac  Lagnado,  pres- 
ident of  Tactical  Retail  Solutions. 

Will  this  work?  Most  industry  ex- 
perls  believe  that  the  140-year-old  ap- 
parel giant  can  r-ight  itself — given  its 
vast  resoiu'ces  and  still  formidable  mai'- 
ket  presence.  But  it's  likely  to  be  a  dif- 
ficult, multiyear  process.  Retailer  Levy 
says  the  wake-up  call  comes  none  too 
soon.  "They  are  facing  the  problem,"  he 
says.  "That's  impor-tant  because  they 
weren't  doing  it  befor-e."  No  one  is  more 
confident  than  Haas.  "From  time  to 
time,  any  bi-and  is  likely  to  have  periods 
of  gr-eat  strength  and  r'elevancy  and  pe- 
riods of  regrouping  and  I'efocusing,"  he 
says.  "We'r'e  going  to  restor'e  the  Levi's 
brand  with  consumers."  The  trick  will 
be  to  keep  the  gener-ation  that  grew  up 
on  Bob  Dylan,  while  understanding  the 
new  age  of  Electronica. 

By  Linda  Himelstein 
in  San  Francisco 
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Global  Diversity: 

Reality,  Opportunity, 
and  Challenge 


"International  and  transnational 
structures  allow  us  to  synthesize 
the  advantages  of  all  cultures 
while  avoiding  their  excesses  " 


FoNS  Trompenaars 

Riding  the  Waves  of  Culture:  Understanding 

Diversity  in  Global  Businesses 


Yang,  Everett,  Washington. 


One  of  the  millions 
f  people  who  count 
on  gte  for  help. 

^Kt^  (Sometimes,  even  with  her  math  homework.) 


:he  help  of  a  GTE  distance  learning  network,  Nancy  videolinks  with  a 
I  across  town  for  an  advanced  math  class.  That  saves  her  bus  tinne  she 
rn  into  homework  time.  She  counts  on  GTE  people,  quality  and  reliability 
ke  life  easier.  So  if  you  think  telecommunications  have  only  complicated 
ife,  remember,  there's  one  company  you  can  count  on  for  help:fGTE.- 
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Reality,  Opportuniity, 
and  Challenge 

BY    MICHAEL  L.WHEELER 

The  Global  Village: 

No  Longer  a  Rhetorical 

Discussion,  Rut  Reality 


Q 


n  fact,  globalization  is  "one  of  the  most  pow- 
erful and  pei-vasive  inlluences  on  nations, 
businesses,  workplaces,  communities,  and 
lives  at  the  end  of  the  •2,o\\\  century."  says 
Rosabeth  Moss  Kanter,  in  World  Class-.  Thiiving Locally 
in  the  Global  Economy}  And,  recent  research  indicates 
glolial  issues  are  at  the  forefront  of  CEOs'  agendas. 
Richard  Cavanagh,  president  and  CEO  of  The 
Conference  Board,  explains,  "I've  talked  with  more 
tlian  1  oo  CEOs  with  an  ear  toward  understanding  what 
management  issues  (iccupy  their  concerns  and  imagi- 
nations. Three  subjects  have  dominated  these  conver- 
sations: tlic  search  for  profitable  'to[)  line'  growth, 
navigatingthc  management  maze  of  globalization,  and 
maintaining  strong  lea(lcishi|>  in  decentralized  and 
(lisijiit  opierations. " 

Idday.  we  are  exposed  to  people  different  from 
ourselves.  We  see  tfiem,  we  talk  to  tfiem.  we  cf)mmu- 
nicatc  Willi  lliem.  'I'licy  ar'c  the  emergingand  growing 
markels.  They  are  the  work  lorce.  tfic  talent,  the 
com[)et  it  ion,  ifie  opportunity  for  today  and  tomor- 
row. They  are  our  neighbors,  our  business  paitners. 
Iiniiiif^ralioii.  lechiiology,  emerging  mai'kets  and 
rconomies,   mergers,   |(nnl   ventures,  strategic 
alliances,  and  foreign  i nvesi  iiicnl  have  lirouglil  tlie 
woi  Id  t(i  onr'  doorstep. 

I  lic  global  village  is  changing  tlie  way  we  view 
the  wor  hl.  I'rotTi  a  U.S.  pers|)ecl i ve,  it  is  chang- 
ing the  way  we  see  (jiirselvcs  within  the  context 
ol  lliat  woi'ld.  For'  businesses,  it  jir  ovidcs  a  series 
of  oppor  liinilics  and  challenges  for  growth  and 
[irospcti I V  on   U.S.  soil  and  afn'oad. 
Whelhcr'  a  global  coi  poial  ion  or'  not, 
global  (I ivei'sily  is  here.  The  global  village 
I  Ml  pads  us  a  II    il  i  reel  K  .iiicl  i  r  id  u'ecl  ly . 

I  he  U.S.  IS  a  iiniipic  place,  ifierc  is 
tremendous  opporluiiily  for  U.S.  com|ia 
liics  to  gain  a  ri  irripi-l  il  i  ve  edge  in  ihe 
global  marketplace    domestically  and 
abroad.  Virliially  every  rialrori  in  the 
worlil  IS  repri-senli-il  lii'ii'.  Oui'  diver'se 
work  force  is  a  rialiual  r'csoru'ce  and, 
when  tapped,  can  become  a  compelitive 
adv;inlage.  In  this  diversity  rs  also  com 
ple.xily  which  rmght  set  us  at  a  disadvan- 
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Diversity:  Apjpnhanced  Way^«ll$^g  Business 

For  the jpi^se  of  this  article,  global  diversity  is  considered 
withiruri'fws'ness  context— as  a  reality,  a  strategy,  a  way  of  think- 
ing,if^!fneia  Palanque  North,  Ph.D.,  and  Kaleel  Jamison,  organi- 
i^al  consultants,  explain  that  "the  articulation  of  the  organi- 
zational imperative  for  a  diverse  work  force  and  inclusive  work 
cultui^  is  to  help  people  expand  their  understanding  of  the  sig- 
nificai^ce  of  diversity  on  overall  business  performance.  By  artic-  \ 
ulating  the  relationship  between  a  diverse  yi/ork  force  and  busi- 
ness performance,  diversity  broadens  from  an  employment 
,  Issue  to  an  enhanced  "way  of  doing  business.'  Framed  in  such  a 
way.  Inclusion  becomes  a  key  competence,  and  diversity  and 
inclusion  a  central  aspect  of  everyone's  job. 

"The  business  or  organizational  imperative  for  diversity  and 
inclusion  is  a  tool  to  assist  the  organization  in  broadening  its 
'thinking  about  how  diversity  can  be  an  asset  to  the  organiza- 
tion's business  success.  It  provides  a  comprehensive  picture 
for  the  organization  of  how  diversity  can  serve  as  an  asset. 
The  imperative  identifies  missed  and/or  potential  opportuni- 
ties to:  better  service  customers,  leverage  products  and  mar- 
kets, and  ensure  that  individuals  of  different  backgrounds  are 
able  to  contribute  fully  to  the  organization's  success.  In  so 
doing,  it  strengthens  the  organization's  strategic  positioning. 

"Organizations  that  have  undertaken  the  development  of  the 
business  case  for  diversity  find  themselves  challenged  to 
think  creatively  and  to  honestly  assess  their  current  position 
aid  capabilities." 


tage— there  are  still  issues  we  have  to  resolve.  Yet, 
despite  problems,  the  U.S.  has  had  experience  with 
this  diversity  that  can  put  us  ahead  of  the  game  on 
the  international  scorecard.  Herein  lies  Corporate 
.America's  reality,  opportunity,  and  challenge. 
Tony  Carter,  professor  of  sales  and  marketing  at 
( Columbia  University's  Graduate  School  of  Business, 
( iinfirms,  "The  circumstances  in  this  country  are 
so  unique  compared  to  the  rest  of  the  world.  We 
have  such  a  distinct  society.  This  creates  stress 
and  challenges.  But,  we  may  be  a  blueprint 
for  other  nations  in  how  we  deal  with 
it."  As  a  nation,  are  we  uniquely  pre- 
pared to  compete  in  the  world?  Do  we 
have  a  competitive  advantage?  What  do 
we  have  that  other  nations  don't?  What 
are  our-  strenglhs?  Our  weaknesses?  How 
can  global  diversity  help  us  in  dealing  with 
domestic  issues  around  race  and  gender? 
How  can  we  maintain  an  economic  leader- 
ship position  in  the  world? 

Understanding  diversity  from  a 
global  perspective  can  enhance  our 
understanding  of  domestic  initiatives. 

U.S.  initiatives  in  the  global 
fr-amework,  and  can  enhance 
our  success  domestically 
and  abroad.  In  the  business 
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Principal®  and  Principal  Health  Care'^'^  provide  an 
ble  variety  of  group  benefits,  including  traditional 
life,  disability  and  dental  insurance.  Even  PPO 
ks  and  HMOs. 

flexible  package  provides  employees  with  benefit 
;.  Expect  excellent  reporting  capabilities,  timely 
examination  and  payment,  as  well 
Uent  customer  service.  Plus,  our 
products  leave  out  one  common 
ent — administrative  headaches. 


the: 


savings.  Through  superior  medical  claims  management. 
The  Principal  saved  employers  and  employees  $2.27 
billion  in  1996  alone.  That's  38.7%  of  the  $6  billion 
submitted  to  us.* 

Start  with  one  product  and,  before  you  know  it,  you  start  craving 
our  total  line  of  group  products  and  support  services,  backed 
by  over  a  century  of  financial  expertise. 

For  more  information,  visit 
The  Principal  Financial  Group®  on  the 
Internet  at  www.principal.com  or 
call  1-800-986-EDGE. 


Financial 
Group 


i's  something  more  to  savor — 

Life,  Health,  Dental  and  Disability  Insurance  •  Annuities  •  Mutual  Funds 
401(k)  and  Pension  •  Securities  •  HMO/PPO  •  Home  Mortgages 
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and  services  offered  through  Pnncipal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation 
(member  SIPC).  Securities  through  Pnncipal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 


context,  global  diversity  is  about  organizational 
enhancement  and  effectiveness  through  people— the 
people  who  increasingly  reflect  the  world  population 
(see  box  i).  Kenneth  J.  Doka  explains  that  "tending  s 
to  the  cultural  differences  in  one's  own  backyard  will 
bear  fniit  in  the  competitive  global  marketplace.... 
Corporations  that  encourage  and  nurture  diversity 
among  their  employees  are  far  better  positioned  in 
both  differentiated  domestic  and  global  markets."^ 


What  is 

Global  Diversity? 

n  a  field  that  is  emerging  as  a  legitimate  busi- 
ness issue  and  strategy,  the  definitions  and 
orientations  of  global  diversity  vary  signifi- 
cantly. Perspectives  vary  from  rather  narrow 
affirmative  action,  upward-mobility  oriented  to 
broad,  strategic  orientations.  One  business  executive 
explains.  "I  think  global  diversity  is  primarily  a  gen- 
der issue.  But.  it  is  also  an  issue  related  to  local 
nationals  and  their  development  into  management." 
Another  executive,  in  a  similar  vein,  says:  "Ethnicity 
has  importance  in  many  areas  of  the  world."  In  fact, 
many  of  the  issues,  such  as  race,  gender,  and  disabili- 
ty, also  exist  around  the  world.  But  in  a  global  context, 
it  begins  to  look  different.  J.  T.  Childs.  Jr..  vice-presi- 
dent, global  work  force  diversity,  at  IBM  says.  "There 
is  no  cookie-cutter  definition.  Many  companies  have 
to  entertain  the  concept  where  race  and  gender  are 
merely  components  of  global  diversity.  But.  it  can't  be 
the  driving  force.  In  fact,  some  initiatives,  founded 
on  EEO  and  AA  do  not  translate  on  foreign  soil. 
Barbara  Deane.  vice-president  of  The  GilDeane 
Group  and  editor-in-chief.  Cultural  Du'ersityat  Work. 
says,  "The  definitions  we  use  as  a  way  of  categorizing 
diversity  are  useful  all  over  the  world.  However,  the 
categories  important  in  one  country  may  vaiy  widely 
from  those  important  in  another."  Diversity  experts 
agree  that  we  cannot  just  take  domestic  initiatives  and 
move  them  abroad.  A  global  perspective  requires  cul- 
liual  and  geographical  sensitivity. 

Beverly  Thornton,  manager  of  diversity  at  PPG 
I  luiustries.  explains.  "Diversity  means  taking  a  look  at 
the  total  organization,  not  just  a  company  based  in  the 
U.S.  llial  happens  to  have  manufacturing,  sales,  and 
di.slnlini  ion  facilities  and  partners  around  the  world." 
Ron  Baiikul,  vice-president  for  worldwide  operations 
at  .'3M,  adds,  "It  all  comes  back  to  a  fundamental  issue 
that  is  the  same  everywhere:  respect  and  dignity  for 
each  human  being  and  the  ability  of  each  to  express 
his  or  her  own  individuality." 

I  lliink  global  diversity  transcends  boundaries," 
says  I'lH  Donnelley's  jane  Altobelli,  vice-president  of 
human  resources,  global  sector  and  telecommunica- 
tions. '  It  is  about  the  same  thing  everywhere— under- 


standing differences.  Differences  exist,  and  they 
impact  the  way  we  work  and  how  we  achieve  our  goals." 

Jay  I.  Stark,  executive  director.  Knowledge 
Network  Development  and  Integration,  GM,  con- 
cludes: "Global  diversity  is  about  building  a  knowl- 
edge network  and  integration.  It  s  about  our  company 
getting  smarter,  and  about  our  ability  to  transfer 
knowledge  quickly  and  intelligently.  One  might  argue 
that  this  knowledge  activity  is  the  only  sustainable 
competitive  advantage.  We  must  maximize  individual 
ability." 

A  Context  for  Inclusion  and  Action:  Global 

diversity  is  at  the  same  time  simple  and  complex.  It  is 
a  multifaceted  issue  that  recphres  a  multidimensional 
definition  to  help  shape  business  strategy  in  response 
to  this  business  reality.  Sybil  Evans  of  Sybil  Evans 
Associates  and  Dr.  Diane  Simpson  of  Simpson 
International,  Inc.,  recognize  the  many  influences  on 
global  diversity  and  define  it  as:  "The  complex  social, 
cultural,  political,  and  economic  forces  that  shape  the 
nations  where  we  do  business."  (SEE  EXHIBIT  i.)  Evans 
and  Simpson  explain  there  are  external  factors  such  as 
how  the  business  sector  relates  to  government,  educa- 
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IMMCT  OF  HISTORICAL  AND  CULTURAL  EVENTS 


PROLIFERATION  OF  SCIENCE  AND  TECHNOLOGY 


DEMOGRAPHIC  MOBILITY 


DISSEMINATION  OF  PHILOSOPHIES  AND  BEUEFS 


Sdurcc:  Ev.iiis  &  Simpson 

tion,  society,  and  the  environment,  and  internal  fac- 
tors—different national  practices  relating  to  recinit- 
ment.  performance,  promotion,  and  compensation, 
and  other  human  resources  practices.  The  value  in 
such  a  definition  is  its  direct  link  to  business  issues 
and  strategy.  An  effective  definition  of  global  diversi- 
ty will  incorporate  both  strategic  business  issues  and 
human  resources  strategies.  Ultimately,  it  is  about 
creating  effective  business  strategies  through  inclu- 
sion and  full  work  force  utilization. 
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CARS  AND  TRUCKS  for  EVERYONE 

IN  THE  COUNTRY,  YOU  COUNT  ON 

/ERYONE'S  POINT  OF  VIEW 


The  world  isn't  populated  by  a  single  type  of  person.  That's  why  General  Motors 
builds  so  many  different  kinds  of  cars  and  trucks.  And  it's  why  we  have  so  many 
different  kinds  of  people  building  them.  They  supply  the  fresh  ideas  and  new 
perspectives  that  keep  us  vital.  At  GM,  we've  discovered  that  to  satisfy  a  whole 
world  of  customers,  you  need  people  of  every  make  and  model. 


General  Motors 
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General  Motors 

employees 
who  influence 
how  we 
build  our 
cars  and  trucks: 


All  of  them. 
www.giri.cuni 


At  Texaco,  o 
relentlessly  seek, 
discover  the  energ 
needs  to  keep  runn 
that  to  best  achieve 
takes  all  kinds  of  people.  People 
with  different  cultures,  ideas  and 
ways  of  looking  at  the  world. 
That's  why  we've  launched 


months,  50%  of  our  new 
lave  been  women,  and 


minorities.  And  we  have  a 
plan  to  increase  our  purchasing 
activities  with  minority-  and 
women-owned  businesses  from 
$135  million  in  1996  to  a  cumulative 


total  of  more  than  $1  billion  over 
the  next  five  years. 

Some  people  would  call  that 
a  considerable  success.  We  call 
.  it  a  promising  beginning. 
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The  Global  Realities: 
Here,  There, 
Eve  ry  whe  re 

here  is  no  escaping  the  global  economy.  While 
this  is  nothing  new  for  companies  such  as 
Procter  &  Gamble,  with  a  presence  in  more 
than  70  countries  worldwide,  there  is  a  new 
urgency  to  respond  proactively  to  global  realities.  A 
recent  Hudson  Institute  report,  Work  Force  2020.  states, 
"The  rest  of  the  world  matters  to  a  degree  that  it  never 
did  in  the  past.  We  can  no  longer  say  anything  sensible 
about  the  prospectives  for  American  workers  if  we 
consider  only  the  U.S.  economy  or  the  characteristics 
of  the  U.S.  labor  force. Joe  Medellin,  manager  of 
human  resources  for  Inland  Steel  Company,  concurs: 
"Inland  Steel  is  seeking  and  pursuing  opportunities 
throughout  the  world.  That  gets  us  to  the  global  issues 
as  never  before."  Tim  Mulvaney.  president  and  CEO  of 
the  Mulvaney  Group,  explains,  "We  have  to  change  our 
global  mindset  that  says  we  are  the  center  of  the  uni- 
verse. We  tend  to  forget  that  we  have  tremendous,  and 
often  untapped  talent  outside  the  U.S." 

Furthermore,  there  is  an  increasing  presence  of 
foreign  companies  and  investments  in  the  U.S.  Columbia 
University's  Tony  Carter  explains,  "People  may  not 


not  even  be  aware  of  the  extent  of  the  foreign  pres- 
ence in  the  U.S.  For  example,  the  U.K.  has  $3oo  bil- 
lion invested  m  the  U.S.  Japan  and  the  Netherlands 
also  have  significant  investments  here."  And.  as  we 
already  know,  a  culturally  diverse  work  force  exists 
right  here  in  the  U.S.  We  must  also  recognize  that  the 
U.S.  is  only  one  place  in  the  global  economy. 

Global  diversity  is  not  just  for  international  com- 
panies. Wliether  it  be  competitors,  customers  and 


markets,  vendors,  the  labor  market,  or  human 
resources  related  issues,  few  companies  are  exempt 
from  the  impact  of  world  changes.  Carter  ex-plains  that 
although  "we  tend  to  think  of  the  1980s  as  very  suc- 
cessful years  for  U.S.  corporations,  many  companies 
actually  went  out  of  business.  This  can  be  attributed  to 
lack  of  adaptability  to  competitive  forces  and  change— 
much  of  that  was  due  to  lack  of  adapting  to  global  com- 
petitiveness." Diversity  provides  an  opportunity  to 
adapt,  and  be  proactive  to  global  trends  providing  a 
world  of  opportunity  for  U.S.  corporations. 


A  World  of  Opportunity 


m 


any  U.S.  companies  have  identified  for- 
eign markets  as  key  for  new  growth 
strategies.  And,  most  of  those  compa- 
nies are  already  finding  a  large  percent- 
age of  their  revenues  coming  from  abroad.  For  exam- 
ple, IBM's  Ted  Childs  explains  that  operating  in  more 
than  164  countries,  two-thirds  of  IBM's  revenue 
comes  from  outside  the  U.S. 

Th  e  World 's  Markets 

Wliereas  in  the  past,  much  of  our  international  focus 
was  on  Europe,  now  other  regions  are  emerging 
quickly  as  the  world's  leading  economies.  "Today's 
second-  and  third-largest  economies,  based  on  pur- 
chasing power  parity— Japan  and  China— symbolize 
the  shift  toward  Asia  of  the  global  center  of  economic 
gravity."  according  to  a  report  from  The  Conference 
Board.  It  concludes.  "Fueling  Southeast  Asia's  eco- 
nomic vitality  is  the  convergence  of  substantial  human 
and  natural  resources,  geographic  lo{'ation  and  growth 
oriented  government  policies.  Asia  accounts  for  two- 
thirds  of  the  earth's  population. ..in  contrast  to  already 
urbanized  Europe  and  the  Americas,  Asia's  ongoing 
urbanization  will  generate  new  demands  for  the  full 
spectrum  of  mfrastmcture  development  and  set  dra- 
matic capital  demands. 

"Companies  concerned  with  global  position  recog- 
nize in  Asia: 

a  market  comparable  to  that  of  tlie  European 

Union 

a  combined  population  of  more  than  .33o  million 
a  combined  GDP  of  about  $850  billion 
a  region  that  by  the  end  of  1998  had  already  attracted 
$21.2  billion  in  U.S.  foreign  direct  investment...." 

TTie  Asia- Pacific  Rim  represents  60%  of  American 
exports  and.  excluding  Japan,  Asia  will  spend  $1  tril- 
lion in  infrastincture  in  the  next  decade.  ^ 

The  end  of  the  cold  war  has  also  created  new  and 
exciting  business  opportunities  for  global  companies. 
"From  Poland  to  Vietnam,  from  Hungary  to  Southern 
China,  from  Russia  to  Angola,  Cuba,  and  Mongolia, 
former  or  reforming  Communist  governments  are 
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The  right  relationship  begins  with  the  right  people. 


The  way  we  see  it,  everything  that  makes  us  unique,  makes  our  work  force 

that  much  stronger  in  a  diverse  world.  Our  commitment  is  to  create  an 
environment  in  which  the  best  people  do  their  best  work,  and  that  means 
building  a  global  organization  in  which  differences  are  respected  and  valued. 
We  recognize  that  this  goal  is  a  challenging  one,  and  we  know  we're  not  there  yet. 
But  our  candor  is  matched  only  by  our  determination  in  reaching 
this  goal  —  to  cultivate  a  broader  base  of  people  whose  differences  can  help 
to  create  successful  relationships  for  ourselves  and  with  our  clients. 

CHASE.  The  right  relationship  is  everything. 


(•-j  1997  The  Char.e  U.inhalt.in  Corporation 
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welcoming  capitalist  trade  and  investment.  New  busi- 
nesses are  springing  up  in  these  countries  by  the 
thousands,  and  billions  of  dollars  in  capital  are  being 
invested."^ 

As  worldwide  attention  has  been  focused  on  Asia, 
Eastern  Europe  and  the  collapse  of  Communism,  sig- 
nificant changes  have  also  been  taking  place  in  Latin 
.America.  The  economic  and  political  reforms,  as  well 
as  the  general  globalization  of  business,  have  com- 
bined to  create  a  more  competitive  commercial  envi- 
ronment and  expanded  opportunities  for  multina- 
tional corporations.  For  example,  Mexico  imports 
more  than  $42  billion  in  U.S.  goods  and  services  each 
year.  This  number  is  expected  to  grow  another  $10 


lerai  Motors:  Work  Fi^CPe  Diversity— 
Competitfve  Advantage 

g(pf»|l  employer,  General  Motors  understands  that  working 
a  diverse  group  of  individuals— people  with  various  back- 
nds  and  perspectives -creates  and  maintains  a  competitive 
otage  and,  ultimately,  global  success.  Through  QiU's  diversi- 
tri^ives,  GM  seeks  to  create  an  environment  that  optimizes 
ontributions  of  our  diverse  work  force,  suppliers,  customers, 
tie  communities  we  serve.  GM  recognizes  that  it  Is  essential 
lat  work  force  to  reflect  both  the  marketplace  and  ciustomers. 

i  greatest  asset  is  the  quality  and  capabilities  of  its  diverse 
force.  GM  strives  to  attract,  retain,  develop,  nurture,  and 
nee  its  talentf^d  work  force.  GM  is  committed  to  providing  a 
lortive  environment— respectful  and  understanding  of  peo- 
differences  in  order  to  attract  the  "best  of  the  brightest"— 
\  it  domes  to  our  recruitment  efforts.  We  believe  in  fostering 
nvironment  that  offers  the  greatest  opportunity  for  every- 
while  positioning  GM  as  an  "employer  of  choice"  among  an 
tasingly  talented  and  diverse  population. 

mmitment  to  Affirmative  Action  and  Workplace  Diversity 

lugh  30  years  have  passed  since  the  civil  rights  movement, 
emains  committed  to  affirmative  action  as  required  by  the 
!ral  law.  As  such,  GM  monitors  its  programs  to  determine 
her  recruitment,  hiring,  and  other  personnel  practices  are 
atiflg  in  a  nondiscriminatory  manner.  It  also  includes  out- 
h  programs  designed  to  identify  and  reach  qualified  fndivid- 
of  any  race  or  gender  that  have  not  been  fully  represented  in 
alent  pools  from  which  GM  selects  and  promotes  employ- 
Each  of  these  common  forms  of  affirmative  action  operates 
atmosphere  free  of  discrimination  or  preferential  treatment. 


billion  in  the  next  fewyears.  More  than  ^0%  of  every- 
thing Mexico  imports  comes  from  the  U.S.'  In  fact, 
economies  of  less  developed  countries  are  estimated 
to  be  growing  two  or  three  times  as  fast,  on  average, 
durnigthe  1990s  than  those  of  industrialized  nations. 

Domestic  Markets  Are  Also  Growing 

Domestically,  our  "global"  and  diverse  market  also 
represents  significant  market  potential  for  companies 
that  recognize  these  growing  economic  powers. 
By  the  year  '^ooo,  African- Americans,  Hispanics. 


and  Asian-Americans  in  the  U.S.  will  have  an 
annual  spending  power  of  $650  billion.  Hispanic 
spending  power  alone  will  be  more  than  $i3o 
billion 

Women  are  responsible  for  spending  more  than 
50%  of  the  consumer  dollar 
Older  AtTiericans  control  more  than  50%  of  all 
discretionaiy  income,  and  spend  more  than 
$800  billion  annually 

The  100  largest  African-American-owned  compa- 
nies reported  a  141%  increase  in  sales  in  1993,  to 
$9  billion,  up  from  $478  million  in  1973.  The 
number  of  women-owned  businesses  increased  by 
55%  in  the  late  80s,  Asian -American  by  89%, 
Hispanic  by  81%,  Native  American  by  58%,  and 
African -American  by  38% 
Gays  and  lesbians,  who  generally  have  above - 
average  median  household  annual  incomes, 
represent  significant  spending  power 


The  Business  Case 
for  Global  Diversity 


J  ^^^^  looking  at  the  statistics,  the  business 

■*  "  case  seems  quite  clear.  In  fact,  when  it 
comes  to  making  the  business  case  for 
iliversity,  customers  and  markets  and 
global  diversiiy  are  the  top-two  drivers  according  to  a 
Conference  Board  report.  Diversity:  Business  Rationale 
and  Strategies.^  Lolita  Chandler,  vice-president,  diversi- 
ty, at  The  McGraw-Hill  Companies,  explains  her  busi- 
ness imperative: 

Growth  expansion  creates  opportunities  for 
worldwide  gi'owth 

Global  diversity  impacts  marketing  and  operations 
Competition  transcends  national  boundaries 

When  companies  consider  competitors,  emerging 
markets,  their  own  internal  work  force,  and  worldwide 
human  resources  issues,  it  is  evident  that  global  diver- 
sity should  be  at  the  top  of  their  agenda.  Philip  Morris, 
in  a  brochure  titled  Diversity  Management  Strategy  and 
Results,  identifies  globalization  as  a  key  component  in 
their  diversity  business  rationale.  "A  worldwide  busi- 
ness will  require  understanding  and  responsiveness  to 
cross-cultural  differences.  Between  1989  and  12000, 
the  global  work  force  will  gTow  by  27%.  Global  growth 
will  occur  unevenly  with  540  million  of  the  588  million 
new  entrants  coming  from  less  developed  countries." 
GM,  too,  clearly  recognizes  diversity  as  a  competitive 
advantage  to  global  success  (SEE  exhibit  2).  Likewise, 
3M  has  identified  marketing  and  globalization  as  key 
areas  for  success.  3M's  diversity  vision  clearly  states  the 
imperative  to  be:  "A  company  that  reflects  the  diversity 
of  3M's  global  markets  and  builds  on  each  employee's 
capabilities,  so  that  we  achieve  100%  customer  satis- 
faction, quality  growth,  and  continued  success." 
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Inherent  in  these  business  statements  is 
the  recognition  that  people  make  it  happen. 
In  fact,  Melissa  A.  Berman,  author  of  How 
CEOs  Drive  Global  Growth,  explains.  "Culture 
and  people  issues  are  the  biggest  roadblocks 
to  success.  And,  so  it's  not  surprising  that 
people  issues  dominate  the  nontraditional 
performance  measures  that  CEOs  mention." 
According  to  Herman's  study.  CEOs'  people 
and  culture  concerns  include: 
■  international  experience  at  headquarters 
i-  pool  of  managers  with  international 

experience  for  assignments 
t  understanding  of  foreign  cultures 

educational  systems,  both  in  developed 

and  emerging  markets 

available  talent  in  new  markets 
■i  local  capacity  to  build  and  train  the  work 

force  and  the  management  team^ 


Canada 

IBM  Representation 
Women 
Minorities 
Disabled 

Aboriginal  People 
Bilingualism 
Dependent  Care 
Work/Lite  Flexibility. 
Domestic  Partners 
Credentialism 
Old  Boys'  Network 


On  a  positive  note,  the  study  also  found 
that  successful  global  companies  have  multi- 
national top  management,  hence  tapping  into 
their  diverse,  global  talent.  It  is  here  where 
the  U.S.  has  an  opportunity  to  build  upon 
what  we  already  know,  and  m  that  which  we 
have  experience. 

Companies  cannot  compete  as  successfuDy 
without  a  solid,  comprehensive  understanding 
of  the  impact  of  people  on  the  organization. 
IBM's  Ted  Childs  recognizes  the  importance  of  IBM's 
global  and  diverse  markets,  but  makes  a  clear  link  to  the 
people  in  the  organization  who  will  make  it  possible  for 
IBM  to  tap  into  and  succeed  in  those  markets.  From  a 
global  perspective  he  ex-plains,  "We  have  to  value  con- 
tributions by  people  who  are  not  'American.'"  And.  as 
they  have  already  identified,  domestically,  the  work 
force  must  reilect  the  markets  in  which  the  company 
operates  and  the  work  force  to  which  it  has  access. 


Dwersity  as  We  Know  It  Is  Not  Totally 
Unique  to  the  United  States 

Consequently,  as  a  result  of  a  global  economy,  changing 
demographics,  technology,  job  mobility,  and  migration, 
countries  around  the  world  are  beginning  to  see  some  of 
the  same  issues  we  see  in  the  U.S.  And,  despite  the  fact 
that  EEO,  AA.  and  even  diversity  may  not  mean  much 
outside  the  U.S.,  there  are  similar  issues,  to  varying 
degrees,  acro.ss  the  globe.  Bank  of  America  has  helped 
Europeans  identiiy  their  own  diversity  issues  by  con- 
ducting cuil  itral  audits  and  assessments  there.  They  have 
found  that  ijv  asking  the  right  cfuestions,  the  issues 
emerge  and  become  real  to  local  nationals.  IBM,  too,  has 
identified  some  oi  tlit  ir  key  diversity  issues  around  the 
globe  (see  EXHIBIT  3;. 

The  U.S.  has  leg:-lation,  unlike  most  of  the  rest  of 
the  world,  to  help  en.^iire  inclusion  and  equal  opportu- 
nity. And,  to  a  greater  extent,  U.S.  corporations  have 
taken  a  leadership  role  recognizing  that  in  order  to 


United  States 

Civil  Rights  Acts 
Glass  Ceiling/Walls 
Disability 

Macbride  Principles 
Immigration 
Multilingualism 
Redistricting 
Work/Life  Balance 
Dependent  Care 
Family  Leave 
Work  force  Flexibility 


Europe 

Work  Force  Flexibility 
Aging  Population 
Women 
Unemployment 
Political 
Skills  Related 
Structural 
National  Conflicts 
immigration 


Asia/Pacific 

Women 

Disability 

Aging 

Work/Life  Balance 


Latin  America 

Women 

Population  Growth 
Work  Flexibility 


compete  effectively,  they  must  implement  policies  and 
practices  that  ensure  the  full  utilization  of  the  work 
force  while  reducing  barriers  to  opportunity.  They  are 
providing  a  role  model  globally  as  well  as  shaping  glob  - 
ally  how  companies  can  be  more  productive  through 
people.  Women's  issues,  for  example,  is  an  almost  uni- 
versal topic  that  companies  have  identified  as  a  priority 
and  represent  an  area  in  which  American  companies  take 
the  lead  in  setting  an  example  for  women's  development. 

Women  in  Leadership:  There  are  a  number  of 
issues  regarding  women.  First,  few  women  are  put  into 
expatriate  positions  compared  to  men.  Women  often 
face  more  obstacles  outside  the  U.S.  than  men. 
Questions  arise  as  to  whether  or  not  women  can  be  sent 
to  particular  areas  in  leadership  positions.  And,  there 
are  issues  for  the  development,  upward  mobility  and 
leadership  of  female  foreign  nationals.  But,  companies 
such  as  CM,  are  looking  to  build  people  who  can  cross 
borders  and  look  for  qualified  individuals  from  across 
race,  gender,  and  cultural  categories.  For  example,  they 
have  an  African -American  female  in  China  who  has 
also  spent  time  in  Mexico.  "There  are  challenges,  but 
sometimes  you  take  risks  and  you  find  success,"  says 
Roderick  D.  Gillum,  vice-president,  public  policy  and 
diversity  initiatives,  at  CM.  This  initiative  has  benefited 
the  organization  and  the  employee. 

One  company,  unsure  of  sending  a  woman  to  head  a 
Latin  American  division,  decided  to  take  the  risk.  Says 
the  diversity  executive  in  that  company,  "We  didn't 
expect  that  it  would  work,  but  it  did.  She  speaks  the  lan- 
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And  it  may  be  you. 

Mary  McLcod  Bcthune  was  a  leader.  An  advocate  for  diversity  when  uniformity  was 
the  rule.  At  Price  Waterhouse  we  share  her  convictions.  We  know  the  value  of  differ- 
ent points  of  view.  Our  clients  depend  on  us  to  look  at  their  complex  business  prob- 
lems from  every  possible  angle.  So  it's  no  wonder  we  consider  diversity  crucial  to  our 
success,  especially  in  the  global  marketplace  of  the  21st  century.  A  diverse  work- 
force allows  us  to  attack  problems  from  a  wide  range  of  points  of  view.  To  come  up 
with  innovative  solutions.  To  us,  that's  where  the  true  value  of  diversity  lies.  Because 
a  diverse  workforce  not  only  enriches  Price  Waterhouse,  it  enriches  our  clients.  For 
more  information  regarding  Price  Waterhouse  call  us  or  visit  us  at  www.pw.com. 

Price  Witerhouse 

Member  of' the  American  Business  Collaboration for  Quality  Dependent  Care,  one  of  the  100  Best 
Companiesjor  Working  Mothers,  and  ranked  HI  of  Computerworld's  1 00  Best  Places  to  Work. 

©1997  Price  Waterhouse  LLP  Price  Waterhouse  refers  to  the  U  S  firm  of  Price  Waterhouse  LLP  and  other  members  of  the  worldwide  Price  Waterhouse  organizati 
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Exhibit  4 


Algeria 


Tunisia 


Simrce.  Tiie  Conference  Board.  1994 


guage,  understands  the  culture,  and  has  been  very  suc- 
cessful." Another  executive  tells  a  stoiy  of  a  female 
employee  in  Japan:  "A  woman  who  works  in  Japan 
joined  us  about  25  years  ago.  She  has  a  degree  in  physics, 
'^'hen  she  joined  the  company,  it  was  against  the  law  for 
women  to  work  past  7:80.  There  was  a  restriction.  She 
woidd  go  into  the  bathroom  and  hide  till  the  men  left. 
Now,  she  is  on  our  employee  Board  of  Directors— the 
first  woman  on  the  Board.  At  a  women's  conference 
addressing  issues  for  women  worldwide,  she  made  the 
statement.  'I  know  now  1  am  no  longer  alone."" 

And,  men  can  take  part  in  the  process  of  moving 
women's  issues  forward.  Another  story  from  IBM 
demonstrates  how  a  new  general  manager  of  IBM 
Europe  opened  the  door  on  gender  equity  there. 
Previously,  he  had  taken  on  a  leadership  role  in 
Canada  around  the  issues.  And,  when  he  got  to 
Europe,  that  heritage  went  with  him.  He  sent  the  mes- 
sage inside  the  organization  that  women  are  valued 
employees.  Childs  explains,  "He  is  pushing  the  enve- 
lope. And,  since  he  is  not  from  Europe,  he  is  provid- 
ing a  different  perspective."  Again,  an  outside  influ- 
ence, such  as  a  North  American  abroad,  can  have  its 
positive  influence  on  moving  business  objectives  for- 
ward— diversity  here,  diversity  there. . . . 

Philip  Morris  Companies,  Inc.  has  implemented  a 
system  to  monitor  the  upward -mobility  progress  of 
women  worldwide  in  their  organization.  Shirl  Harrison, 
vice-president  of  diversity  management,  explains,  "We 


Select  Southeast  Asian  ^^^^H^ 
Countries  Basic  Statistics  ^^^^H^ 

ETHNIC  DIVISIONS 

LITERACY* 

LABOR  force! 

Brunei 

Malay  64%,  Chinese  20%,  other  16% 

77% 

89,000 

Cambodia 

Khmer  90%,  Chinese  5%,  other  5% 

35% 

2.5-3,0  million 

Indonesia 

Majority  of  Malay  stock  comprising 
Javanese  45%,  Sundanese  14%, 
Madurese  7.5%,  coastal 
Malays  7.5%,  other  26% 

77% 

67,000,000 

Laos 

Lao  50%.  Phoutheung  15%, 
tribal  Thai  20%.  Meo,  Hmong,  Yao, 
and  other  1 5% 

84% 

1-1.5  million 

Malaysia 

Malay  &  other  indigenous  59%. 
Chinese  32%,  Indian  9% 

78% 

7,258.000 

Myanmar 

Burman  68%.  Shan  9%,  Karen  7%, 
Rakhine  4%,  Chinese  3%,  Mon  2%, 
Indian  2%,  other  5% 

81% 

16,036.000 

Philippines 

Christian  Malay  91.5%,  Muslim 
Malay  4%,  Chinese  1.5%,  other  3% 

90% 

24,120,000 

Singapore 

Chinese  76.4%.  Malay  14.9%. 
Indian  6.4%.  other  2.3% 

88% 

1,485,800 

Thailand 

Thai  75%,  Chinese  14%,  other  1 1  % 

93% 

30,870,000 

Vietnam 

Vietnamese  85-90%,  Chinese  3%, 
ethnic  minorities  include  Muong, 
Thai.  Meo.  Khmer,  Man,  Cham: 
other  mountain  tribes 

88% 

32.7  million 

'Percentage  of  age  15  and  over  who  can  read  and  write 
Source:  CIA  World  Factbook.  1993/94, 
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are  tracking  and  monitoring  women  in  management  on 
a  global  basis.  We  have  identified  the  women  who  are  in 
the  different  regions,  in  what  positions,  and  their  devel- 
opment needs  within  our  succession  planning  process. 
A  key  component  withni  our  management  development 
process  is  the  Philip  Morris  Leadership  Profile,  which 
outlines  the  characteristics  and  traits  of  present  and 
future  Philip  Morris  business  leaders.  It  is  a  guide  for  all 
employees  to  aspire  to  which  is  color/gender -blind  and 
describes  in  detail  what  a  world-class  business  leader 
should  be  and  demonstrate. '  For  example,  they  want  an 
Australian  who  can  go  to  Europe,  or  a  European  to 
America— individuals  who  have  learned  to  transcend 
cidtural  boundaries.  "It  is  difficult  to  be  a  world-class 
business  leader  without  cross -function  and  cross- 
country development."  Harrison  observes,  "Each  year 
we  are  seeing  progress  during  each  talent  review.  Our 
chairman  holds  management  responsible  for 
the  development  of  diversity  within  each 
succession  plan  review.  He  wants  to 
know  specifically  who  is  and  who  can 
be  developed  for  positions  of  more 
responsibility." 

Age  Issues:  Age.  too.  has 
been  identified  as  a  high-prioriry 
area  for  the  European  Economic 
Community.  A  study  by  the  Wyatt 
Company  found  age  discrimi- 
nation common  in  European 
employment.  The  study  found 
discrimination  evident  in  three 
main  areas: 

recnutment  age  barriers 

eligibility  for  benefits 

and  termination  for  old  age 

Additionally,  the  Wyatt  report 
found  that  it  is  legal  and  common 
to  refuse  applications  from  people 
over  a  certain  age  in  most  European 
countries.'"  Conversely,  in  Asia, 
there  are  a  high  numljer  of  young  peo- 
ple in  the  work  force.  Yet,  discrimination 
against  the  elderly  is  not  uncommon  in  the 
workplace.  In  China,  for  example,  the  last  employer  is 
the  one  that  supports  an  employee  upon  retirement. 
Hence,  it  is  often  difficult  for  individuals  over  40  to  get 
jobs— preference  is  given  to  younger  employees.  This 
poses  some  challenges  to  a  U.S.  perspective  and  to  U.S. 
companies  operating  abroad  that  are  espousing  certain 
values  and  practices. 

Migration  and  Immigration:  Migration  and 
ininiif^ratiiiii  is  also  an  issue  particularly  m  Western 
Europe.  According  to  a  Conference  Board  report,  by 
1990  some  nine- million  migrants  remained  in  the 
Luroji'-an  Union,  and  a  large  number  of  illegal 
1)1  ;iir;iiits  were  spreading  across  most  European 
Ci:  nines  (SFF.  EXHIBIT  4)."  Migration,  in  general,  is 
ex..  f  rli.itcd  by  the  global  economy  and  an  increasing- 
ly glulKil  Lilioi-  pool. 


Disabilities:  Although  explicitly  identified  in 
nearly  all  U.S.  diversity  initiatives,  disabilities  are 
rarely  a  top  priority  among  companies  when  thinking 
about  global  diversity.  Yet,  according  to  the  United 
Nations,  there  are  a  half- billion  people  in  the  world 
with  disabilities.  In  fact,  an  unusually  large  percentage 
of  disabled  (85%)  are  in  developing  countries.  This  is 
where  much  of  the  economic  growth  is  occurring  and 
where  we  in  the  U.S.  will  be  doing  business. 

In  1982  the  United  Nations  World  Programme  of 
Action  Concerning  Disabled  Persons  was  adopted 
unanimously  in  the  General  Assembly.  The  World 
Programme  is  a  global  strategy,  the  goal  of  which  is  the 
full  and  equal  participation  of  persons  with  disabili- 
ties in  all  aspects  of  life.  To  further  move  initiatives 
forward.  The  Franklin  Delano  Roosevelt  International 
Award  was  established  in  1995.  This  award  is  pre- 
sented to  a  nation  that  has  made  notewor- 
thy national  progress  toward  the  goal  of 
expanding  the  participation  of  peo- 
ple with  disabilities  for  economic, 
humanitarian,  and  social  reasons. 
In  1996  the  inaugural  award 
went  to  Korea.  Within  the  past 
decade,  Korea  has  made  great 
strides  in  improving  the  quali- 
ty of  education,  rehabilitation, 
and  general  welfare  of  its  dis- 
abled citizens.  Korea  serves  as 
one  example  for  the  rest  of  the 
world. 

In  fact,  the  U.S.,  as  Korea, 
has  taken  a  lead  in  this  area. 
Man  A.  Reich,  president  of 
the  National  Organization  on 
Disability,  explains,  "Since  the 
U.S.  is  a  leader,  one  can  assert 
with  pride  that  the  U.S.  has 
provided  leadership  in  the 
world  in  the  area  of  disability. 
Other  nations  look  to  us  increas- 
ingly for  ideas  and  examples  of  how 
rograms  at  all  levels— government, 
nongovernment,  individuals— can  be  set  in 
place  to  bring  people  with  disabilities  into  the  main- 
stream." Reich  adds,  "Investing  in  people  with  disabil- 
ities throughout  the  world  promises  great  returns  from 
an  economic  and  a  humanitarian  standpoint. 
Increasingly,  the  half-billion  with  disabilities  are  rec- 
ognized as  having  dedication,  being  hardworking, 
maintaining  good  work  habits,  being  loyal  to  their 
employers,  and  eager— perhaps  more  than  other  work- 
ers—to  achieve  the  dignity  that  comes  about  through 
work.  We  are  not  suggesting  that  American  business  or 
the  business  enterprises  of  the  world  solve  the  social 
problems.  But,  we  are  suggesting  it  is  an  economic 
opportunity  that  by  employing  and  recognizing  this 
segment— the  largest  minority  in  the  U.S.— has 
tremendous  untapped  potential.  They  want  to  con- 
tribute." 
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SEARS.  A  foundation  of  diversity. 
Meeting  the  challenge  of  change. 


A  compelling  place  to  work,  shop  and  invest. 

For  more  infotTnation,  please  write: 
SEARS,  ROEBUCK  and  CO. 

Minority  and  Women-Owned  Sourcing:  BW  Dept.  707D  EC-224B 

or  College  Relations:  BW  Dept.  707-9  E2- 1  I  3B 

or  Executive  Recruitment:  BW  Dept.  707  HO,  FC-4 1 4B 

3333  Beverly  Road,  Hoffman  Estates,  Illinois  60 1 79 


Come  see  the  many  sides  of  SEMRS 

See  us  on  the  internet  at  hn:p://www.Sears.com.  An  Equal  Opportunity/ Affirmative  Action  Employer 


Diversity  is  Everywhere:  Work  force  issues, 
although  varying,  exist  worldwide.  And,  increasingly, 
the  labor  pool  itself  is  becoming  a  global  labor  pool 
where  the  work  force  knows  no  geographical  bound- 
aries. William  B.  John.ston,  in  the  Harvard  Business 
Review,  explains  that,  "the  movement  of  people  from 
one  country  to  another  is.  of  course  not  new....  During 
the  1990s,  the  world's  work  force  will  become  even 
more  mobile,  and  employers  will  increasingly  reach 
across  borders  to  find  the  skills  they  need."  This 
heightens  the  complexity  of  issues.  Heriberto  Dixon, 
professor  of  management  at  the  Milano  Graduate 
School  at  the  New  School  for  Social  Research,  notes, 
"Technology  has  allowed  us  to  tap  talent  around  the 
world.  For  example,  India  is  the  largest  producer  of 
programmers.  We  can  tap  into  that  labor  pool  and  they 
don't  have  to  go  anywhere.  Of  course,  this  poses 
opportunity  and  challenge.  How  do  you  manage 
someone  so  far  away?  What  are  the  cultural  implica- 
tions of  managing  people  in  India?" 

Sometimes,  we  as  Americans  forget  how  diverse 
we  are,  and  especially  how  diverse  other  countries  are 
as  well.  For  example,  we  often  group  Asians  into  one 
broad  category.  But,  within  Southeast  Asian  countries, 
we  can  see  many  ethnic  groups  representing  a  broad 
array  of  ethnic  and  religious  diversity  (SEE  EXHIBIT  5). 
We  often  talk  of  "Europeans"  who  in  fact  represent 
many  nations,  languages,  cultures,  and  religions.  The 
same  can  be  said  of  Latin  American  countries,  which, 
although  bound  by  a  language,  represent  many 
nations  and  often  diverse  cultural  differences.  Yet, 
each  country  and  region  has  its  own  issues  of  bias  and 
discrimination.  Each  countiy  and  region  has  its  own 
human  resources  issues,  problems,  challenges,  and 
opportunities. 


Recognizing  that  issues  of  difference,  discrimi- 
nation, and  hate  exist  everywhere,  Lewis  Griggs  and 
Lente- Louise  Louw  of  Griggs  Productions  explain 
that  when  we  look  at  diversity,  we  are  looking  at  what 
barriers  are  tolerated  across  differences.  They 
explain,  "We  call  this  diversity  'noise,'  the  stuff  you  bring 
to  the  table— raci'sm,  sexism.  We  find  that  'noise'  all 
over  the  world,  but  it  is  different  all  over  the  world.  If 
you  go  to  Ireland,  it  is  Catholic/Protestant.  In  Japan, 
it  is  gender/foreigner,  and  in  South  Africa,  it  is  race/ 
tribes. "  Discrimination  is  real  around  the  world.  Yet, 
Anerica's  corporations  may  take  the  lead  in  address- 
ing these  issues,  especially  as  competitive  advantage 
deems  it  necessary  to  ensure  that  no  potential  is  lost. 
The  opportunity  for  U.S.  companies  is  to  bring  these 
issues  to  light  and  to  overcome  these  barriers. 

Is  Global  Diversity 
a  Smokescreen  for 
Domestic  Issues  Around 
Race  and  Gender? 

Phere  is  some  resentment  and  push-back  in 
the  field  of  diversity  toward  the  emphasis  on 
global  diversity.  It  is  seen,  by  some,  as  a 
potential  smokescreen  to  avoid  some  of  the 
real  and  pressing  issues  around  race  and  gender  that 
exist  on  U.S.  soil.  Diversity  practitioners  share  some 
of  their  views  on  the  relationship  of  global  diversity  to 
affirmative  action  and  issues  of  race  and  gender: 
IBM's  Ted  Childs  says,  "I  think  global  diversity  is  a 
smokescreen  when  people  want  it  to  be.  When  I  first 
acquired  responsibility  for  this  [diversity],  we  merged 
EEO  and  work- life  with  diversity.  There  was  a  concern 
that  I  retain  the  AA  label.  Over  the  period  of  a  year,  I 
got  rid  of  the  title,  diversity  and  EEO.  I'm  not  con- 
cerned about  this  disappearing.  I  am  not  going  to  step 
away  from  the  intent.  1  just  don't  want  a  label  that  peo- 
ple can  take  a  swing  at.  People  get  too  caught  up  in  the 
debate.  We  can't  forget  the  purpose  of  AA,  but  we  must 
remind  ourselves  it  can't  just  be  administered  in  a 
race  and  gender  way.  We  have  to  remember  the  dis- 
proportionate poor— we  can't  forget  people  who  are 
white  and  poor.  Also,  it  is  counter- marketplace.  Each 
IBM  geogi'aphy  has  to  identify  its  own  geographic- 
specific  issues.  We  developed  a  model,  the  house' 
with  three  pillars— EEO.  AA.  work-life.  If  we  build  a 
bridge  between  the  marketplace  and  the  workplace,  it 
all  becomes  an  important  part  of  day-to-day  conduct." 

"It  needs  to  be  part  of  an  overall  game  plan." 
explains  Silicon  Graphic's  Deb  Dagit.  "Some  companies 
definitely  do  put  more  emphasis  on  easier  to  deal  vwth 
aspects  of  diversity.  Global  diversity  is  interesting,  it's 
new,  and  people  are  interested  in  exploring  it.  Because, 
it  is  easier  to  tie  to  business  revenue,  it  is  easier  to  talk  to 


3M  Human  RpBOurce  Priite^l^tes^ 

The  peop\A^^r5M  are  the  company's  most  valuable  resource. 
They  are^  primary  means  by  which  3M  goals  and  objectives  will 
be  atUftie^.  3M  management,  therefore,  believes  that  it  is  essential 
to|Dravide  im  organizational  structure  and  a  work  climate  which: 

Respect  th^  dignity  and  wor»i  of  individuals,  by  encouraging  their 
highe^Jevel  of  performance  in  a  fair,  challenginsb  objectiye  anrf: 
coo|>erative  work  environment  Individual  rights  are  respected,  i 
Timely  and  open  communication  to  and  from  employees  is  encour- 
aged. Supervisors  and  managers  are  accountat>le  for  the  perfor- 
mance and  development  of  the  employees  assigned  to  them. 

Encourage  the  initiatiHe  of  each  employee  by  providing  both  direc- 
tion and  thtttfflHi^to  work  creatively.  Risk  taking  and  innovation 
are  requiremMH&prowth.  Both  are  to  be  encouraged  and  sup- 
ported in  an  atmRl^fe^tJf  Integrity  and  mutual  respect 

Challenge  individu 
tion  and  deveU 
the«Tqak>yee,bysu 

Provide  equal  opportunHi/  i&f^fl^iofmenl  and  equitably  reward 
good  performance.  Perform^in^is  evatuatid  against  objective, 
job-related  criteria  and  rewaix^  vntti  appropriate  recognition 
and'eompensation.  '"fW  %'  •  ■> 

..V  .  Mm   ^-k'^^-MV.::; 


»t>»ough  proper  placement,  orienta- 
Mty  for  devetopment  is  shared  by 
nrtanagers,  and  by  the  company 
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PEOPLE  |%\V  E"  S  M  A  L  L  PHONES. 

JT  TH/T  DOESN'T  MEAN 

lEY  HAVE   THE    MOST  ADVANC 

:CHNOLOGY.  If  her  lips  coul    actuaTly  move, 

V  she  wp^ld  tell  you  that  wireless  phones' are  getting 
ler,  but  ncffe-necessarily  better.  That's,  about  to  change.  QUALCOMM, 
developer  of  CDMA  digital  technology,  has, created  the  Q  phone, 
you  can  get  crystal  clear  calls,  no  cross-talk  and  the 
security  available,  all  in  a  palm-size  digital  PCS  phone, 
omparison,-  everything  else  will  seem  like.,  well.  toys.  For  a 
;r  look,   contact  us  at  www  .  qua  1  comm . com/cdma  or  1-800-349-4188. 
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the  executive  team  about  why  they  should  invest.  Global 
diversity  has  been  used  as  a  smokescreen  by  some.  But, 
there  is  no  reason  we  can't  or  .shouldn't  do  both— both 
are  important  for  different  reasons.  It'  operating  in  the 
U.S.,  we  have  real  issues  here;  not  addressing  them  is  not 
good  for  business  in  any  country." 

'Tou  can't  muddy  the  domestic  diversity  issues  with 
the  global  ones,"  says  Philip  Morris'  Shirl  Harrison. 
"Basically,  1  think  it  is  important  to  keep  it  simple.  In 
the  domestic  workplace,  the  heart  of  diversity  issues 


icM  Graphics:  Purpose  &  Core  Values 
on  the  Future 

pose:  Unleashing  the  power  of  huinan 
creativity  &  insight. 

Fairness  &  Respect 

How  We  Treat  People 


Integrity 


Breakthrough  Results 

What  We  Deliver 


rests  with  the  inclusion  and  development  of  women  and 
people  of  color.  In  the  global  arena,  the  predominant 
diversity  issue  is  the  development  of  women  and  local 
nationals  m  management.  If  you  are  going  to  approach 
this  from  a  global  diversity  basis,  an  organization  must 
deal  with  both  issues.  But  in  both  arenas,  the  objective 
is  about  reflecting  our  customers  and  maintaining  the 
quality  of  leadership  by  keeping  it  diverse." 

Valerie  Crane,  executive  vice-president.  Bank  of 
America,  says,  "Where  I  see  this  problem  is  where  the 
entire  business  case  is  built  on  global  diversity,  ignornig 
race,  gender,  sex-ual  orientation,  etc.  We  have  chosen 
to  focus  intensely  on  these  issues  in  the  U.S.  But,  we 
are  not  making  the  assumption  that  what  we  do  here 
will  work  elsewhere." 

PPG  Industries'  Beverly  Thornton  adds  that  there 
needs  to  be  clarification  of  the  issues  in  the  global 
context:  "One  of  the  perceptions  from  abroad  is  that 
diversity  in  the  U.S.  means  affirmative  action— more 
legal  and  legislative  U.S.  -based  issues.  We  have  to  help 
people  understand  what  in  fact  we  are  talking  about." 

The  U.S.  does,  in  fact,  have  some  real  issues  to 
address.  Current  debates  around  affirmative  action 
reflect  a  backlash  and  misunderstanding  of  the  issues 
and  the  purpose  of  this  initiative.  And,  it  reflects  the 
reality  that  "all  is  not  perfect  in  the  land  of  opportuni- 
ty." Marc  Wallace  of  J.  Howard  and  Associates  at  an 
ACFF/NBMAAA  diversity  conference,  explained,  "Qaims 
by  employees  of  wrongful  termination,  discriminatory 
treatment,  and,  in  particular,  sexual  harassment  are 
mushrooming  in  businesses  today.  In  1994,  the  Equal 
Employment  Opportunity  Commission  received  more 
than  90,000  complaints  alleging  harassment,  discrim- 
ination, and  other  wrongful  conduct,  and  expects  to 


receive  more  than  100,000  during  the  coming  year. 
Lawsuits  against  companies  for  racial  and  sex  discrim- 
ination represent  considerable  direct  costs  for  noncom- 
pliance. The  glass  ceiling  is  still  very  much  in  place  in 
corporate  America.  A  census  of  women  conducted  by 
research  firm  Catalyst  found  that  while  women  make 
up  46%  of  the  work  force,  they  represent  only  10%  of 
corporate  officers  in  major  or  top  companies." 

Childs  concludes  that  the  marketplace  is  helping 
us  learn,  whereas  the  moral  debate  did  not.  "Wlien  we 
look  at  the  marketplace,  issues  and  income  flow  such 
as  the  fact  that  Asians  have  $150  billion  in  buying 
power,  the  economics  of  respecting  and  valuing  diver- 
sity will  help  you  do  better  than  legislation  designed. 
You  won't  let  your  competitors  steal  that  advantage 
over  you  with  any  particular  constituency's  buying 
potential.  These  constituencies  bring  money  to  the 
table.  Companies  need  to  be  thoughtful  about  who  is 
buying.  There  is  new  money  coming  from  where  we 
haven't  gotten  it  before.  But.  we  won't  get  it  if  we  don't 
reflect  and  know  the  people  that  it  comes  from." 

The  bottom  line  about  racism  and  sexism  in  the 
U.S. :  If  these  initiatives  are  not  addressed  here,  it  will 
inhibit  our  ability  to  compete  globally.  What  progi'ess 
have  we  made  here  that  might  help  us  abroad?  Wliat 
have  we  learned  about  what  works  and  doesn't  work? 
Wliat  might  we  learn  from  other  countries  and  their 
experiences?  What  will  other  countries  learn  from  our 
experiences? 


The  Concept  of 
Culture:  Opportunity 
for  the  United  States 

ulture  plays  a  critical  role  in  global  diversi- 
ty. In  fact,  culture  differences  often  lead  to 
misunderstanding,  so  understanding  these 
differences  also  helps  us  look  beyond  the 
superficial  and  visible.  Our  simplistic  categories  for 
race  and  gender  and  ethnicity  don't  allow  for  all  the 
complexities  that  come  into  play  among  human  beings. 
Terms  such  as  white,  male,  female,  Asian,  Hispanic, 
and  African -American  hardly  begin  to  address  the  real 
issues  and  cause  us  to  focus  on  very  superficial  ele- 
ments. There  is  opportunity  in  the  culture  concept  to 
address  issues  more  effectively  in  the  U.S.  Until  the 
growing  interest  in  global  diversity,  cultural  differ- 
ences or  "nuances'  were  rarely  explored,  so  companies 
missed  a  key  learning  opportunity  for  domestic  initia- 
tives. Albert  J.  Jaramillo,  Ph.D.,  managing  director. 
Workplace  International,  notes,  "When  acting  socially 
and  doing  business,  we  sometimes  tend  to  ignore 
nuance.  We  are  not  always  detailed  in  terms  of  people's 
behavior.  Understanding  nuance  can  help  us  commu- 
nicate more  effectively."  The  McGraw-Hill  Companies' 
Lolita  Chandler  confirms,  "We  need  to  have  a  mindset 
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that  understands  the  concept  of  culture.  Wliat  are  the 
noi  ms  outside  the  U.S.?  What  drives  people?  What  do 
they  value  and  respect?  What  are  the  norms  around 
work?  What  is  admired  in  leadership?  Our  ideals  may 
be  contrary  to  other  cultiu'es  and  we  need  to  know  how 
that  translates.  We  need  to  know  how  we  are  perceived 
by  others." 

Corporate  Culture  and  Local  Culture:  The 

concept  of  corporate  culture  is  nothing  new  to  most 
husinesspeople.  In  fact,  the  term  "culture  change"  is  a 
familiar  one  and  is  often  identified  as  an  objective  in 
many  corporate  initiatives  from  diversity  to  TQM  to 
re-engineering.  If  a  corporate  culture  is  not  aligned 
with  new  work  force  and  workplace  realities,  then 
change  is  necessary.  However,  the  term  "cultural 
adapt  iiion"  might  be  more  appropriate.  In  fact,  the 
world  IS  changing  and  change  is  now  recognized  as  a 
constant  in  a  world  of  chaos.  Sometimes,  too.  the  con- 
cept of  change  forgets  what  we  do  well.  Diversity  is  a 
tool  to  build  on  strengths,  and  to  eliminate  barriers. 

f;i()bal  diversity  is  also  about  aligning  corporate 
cultuif  10  be  flexible  and  adaptable  with  multiple  cul- 
tuies  and  growing  global  work  force  and  workplace 
idilies.  Within  a  business  context,  however,  there 
an  lioundaries  that  must  be  defined  within  the 
fraiiirvvDi  k  ol  business  goals  and  objectives.  3M's  Ron 
Baukol  says.  "1  liken  leadership  and  culture  to  playing 


soccer  or  football.  It  is  very  easy.  There  are  goals  at 
both  ends.  Everyone  knows  where  they  are.  It  is  up  to 
the  leaders,  the  field  has  boundaries."  At  3M  the 
"boundaries"  are  business  conduct,  financial,  cus- 
tomer, and  human  resources  principles.  Baukol  con- 
cludes: "There  is  a  lot  of  room  on  the  field.  We  just 
have  to  make  sure  you  understand  the  boundaries." 
While  companies  are  learning  that  boundaries 
might  be  more  flexible 
than  traditionally  thought, 
the      boundaries  still 
remain— the  bottom  line  is 
the  bottom  line.  Only  those 
who  understand  the  facts, 
and  the  subtle  nuances  of 
global  diversity  and  culture 
that  can  make  or  break  a 
company,  will  succeed  in 
the  global  economy. 


How  Is  Diversity  Being 
Utilized  for  Global 
Competitive  Advantage? 

PWTP  he  imperative  is  clear;  the  need  to  respond  evi- 
lent.  but  the  task  of  capitalizing  on  opportuni- 
I  les  presents  a  greater  challenge.  Many  compa- 
nies  are  seeking  out  ways  to  enhance  business 
effectiveness  through  diversity. 

Despite  the  tremendous  amount  of  activity  in  this 
area,  there  are  few  formal  global  diversity  strategies. 
Most  companies  are  budding  from  diversity  strategies 
already  developed  domestically.  For  example.  Bank  of 
America's  Valerie  Crane  explains:  "  We  chose  in  the 
beginning  not  to  enter  into  global  diversity  work  until 
we  had  a  good  sense  of  what  is  and  is  not  working  here. 
We  did  some  work  on  understanding  other  places  out- 
side the  United  States  and  are  not  making  the 
assumption  that  what  works  in  the  U.S.  will  work  else- 
where. But,  we  are  finding  that  more  applies  than  we 
originally  thought."  Bank  of  America  is  finding 
strength  in  domestic  initiatives  for  helping  them 
abroad.  Carole  Snyder,  senior  vice-president  of  cor- 
porate affairs  at  General  Public  Utilities,  notes  that 
GPU  was  able  to  build  upon  the  deregulation  experi- 
ence of  their  British  affiliate  to  help  them  better 
understand  and  anticipate  issues  in  the  U.S.  market. 
Clearly,  global  diversity  strategies  are  demonstrating 
benefits  for  the  organization. 

Developing  Strategies 

Anna  Duran,  president  of  The  Duran  Group  and  an 
adjunct  professor  at  Columbia  Business  School,  explains 
that  "a  well-structured  global  or  domestic  strategy  will 
be  needed  for  a  company  to  adapt  to  and  seize  opportu- 
nities arising  from  a  changing  environment.  One  critical 
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It  Fannie  AAae,  we 
are  committed  to  breaking  down 
the  harriers  to  homeownership, 
including  discrimination.  We 
work  to  toster  diversity  within 
the  industry  and  among  our 
business  partners. 

We  have  embraced  diversity 
as  one  of  our  core  values.  We 
value  the  differences  of  our 
employees  and  provide  a  variety 
of  opportunities  to  promote  their 
individual  growth. 

Call  us  at  1-800-243-7810 
for  a  copy  of  our  1996  annual 
report.  Or  visit  our  Web  site  at 
www.tannrTnae.com  for  more 
information.  V-  ./ll  see  that  when 
it  come?  to  people  achieving  the 
American  i")ream.  wo  don't  want 
anything  to  stand  in  the  way. 


FannieMae 

Special  Adi-ertisin.jr  Section 


element  in  any  successful  strategy  will  be  how  to  balance 
two  seemingly  opposing  forces— the  profit  producing 
needs  of  a  business  and  the  need  to  respond  to  multi- 
cultural interests.  Such  a  strategy  will  require  a  combi- 
nation of  vision  and  discipline. ...Companies  that  can 
develop  appropriate  strategic  initiatives  and  tap  into  a 
work  force  that  is  skilled  in  these  areas  will  have  a  definite 
competitive  advantage  in  the  new  millennium."  Duran 
identifies  what  she  sees  as  some  of  the  key  components 
to  competitive  advantage  in  a  global  marketplace: 

Vision  development 

Action  planning 

Managing  change 

Creating  a  customer  focus  that  incorporates 
a  world  view  perspective 
®  Building  and  improving  human  resource 
systems  for  a  global  work  force 
Developing  social  capital  within  communities 
Marketplace  analysis  with  a  cross-cultural 
perspective 

Creating  a  culture  that  values  diversity  is  the  focus 
of  many  organizations  as  part  of  a  greater  strategy.  This 
perspective  is  reflected  in  many  corporate  examples 
where  diversity  is  appearing  as  a  key  component  of 
overall  business  strategy— a  strategy  within  a  strategy. 
Procter  &  Gamble  s  statement  of  purpose,  for  example, 
clearly  identifies  its  values  on  people:  "We  will  provide 
products  of  superior  quality  and  value  that  best  fill  the 
needs  of  the  world's  consumers.  We  will  achieve  that 
purpose  through  an  organization  and  a  working  envi- 
ronment which  attracts  the  finest  people;  fully  devel- 
ops and  challenges  our  individual  ^^^^^ 
talents;  encourages  our  free  and  ^^^^^ 
spirited  collaboration  to  drive  the 
business  ahead;  and  maintain  the 
company's  historic  principles  of 
integrity  and  doing  the  right  thing. 
Through  the  successful  pursuit  of  our 
commitment,  we  expect  our  brands 
to  achieve  leadership  share  and  prof- 
it positions  and  that,  as  a  result,  our 
businesses,  our  people,  our  share- 
holders and  the  communities  in 
which  we  live  and  work  will  prosper." 

Diversity  and  International  HR 
initiatives  are  part  of  RR  Donnelley 
&  Sons  Company's  overall  cultural 
change  effort  to  create  an  organiza- 
tion that: 

ft  Is  fast,  flexible,  efficient,  and 
customer  focused 

Is  aware  of  and  responsive  to  changes  in  its 
competitive  environment 

Quickly  recognizes  and  adapts  to  new  businesses, 

directions,  and  challenges 
9i  Continuously  analyzes  current  processes  and 

seeks  ways  to  further  improve 
*'  Has  people  who  understand  they  have  the 

ability  to  influence  company  performance 


and  are  accountable  for  contributing  to  its  success 
Operates  on  a  foundation  of  direct  and  open 
communication 

Through  diversity  and  inclusion  RR  Donnelley  plans 
to  "effectively  support  the  increasingly  global  nature  of 
operations  through  valuing  every  employee's  contribu- 
tion and  their  unique  perspective,  skQls,  and  abilities  by: 
Improved  understanding  of  how  to  effectively 
manage  a  diverse,  global  work  force 
Increased  measurement  of  progress  toward 
greater  work  force  diversity 
Strengthen  employee  cornmitment  through 
reinforcement  of  each  individual's  dignity  and  value 
Enhanced  individual  and  team  performance 

And  in  a  complementaiy  effort  through  their 
International  HR  initiatives,  RR  Donnelley  hopes  to 
implement  processes  and  programs  that  increase 
support  to  leverage  international  operations  by: 

common  understanding  of  corporate  values 

and  purpose  across  cultures 

support  for  movement  of  employee  resources 

to  international  sites 

shared  best  practices  used  to  enhance 

company  performance 

RR  Donnelley's  Altobelli  explains:  "We  are  in  the 
process  of  transferring  and  building  some  core 
Donnelley  values  throughout  the  regions  of  the  world 
we  are  in.  And,  we  are  seeing  some  progress." 


J^ejph  E.  Seagrams 
^(<€k>n$,  Inc. 

Commfinication  Strategy 

Keys  to^ridging  Cultural  Divides 

•  Develop  and  articulate 
core  values 

•  Seek  and  empha'size 
commonalities 

•  Make  reward  systems 
consistent 

•  Advocate,  facilitate,  and  pro- 
vide recognition  for  teamwork 

•  Create  common 
experiences  for  people 

•  Develop  a  common 
language  or  vocabulary 


▲ 
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Struchiiing  a  Dwersity  Strategy 

It  seems  that  most  companies  have  a 
corporate  directive  that  encompasses 
diversity  companywide.  yet  with  fle.xi- 
bility  and  some  decentralized  activi- 
ties. However,  there  are  many  different 
ways  in  which  initiatives  are  structured, 
and  companies  are  looking  for  ways 
that  will  work  best  for  them.  One  of 
the  challenges  is  to  create  a  multicul- 
tural, multinational  team  that  ensures 
consistency  for  the  company  with 
flexibility  for  local  needs. 

3M  provides  a  solid  model— The 
Human  Resources  Advisory  Committee 
on  Diversity —for  overseeing,  develop- 
ing, and  ensuring  diversity  progress 
throughout  the  organization.  The 
organizational  framework  to  support 
their  diversity  vision  is  a  continually 
evolving  stmcture  that  will  change  as  a  means  to  help 
meet  their  goals— it  is  headed  by  Ron  Baukol,  and 
includes  people  representing  3M  worldwide.  Baukol 
explains,  "The  idea  of  having  a  centralized/decentral- 
ized effort  is  that  the  centralized  sets  the  tone  and 
establishes  the  tools,  shares  best  practices,  and  acts  as 
a  catalyst.  It  makes  sure  the  entire  population  is  valued 
and  practices  properly.  We  are  now  trying  to  make 
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The  Global 
Management 
Matrix 


Global 
Enterprise 


International 
or 

Muttinational 
Corporation 


Leadership  Development  Clusters 


Managing  the 
Environmental 
Scan 

How  do  we 
:lr-termine  what 
must  go  right? 


Global  trends, 
conditions,  and 
resources. 


Multidomestic 
trends, 

environmental 
conditions, 
and  strategic 
resources. 


Managing  the 

Competitive 

Strategy 

How  do  we 
allocate  and  align 
resources? 


Integrate 
wholistic 
strategies. 


Proliferate 
successful 
domestic  market 
model  with  cul- 
tural adaptation. 


Managing  Managing 

Organizational  Teams  and 

Versatility  Alliances 

How  do  we  organize  How  do  we 

tor  success  today  and  connect  with  others 

tomorrow?  for  advantage? 


Create 
free-flowing 
resource- 
allocation 
schemes. 


Adapt  systems 
and  processes 
to  international 
competitive 
conditions. 


Create  global 
strategic 
partnerships - 
inter-  and  intra- 
organizational 
links. 


Develop 
multinational 
alliances  and 
ventures;  manage 
cross-cultural 
work  teams. 


Managing 
Change  and 
Chaos 

How  do  we  thrive 
in  times  of  unpre- 
dictable change? 


Pro-actively 
create 
destabilized 
conditions  for 
advantage. 


Respond  and 
adapt  to  destabi- 
lizing change  by 
flexibly 
reallocating 
resources  across 
national  markets. 


Managing 

Personal 

Effectiveness 

How  do  wg  change] 
and  grow  successfi' 
as  individuals?  ;' 

I 
t 

Transcend 
cultural 
differences. 


Work  effectivel; 
in  cross-cultural 
situations. 


Exporter 


Offshore  market 
trends  and 
conditions: 
domestic  strate- 
gic resources. 


Extend  domestic 
success  to 
offshore  markets. 


Respond  to 
emerging 
foreign-market 
opportunities. 


Manage 
cross-cultural 
distribution  links. 


Adapt  to 
destabilizing 
change  by  flexibly 
reallocating  or 
withdrawing  from 
foreign  markets. 


Understand 

cross-cultural 

needs. 


Domestic 
Enterprise 


Domestic 
market  trends, 
resources,  and 
environmental 
conditions. 


Penetrate 
and  segment 
markets. 


Respond  to  local 
competitive  and 
market  changes. 


Manage 

cross-functional 
teams. 


Flexibly  protect 
ourselves  against 
unpredictable 
change. 


Understand  self; 
and  associates 


^'1989  Wilson  Learning  Coqxiration  .mil  Ittii 


sure  tools  are  utilized  in  each  of  the  operating  depart- 
ments and  divisions. " 

IBM  has  established  a  global  diversity  council- 
one  (A 32,  diversity  councils  around  the  vv'orld.  Each  of 
IBM  geographies  and  senior  vice-president  teams  are 
represented  on  the  council.  The  Council  meets  twice  a 
year.  Tlie  group  covers  a  variety  of  issues  based  upon 
the  marketplace,  cultural  awareness  and  acceptance, 
mulfilingualism.  diversity  of  the  management  team, 
advancement  of  women,  workplace  flexibility,  and 
work  hie  balance. 

PFlJ  I  nilustrie.s  h<is  a  wf)rld  conference  that  brmgs 
in  leadership  teams  from  around  the  world.  Recently, 
diversily  was  on  the  agenda.  PPG's  Beverly  Thornton 
explains,  "We  asked  s[)ecifically  what  we  could  do  to 
create  a  more  inclusive  work  environment.  Our  busi- 
ness leaders  from  around  the  world  were  interested— 
ti.  V  .igreed  that  understanding  and  valuing  differ- 
ences IS  iinporlant  throughout  the  organization."  She 
adds,    i'liere  are  still  issues  of  tapping  talent  in  all 


areas  of  the  business  and  it  boils  down  to  respect.  The 
bottom  line  is  that  respect  leads  to  getting  the  job 
done  and  interacting  effectively  on  teams.  When  peo- 
ple are  respected,  we  are  more  productive,  more  wdll- 
ing  to  contribute,  and  we  service  our  customers  more 
effectively. " 

Bank  of  America  has  worked  with  employees  in 
Europe  to  create  an  Employee  Focus  Council.  They  are 
addressing  issues  around  geographic  location  and 
function,  across  countries  and  cultures— gender,  eth- 
nicity is  not  their  first  priority.  Crane  explains,  "In 
some  cultures  religion  may  be  the  primary  issue— it's  a 
matter  of  degree  and  perspective.  " 

Some  of  the  strategies  Hewlett-Packard  has  devel- 
oped include: 

Hiring  a  European  diversity  program  coordinator 
Holding  a  European  diversity  conference 
Instituting  a  Latin  American  region  diversity 
task  force 

Creating  Australian  work/life  initiatives 
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When  the  women  of  America  made  a 


commitment  to  do  the  same  work  as  men,  CNA  made  a  commitment 


to  the  women  of  America, 


'  1 


In  1906,  CNA  was  one  of  the  first  companies  to  insure  working  women  against  accidents  and  illnesses, 
occurring  on  the  job  or  away.  1 89?  1997 

A  Ql^niury  of  Commitment 


face  risks  every  day  of  our  lives.  That's  why  at  CNA  we've  made  a  commitment  tq-help  you  manage  your  risks,  however  diverse  they . 
(be.  From  personal  to  professional,  mega  to  minute.  From  long  term  care  coverage  to  workers' compensation  insurance,  you  need  the 
ncial  strength  of  a  company  with  over  $60  billion  in  assets  and  a  cei}tuEM  e.)(p§fi.^nce.  htip://w)^^  .    ,        .        -  , 


CNA 

For  All  the  Commitments  You  Make^ 


Hewlett-Packard: 
Fundamental  Behaviors  &  Actions^  ] 

MANAGEMENT         PROGRAMS  &  STAFFING  &  j 

LEADERSHIP  PROCESSES  DEVELOPMENT;  : 


At  the  core  of  most  of  these  initiatives  is  the  estab- 
lishment of  a  set  of  corporate  diversity  vakes. 

Values 

As  companies  work  worldwide  to  create  inclusive  cul- 
tures that  value  diversity  and  optimize  human  potential 
and  organizational  effectiveness,  they  are  using  shared 
values  to  tackle  cross-cultural  and  corporate  culture 
problems.  Donna  Goya,  senior  vice-president,  corpo- 
rate human  resources,  at  Levi  Strauss,  explains,  "When 
an  organization  has  a  common  set  of  values,  people 
don't  have  to  guess  what  is  important.  They  know. 
There  is  continuity  in  decision- making,  a  shared 
expectation  and  language  across  the  organization.  Tliis 
allows  employees  to  move  quickly  and  in  a  common 
direction.  That  fact  alone  gives  the  business  incredible 
leverage  and  momentum."  LaVelle  Bond,  vice-presi- 
dent—diversity,  Procter  &  Gamble  Worldwide,  con- 
curs, "We  have  a  template  that  we  share  across  the 
world— it  is  our  statement  that  everyone  at  P&G  is  unit  - 
ed  and  aligned  by  the  commonality  of  the  company's 
values  and  goals.  Diversity  is  the  uniqueness  each  of  us 
brings  to  fulfilling  our  values  and  achieving  our  goals." 

Values  as  Core  Human  Resources  and 
Guiding  Principles:  Companies  such  as  3M  have 
been  operating  un  the  same  basic  values  based  on 
their  human  resources  principles  since  the  1940s  (SEE 
EXHIBIT  6).  Ron  Baukol  at  3M  explains:  "These  princi- 
ples written  down  in  the  40s— respect,  dignity,  and 
worth  — encourage  initiative  in  each  employee,  chal- 
lenge capability,  and  guarantee  equal  opportunity.  We 
have  looked  at  what  is  the  best  way  to  practice  over- 
seas, and  gone  to  gi'eater  lengths  m  the  U.S.,  but  these 
things  are  the  best  way  to  do  globally  what  we  intend  to 
do."  Similarly,  a  relatively  "young"  company,  Silicon 
Graphics,  demonstrates  their  focus  on  the  future. 
"Spirit  of  SGI"  (see  exhibit  7). 

Diversity  Specific  Principles:  At  Hoechst 
Celanese.  it  is  formally  stated: 

"Values  are  the  Foundation  of  our  Success.  We 
operate  with  a  set  of  values  that  defines  our  culture 
and  giudes  us  in  how  we  conduct  our  business.  These 
values  form  the  foundation  of  how  we  respond  to  our 
{■mployees,  customers,  and  the  communities  where 
we  operate.  Our  values  promote  respect  for  individu- 
als and  the  contribution  each  can  make,  and  recognize 
thf  l)cru-fits  of  a  diverse  workplace  and  the  impor- 
tance iif  having  different  perspectives  in  our  deci- 
sionmaking processes.  Our  values  fo.ster  equal 
ojipoi  iiinity  for  each  employee  to  achieve  his  or  her 
potential  in  an  open  and  participative  environment 
where  innovation  and  teamwork  are  rewarded.  We 
value  our  diverse  work  force  and  see  it  as  a  strategic 
strength  that  gives  us  a  competitive  edge  to  maintain 
our  leadership  in  the  global  marketplace." 

Honeywell  has  created  a  muhilingual  diversity 
statem.  iit  brochure  titled  Helping  You  Control  Your 
World.  Dislnbuled  around  the  world,  it  translates  the 
following: 


Demonstrates 
Business  Priority 

Establishes  diversity 
objectives  and  strate- 
gies in  Hoshin  or  to 
support  Hoshin, 

Cascades  ownership 
and  accountability  for 
diversity  success  to 
managers/employees 
through  performance 
plan/evaluation. 

Invests  resources 
to  support  diversity 
initiatives. 

Integrates  diversity 
considerations  into 
customer/business 
strategies  and  plans. 

Reviews  results 
quarterly  to  ensure 
progress  in  all  areas 


Communicates 
Commitment 

Incorporates  diversity/ 
inclusiveness  into 
mainstream  business 
dialogue  and  planning. 

Articulates  business 
reasons  for  creating 
a  diverse,  inclusive 
workplace. 

Sets  the  tone  for  open, 
honest,  and  safe  work 
environment. 

"Walks  the  talk";  sets 
the  example. 

Discusses  diversity 
issues  at  coffee 
talks/staff/team 
meetings  regularly. 

Sensitive  to/uses 
language  that  is 
respectful  of  others. 

Provides  substantive 
PE  feedback. 


Accelerates 
Changes  Thru 
Education 

Attends  diversity 
awareness  training. 

Encourages  manage- 
ment/employee 
diversity  education. 

Supports  mentoring 
programs. 

Promotes  diversity 
"learning  by  doing" 
using  business  teams 
and  project  assignments 
for  peer-to-peer  teaching. 


Encourages  Others' 
Involvement 

Motivates  employees 
to  be  "creators"  of  "the 
best  place  to  work  for 
everyone" 

Sponsors  employee 
network  groups. 

Promotes  employee 
participation  through 
Diversity  Councils,  task 
forces,  forums,  and 
conferences. 

Rewards  and  recognizes 
diversity  champions 

Integrates  work/life 
considerations  into 
business  priorities. 


Seeks  New  Ways  to 
influence  Change 

Establishes  baseline, 
updates  programs  as 
organization/team  grows 

Scans  environment  for 
"best  practices  '  to  pilot/ 
implement  locally. 

Keeps  a  ready  ear  for 
suggestions  and  ideas 

Promotes  continuous 
improvement  of  diverse, 
inclusive  environment- 


Works  to  Reflect 
Global  Marketplad 

Assesses  anticipatedik  Hew] 
customer/market  ■  .*B»tfn 
demands;  aligns  ft  iifc;aa 
strategies  for  staffingfem'TfH 

development-         g   1  ivm 


Initiates/participates 
outreach  activities 
aimed  at  increasing 
diverse  candidate 


pot  » 


Works  to  capitalize 
on  the  diverse  skills, 
perspectives,  styles, 
experiences  and 
backgrounds  within 
the  organization, 


)|I»IGA< 

atoa 
<  mm 


Aligns  Staffing 
Actions  with  Goals 

Invests  time  and 
resources  to  supportj 
staffing  priorities 

Makes  diversity  objed 
fives  and  strategies 
key  considerations  in  ^'l—^ 
staffing  activities  and 't-  MM 
decisions. 

Ensures  diverse  inter 
viewing  team  and 
candidate  list  are  prior 
ties  when  hiring. 

Posts  appropriate  jobR  iWS 
openings. 


Leads  Thru 
Involvement 

Broadens  perspective 
and  self  understanding 
by  listening  and  seeking 
feedback  from  others 

Participates  in  councils/ 
events 

Interacts  with  network 
groups. 

Challenges 
norms/biases 

Addresses  inappropriate 
behavior 

Responds  to  backlash- 


Champions  People  I 
Development 

Promotes  developme 
and  grovrth  as  a  com 
petitive  advantage  tori 
everyone;  sets  the 
example 

Advocates  employee  I 
ownership  for  develoq 
ment;  serves  as 
catalyst  and  sponsor.  | 

Ensures  every  employq 
has  development  plan 

Sponsors  develop- 
ment, mentoring,  and  I 
job  ennchment  opporttj 
nities/  assignments- 
Initiates  succession 
planning  for  key  orgarl 
zation/team  positions.] 


Important  Note: 

All  of  the  Fundamental  Behaviors  &  Actions  aboy 
are  essential  for  us  to  make  HP  "the  best  placj 
to  work  for  everyone"  throughout  the  world.  | 

Review  each  of  the  lists.  Consider  them  in  the  coi 
text  of  leading  your  organization/team.  A<^ 
Behaviors  4  Actions  to  reflect  local  issues  art 
priorities  in  the  waces  provided. 
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No,  your  next  idea  will  not 
revolutionize  the  country, 


You'll  just  have  to  settle 
for  the  entire  planet.  ' 


Think  you'll  have  to  compromise  your  way  to  network- 
ing innovations?  Think  again.  At  Nortel,  you're 
connected  to  our  tremendous  global  presence, 
extensive  product  line  and  digital  network  leadership 
from  day  one.  So  there's  no  telling  how  far  your  next 
connection  will  reach.  If  you're  ready  to  discover  the 
kind  of  networking  you  never  expected,  you've  got  a 
world  without  limits  at: 

www.nortel.com 


N&RTEL 

NORTHERN  TELECOM 


Nortel 


eoe 


Honeywell  Worldwide  Diversity  Values:  "Our 
Diversity  Value:  Diversity  of  people,  cultures,  and  ideas.  " 

Our  Diversity  Philosophy:  "We  accomplish  this 
worldwide  by  attracting,  developing,  and  retaining  the' 
best  people  from  all  segments  of  the  population." 

Our  Definition  of  Diversity:  "Honeywell 
believes  and  recognizes  each  individual  is  unique  and 
valuable,  melding  into  and  conflicting  with  estab- 
lished norms.  We  will  draw  the  skills  and  energy  nec- 
essaiy  for  business  success  from  this  array  of  people." 

The  Scope  of  our  Diversity:  Age,  race,  gender, 
ethnicity,  geographic  origin,  physical  abilities,  and 
qualities,  religion,  language,  politics,  family  status, 
sexual  orientation,  work  style,  or  organization." 


1  should 
^  mployees 
TO  thrive  in 
whatever 
e  nvir  o  nme  nt , 
not  just  survive." 


Levi  Strauss'  shared  values  for  a  global  work  force 
states:  "With  LS  &  Co.'s  operations  spread  out  around 
the  world,  our  Mission,  Aspiration  Statement  and 
Business  Vision  help  employees  make  decisions  that 
are  grounded  in  a  shared  framework,  whether  those 
decisions  are  made  in  Brussels,  Singapore.  Texas  or 
other  LS&Co.  locations.  This  allows  us  to  respond 
more  quickly  to  the  need  of  our  customers.  It  also  cre- 
ates a  values -driven  culture  where  employees  know 
that  how  we  conduct  our  business  is  as  important  as 
the  result  we  achieve.  With  a  common  vision,  local 
creativity  comes  alive  within  global  strategies,  allow- 
ing us  to  leverage  the  best  ideas  from  around  the  world 
and  raise  the  whole  organization  to  the  highest  level." 

Guidelines  for  Establishing  Values:  A 
Coiil'cience  Board  study,  GluhaUzini^  FuncUonal 
Activilies  identifies  guidelines  for  fostering  a  solid 
core  of  shared  values  which  include: 

communicating  global  vision  and  values 

when  developing  managers 
•  conducting  international  seminars  and 

conferences,  and  establishing  task  forces 

reinforcing  global  management  development 

at  career  transition  points 

developing  a  shared  vision  of  human  resources 

as  a  strategic  function 

developing  a  shared  vision  of  the  HR  function 
as  a  source  of  competitive  advantage'^ 


The  whole  concept  of  values,  however,  is  a  subjec- 
tive and  culturally  biased  one.  Sometimes  these  may 
come  into  conflict  with  other  cultures,  and  sometimes 
they  just  need  to  be  phrased  differently  for  the  context. 

What  Happens  When  Corporate  Values 
Conflict  with  Local  Cultural  Values  ? 

The  concept  of  values  is  loaded.  While  it  can  create 
common  goals,  and  understanding,  it  is  also  wrought 
with  some  challenges.  For  example,  "respect"  is  a 
term  that  transcends  boundaries  and  cultures.  Yet, 
respect  can  mean  many  things  to  different  people 
;;:   from  diverse  cultures— something  as  simple  as  eye 
:/  contact  can  connote  respect  or  disrespect  depending 
i    on  the  cultural  situation.  Subtle  body  language  can 
I    make  or  break  a  business  relationship.  GM's  Steven  R. 
I   Davis.  Ph.D.,  manager,  diversity  research,  acknowl- 
^   edges,  "We  have  five  core  values  at  GM.  But,  we  recog- 
':-  nize  that  they  may  not  necessarily  mean  the  same 
thing  in  other  countries.  They  may  not  be  understood, 
or  even  accepted.  We  need  to  be  sensitive  to  that." 
I        One  corporation  provided  an  example  where  cor- 
i  porate  values,  initiatives,  and  objectives  came  into 
J  clear  conflict  with  a  local  culture.  Their  value:  the 
1  upward  mobility  of  women.  The  company  was  prepar- 
i  ing  to  promote  a  woman  in  Asia  to  a  higher  level  man- 
?  ager.  She  knew  of  this  plan,  and  asked  that  the  compa- 
ny not  do  it.  There  were  social  implications  for  her 
with  family,  the  community,  and  with  her  being  the 
;j  manager  of  men.  Recognizing  a  need  to  ensure  that 
the  corporation  maintain  its  own  position  of  the 
development  of  women  across  the  organization,  they 
placed  an  Asian-American  woman  in  the  position 
instead.  The  rationale  was  that  perhaps  next  time  this 
barrier  would  be  broken.  Philip  Morris'  Shirl 
Harrison,  explains  that,  "You  need  to  understand  and 
work  with  the  whole  local  environment.  To  ignore 
social  and  cultural  boundaries  will  undoubtedly 
impact  employee  productivity  and  potential  to  con- 
tribute. The  goal  should  be  for  employees  to  thrive  in 
whatever  environment,  not  just  survive.  Sometimes 
you  just  have  to  get  really  creative  to  make  diversity 
progress."  Another  company  found  that  a  female 
lawyer  had  been  relegated  to  the  position  of  secretary. 
The  company  intervened  and  promoted  her  to  a  posi- 
tion that  she  deserved  and  that  would  utilize  her  tal- 
ents and  abilities.  At  this  point,  the  company  asserted, 
"She  is  a  competent  lawyer— she  will  do  the  job." 

Joseph  E.  Seagrams  and  Company  has  created 
some  "Keys  to  Bridging  Cultural  Divides"  for  their 
communications  strategy  (SEE  LXHIBIT  8). 

RR  Donnelley's  cultural  values  are  driven  by  busi- 
ness necessity  and  objectives.  And,  recognizing  that 
;  some  concepts  may  be  new  abroad,  they  are  still  moving 
forward  with  solid  business  practices  that  they  believe 
,;  apply  broadly.  Altobelli  explains,  "We  are  keeping  with 
business  imperatives  such  as  results  setting,  bench- 
marking, best  practices,  and  performance  management. 
These  are  new  concepts  in  some  parts  of  the  world.  But, 
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Without  diversity,  what  kind  of  Hiture 
can  we  nope  to  have? 

Words  like  "bleak"  and  "desolate"  come  to  mind. 
Even  "no  future."  Diversity  at  GPU  means  more  ideiis, 
more  points  of  view,  and  a  better  chance  for  unsurpcissed 
customer  service  in  an  incre^isingly  competitive  business 
environment.  Diversity  lets  GPU  customers  benefit  from 
the  valuable  contributions  from  people  of  difference. 
And  that  can  make  a  noticeable  difference  for  everyone's 
hiture.  At  GPU,  diversity  is  good  for  business. 

CcRU 

GPU,  Inc.  •  300  Madison  Avenue  •  Morristown,  NJ  07962-1911 


we  are  starting  to  see  success— it  is  aU  tied  to  business 
objectives."  RR  Donnelley  is  also  partnering  with  a  uni- 
versity in  a  longitudnial  study  that  is  going  into  four 
facilities— Poland,  Mexico,  India  and  one  U.S.  plant. 
Through  intemews,  focus  groups,  and  questionnaires, 
they  are  evaluating  how  American  human  resource  prac- 
tices and  concepts  play  out  m  different  countries. 

Global  Education  for  Our  Companies 
and  Employees 

When  we  think  of  international  educa- 
tion, we  often  think  of  education  for 
Americans  going  abroad.   But,  as 
Altobelli  points  out,  "There  are  a  lot  of 
programs  being  designed  to  educate 
the  U.S.  employee  that,  I  would  argue, 
are  equally  important  for  the  interna- 
tional work  force."  At  RR  Donnelley's 
seminars  on  cultural  differences, 
they  are  teaching  people  ways  to  eval- 
uate and  understand  differences  in 
managerial,  work,  and  communica- 
tion styles.  They  look  at  problem- 
solving  techniques,  ways  in  which 
people  negotiate,  time  orientation, 
relationships,  nonverbal  behaviors- 
all  those  invisible  aspects  of  cultures. 
Altobelli  concludes,  "The  objective  of 
our  seminar  is  not  to  understand 
every  culture's  characteristics,  but  to 
be  aware  that  they  exist,  probably  dif- 
ferent than  our  own.  We  try  to  make  it 
multicultural  and  bring  in  people 
from  different  locations  even  local 
nationals.  The  whole  training  is  based 
on  the  premise  that  cross-cultural 
competence  is  learned.  We  want  to  help 
people  develop  the  tools." 

Some  of  RR  Donnelley's  programs 
include: 

An  exchange  program  where  two 
people  of  the  same  level  swap  posi- 
tions for  two  to  three  weeks.  They 
learn  more  about  each  other's  country  and  customs. 
1 1  sbould  serve  as  an  excellent  development  tool. 
A  global  leadership  program  that  brings  in  local 
nationals  who  understand  local  customers,  lan- 
guage, and  culture.  They  also  get  trained  in  the 
iiulnstiy  from  the  U.S. -based  perspective.  This  can 
be  hclpi'ui  to  U.S.  employees,  but  Altobelli  believes 
tlic  iiinsi  effective  leaders  are  those  in  their  own 
culture.  I)ut,  at  the  same  time,  RR  Donnelley  is 
trying  to  groom  people  to  become  better  leaders 
across  national  boundaries. 

A  incntorshif)  program  where  RR  Donnelley's 
.lotncstic  plants  will  mentor  international  plants  by 
pinviding  knowledge,  expertise,  and  company 
inforiiKition  that  may  not  ordinarily  be  easily 
available  to  them. 


According  to  Altobelli,  RR  Donnelley's  interna- 
tional business  training  has  received  very  strong,  pos- 
itive reactions  especially  from  the  international 
employees.  It  helps  employees  understand  others  and 
reflect  on  their  own  styles,  even  within  the  contex't  of 
their  own  country. 

.3M  also  realizes  the  importance  of  teaching  foreign 
nationals  about  working  with  Americans.  For  example, 
they  teach  a  course  in  Japan  called  "Working  with 
Americans."  And,  conversely,  a  course  called,  "Working 
wth  the  Japanese"  for  Americans.  Baukol  explains, 
"Throughout  the  world  we  have  about 
■2,0  cross-cultural  teams  at  any  given 
moment  in  time."  3M  provides  other 
ways  to  ensure  learning  throughout 
the  country  and  the  world  while  pro- 
moting cross-cultural  understand- 
ing and  awareness.  They  have  had: 
An  Asia -Pacific  business  meet- 
ing where  cross-cultural  training 
is  offered  on  how  to  facilitate 
effective  group  interactions. 
"Cultural  Traffic  Cops"  are  put  in 
place  to  help  ensure  process 
improvement  in  team  interac- 
tions. 

A  language  society  started  by 
people  who  had  been  living  m 
France  and  wanted  to  keep  up  their 
language  skills.  They  met  over 
lunch,  and  the  concept  caught  on. 
Now  the  language  society  has 
more  than  1000  participants  from 
around  the  world.  They  meet  once 
a  month.  They  tram  people  for 
overseas  and  for  those  coming 
from  overseas.  The  group  also  puts 
on  well  attended  cultural  seminars 
and  educational  lunch  programs. 
Some  of  the  sessions  have  been  on 
I'oland,  France,  and  Japan. 

In  Japan,  a  program  called 
Cultural  Synergy  for  Customer 
Satisfaction.  In  1991  ,3M  conducted 
intei"views  with  senior  Japanese  management  to 
ensure  no  barriers  to  progi'ess.  In  fact  they  found  some 
cultural  diversity  barriers,  and  identified  them  so  they 
could  eliminate  them.  As  a  result,  a  progi'am  called 
Cultural  Synergy  for  Customer  Satisfaction— an  exter- 
nally oriented  program— was  created  on  behalf  of  the 
customer.  3M  developed  a  set  of  slx  categories  of  items 
they  wanted  to  improve  upon  to  get  better  cultural  sen- 
sitivity and  customer  satisfaction.  The  key  Cultural 
Synergy  challenges  are: 

appreciating  cultural  differences 

and  implications 

breaking  down  stereotypes 

providing  joint  cross-cultural  training 

integration  through  interaction 

taking  the  best  features  from  each  culture 
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When  it  comes 
to  leadership 
Morgan 
means  more 

Morgan  aims  to  be  the  leading  firm  in  global 
finance.  Not  the  biggest,  just  the  best. 

To  be  the  best,  we  must  hire  and  retain  people  with 
outstanding  ability,  whoever  they  are,  wherever 
in  the  world  they  may  be. 

So  we've  created  a  firm  where  these  people  thrive, 
where  development  and  dialogue  are  the  norm. 

And  where  excellence  prevails. 

We're  well  on  our  way.  Watch  us. 

www.jpmorgan.com 

J  P  Morgan 
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General  Motors  Corporation  has  a  series  of 
exchange  programs  providing  opportunities  for  their 
employees  around  the  world.  This  past  year  they 
brought  engineers  from  China  for  three  months  to 
learn  from  headquarters  all  about  GM  worldwide.  In 
the  process,  headquarters  learned  a  lot  about  China. 
This  program  is  part  of  a  Professional  Development 
Assignment  program  that  occurs  twice  a  year. 
Americans  and  foreign  nationals  are  sent  abroad  for 
three  months  to  learn  from  other  operations  and  peo- 
ple outside  their  cultiire.  GM  has  also  developed  global 
task  teams  which  are  multicultural  and  multifunction- 
al teams  that  can  work  anywhere  worldwide.  For  exam- 
ple, teams  have  been  sent  to  greenfield  sites  in  India 
and  Indonesia.  Prior  to  being  sent  to  their  locations, 
these  task  forces  go  through  team-building  training 
and  visit  sites  in  other  countries  to  learn  from  others 
who  have  gone  before  them.  Cindy  Gier.  diversity 
manager  at  GM  Powertrain  Division,  explains,  "Tliese 
e.vperiences  ex-pose  people  to  cultures  other  than  their 
own.  providing  them  with  new  insights  while  changing 
their  perceptions  of  the  world  and  equipping  them 
with  global  management  skills.  " 

Bank  of  America  has  linked  their  m-house  U.S. 
and  European  expertise  to  develop  education  and 
training  for  Europe.  But.  in  Europe,  they  take  the 
same  comprehensive  approach  that  is  incorporated  in 
the  U.S.— training  and  education,  communication  and 
business  ownership.  To  tap  into  their  European  talent 
and  knowledge,  they  are  conducting  focus  gi'oups, 
[nlofiiig  a  workshop,  and  creating  a  business  council 
from  people  within  various  business  units.  Crane 
explains,  "We  are  doing  it  in  a  way  which  engages  peo- 
ple and  makes  it  relevant  to  them."  Silicon  Graphics 
has  found  their  affinity  groups  play  a  role  m  helping  to 
identify  business  opportunities  and  how  to  stnicture 
information  for  their  training  programs. 

IBM  is  developing  a  training  model  on  global 
awareness.  The  cornerstone  of  this  training  is  the 
book,  Kiss.  Bow  or  Shake  Hands,  by  Morrison,  Conaway, 
and  Borden.  This  useful  tool,  which  identifies  60 
countries,  helps  identify  appropriate  cultural  con- 
duct—things to  do  and  not  to  do.  The  model  of  the 
book  is  to  look  at: 

Cognitive  styles:  How  we  organize  and  process 

iiiiormation 

Negotiation  strategies:  what  we  accept  as  evidence 
Vakie  systems:  the  basis  for  behavior 

I  111-  aulhors  pose  tiie  question:  "Since  some  for- 
eigners may  adopt  U.S.  manners,  why  does  the  U.S. 
executivr  ncfd  to  study  foreign  ways'?  There  are  many 
reasons,  first  of  all,  many  foreign  businesspeople 
often  caruiol  nr  will  not  imitate  U.S.  mannerisms.  Can 
you  afford  In  leave  them  out  of  your  [ilans  for  global- 
izatinn?  Second,  you  may  wish  to  sell  to  the  general 
public  in  a  ioreign  market.  The  average  foreign  con- 
sumer is  co'rtainly  not  going  to  have  the  same  habits  or 
ta.stes  as  cdiisnmers  in  the  U.S.  Third,  although  Good 
Old  Ernst  may  act  and  sound  like  one  of  us,  he  isn't. 


He  probably  is  not  even  thinking  in  English:  he  is 
thinking  in  German...."" 

There  is  a  lot  of  learning  that  could  be  taking  place 
inside  organizations  that  is  often  lost.  Barbara  Deane 
of  The  Gil  Deane  Group  explains  one  of  the  problems: 
"Expatriates  often  return  from  their  assignments  hav- 
ing gained  a  lot  of  insight,  but  no  one  listens  to  them. 
We  still  operate  in  a  very  parochial  environment.  We 
need  to  tap  into  their  experience  and  learn  from  it." 

Jane  Kendall,  managing  director  of  the  Leadership 
Center  at  the  Milano  Graduate  School,  New  School  for 
Social  Research,  is  a  firm  believer  in  the  application  of 
the  Myers- Briggs  Type  Indicator  (MBTI)  as  a  valuable 
tool  for  teaching  people  about  themselves  m  the  con- 
text of  working  across  cultures  (The  MBTI  helps  to 
identify  individual  personality  preferences,  also 
referred  to  as  "type.")  In  fact,  when  she  talks  about 
using  the  MBTI,  she  refers  to  each  person's  type  as  an 
"individual  culture."  She  explains  its  use:  "When 
human  resources  professionals  have  used  type  in 
South  Africa,  we  have  found  it  to  be  a  powerful  tool  to 
help  bridge  the  tremendous  gulf  that  developed 
between  the  different  cultural  and  ethnic  groups  dur- 


Rather  than  focusing 
on  race,  culture,  or  1 
guage,  we  have  helpe 
people  loffl 
dif  f  erentH 
and  work 


ing  apartheid.  It  has  helped  people  to  reframe  their 
thinking  about  one  another.  Rather  than  focusing  on 
race,  culture,  or  language,  we  have  helped  people  look 
at  their  different  personal  and  work  styles.  That  has 
been  a  real  eye-opener.  South  Africans  have  found 
they  have  similarities  where  unexpected.  And  they 
have  also  discovered  that  within  groups  traditionally 
viewed  as  very  homogeneous,  people  are,  in  fact,  quite 
different— so  different  that  not  even  the  similarity  of 
race,  religion,  ethnicity,  and  economics  together  can 
make  up  for  the  differences  in  personal  style."  The 
MBTI  also  creates  a  vocabulary  that  can  aid  people 
when  talking  to  each  other  about  differences,  and  can 
establish  new  insights  and  understanding.  Kendall 
explains,  'We  often  find  that  what  fnistrates  people  in 
the  global  workplace  is  not  so  much  cultural  differences, 
but  these  unique  personal  preferences  and  styles. " 

American  Express  Financial  Advisors  also  works 
with  the  concept  of  culture  and  style.  Building  on  a 
successful  model  of  learning  labs  across  the  country 
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J  CAN  TELL  A  LOT  ABOUT  A  COMPANY  BY  THE  DIVERSITY  OF  ITS  ASSETS. 
(OUR  MOST  IMPORTANT  ASSETS  ARE  OUR  PEOPLE.) 


HELL  OIL,  DIVERSITY  ISN'T  JUST  A  PHILOSOPHY.  IT'S  THE  WAY  WE  DO  BUSINESS  EVERY  DAY,  IN  ALL  OUR 
SIONS  AROUND  THE  WORLD.  YOU  SEE,  WE'VE  DISCOVERED  THAT  OIL  ISN'T  THE  ONLY  NATURAL  RESOURCE  ON 
:H  WE  CAN  BUILD  OUR  SUCCESS.  THE  DIVERSE  TALENTS  OF  OUR  PEOPLE  ARE  EQUALLY  VITAL  RESOURCES  — 
;TS  that  help  us  see  each  new  challenge  from  A  FRESH,  MULTIFACETED  PERSPECTIVE.  WHICH  IS  WHY, 
UR  QUEST  TO  BE  ONE  OF  THE  PREMIER  COMPANIES  IN  THE  GLOBAL  ECONOMY,  YOU  CAN  COUNT  ON 
COMMITMENT  TO  LEVERAGE  THE  DIVERSITY  OF  OUR  MOST  IMPORTANT  ASSETS  —  OUR  PEOPLE.  Shell 


'In  A  Way, 
My  Brother 
Didn't  Feel  i 
Connected  Jr 
His  Culture. 

But  Then 
He  Connectei 
With  HP." 
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Wlieii  tlu'  (ireen  family  was  relocated 
from  Iheir  resei-vation  in  New  Mexico,  theii 
younf<est  child,  James  left  behind  more  than 
a  familiar  home.  In  many  ways,  he  left  behind 
iiis  Ameiican  Indian  culture.  And  for  the  first 
lime  in  his  life,  he  was  made  to  feel  different 
sim|)ly  because  of  the  color  of  his  skin, 
.lames  wondered  if  he'd  ever  find  a  |)lace 
where  he'd  fit  in.  Aud  he  vowed  that  one 
day,  he'd  make  a  difference  in  this  world. 
Which  is  exactly  what  h(>'s  done.  .Just  ask 
his  sister,  Sliaion. 

"1  think  a  lot  of  our  past  experiences  have 
forced  many  of  om  people  to  keep  (|uiet  and 
not  push  for  c  hange  as  much  as  we  used  to. 
l>ut  James  is  different,  tie's  not  only  thinking 
of  ways  we  can  presei-ve  oui-  culture,  l)ut  how 
we  can  enhance  it  as  well.  It's  kind  of  funny. 


because  he  used  to  be  such  a  shy  kid  growing 
up.  But  ,  since  he  joined  Hewlett-Packard, 
he's  grown  in  so  many  ways.  They're  giving 
him  opportunities  to  give  back  to  our 
community.  And  for  the  first  time  in  his  life, 
they're  making  him  feel  that  his  differences 
are  something  to  value  and  appreciate." 

For  more  information  on  Hewlett-Packard 
anil  the  many  opportunities  available,  we 
invite  you  to  send  your  resume  indicating 
RE  #5990  to  our  e-mail  address: 
resiime@hp.ooin  or  visit  our  World  Widi' 
Web  site:  http://www.jobs.hp.coin  You  may 
also  fax  your  n'sume  to:  (415)  852-8138. 


When  we  say  diversity, 
we  mean  business. 
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that  help  individuals  work  across  ethnic,  gender  and 
cultural  differences,  American  Express  Financial 
Advisors  is  expanding  their  model  to  global  business 
issues.  Richard  Gaskins,  vice-president,  Diversity 
Resource  Center  at  American  Express  Financial 
Advisors,  explains:  "What  we  are  trying  to  do  is  pro- 
vide individuals  with  the  skills  to  be  able  to  interact 
with  people  from  a  culture  different  from  their  own. 
People  must  communicate  effectively,  and  we  help 
them  do  that  by  building  strong  listening  and  ques- 
tioning skills.  The  idea  is  to  make  sure  people  under- 
stand the  mindset  and  communication  styles  of  some- 
one who  is  different.  We  teach  that: 

People  need  to  accept  that  people  are 

different— it's  business  reality 

Employees  must  know  and  understand  themselves 

Employees  must  be  curious  and  learn  about  other 

cultures  to  be  successful  at  work 

"What  is  important  from  a  global  perspective  is 
not  to  make  stereotypes,  but  recognize  differences. " 
American  Express  Financial  Advisors  is  also  develop- 
ing a  global  ombudsperson/conflict  resolution  pro- 
gi-am  building  on  the  premise  of  the  learning  labs. 

Getting  Personal:  Kendall  also  explains  that  the 
workplace,  especially  the  global  workplace,  doesn't 
always  give  people  an  opportunity  to  learn  about  one 
another.  People  size  each  other  up  in  the  first  3o  sec- 
onds. She  says,  "The  key  is  getting  to  know  each  other 
on  a  more  personal  level.  We  have  to  have  a  willingness 
to  learn  and  try  to  understand  before  we  judge. "  Kendall 
began  to  work  with  the  idea  of  "individual  cultures " 
based  on  her  work  with  type  preferences,  because  it 
amplifies  the  scope  and  complexity  of  different  styles, 
and  at  the  same  time  makes  a  somewhat  foreign  concept 


more  accessible.  She  has  found  that  before  people  are 
introduced  to  type,"  they  frequently  judge  one  another 
based  on  national  origin.  Once  they  develop  a  compe- 
tency in  understanding  the  applications  of  type  when 
thinking  about  colleagues,  they  suddenly  realize  that  a 
person's  "quiet,  introspective,  analytic  approach"  has 
nothing  whatsoever  to  do  with  the  person's  national 
origin,  education,  or  ethnicity,  but  rather  with  the  indi- 
vidual's unique  personality." 

Global  skills  and  competencies  are  essentials  for 
this  new  millennium.  The  attributes  required  of  global 
leaders  involve  an  openness,  flexibility,  and  patience  we 
are  just  learning  to  value  and  adopt  in  the  U.S.  Diversity 
of  styles,  so  evident  in  a  multi- cultural  environment, 
must  be  nuitured  and  supported  in  ways  that  we  under- 
stand. Ron  Baukol  ex-plains,  'Tou  don't  have  to  be  an 
ex-pert  on  any  one  culture,  but  you  have  to  be  sensitive  to 
all  cultures.  People  don't  expect  you  to  understand 
eveiytliing'.  Be  yourself,  be  open.  It's  that  complicated  and 
that  simple.  "And.  Griggs  Productions'  Lente-Louise  Louw 
and  Lewis  Griggs  add:  "Tlie  people  who  learn  the  science 
of  doing  cross- cultural  will  be  the  ones  who  survive. " 


The  Global  Leader 

any  of  the  leadership  qualities  being 

m developed  and  demanded  for  diversity 
management  in  the  U.S.  are  similar  to 
those  required  for,  and  certainly  compli- 
mentary, to  global  management.  For  example.  Sears 
has  developed  a  set  of  12.  leadership  skills  that  guide 
and  support  Sears  transformation  process  revolve 
around  valuing  diversity  and  integrity— the  "beacons  of 


Training  Is  More 
of  the  Same 

Leadership  training  continues  to  emphasize  functional 
business  and  traditional  management  skills,  with  much 
of  It  still  happening  in  the  classroom  There  is  little  or 
no  emphasis  on  understanding  leadership  fundamen- 
tals. In  interviews,  senior  executives  concurred  on  the 
need  for  leadership  basics  including: 

Individual  motivation 
and  development; 

Performance  enhancement;  B-i-er* 
Mentoring,  facilitating. 
Team  dynamics;  and 

Leader  style  and 
self-assessment. 
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Classroom  Management  Functional 
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Global  Development 
Actions  Show  Promise 

Companies  report  using  a  number  of  promising 
business  practices  to  develop  global  leadership 
Creating  global  management  teams,  developing 
local  nationals,  rotating  international  assignments, 
and  capitalizing  on  international  diversity  dominate 
the  programs  and  activities  companies  use  to  devel- 
op their  international  managers. 


Creating  Cross- 
International  Cultural 
Development  Mentoring 

Centers 


Capitalizing  on    Rotating      Developing  Creating 
International  International      Local  Global 
Diversity    Assignments    Nationals  Management 
Teams 
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Your  House.  Your  Competitor's. 

How  Come? 

You  may  not  care  about  square  footage  or  a  driveway  that  dou- 
bles your  commute.  But  if  you  sense  that  your  company  isn't  as 
profitable  as  it  could  be,  maybe  it's  time  to  do  something  about 
it.  At  Ernst &Young,  we  can  help  maximize  the  profitability  of  vir- 
tually every  facet  of  your  business.  And  it  sometimes  takes  only 
a  single  idea  to  make  a  multimillion-dollar  difference  in  profits. 

We  hope  you'll  call.  Because  even  if  you're  happy  with  your 
house,  you  may  still  want  to  consider  an  expansion. 

Of  your  bottom  line. 

There  Isn't  A  Business  We  Can't  Improve  ^ 
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how  we  treat  people."  Tied  to  their  accountabihty 
process,  commitment  to  diversity  becomes  ingrained 
into  the  personal  and  career  growth  of  each  Sears  asso- 
ciate, as  well  as  being  a  strategic  operating  objective  of 
the  company.  And,  although  not  an  international  com- 
pany. Harvard  Pilgrim  Healthcare  is  developing  its 
third  report  on  diversity  with  a  focus  on  cultural  com- 
petency. Barbara  Stern  explains.  "The  U.S.  is  one  of  the 
most  diverse  places  in  the  world.  We  need  to  be  able  to 
increase  our  ability  to  effectively  communicate  and 
deliver  health  care  to  people  from  diverse  cultures  and 
world  views— both  on  an  individual  level  and  from  an 
organizational  perspective.  At  HPHC,  individuals  are 


[Mr  ideals  may  be 
imitrary  to  those  of 
SBhe r  cultures  and 
we  need  to  know 
how  that  translates." 

re-examining  the  way  they  think  and  respond  to  the 
beliefs  and  lifestyles  of  diverse  employees  and 
patients,  and  the  organization  is  modifying  its  policies, 
practices,  and  systems  to  support  an  increasmgly  mul- 
ticultural environment." 

Leadership  is  a  key  priority  in  today's  global  econ- 
omy. Louis  S.  Csoka.  Ph.D.,  author  of  Bndging  the 
Leadership  Gap.  explains,  "As  companies  face  the  chal- 
lenges of  global  competition,  their  leadership  capa- 
bilities have  become  paramount  for  success.  With 
leadership  high  on  the  list  of  CEO  priorities  and  com- 
panies short  on  leaders,  the  selection,  development, 
and  deployment  of  business  leaders  has  become  a  top 
priority."" 

New  Skills  Are  Requi  red  for 
Global  Diversity  Management 

Being  a  good  leader  is  not  enough.  Nor,  is  being  a  suc- 
cessfid  leader  in  your  own  countiy  enough  to  be  suc- 
cessful abroad  or  in  a  global  contex-t.  Jane  Kendall 
explains.  "People  who  are  veiy  successful  in  their  own 
cultures  have  been  real  failures  in  multicultural  envi- 
ronments. Simple  things  can  throw  people  off.  We  take 
so  little  time  to  look  at  the  soft"  issues  that  we  miss  out 
on  a  lot  of  opportunities."  Authors  Rhinesmith  et  al. 
made  an  accurate  statement  when  they  ex-plained,  "A 
global  company  is  more  than  just  a  U.S.  company  with 
some  offshore  operations:  it  takes  more  than  a  lot  of 
frequent  flyer  miles  to  become  a  global  leader.  Today's 
cosmopolitan  executive  must  know  what  to  do  when 


competitive  advantage  is  fleeting,  when  change 
becomes  chaos,  and  when  home  base  is  the  globe." 

Anna  Duran  asserts  that  "a  new  set  of  skills  is  being 
required  of  business  leaders.  These  skills  embrace  art 
and  science.  Tliey  are  the  ability  to  think  abstractly,  to 
make  sense  of  ever  changing  data  streams  to  commu- 
nicate effectively,  to  operate  as  a  productivity  team 
memljer,  to  adapt  rapidly  to  change,  and  to  see  the 
world  through  the  eyes  of  others  and  translate  this 
information  into  positive  action."  Rhinesmith  et  al. 
identify  a  "global  management  matrix  which  summa- 
rizes the  focus  of  leadership  attention  as  an  organiza- 
tion increases  in  complexity  from  a  domestic  to  a  glob- 
al entity."  (see  exhibit  9.)  One  might  make  the  parallel 
to  domestic  diversity  initiatives  going  global. 

WliatAre  Global  Skills  and  Competencies? 

According  to  a  study  by  CIBC  a  Canadian  national 
firm,  the  ten  key  competencies  for  increasing  busi- 
ness in  the  global  marketplace  are: 

Cross-cultural  awareness 

Aljility  to  value  differences  in  people 

Flexibility 

Language  skills 

Emotional  adaptability  and  stability 
Interpersonal  skills  in  listening  and  coaching 
Sensitivity 

Ability  to  deal  effectively  with  conflict  and  ambiguity 
Social  intelligence 
Ability  to  understand  nonverbal 
communication  styles'^ 

Hewlett-Packard  has  also  developed  a  set  of  funda- 
mental behaviors  and  actions  that  incoi-porates  a  specific 
section  on  "Works  to  Reflect  Global  Marketplace." 
(see  exhibit  10.) 

At  .3M  several  key  competencies  have  been  identi- 
fied for  effective  global  leadership.  Included  among 
them  are: 

Interpersonal  skills 

Technical  knowledge 

Communication  skills 

Visionaiy  perspective 

Coaching  skills 

AJiility  to  deal  with  change 

GM's  Lorna  Utley,  director  of  community  relations 
and  diversity  initiatives,  considers  "diversity"  a  key 
leadership  competency.  She  explains,  "We  must  think 
in  terms  of  mutual  adaptation  and  prepare  people  with 
the  skills  to  do  so  in  a  multicultural  environment." 

The  Conference  Board  study,  Bridging  the 
Leadership  Gap,  identified  a  numl^er  of  business  prac- 
tices companies  are  using  to  develop  global  leader- 
ship. Creating  global  management  teams,  developing 
local  nations,  rotating  international  assignments,  and 
capitalizing  on  international  diversity  dominate  the 
programs  and  activities  companies  use  to  develop 
their  international  managers.  (SEE  EXHIBIT  11.) 


Business  Week/December  i,  1997 


Global  Readiness  Index 


This  index  is  to  be  used  as  a  tool 
to  help  you  assess  your  readiness 
to  manage  effectively  in  the  glob- 
al business  environment. 

CATEGORY  1: 
GLOBAL  MINDSET 

I  have  an  understanding  of  my  own 
cultural  values  and  expectations 
and  how  they  influence  the  ways  in 
which  I  communicate  and  manage. 

When  presented  with  a  point  of  view 
different  from  my  own,  I  seek  t6 
understand  it,  rather  than  refute  it. 

I  am  able  to  manage  and  make 
decisions  in  situations  where 
information  is  incomplete  and  out- 
comes are  largely  unpredictable. 

I  continually  explore  new 
sources  of  information  and  fields 
of  knowledge. 

CATEGORY  2:  GLOBAL 
BUSINESS  KNOWLEDGE 

1  am  aware  of  the  predominant 
attitudes  and  perceptions  held 
by  nationals  of  countries  with 
whom  I  work  toward  people  of 


my  nationality.  i 

I  gather  information  on  an  ongoii 
basis  about  what  my  key  compe 
tors  are  doing  worldwide. 

I  know  basic  governmental,  poli 
cal  and  economic  characteristi< 
of  the  countries  where  I  conduc 
business, 

CATEGORY  3: 

GLOBAL  BUSINESS  SKILLS  | 

I  work  to  increase  my  cultural  ar 
business  understanding  of  the 
countries  in  which  overseas  sup 
pliers,  customers  and  counterpar 
live  and  work. 

I  know  several  ways  of  adapting  n 
communication  style  to  improve 
mutual  understanding  when  spea^ 
ing  with  national  of  other  countrie 

I  manage  conflicts  effectively 
between  myself  and  members  d 
other  cultures  and  work  toward 
improved  communication.  [ 

I, know  where  and  how  to  factor  ij 
culture  when  organizing,  plannirt 
and  managing. 


Is  Your  Company 
Ready  to  Go  Global?  , 

vans  and  Simpson  have  created  a  Global 
Readiness  Index  (GRl)  to  assess  an  individual's 
,iii(l/or  a  company's  acceptance  of  their  posi- 
I K  m  in  the  world  marketplace.  The  three  cate- 
•Miri.  ini  liided  in  the  GRI  are:  Global  Mindset;  Global 
Knowledge,  and  Global  Business  Skills  (SEE  EXHIBIT  i^;). 

Global  Mindsetr  Persons  with  a  global  mindset 
have  the  foUowmg  attitudes  and  attributes:  They  thuik 
holistic-ally  and  are  focused  on  the  big  picture;  they  can 
tolerate  amlDiguity;  they  are  adaptable  to  new  situations 
and  environments  and  see  situations  from  a  variety  of 
perspectives;  they  are  comfortable  relating  to  people 
who  are  different,  and  are  sensitive  to  social,  political, 
and  cultural  realities;  they  are  flexible,  self-aware, 
self-confident,  emotionally  resilient,  psychologically 
mature,  and  committed  to  continuous  learning. 

Global  Business  Knowledge:  Persons  with  global 
business  knowledge  are  aware  of  the  market  condi- 
tions and  customer  needs  and  preferences  relative  to 
their  job.  They  know  the  impact  of  technology,  culture, 
government,  political,  and  economic  conditions  that 
affect  the  company's  success.  They  are  knowledgeable 
about  the  laws  and  regulations  in  the  nation/region.  In 
addition,  they  know  the  protocol  and  intercultiiral 
courtesies  that  exist  in  business  and  social  exchanges. 

Global  Business  Skills;  Persons  with  global  busi- 
ness skills  demonstrate  understanding  of  global  cus- 
tomer needs;  data  synthesis;  decision- making;  net- 
working; team  working/team  building;  leading/influ- 
encing; communicating;  negotiating;  mediating; 
coaching;  problem  solving;  strategy  development  and 
implementation;  organizing  and  planning;  conflict 
management;  and  change  management. 

How  does  your  company  score?  Or,  how  do  your 
employees  score? 


Conclusion 


!  V  111-  race  has  started.  The  global  economy  is 
l  \  here.  This  IS  our  business  reality.  The  cfues- 

'''M  ion  is  not  "when  do  we  respond?"  but  '  how 
I     iSh.  .Id  we  respond?" 

When  a  company  becomes  truly  successful,  it 
knows  h(jw  to  develop  employees  and  management  to 
work  across  differences.  "Like"  people  can  market, 
sell,  and  work  with  like  people.  The  real  challenge  lies 
in  making  siu-ce.ssful  relationships  among  people  who 
are  different.  American  Express  Financial  Advisors 
has  demonstrated  this  can  be  done. 

The  world  economy  is  moving  .swiftly.  It  is  wrought 
with  subtle  nuances  and  great  complexities  at  multiple 
levels.  It  is  impossible  for  anyone  to  know  everything 
about  eveiy  culture.  In  fact,  people  don't  expect  us  to 
know  everything.  Respect  and  consideration  and  sen- 


sitivity are  key.  Teamwork  and  dependence  upon  the 
multiple  talents  and  abilities  within  a  company  are  key. 
The  U.S.  has  had  an  advantage:  English  is  typically  the 
language  of  business.  U.S.  standards  of  business  con- 
duct have  been  predominant  in  the  world.  But,  that  is 
changing,  in  particular,  as  economies  such  as  China 
and  the  Pacific  Rim  gain  a  competitive  foothold  on 
markets.  We  need  to  get  down  to  the  people  who  don't 
always  know  our  language,  who  don't  always  know  our 
business  eticp,iette.  and  who  don't  care  about  that. 

From  a  business  perspective,  perhaps  a  sort  of 
global  etiquette  will  evolve.  To  date,  most  companies 
are  international  or  multinational.  As  one  executive 
commented  on  his  company.  "We  are  an  Ajnerican 
company  doing  business  abroad."  Truly  global  com- 
panies will  begin  to  transcend  national  boundaries.  As 
Lewis  Griggs  and  Lente- Louise  Louw  explain.  "A 
global  company  is  a  company  that  no  longer  sees 
themselves  as  American.  Chinese,  etc.,  they  are  total- 
ly globally  operating,  sei-ving  the  global  market,  play- 
ing to  new  values  and  mles."  These  new  rules  and  val- 
ues are  being  shaped  and  developed. 

Diversity  practitioners  have  an  opportunity  to 
raise  awareness,  and  shape  a  global  culture  by  build- 
ing on  strengths,  identifying  ways  to  overcome  the 
barriers  of  differences,  and  to  be  business  partners. 
Ted  Childs  concludes,  "We  grew  up  with  the  theme. 
Think  globally,  act  locally.  Now.  we  need  to  think 
global,  think  local;  act  global,  act  local." 
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Declaration  of  Diversity 

,  the  undersigned,  believe  that  the  communities,  citizens  and  corporations  of  New  Jersey  will  reach  their  highest  goals  when  all  appreciate  and 
brate  the  state's  growing  diversity.  As  members  of  The  Partnership  for  New  Jersey  and  major  employers,  we  know  that  New  Jersey's  growing  diversity 
igthens  corporations  and  communities  alike. 

;n  we  strive  in  the  work  place  to  reduce  bigotry  and  prejudice,  the  effort  to  recognize  the  full  potential  of  an  increasingly  diverse  work  force  begins 
icceed.  The  principles  that  underlie  successful  corporate  efforts  can  help  guide  New  Jersey's  progress  toward  becoming  a  state  that  tnjly  values 
rsiry.  We  are  committed  to  the  following  principles  and  invite  other  employers,  cities  <md  towns,  and  mdn  iduals  throughout  the  state  to  join  us  in 
ig  concerted  action  to: 


CKNOWLEIXIE  AND  RESPECT  OlFFERENCES 

;  SENSITIVE  TO  THE  MANY  CULTURES  IN  ANP  BEYOND  THE  WORK  PLACE 
VOID  CONDUCT  THAT  DISADVANTAGES  ANY  GROUP 


Understand  and  serve  fairly  the  diverse  g-ommunities  in  whrti  we  orER,WE 
Encourage  piiligies  and  prai  tiges  th.at  are  truly  inclusive 

Embrace  opportunities  to  work  with  our  gommlinities  to  deepen  and 
broaden  our  mutual  understanding  about  diversity  issues. 
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David  D.  Bender 
President 

Bender  <Si  Cnmpjnv  Inc 


Guy  E  Budinscak 

New  Jersey  Managing  Partner 

Deloitte  &  louche  LLP 


Allen  LBildner 
Retired  Chairman 
Kings  Super  Markets,  Inc. 

James  E,  Cames 
President  and  CEO 
Samoff  Corporation 


Donald  L.  Corrcll 
Chairman,  President  6j.  CEO 
United  Water  Resources 


E-  James  Ferland 

Chairman  and  CEO 

Public  Service  Electric  and  Gas  Co 


Ron,ild).DelMauro 

President  and  CEO 

Saint  Barnabas  Health  Care  Systems 

.Alk-rt  R  G.miper.  Jr 
President  and  CEO 
The  CIT  Group,  Inc. 


Melvin  R,  Goodcs 
Chairman  and  CEO 
Warner-Lambert  Co, 

^^^.^ 

Robert  M.  Jelenic 
Chairman,  President  and  CEO 
Journal  Ret;ister  Company 

Dr.  Francis  L.  Lawrence 
President 

Rutgers,  The  State  University  ot  N| 

Scott  McVay 

Executive  L^irector 

The  Geraldine  R  Dudge  Found;iihin 

T  Joseph  Semrod 
Chairman  and  CEO 
Summit  Bancorp 


H.  John  Grceniaus 
Chairman  and  CEO 
Nabisco.  Inc. 


Michael  W  Kempner 
President  and  CEO 

TheMWWOrMup 

William  J.  Marino 
President  and  CEO 
Blue  C>.ss  and  Blue  Shield  of  NJ ,  Inc 


J.imes  Meister 
President  and  CEO 
Kings  Super  Markets,  In^ 


Charles  R  Shoem.ite 
Chairman,  President  and  CEO 
CPU  International,  Inc 


William  H.  Turner 
President  and  CEO 
PNC  Bank,  New  Jersey 


nan  Verplanck 
President 

NJ  State  Chamber  ot  C'ommerce 

,/ 


Timothy  ].  Wilmott 

Ptesident  and  Genet.tl  M.inat^er 

Harrah's  Atlantic  City 


.^1es  Woc^d 

C'hairman  and  Co-CEO 

The  Great  Atlantic  and  P.iciIk  Ti-.i  I 


.Inc 


The  PArtnership 


for  New  Jersey 


--Chnsnne  T.  idd 
Whirm.in 
Governur 


Richard  fill, .iti 
Puhilshet 

The  Times ,  .f  Trenton 

Finn  M.W.  Caspersen 
Chairman  and  CEO 
Beneficial  Corporation 


Laurence  M.  Downes 
Chairman  and  CEO 
NJ  Resources  Corpi^ration 


Thomas  P.  Gcvcr 

Publisher 

The  Daily  Record 

Fred  Hater 

Chairman,  President  and  L"EO 
GPU,  Inc. 


Richard  Jay  Kot^.in 
President  and  CELl 
Scherinj^.Ploii>.:h  t  "oq.or.ilion 


/ 


^Dr  tiuv  C.  McCmhs  111 
President 

Puhlic  Policy  Reseatch  Institute 


Oe.in  R  O'H.ite 
Ghainii.m  ,inJ  CEO 


The  t  luihb  t  .irpor.ition 


J,,shS  Weston 
Chairman 

Automatic  Ll.ita  Processing 


Patrick  J  Zenncr 
President  and  CEO 
Hoftmann-La  Roche  Inc. 


L.iiri'  Rossidy 
Ch.iirman  and  CEO 
AlliedSiKnal  Inc. 

Raymond  C'hamhers 
Chairman 

Amelior  Foundation 

T  J.  1  Vrmot  Dunphy 
Chairman  and  CEO 
;d  Air  Corporation 


Raymond  V-  Gilmartin 
Chairman.  President  (Si  CEO 
Merck  ik  Co.,  Inc, 

Henry  F  Henderson,  Jr. 

President  and  CEO 

H.F  Hendersiin  Industries 


C'hairman  and  CEO 
Jchnsi'ii  iS;  JulmMui 

RKb.iid  A.MLG.nn 
t  -Tt  ^  .ind  President 
LtiLent  Technuliigies  Ine 


Arthur  E  Ry.in 
t'h.unn.m  and  C'EO 
Tile  Pnideiiti.il  Insur.ince  t ', 


Rich.ird  I  Suilt 

Ch.iiriii.in,  President  .ind  ( 'E(  ^ 

Foster  Wheeler  C'orporarion 

Vicniria  A.  Wicks 

President  and  CEO 

I  IIP  Health  Plan  of  New  Jersey 


NEW  JERSEY 
Many  Faces.  One  Family. 


The  Partnership  tor  New  Jersey  invites  others  to  join  in  this  continuing  commitment,  that  grew  out  of  the  Governor's  LeyJership  Summit  on  Diversity,  Oefober  2.  I^^96. 
For  more  information,  ple.ise  c.ill  or  write  The  Partnership  at  10^  Church  Street,  New  Bninswick,  NJ  08^01,  7^2-246-^222 


These  Companies  Have  Found  A 
New  Competitive  Advantage 

The  National  Organization  on  Disability  and  BusinessWeek 
Salute  Members  of  the  CEO  Council 


provide  you 
with  a  competitive 
advantage.  We  are 
natural  problem- 
solvers  and 
innovative  in 
responding  to 
^  change.  Hire  us 
We're  good  for 
your  business." 


Jennifer  Sheehv 

MBA  Candidate 
Georgetown  University 
(3.y  GPA) 


he  National  Organi- 
zation on  Disability 
(N.O.D.)  established 
the  CEO  Council  to 
iccogni/,e  America's  business  lead- 
ers for  their  support  of  people  with 
disabilities  in  the  workforce.  These 
leadci  s  and  their  companies  be-lieve 
thai  a  person's  ability,  not  disability, 
is  \v!iai  c.  >(!nts  in  doing  a  job. 

i  iii  M-h  their  annual  member- 
ship coni      lions.  CEO  Council 
members        mI  N.O.D's  innova- 
tive efforts         ible  people  with 
disabilities  ;      riicipate  more  fully 
in  their  comi         and  in  all 
aspcv  ls  of  life. 

□□O 

NATIONAL 
ORGANIZATION  OK 

©DgABILITY 


Trustees  Circle 

.I.e.  Pennty  Co..  Inc..  James  E.  Oestcneicher 
rhe  \1c(;rii\v  Hill  Companies,  Harold  McGraw  III 

Chairman's  Circle 

Aniericun  K\press  Company,  Harvey  Goluh 

liiisinessWeek.  Daviil  G-  Herm 

VU'rrill  l.ynch  &  Co..  Inc..  D.uki  H  Konuinsk) 

I'rovidcnl  Companies,  Inc.,  I  Hiiniki  Chandler 

Reicher  (  apKal  Management  (  o.,  Jeltrey  P  Reich 

I'niled  I'arcel  Service.  James  1'  Kehy 

VVeslin};liouse  Kieclric  Corporation.  Mithaei  H  Jiird.in 

Vice-Chairman's  Circle 

Alcoa,  I'aul  O  Neil 

(  itihank,  John  S  Reed 

(  ompaq  Computer  Corporali(m,  [ickhanl  Pleitler 
Kaslinaii  Kodak  <  oinpany,  C ieorge  M  C  Fisher 


Fannie  Mae.  James  A.  Johnson 
H.,1.  Hein/  Coinpany,  Anthony  J.F.  O'Reilly 
Mobil  Corporation,  Lucio  A.  Nolo  I 
New  ^'ork  Stock  Exchange,  Richard  A.  Grassoj' 
Potomac  Klectric  Power  Company,  Edward  F.  Nkk  ft!) 
Xerox  Corporation,  Paul  A  Allaire 

President's  Circle 

Amerilech.  Richard  C.  Nolehaerl 
AT&T.  Robert  E.  Allen 
CBS.  Inc.,  Michael  H.  Jord.ui 
Ctirysler  Corporation.  R  J  Eaton 
Dorsar  in\estnienl  Company.  Stephen  L  Feinjij! 
Kxxon  Corporation.  Fee  Raymond  | 
(i  I  K  Corporation.  Ch.irles  R  Fee 
.loseph  K.  Seagram  &  Sons,  Inc.,  Edgar  Bronf 
National  Broadcasting  Coinpany,  Robert  C. 
Northrop  (irumman,  Kenl  Kiesa 
()«l  Hollow  Knterprises,  Philip  E.  Becknuin 
V\  in.  W  rigley.  .Jr.  Company,  William  Wrigley 
VVoolworlh  Corporation.  Roger  Farah 

Leadership  Circle 

Alex  Lee.  Inc.,  Boyd  L.  George 
Allstate  Insurance  Company,  Jerry  D.  Choate 
Anheuser-Busch  Companies,  Inc.,  August  A.  B 
Apple  Computer,  Inc..  Gilbert  F.  Amelio 
A\on  Products  Inc.,  James  E.  Preston 
Bristol-Myers  Squibb.  Charles  A.  Heimbold.  Ji 
Capital  Cities/ABC,  Inc.,  Robert  A.  Eiger 
Champion  Knterprises.  Inc.,  Walter  R.  Young 
CKiNA  (iroup  Insurance,  John  K.  Leonard 
CONRAII,.  Inc..  David  LcVan 
I  he  Dun  c>»;  Bradstreel  Corporation,  Volney  T; 
Kord  Motor  Company,  Alexander  J.  Trotman 
Kortis  Benefits  Insurance  Company,  Robert  B.  P 
Gannett  Broadcasting.  Cecil  L.  Walker 
(ieneral  Klectric  Company,  John  F.  Welch.  Jr. 
General  Motors  Corporation,  John  F.  Smith.  Ji^C-SW 
Harvard  Pilgrim  Health  Care,  Allan  Greenberj 
Henry  Kord  Health  System.  Gail  L  Warden 
I  he  Hearst  (  orporation.  Frank  A.  Bennack.  Jr. 
Ingersoil-Kand  ( Ompany.  J  F,  Peirella 
ITT  Hartford  Life  Insurance  Companies, 

Lowndes  A-  Smith 
.lohnsiMi  &  .lohns(m.  Ralph  Laisen 
Kellogg  Company.  Arnold  G.  Langbo 
Mallinckrodt  Medical.  Inc..  Robert  G  Moussa 
Marriott  International.  Inc..  J  W  Marriotl.  Jr 
PP(i  Industries.  Inc.,  Jerry  E  Dempsey 
K.IR  Nabisco  Holdings  Corp.,  Steven  Goldslonc 
Rockwell,  Donald  R  Bead 
Schering-Plough  (  iirporalion,  Robert  P.  Luciar 
Shell  Oil  (  ompany.  Philip  J  Cartoll 
lenet  Healthcare  (  orporation.  JeUrey  C  Barbi 
lowers  Perrin,  John  I  L\nch 
Cnited  (  apital  (iroup,  JP  Miliili 
CST  Inc..  Vincent  A,  Gierer 
CS.  Can  Company.  William  J.  Smith 
VVarner-l  ambert  Company,  Melvin  R.  Goodes 
Worthington  Industries.  John  P.  McConnell 


For  a  free  reprint  of  BusinessWeek's  "Diversity,  leaking  the  Business  Case", 
and  more  information  on  hovj  you  can  join  ttie  CEO  Council,  contact: 

Andrew  J.  Dvorshak,  CEO  Council  Program  Officer,  N.O.D.  •  910  16th  Street 
NW,  Suite  600  •  Washington,  DC  20006  •  or  e-mail  ceocouncil@nod.org  • 
Tel  (202)-293-5960  •  Fax  (202)-293-7999  •  TDD  (202)-293-5968  •  www.nod.orc 
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Diversity  Directory 


THOMAS  CONSULTING  AND  TRAINING,  INC.  ^  ^ 

"We  understand  diversity.  We  wrote  the  book. "  RTCT 

We  are  serious  aboul 
versily  Management, 
r.  Thomas  has  a 
highly  competent 
team  of  experienced 
business  executives 
working  with  Fortune 
500  companies  on 
global  diversit)'  opportunities, 

ATLANTA  /  NEW  YORK  /  CHICAGO 
elephone:  770-234-0222  Fax:  770-234-0226 


Leveraging  America's 
Diversity  for 
Global  Advantage 


"When  in  Rome,  don  't  al  ways 
do  as  the  Romans  do." 

•  Executive  Coaching 
'  Conflict  Resolution 
'  Climate  Assessments 

"Ex  Pat"  &  "Local"  Teaming 
'  Humor  Workshops 
'  Multicultural  Diversity  &  Sexual 

Harassment  Prevention  Training 
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Tulin  DiversiTeam  Associates 

5  Curtis  Park  Drive 

Wyncote.  PA,  19095 

Tel:  215-884-7325 

Fax:  215-886-5515 

E-Mail:  info"'  diversiteam.com 

web:  http://www.diversiteam.com 


The  Worldwide  Leader  in 
Diversity  Training 


kC  offers  you  the  largest  selection  of  top-quality  video-su|> 
;ecl  diversity  training  programs  combined  with  the 
on's  leading  full-service  consultants.  The  result?  State-of- 
art  training  solutions,  tailored  to  your  needs,  at  a  fraction 

of  the  cost  of  creating  a  pro- 
I  gram  from  scratch. 


^  Communications  Inc. 

sidiary  of  The  Bureau  of  National  Affairs,  Inc. 
Key  West  Avenue,  Rockville.  MD  20850-3396 
)-233-6067   web:  www.bna.com/bnac 


Mention 
BusinessWeek 

for  a  free  copy  of 

our  new 
hardcover  book. 

Call  1-800-233^067 


Diversity  is  the  Issue... 

Partnering  with  leading  global  organizations  to 
build  inclusive,  high-performance  environnnents  for 
twenty  years. 

...Development  is  the  Answer 
J.  Howard  &  Associates,  Inc. 

99  Hayden  Avenue 
Lexington,  MA  02173 
Phone:  781-862-8887 
Fax:  781-862-9025 


MENDEZ  RUSSELL 

Training  &  Development  Inc. 

4200  Trillium  Lane  E. 
Minnetrista,  MN  55364-7711 


Tel:  612  472-6388 
Fax:  612  472-6154 


For  information  regarding 
advertising  in  the 
1998  Global  Diversity 
special  advertising  section, 
please  contact: 
David  Johnson 
Worldwide  Special  Sections  Director 
Tel:  212-512-6547 
Fax:  212-512-3695 
email:  djohnson@businessweek.com 


world's  population  reaches  ten 
billion,  the  question  won't  be 
"Where  will  they  sit?;'  but  rather 

"What  will  they  eat?"  A 
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See  the  vyorld  change  minute  by  minute  at:  vi/ww. admworld.com 


velopments  to  Watch 


3  BY  CATHERINE  ARNST 


iTE  ROADS 

tUSY 

SITES 


>UCASFILM  LTD.  BEGAN 

sing  the  Star  Wars 
last  year,  fans  didn't 
just  to  movie  theaters. 
I  million  people  imme- 
mobbed  the  films'  of- 
Veb  site,  hosted  bv 


A  big  Internet  rush 


Organic  Online  Inc. 

Francisco.  For  help, 
c  turned  to  Seattle- 
nterNAP  Network  Ser- 
lorp.,  which  set  up  a 
bank  of  routers  that  it 
"private  network  ac- 
lint,"  or  P-NAP,  on  its 

premises. 

'NAP  then  arranged  for 


MCI  Communications  Corp. 
and  other  operators  of  high- 
speed Internet  "backbones" 
to  assign  special  priority  to 
all  traffic  to  and  from  the 
Star  Wars  site.  Requests  for 
Star  Wars  Web  pages  arriv- 
ing at  any  of  MCi's  routers 
were  sent  speeding  along  pri- 
vate leased  lines  directly  to 
Organic's  p-nap  in  Seattle. 
And  thanks  to  a  technique 
InterNAP  calls  "symmetrical 
routing,"  the  requested 
Star  Wars  pages  were 
zapped  back  along  exact- 
ly the  same  route,  in- 
stead of  getting  bounced 
among  crowded  public 
interchanges.  This  en- 
abled Organic's  site  to 
handle  some  5  million 
hits  a  day.  It  also  caught 
the  attention  of  Ham- 
brecht  &  Quist  Venture 
—  Capital,  Paul  Allen's  Vul- 
can Ventures,  and  others.  In 
early  November,  these  in- 
vestors pumped  nearly  $20 
million  into  InterNAP.  The 
company  is  now  leasing  hnes 
from  eight  of  the  world's 
largest  backbone  operators. 
And  it  will  soon  constnict  P- 
NAPs  in  as  many  as  36  Amer- 
ican cities.  Seanna  Broivder 


ICK1N6  OUT  FACTORY  BROWNOUTS 

INDING  45  MILES  OF  HIGH-TEMPERATURE  SUPERCON- 

ir  wire  around  a  magnetic  core,  American  Super- 
ictor  Corp.  (asc)  in  Westborough,  Mass.,  has  creat- 
i  energy-storage  device  that  provides  backup  pow- 
r  factories.  Each  device  can  hold  a  huge  charge — 3 
m  watts — because  electricity  that  enters  it  contin- 

0  flow  indefinitely  through  the  superconducting 

i,  wdth  no  loss  of  power  along  the  way.  When  the 
r  grid  has  a  momentaiy  hiccup,  the  pent-up  power 
eased  instantly,  keeping  factory  operations  hum- 
during  brownouts  of  up  to  one  second, 
at  may  not  sound  like  much,  but  the  Electric  Pow- 
?search  Institute  says  80%  to  90%  of  all  power  dis- 
ons  last  no  more  than  one  second.  Yet  such  outages 
more  than  $12  billion  in  ruined  products  and  start- 
ists.  Before  Cyanco  installed  Asc's  first  prototype 
m  in  1993,  the  Nevada  producer  of  cyanide  rarely 

1  month  without  a  shutdovra  caused  by  a  power 
>ays  Production  Manager  Tobin  D.  Kueper.  Such 
ptions  are  now  a  dim  memory,  he  adds.     Otis  Port 


CAN  DAMAGED  BRAINS  BE  FIXED? 


BRITISH  SCIENTISTS  HAVE 

discovered  a  way  of  re- 
placing damaged  brain 
cells  that  could  offer  hope 
to  sufferers  of  neurological 
disorders  caused  by  heart 
attacks,  strokes,  and 
Huntington's  disease.  Sci- 
entists at  Maudsley  Hospi- 
tal in  London  found  that 
rats  that  suffered  brain 
damage  fi"om  heart  at- 
tacks recovered  complete- 
ly if  they  were  injected 
with  embryonic  brain 
cells.  The  implanted  brain 
cells,  called  neuroepithehal 
stem  cells  or  nescs,  found 
their  way  to  the  damaged 
brain  cells  and  took  over 
their  functions.  The  rats, 
which  earlier  had  total 
amnesia  and  learning 
problems,  were  able  to 
perforan  complex  tasks 
such  as  negotiating  a 


maze  after  the  implants. 

Researchers  Jeffi'ey 
Gray,  Dr.  John  Sinden, 
and  Dr.  Helen  Hodges 
spent  12  years  developing 
the  method,  which  they 
liken  to  repairing  a  tear  in 
a  finely  woven  carpet. 
They  grew  millions  of  fe- 
tal brain  stem  cells  in  the 
lab  by  injecting  mouse 
brain  cells  with  a  cancer 
cell  that  switches  on  only 
at  very  low  temperatures. 
The  same  technique 
should  work  for  humans, 
they  say,  with  one  human 
fetal  cell  able  to  provide 
millions  of  nescs.  The  re- 
search team  says  tests  on 
humans  could  begin  in 
thi'ee  years  and,  if  suc- 
cessful, a  therapy  to  re- 
store neurological  func- 
tions could  be  available  in 
less  than  a  decade.  □ 


■  In  a  swimming  I'ace,  every 
split  second  counts.  So 
Speedo  is  introducing  a 
bathing  cap  with  integrated 
goggles  that  it  says  is  50% 
more  hydrodynamic  than 
traditional  cap-and-goggle 
combinations.  The  Speed- 
mask  has  a  built-in  drainage 
system  that  reduces  water 
resistance  around  the  eyes 
and  is  made  out  of  flexible 
ceramic  fiber  injected  in  sil- 
icone. Speedo  will  equip 
swimmers  at  the  Januai-y, 
1998,  World  Championship 
in  Perth,  Australia, 
with  the  cap.  But  at  a 

cost  of  nearly  $60,  it 
might  not  show  up  \ 
for  some  time  in 
your  local  pool. 

■  Semiconductor 
wafers  are  becoming 


FAST:  A  mask 
tliat  cuts  drag 


ever  more  delicate  and  valu- 
able— prompting  the  devel- 
opment of  a  new  packaging 
technology  that  suspends 
wafers  in  a  pressurized 
ail-  bubble.  The  sds  Air  Box, 
an  alternative  to  foam  or 
bubble  wrap,  was  developed 
by  Air  Packaging  Technolo- 
gies Inc.  of  Valencia,  Calif., 
with  help  ft'om  Motorola  Inc. 
Air  Packaging  President 
Garvin  McMinn  says  air 
wrapping  was  conceived  in 
the  mid-1980s  as  a  novelty 
for  gifts,  but  it  took  years 
of  research  to  develop  the 
Air  Box's  eight-lay- 
'  ered  bag.  The  bub- 
ble,  which  looks 
like  a  thick  zip- 
lock  bag,  can  hold 
hold  its  strength 
during  air-pres- 
sure changes  and 
insulates  against 
static  electricity 
that  can  destroy 
delicate 
electronics. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  cltwdec@busmessweek.com 
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the 

"I  cant  expand  without 
computer  system,  but 
I  cant  afford  a  computer 
system  until  I  expand. 

solution 


The  IBM  Sqiipezp-A-Conipiiter-Syslpm-Into-Your-Biid^rt  Solution. 


Il\  llic  (iili  li-2'2  (>l  tlif  I'ltlicjii  ('iiriii.  V)»r 
needs  for  iiipitiil  (iliniys  seem  In  cMceil 
Voiir  enpitdl  an  luiiul.  Like  lliiil  loinpulei 
system  \i)U  iiee<l  in  luiiiille  till  llie  iieu 
Inisiness  \i)ull  he  iselliiiti,  I  he  aiie  \  i>it  (Inn  I 
think  Mill  tun  fit  inlti  \<>iii  hmlf^el. 
But  IBM's  I'C  Sen  ei  Mil*  st,luti.m  is  (lesi^mrtl 
ftir  entrepreneurs  tiiitl  timtine  else  ii  htise 
(Ireiiiiis  lire  hif^ier  lliiin  then  htink  sItilemeiUs. 
Fur  starters,  il  liii\  till  the  litirtlii  tire  tinti 
siiftiKire  vtni  neetl  tti  run  Miiir  Inisiness. 
Intliidin<i  II  free  litense  tif  l.tiliis  DiiinintK 
soflii  iire  ihtil  ijuii  l,h  tinil  easily  jiets  ytiiir 
cninptins  lauiit  lietl  an  ihe  II  eh. 
\aur  IBM  Business  I'lirliier  ii  ill  then  ii  iirk 
II  illi  Mill  la  set  up  \  tnir  s\slem.  huiltl  an 
intranet,  and  iithennse  help  yaii  eiery 


step  aj  the  nay.  Rifihl  tiair.  ii  e're  aflerin^ 
it  all  III  yiiu  far  a  Ian  lease  pine  aj 
just  $()')"  per  inanth.  Intl.  as  an  tiilileil 
heni'lit.  your  IBM  Business  I'tiilnei  tun 
ei  en  i  iisltiniize  \inir  seri  ne  needs  n  ilh 
our  IBM  Serrii  el'iH  afferin^s. 
Call  U'M  lit  I  mi  IBM-2W2.  I'M.  Mir,  2.  and 
ire'll  send  yaii  a  free  i  ,iui\e  tn  \)iinifi  Hii>iMf>> 
cm  tlif  liiliTiii'l.  /(('"//  iilsa  put  \(iii  in  lain  li 
It  itli  the  IBM  Business  I'lirtner  liest  stilled 
la  yaur  business.  For  more  infonniilian.  i  isit 
us  at  II  n  n.husinesseeiiterihm.i am 


SoliilioiLs  lor  II  -.iiiall  [ilaiwt" 


s  apply  lot  olhei  models  IBM.  Business  Parlner,  SeivicePac  and  Solulions  lor  a  small  planet  are  trademarks  ol  Inlernalional  Business  Machines  Corporation  in  ttie  United  Stales  and/or  other  countries 
;ense,  Lotus  and  Domino  aie  trademarks  ol  Lotus  Development  Corporation  in  the  United  Slates  and/or  other  countries  ©  1997  IBM  Corp  All  rights  reserved. 


Science  &  Technology 


SECURITY 


NOW  ARRIVING  AT  U.S. 
AIRPORTS:  BOMBPROOFING 

The  FAA  is  finally  installing  the  best  systems  it  can  find 

can  process  up  to  1,500  bags  an  hour, 
probing  luggage  with  two  different  X- 
ray  ft'equencies.  These  dual  beams  gen- 
erate data  for  computing  the  chemical 
makeup  of  every  object  in  the  bag. 

If  the  analysis  finds  anything  that's 
close  to  the  composition  of  an  explosive 
or  a  weapon,  the  image  of  the  suspi- 
cious object  gets  highlighted  in  color 
(photo)  and  is  relayed  to  a  nearby  work- 


For  U.  S.  executives  in  the  bomb  de- 
tection business,  Terminal  One  at 
New  York's  John  F.  Kennedy  In- 
ternational Airport  has  been  too  long 
coming.  Scheduled  to  open  next  sum- 
mei',  it  may  become  the  fu\st  airline  ter- 
minal in  the  world  to  screen  all  lug- 
gage, both  carry-on  and  checked,  for 
explosives.  Ironically,  it  is  being  built 
by  foreign  companies — Air  France, 
Japan  Airlines,  Korean  Air, 
and  Lufthansa.  The  Federal 
Aviation  Administration  is 
helping,  while  also  buying 
such  equipment  for  many  oth- 
er aiiports.  "From  the  start, 
our  goal  was  100%  baggage 
screening,  even  if  there  was 
no  FAA  requirement,"  says 
Alain  Content,  who  heads  en- 
gineering and  design  at  Ter- 
minal One  Group  Assn. 

U.  S.  suppliers  of  explosives 
detection  gear  are  tired  of 
making  excuses  for  Europe's 
more  aggressive  effort  to 
thwait  terrorist  attacks.  Com- 
pared with  the  U.  S.,  Eiu'ope's 
airports  have  far  more  U.  S.- 
made  equipment  for  spotting 
hidden  explosives.  And  the 
triple-check  system  being  in- 
stalled at  Terminal  One  and 
other-  airpoits  was  hatched  by 
KAA  PLC  (foi-merly  the  British 
Airjjort  Authority).  When  it 
realized  no  single  technology 
was  u))  to  the  task  of  finding 
bombs  in  luggage,  baa  was 
detennined  U)  imd  a  solution — to  avoid  a 
repeat  of  the  19X8  bombing  of  Pan  Am 
Flight  108,  which  fleparted  from  Lon- 
don's Heathrow  Airport.  "That  was  a 
powerful  motivation,"  says  S.  David  El- 
lenbogen,  chairman  of  Vivid  Technolo- 
gies Inc.  in  Woburn,  Mass. 

Here's  how  triple-cheek  works:  Fu'st, 
checked  luggage  is  zap])ed  with  special 
X-ray  beams  fiom  an  automated  sys- 
tem that's  fa.st  enough  to  process  the 
mountain  of  bags  h  ading  for  the  belly 
of  a  jumbo  jet.  Usu.diy,  BAA  does  this 
"level-one"  screening  with  a  $400,000 
machine  from  Vivid  Technologies  that 


Some  British  airports  do  the  final  eh] 
with  "sniffers"  that  inhale  vapors  ft 
the  bag — explosives  give  off  odors  t; 
are  hard  to  eliminate — or  microscc 
particles  on  the  bag.  Sniffers  and  < 
scanners  are  precise  but  slow,  but  th 
not  a  hangup  at  level  tkree.  Only  ab 
1%  of  bags  ty}Dically  reach  this  stagi 
Before  the  first  plane  leaves  Terra 
One,  all  of  Britain's  major  ah'ports 
pect  to  be  X-raying  100%  of  checl 
luggage.  Large  aiiports  thi'oughout 
rope  plan  to  follow  suit  by  2003.  JMe 
while,  British  airports  will  be  racing 
install  bomb  detection  systems  for  car 
on  bags  as  well,  so  Terminal  One's 
elusive  status  may  not  last  long. 
FRESH  FUNDS.  For  American  traveU 
there's  more  good  news:  Secuiity  geai 
heading  in  volume  for  busy  airpo 
around  the  U.  S.,  although  when  £ 
where  is  a  secret.  The  faa  doesn't  w; 


THE  NEW  BAGGAGE  CHECK 


Next  summer,  Terminal  One  at  New  York's  John  F.  Kennedy  Intemational 
Air][)ort  will  begin  inspecting  all  baggage,  both  car-ry-on  and  checked,  for  bombs 

3 Suspicious  bags 
will  be  diverted 
to  a  CAT  scanner  for 
a  more  sophisticated 
exam,  which  might 
cause  a  bomb  squad 
to  be  called. 


X-RAY 

1 Checked  luggage  will  be 
screened  by  a  fast  X-ray 
machine.  Its  computer  uses 
chemical  analysis  to  spot 
explosives  ordinary  X-rays 
would  miss. 


WORKSTATION 

2 A  suspected  weapon  or  bomb  will  be 
highlighted  in  color  on  a  workstation 
screen.  Possible  bombs  are  flagged  in  red. 
The  inspector  decides  whether  to  let  the 
bag  pass  by  manipulating  the  image  to 
enlarge  or  enhance  specific  objects. 


DATA  VIVID  TECHNOLOGIES  INC 


station  for  double-checking.  There,  the 
image  is  sciutinized  by  a  skilled  inspec- 
tor-, who  can  enlarge  parts  of  the  image 
or  strip  away  details  to  help  decide 
whether  to  let  the  bag  pass.  Altema- 
tively,  some  airports  use  a  more  sensi- 
tive automated  system  at  this  stage, 
such  as  the  CTX  5000  machine  from  In- 
Vision  Technologies  Inc.  in  Newark, 
Calif.  It  uses  X-ray  technology  derived 
from  hospital  CAT  scanners  to  dissect  a 
bag's  contents  in  minute  detail. 

When  any  doubt  remains,  BAA  runs 
the  bag  thi'ough  a  rigorous  "level-three" 
inspection,  typically  using  a  CTX  5000. 


to  tell  terrorists  which  airijorls  to  avo 
The  floodgates  opened  in  Octob 
1996.  Reacting  to  the  fear  that  T\ 
Flight  800  had  been  bombed,  Congre 
coughed  up  $144  miUion  to  buy  exp' 
sives  detection  equipment.  The  F. 
hopes  to  get  at  least  .$100  milhon  ann 
ally  for-  the  next  few  years,  although 
evidence  of  foul  play  was  foimd  in  Flig 
800.  Even  if  the  FAA  gets  what  it  wan 
it  will  take  more  than  a  decade  to  u 
gr-ade  just  the  75  busiest  airporl 
Wher-e  the  money  will  come  from  is 
in  the  air-.  One  possibility:  a  surchar-ge 
tickets.  Britain  figures  its  investme 
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We've  spent  over  50  years 
revolutionizing  the  mutual  fund  industry 

Is  it  any  surprise  that  we're 
innovating  the  brokerage  business? 


1 

r 

INDEPENDENT  RESEARCH, 
PLANNING  TOOLS  AND 
ONLINE  STOCK  TRADES  FROM 

$^495 

FOR  ACTIVE  TRADERS 

%  \  \  >.\\\ 


J\.s  a  pioneer  in  mutual  funds.  Fidelity  changed 
the  way  America  invests.  Now  we're  redefining  the 
brokerage  industry.  With  Fidelity  Brokerage?  you  get; 

■  Access  to  initial  public  offerings 

■  Independent  research  from  Salomon 
Brothers  and  others 

■  Online  analysis  tools  like  Stock  Fvaluator'" 
and  Fund  Evaluator-" 

■  Online  real-time  stock  quotes 


Fideliiy 


Plus,  online  stock  trading  from  $14.95  per  trade  lor 
active  traders,  and  $19.95  for  less  active  accounts.' 
So  for  brokerage  services  at  an  excellent  value, 
work  with  Fidelity  Brokerage-visit  our  Web  site, 
call,  or  stop  by  an  Investor  Center  liulay  Alter 
all,  revolutionary 
ideas  are  why 

we  re  m  business  1-800-544-7610 


www.fidelity.com 


Inuestments 


WHERE  12  MILLION  INVESTORS  PUT  THEIR  TRUST." 

ervice:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

)ck  trades  placed  online  via  the  Web  or  Fidehty  On-hne  Xpress+  "  in  quahfying  accounts  oi  active  traders,  the  base  rate  is  S14  95  The  base  rate  lor  slock  trades  placed 
for  other  retail  customers  is  $19  95  For  equity  trades  up  to  1,000  shares,  pay  the  base  rate  For  trades  between  1,001  and  4,999,  pay  the  base  rate  plus  $.03  lor  each 
ver  1.000,  For  trades  of  5,000  shares  or  more,  pay  the  base  rate  plus  $  02  for  each  share  over  1,000  For  shares  pnced  under  $1 ,  pay  the  lesser  of  the  rate  as  calculated 
)r  3%  of  pnncipal,  subject  to  a  minimum  commission  equal  to  the  base  rate.  There  is  a  $3  premium  per  trade  for  limit  and  stop  orders.  The  premium  is  waived  until 
?  for  Spartan  Active  Traders  and  does  not  apply  to  Spartan  Gold  Circle  customers.  Active  traders  refer  to  those  customers  whose  accounts  qualify  for  Spartan  Active  Trader 
or  Spartan  Gold  Circle  pricing  To  qualify  customers  must  make  at  least  36  or  72  stock,  bond  or  option  trades  per  year  respectively  and  maintain  a  minimum  account 
!  of  $20,000  ($100,000  for  retirement  accounts)  Fidelity  Brokerage  Services,  Inc.  Ivlember  NYSE,  SIPC.  4b/42100.001 


A  dilemma  for  your  accountant: 
Is  it  travel? 


""■""mum, 


Or  entertainment? 


Whilu  f  iiir  CPA  wrestles  with  that  dilemma,  you  can  enjoy  the  new  Lincoln  Town  Car  for  what  it  really  is:  a  refined,  six-passengf 
luxury  S('d.-ji!  with  improved  steering,  a  responsive  overhead  cam  V-8  engine  and  the  kind  of  poised  handling  that  comes  from 


ced  rear-wheel-drive  chassis.  All  of  which  makes  spending  time  in  the  new  Town  Car  time  well  spent.  For  more  information, 
Dur  web  site  at  www.lincolnvehicles.com,  or  call  1  800  446-8888  for  a  free  brochure. 

le  new  Town  Car  from  Lincoln.  What  a  luxury  car  should  be. 


People 


for  screening  cargo  luggage  amounts  to 
less  than  $1  per  bag.  "So,  for  a  couple 
bucks  a  bag,  all  U.  S.  aiiports  could  build 
a  tight  ring  around  airplanes,"  says  Jef- 
frey J.  Langan,  president  of  Thermedics 
Detection  Inc.  in  Chelmsford,  Mass.  Its 
sniffers  will  be  used  in  Terminal  One  to 
double-check  carry-on  bags. 

Congi'ess  also  freed  the  faa  from  a 
legislative  straitjacket  that  had  required 
ecjuipment  to  be  certified  before  it  could 
be  deployed.  That  has  been  a  big  stum- 
bling block.  Seeking  a  foolproof  solu- 
tion, the  FAA  set  tough  standards.  Sys- 
tems have  to  screen  450  bags  an  hour 
while  spotting  explosives  with  a  specif- 
ic but  secret  minimum  accuracy.  So  far, 
only  InVision's  machine  passes  muster, 
and  it  meets  the  450-bag  mark  only 
when  two  $900,000  machines  are  cob- 
bled together  to  form  a  system. 

Now  free  to  follow  Britain's  lead  in 


The  FAA  has  lost  no 
time  in  spending  its 
newfound  funds-500 
sniffers  are  on  order 


putting  the  best  available  equipment  in 
airports  until  something  even  better 
comes  along,  the  faa  is  buying  54  In  Vi- 
sion machines,  500  sniffers,  and  dozens 
of  advanced  X-ray  systems  fi'om  Amer- 
ican Science  &  Engineering,  e<;&g  As- 
trophysics, Vivid,  and  Israel's  Magal  Se- 
curity Systems.  So  in  less  than  a  year, 
the  U.  S.  has  gone  from  backwater  sta- 
tus to  a  hot  market. 
HYBRID  CATS.  New  technology  is  al- 
ready bubbling  up.  The  faa  is  doling 
out  development  grants  to  old-timers 
and  newbies  alike.  L3  Communications, 
a  Lockheed  Martin  spin-off,  got  $12 
million  for  a  new  type  of  cat  scanner 
that  may  give  InVision  a  run  for  its 
money. 

Not  to  be  outflanked,  InVision  has 
bought  Quantum  Mag-netics  Inc.,  which 
uses  "quadnipole  resonance"  (qr)  to  spot 
exi^losives.  The  technology  is  similar  to 
magnetic-resonance  imaging  systems  in 
hospitals.  InVision  President  Sergio 
Magistri  says  a  cat-qr  hybrid  will  be 
even  moi-e  accurate  than  today's  CTX 
and  combining  QR  plus  dual-beam  X- 
r;!ys  could  be  just  the  thing  foi-  screen- 
!!iu  carry-;'n  bags.  "We  expect  the  mar- 
lu'l  to  grovv  a  lot"  and  create  plenty  of 
room  for  n;  v  rivals,  says  Magistri. 

All  of  whic  h  promises  to  make  flying 
safer  than  ever.  And  if  the  tab  is  just  $2 
a  bag,  it'll  be  a  bargain. 

By  Of  is  Poii  in  New  York 


HIPPEAU. POWER:  His  magazines  tell  readers  what  is,  and  isn't,  worth  buyiri. 


MEDIA  TYCOONS 


1  LIVE,  BREATHE, 
SLEEP  COMPUTERS' 

How  Eric  Hippeau  is  turbocharging  Ziff-Davis 


Though  you've  probably  never  heard 
of  liim,  Eric  Hippeau  is  among  the 
most  influential  jieople  in  the  com- 
puter industry.  Just  ask  Bill  Gates, 
who  brainstorms  with  him  about  poten- 
tial products.  Oi'  Michael  DeU,  who  relies 
on  him  to  spread  the  word  on  new 
wares.  Or  any  of  the  elite  who  join  Hip- 
peau at  his  annual  Asj)en  retreat. 

Hippeau  wields  his  power  not 
through  money  but  through  words.  He 
is  chief  executive  of  Ziff-Davis  Inc., 
which  serves  as  one  of  the  .$210  billion 
computer  industry's  main  links  to  con- 
sumers. Starting  with  seven  magazines 
when  he  took  the  helm  in  1991,  Hip- 
peau has  built  up  nearly  100  computer 
titles  and  more  than  $1  billion  in  sales  in 
a  rapid-fire  expansion  encouraged  by 


Ziff-Davis's  new  owner,  Japan's  S 
bank  Corp.  Anchored  by  the  vener 
PC  Magazine,  the  empu'e  now  includ 
popular  Web  site,  a  research  arm, 
an  online  university.  He's  also  abou 
launch  a  24-hour  cable-TV  channel 
voted  to  computers  and  the  Net. 

Hippeau 's  anny  of  editors  get  the 
est  PC  S  and  software  so  they  can  te' 
million  consimiers  what's  worth  buyin 
and,  occasionally,  what's  not.  "If  t 
slam  a  product,  it  devastates  sales,"  s 
Theodore  W.  Waitt.  ceo  at  Gateway  2 
Inc.  And  Hippeau  just  got  more  pov 
Now  imder  Ms  wing  is  a  sister  divisio 
Comdex,  the  leading  computer  tr; 
show,  where  industry  brass  kick  off  r 
offerings.  "He  is  the  Bill  Gates  of  c( 
puter  media,"  -says  Gordon  E.  Eubar 
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oqnsider  this  a  triple  shot  df  irdn  and  adrenaline,  headed  right  fdr  the 
heart  of  your  company's  information  systems.  it's  called  the  adaptive 
Component  Architecture^"  from  Sybase."  It's  a  complete,  integrated,  end-to- 

END  architecture  FOR  HANDLING  ALL  YOUR  INFORMATION  NEEDS,  FROM  HIGH 
PERFORMANCE  DATABASE  SERVERS  TO  LEADING  EDGE  MIDDLEWARE  AND  ENTERPRISE 
DEVELOPMENT  TOOLS.  KTHINK  OF  THE  ADAPTIVE  COMPONENT  ARCHITECTURE  AS 
THE  FOUNDATION   FOR  BUILDING      I  t    YOUR  FUTURE.  A  FUTURE  THAT  IS 

TOTALLY  OPEN.  THAT'S  BECAUSE  INTRODUCING         THIS  ARCHITECTURE  IS  DESIGNED 

ADAPTIVE 

TO   WORK  WITH    EVERYTHING    IN  t-^^r-it    IIVU         YO  U  R  E  N  T  E  R  P  R  I  S  E  ,    NO  MATTER 

COMPONENT 

WHICH   PLATFORM   OR   VENDOR  YOU    USE.   YOU  WILL  BE  ABLE  TO 

ARCHITECTURE 

CREATE  NEW  C  U  STD  M  ER-C  ENTRIC  InW^^^^MMji  COMPUTING  APPLICATIONS  THAT 
USE  STANDARD  COMPONENTS  DEPLOYED  THE  WAY  YOU  WANT  ON  ANY  TIER,  ACCESS- 
ING ANY  DATA.  AND  YOU'LL  BE  OPEN  TO  THE  ADVANTAGES  OF  THE  INTERNET  AND 
FUTURE  TECHNOLOGY-NO  MATTER  WHERE  IT  COMES  FROM.  ►  TO  LEARN  MORE,  CALL 
FDR  OUR  WHITE  PAPER  AT  1  -  B  □  □  -  S  S  Y  B  A  B  E  {REF.#ACBU).  AND  IF  YOU'D  LIKE 
TO  SEE  HOW  WE'VE  HELPED  SOME  VERY  SUCCESSFUL  COMPANIES  FUNDAMENTALLY 
IMPROVE   THE   WAY  THEY  WORK,   VISIT   US   AT  WWW.SYBASE.COM/SUCCESS. 


i  Sybase 


H 


FUTURE 


WIDE 


PEN 


People 


$100  million  will  go  into  ZDTV,  a  24-hour  cable  channel 


CEO  of  software  maker  Symantec  Coi-p. 

Maybe,  but  Softbanlt  is  no  Microsoft. 
The  Japanese  softwai-e  distributor  was  a 
darling  when  it  hit  Tokyo's  over-the- 
counter  mai-ket  in  1994,  laimdiing  a  buy- 
ing spree  capped  by  last  year's  $2.1  bil- 
lion   purchase    of    Ziff-Davis  from 
leveraged-buyout  specialists  Forstmann 
Little  &  Co.  Its  revenues  have  doubled, 
to  $5  bilhon — but  the  growth  came  at  a 
price.  Woiried  about  the  $2.2  bilhon  in 
debt  Softbank  had  piled  up,  investors 
began  bailing  out  last  spring.  Theii-  con- 
cerns tiUTied  into  panic  over  the  sum- 
mer when  an  e.\-employee  published  a  ■ 
book  alleging  questionable  accounting 
practices.  The  iDook  also  exposed  Soft- 
bank founder  Masayoslii  Son's  prac- 
tice of  shifting  massive  debt  fi'om  Soft- 
bank to  his  own  private  asset- 
management  fuTn,  MAC  Inc.  Softbank 
stock  plimged  and  is  now  down  near- 
ly 70%  from  its  peak  in  April,  1996. 

Son  says  his  financial  practices 
would  be  standard  in  the  U.  S.  and 
that  he  can  cover  Ms  debts  with  Soft- 
bank's hefty  cash  flow.  "Investors  in 
Japan  just  don't  yet  understand  the 
beauty  of  m&a,"  he  says.  The  experi- 
ence, say  sources  close  to  Softbank, 
has  made  Son  consider  more  serious- 
ly spinning  off  Ziff-Davis  to  U.  S. 
shareholders.  Son  won't  comment  ex- 
cept to  say:  "America  is  a  paimlise  for 
business.  Japan  is  closed." 

Analysts  in  Japan  widely  agTee  that 
local  investore,  who  have  failed  to  take 
into  account  the  strength  of  Ziff-Davis, 
overreacted.  "Part  of  the  problem  is 
that  the  heaitbeat  of  the  corporation 
is  on  the  other  side  of  the  world," 
says  Mahendra  Negi  of  Menill  Lynch 
in  Japan.  Indeed,  the  publishei'  has 
emerged  as  Softbank's  pi'ofit  engine.  With 
Comdex,  Ziff-Davis  accounts  for  only  a 
third  of  the  corporation's  overall  rev- 
enues, but  eainings  of  about  .$.300  million 
l)r-ovi(le  more  than  hah"  Softbank's  profits. 
"COLD  FISH."  So  far,  investor  worries 
haven't  sloweci  dovm  Ziff-Davis.  Son  in- 
sists the  conifjany  will  retain  all  its  own 
earnings.  And  Hippeau  maintains  that 
Softbank's  pfublems  "have  absolutely  no 
impact  on  oui-  business." 

Hippeau  has  y  -.ule  a  career  of  proving 
the  skeptics  wro-  .c.  In  1971,  at  age  20, 
he  dropped  out  "f  the  Sorbonne  and 
took  a  newspaper  job  in  Brazil,  where 
his  father  managed  United  Press  Inter- 
national. "I  was  a  Frenchman  in  a  Poi*- 
tugnese-speaking  counti-y,  vniting  for  an 
English-language  newspaper  about  base- 
ball," he  says.  Hippeau  soon  became  ed- 


itor, cancelling  Dear-  Abby  and  laimching 
a  high-tech  section.  He  liu'ed  m  ads  from 
U.  S.  computer  vendors  so  successfully 
that  he  soon  quit  and  started  a  local 
magazine  called  Data  News. 

But  Hippeau  faced  stiff  hurdles.  In 
December,  1975,  Brazil  banned  computer 
imports.  Advertising  stopped  and  his  sole 
backer  pulled  out.  "I  said,  'Just  give  me 
24  hour's  imlimited  use  of  the  phone,' "  he 
r-ecalls.  Hippeau  tr-acked  down  Patrick  J. 
McGovern,  ceo  of  Inter-national  Data 
Group  (IDG),  publisher  of  Computer 
WofUl.  McGovei'n  was  looking  out  his 

Hippeau's  Rapid  Rise 

BORN  Paris,  1951;  became 
U.S.  citizen  in  1992. 

EDUCATION  Attended  the  Sorbonne. 

CAREER 

1S71  Baseball  reporter  for  English- 
language  daily  Brazil  Herald. 
1975  Launches  Data  News  in  Brazil. 
1986  Joins  IDG  as  publisher  of  InfoWorld. 
1989  Becomes  publisher  of  PC  Magazine. 
1991-present  CEO  of  Ziff-Davis. 

WHY  HE'S  HOT  Hippeau  has  transformed 
Ziff-Davis  into  a  computer  media  power- 
house. He  has  built  Ziff  from  7  to  100 
titles  worldwide,  launched  the  ZDNet  Web 
site  and  cable-TV  show;  now,  he's  taking 
control  of  Comdex,  the  industry's  most 
important  trade  show. 

FAMILY  Lives  in  Westport,  Conn.,  with  his 
wife  and  daughter. 

HOBBIES  Skiing,  collecting  toy  hippos. 

wandow  at  a  Boston  bhzzard  when  the 
phone  rang.  "I  said,  'What's  the  weather' 
like  ther-e?' "  McGover'n  r-ecalls.  By  New 
Year-'s  Eve,  the  two  were  sipping  drinks 
on  Copacabana  Beach  and  jotting  a  busi- 
ness plan  on  a  cocktail  napkin.  Tlie  ban, 
they  figwed,  would  soon  lift.  But  in  the 
meantime,  it  was  such  a  str-uggle  that 
Hippeau  and  his  head  salesman  shared 
not  only  an  apartment  but  a  cheap  suit. 
Hippeau  got  so  desperate  he  won  one 
advertiser  over-  by  showing  him  the  holes 
in  his  shoes.  "I  put  my  foot  on  liis  desk 
and  said,  T  need  this,' "  he  r-ecalls. 

By  1986,  they  had  laimched  a  chain  of 
magazines  and  tr-ade  shows  throughout 
South  Amer-ica,  and  McGover-n  brought 
Hippeau  to  the  U.  S.  to  turn  around 
iug's  InfoWorld.  Three  years  later-, 
William"  B.    Ziff   Jr-.,  McGover-n's 


staunchest  rival,  wooed  Hippeau  t' 
Magazine  and  in  1991  promoted 
CEO  of  the  entire  operation.  "Eric 
impose  order-,  like  a  military'  nian,"j 
says.  "He  doesn't  bark  orders,  buti 
can  always  feel  the  engine  undeme: 
Indeed,  the  soft-spoken,  bespect; 
Hippeau  isn't  given  to  small  talk,  ci 
ing  jokes,  or  handing  out  kudos.  "H 
cold  fish  as  a  boss,"  says  an  ex-i 
"But  as  a  businessman,  he's  gr-eat." 
he  moved  Ziff  abr-oad  in  1991  wi 
magazine  in  Germany,  for  example, 
peau  hh-ed  a  security  force  to  surr-oi 
■i  Munich  printing  plant  after  he  he; 
r-ival  was  tr-ying  to  get  advance  o 
of  Ziff s  new  PC  Professionell 
peau  has  since  laimched  12  pub| 
tions  in  Eur-ope  and  China  for  a 
of  30  magazines.  The  publisher  h< 
es  its  name  for  another  70  titles. 

If  the  inter-national  foray  is 
peau's  biggest  claim  to  fame,  his 
for  an  annual  retr-eat  for  influe: 
clients  is  a  close  second.  Every 
Hippeau,  an  avid  skier-  presides 
the  so-called  "Boards,"  where 
puter  executives  ski  and  cut  high 
el  deals.  Last  winter,  according  to 
executive  who  was  there,  Micr( 
and  Sun  Microsystems  Inc.  negoti; 
to  give  Microsoft  the  license  to 
Java.  In  Mar-ch,  they  agr-eed  to  a 

Given  such  cozy  relationships,] 
no  wonder  Hippeau  identifies 
with  the  industr-y  he  cover-s  than 
the  mecUa.  "I  consider  myself  p; 
the  computer  industr-y,"  he  saysl 
Uve,  br-eathe,  sleep  computers." 
Hippeau  insists  that  his  business  d 
ings  don't  influence  his  editorial  d 
tent.  Despite  millions  of  dollara 
Windov/s  95  ad  r-evenues,  for  exarrJ 
PC  Magazine  told  its  7  miUion  reader] 
avoid  the  pr-ogr-am  until  the  bugs  to 
wor-ked  out.  And  after-  laiuiching  Fan 
PC  jointly  with  Walt  Disney  Co., 
magazine  panned  Disney's  online  site 
Now,  Hippeau  is  spending  $100  mil 
to  launch  zdtv,  a  24-hour-  cable  chan 
devoted  to  computers  and  the  Inten 
Many  enter-tainment  execs  have  basi 
the  idea,  particularly  coming  shortly 
ter  MSNBC  canceled  a  Ziff-Davis  sh 
with  low  ratings.  "Ziff-Davis  has 
proved  it  can  build  an  audience  to 
[tv]  advertising,"  says  Halsey  M. 
nor,  CEO  of  rival  cnet.  "It's  virtually 
possible."  But  Hippeau  is  undaunt 
That,  after  all,  is  what  everybody  saic 
the  '70s,  when  he  was  starting  a  cc 
puter  magazine  in  Br-azil. 

By  I.  Jeanne  Dugan  in  New  Yi 
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Dream  Machine. 
Not  The  Bike.  The  Digital  Color  Copier. 


lital  Color  Copier  For  Every  Department.  Every  Company.  M4,895. 


ital  Color  +  Productive  B  &  W 
ts  to  network  printer-scanner 
que  optional  embedded  Fiery 
Prints  up  to  11  X  17  format 

driven 

Aficio Color  2003 


S  iff 

 ..^ 

^  

Brilliant  color  every  office  can  afford.  Spectacular 
presentations  every  time.  Experience  the  productivity 
of  easy,  smart  digital  features  for  ttiousands  less. 
Get  a  demo  of  your  colorful  future  from  the  #1  maker  of 
digital  copiers  In  the  USA.  Call  800  63  RICOH. 
Online  www.ricoh-usa.com 


Image  Communication 


No  endorsement  can  make  you  feel  comfortable  unless 
^  it  comes  from  a  credible  source.  And  with  one  major 
•Jr  r/stB=^  corporation  after  another  switching  to  Gateway  2000, 
ii|  that's  exactly  what  you  get. 

Like  you,  other  corporate  IS/IT  managers  needed  business 
computers  specifically  designed  to  meet  their  needs  and 
exceed  their  expectations.  So  that's  precisely  what  we  gave  them. 

For  starters,  the  E-Series  desktop  line  meets  manageability  head- 
on  with  features  like  stable  network-ready  platforms, 
DM1  compliance  and  LANDesk  Client  Manager.  So  your 
company  can  grow  at  its  own  pace. 

Anrl  no  one  in  the  industry  can  match  the  degree  of 
module!  nt;/  offered  by  Gateway^''^  Solo'^' portable  computers. 
Now,  not  only  can  you  switch  components  individually  with 
one  product,  you  can  also  switch  components  across  the  current 
Gateway  Solo  line. 


We  also  have  a  full  line  of  servers  that  are  among  the  indul 
leaders  in  fault-tolerance  capabilities.  And  each  serve! 
equipped  with  components  that  allow  for  easy  scaleabilit;! 
memory  and  expansion  in  network  size.  So  if  your  comply' 


grows  from  30  employees  to  \ 


now  your 


network  can  ik 


Of  course,  our  fuO  line  of  workstations  can  grow  with  yoiffi 
well.  Each  workstation  is  certified  with  Microsoft:  Windows  P 
and  leading  application  software.  And  each  one  featii 
industry-leading  graphic  power  which  provides  you 
uncompromising  performance. 

The  way  we  see  it,  when  it  comes  to  business  computjS, 
we  won't  stop  until  we're  the  leader.  So  give  us  a  call,  and  v, 
put  you  in  touch  with  one  of  our  sales  representati\ 
They'll  be  happy  to  answer  all  your  questions.  Of  cou 
you  could  also  talk  to  our  friends  at  Union  Pacific,  Oc 
Spray,  Hughes  Defense  Gommunication  ... 


on  contract. 


E-IOOO  166  Low  Cost  NetWOtk-Ready  Desktop  ■  Intel"  166MHz  Penaum"  Processor  with  MMX'"  Technology  ■  16MB  SDRAM  ■  256K 
Pipelined  Burst  C_jLhc  ■  tVSIIO  28  Screen  Fitch  15"  Monitor  (13.9"  viewable)  ■  Integrated  PCI  Video  widi  2MB  DRAM  •  2CB  Ultra  ATA 
Hard  Dnve  ■  3.5"  Diskette  Dnve  ■  16-Bit  Sound  Blaster"  Compatible  Business  Audio  •  Integrated  10/100  fast  Ethernet'  E-Senes  Low-Prohle 
Desktop  Case  ■  104'  Keyboard  &  Mouse  ■  Microsoft'  Windows"  95  ■  Desktop  Management  Interface  (DM!)  I.l  Compliant  ■  Intel 
LANDcsk'  Client  Manager  3  01  S1099  Business  Lease  '$4fl/mo. 

E^llO  233  Mainstream  Network -Ready  Desktop  •  Intel  233MHz  Pentium'  II  Processor  with  MMX  Technology  ■  32MB  SDRAM 

•  Integrated  512K  Pipelined  Burst  Cache  ■  EV700  28  Screen  Pitch  17"  Monitor  (15  9"  viewable)  ■  AccelGraphics'  Femiedia'  2  32-Bit  AGP 
with  8MB  SCRAM  ■  4CB  Ultra  ATA  Hard  Dnve  ■  12/24X  CD-ROM  Dnve  and  3  5"  Diskette  Dnve  ■  3Com'  Ethernet  Adapter  •  E-Senes 
Mid-Tower  Case  (shown  with  desktop  case  opnon)  ■  104'  Keyboard  and  MS'  IntelliMouse'"  ■  MS  Windows  95  ■  (DMI)  11  Compliant 
■  Intel  LANDesk  Client  Manager  3,01  •  Gateway  Gold"'  Service  and  Support  for  E-Senes  PCs"  $1999  Business  Lease  '$73/mo 

MHO  300  High  Perlormance  Network-Ready  Desktop  •  Intel  SOOMHz  Pentium  II  Processor  with  512K  ECC  Cache  •  64MB  SDRAM 

•  EV90(1  26  Screen  Pitch  19"  Monitor  (18"  viewable)  ■  AccelCraphics  Pennedia  2  32-Bit  AGP  with  8MB  SCRAM  •  8  4CB  Ultra  ATA  Hard 
Dnve  •  12/24X  CD-ROM  Dnve  and  3  5"  Diskette  Dnve  ■  3Com  Ethernet  Adapter  ■  E-Senes  Mid-Tower  Case  "104'  Keyboard  and  MS 
IntelliMouse  •  MS  Windows  95  ■  (DMI)  11  Compliant  •  Intel  LANDesk  Client  Manager  3  01  ■  Gateway  Gold  Service  and  Support  for 
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James  A.  Hoily  III  is  Detroit's 
worst  nightmare.  At  a  cock- 
tail party  this  summer,  a 
friend  mentioned  he  had  just 
traded  in  his  sport-utility  ve- 
hicle for  a  new  Mercedes- 
Benz.  As  his  friend  boasted 
about  the  taut,  sporty  ride  of  his  new 
car,  it  occun-ed  to  Horty  that  he  had 
tired  of  his  Jeep  Grand  Cherokee,  the 
fourth  he  had  owned.  "It  made  me  start 
thinking:  'This  is  getting  kind  of  stu- 
pid. My  Jeep  guzzles  gas,  and  it  drives 
like  a  truck,'"  says  Horty,  31,  a  Wil- 


such  as  the  Mercedes  E320.  Buy  a  U.  S. 
luxury  car?  No  way,  says  Kevin  Ire- 
land, 45,  a  Wescosville  (Pa.)  book  editor: 
"I  think  of  a  Cadillac  or  a  Lincoln  as  a 
car  my  Uncle  Charlie,  who's  bald, 
smokes  cigars,  and  wears  bad  pants, 
would  drive." 

That's  terrible  news  for  Motown. 
Masked  by  soaring  stock  prices  and 
record  profits  from  minivans  and  sport- 
utihty  sales,  Detroit  has  a  gnawing  se- 
cret: It  has  lost  control  of  the  U.  S.  pas- 
senger car  market,  and  a  crisis  is 
looming.  As  the  oldest  of  the  75  million 

  baby  boomers  enter  their  50s, 

when  consumers  usually  spend  the 
most  on  autos,  a  majority  prefer 
Japanese  or  European  cars.  The 
Big  Three's  share  of  car  sales  has 
plummeted  from  74%  in  1985  to  61% 
now.  Strip  out  commercial  fleet  sales, 
and  that  share  drops  to  48%.  Among 
baby  boomers,  Motown  accoimts  for  just 
44%'  of  sales.  "We  don't  do  well  with 
boomers,"  admits  G.  Richard  Wagoner 
Jr.,  44,  president  of  North  American 
Operations  at  General  Motors  Corp.  "It's 
one  of  the  business  challenges  we  have." 

Unless  Detroit  can  do  a  better  job 
of  meeting  that  challenge,  the  situation 
will  worsen.  As  the  prewar  generation 
that  makes  up  the  industiy's  most  loyal 
customers  dies  off,  the  mix  of  cars  on 
the  road  will  slide  inexorably  toward 
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mington  (Del.)  real  estate  executive.  "It 
was  truly  a  fad,  and  I  feel  like:  been 
there,  done  that." 

Soon  aftei;  Horty  traded  his  nearly 
new  Jeep  for  a  silver  BMW  528ia.  Seven 
yeai's  as  a  happy  Jeep  owner  didn't  per- 
suade him  to  buy  a  U.  S.  cai".  "The  qual- 
ity and  amenities  of  European  cars  are 
just  so  much  nicer,"  he  explains. 

In  that  view,  Horty  is  not  alone.  In- 
stead of  Ford  Tauruses  and  Buick  Re- 
gals,  baby  boomers  and  the  generation 
just  behind  them  favor  reliable  Japanese 
sedans  such  as  the  Toyota  Camiy  and 
Honda  Accord  or  upscale  Gennan  cars 
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A  BOOMER'S 
EYE  VIEW 
OF  CARS 

Environmental  awareness, 
politics,  the  oil  crisis-and 
some  of  Detroit's  worst 
efforts-led  a  generation  to 
shun  the  Big  Three's  cars 


1949  The  auto  industry  becomes 
the  engine  of  America's  postwar 
prosperity;  Detroit  controls  99.7% 
of  the  U.S.  car  market. 


imports.  By  2010,  that  older 
generation — which  now  buys  a 
third  of  all  cars — will  account 
for  just  12%  of  sales,  according 
to  NexTi-end  Inc.,  a  Thousand 
Oaks  (Calif.)  consulting  finn.  By 
then,  boomers  will  buy  half  of  all  velii- 
cles,  followed  by  Generation  X,  which  is 
even  less  inclined  than  boomers  to  buy 
American.  Says  Christopher  W.  Ceder- 
gren,  NexTrend's  managing  director:  "If 
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boomers  don't  alter  their  purchasing 
patterns,  it's  going  to  be  devastating 
for  the  Big  Three." 

How  devastating?  He  predicts  that 
Detroit's  share  of  the  U.  S.  car  market 
could  drop  an  additional  five  points  in 
the  next  five  years.  Says  Com'ad  P.  Kot- 
tak,  an  anthropology  professor  at  the 
University  of  Michigan  who  specializes 
in  U.  S.  popular  culture:  "You  could  say 
we're  seeing  the  rise  of  the  new  Amer- 
ican car  business,  but  the  names  are 
Honda,  Toyota,  or  bmw." 
LONG  HAUL.  Winning  over  boomers 
won't  be  easy.  The  seeds  of  their  defec- 
tion were  sown  a  quarter-century  ago, 
when  they  started  buying  theii'  first 
cars — and  when  Detroit  was  turning  out 
some  of  its  worst  cars  ever.  Formative 
experiences  with  cars  that  failed  to  start 
or  stalled  at  traffic  lights  tumed  many 
boomers  off  U.S.  makes  forever.  "We 
taught  them  that  we  build  junk,"  says 
James  C.  Bulin,  Ford  Motor  Co.'s  gen- 
erational studies  manager.  "The  lessons 
learned  in  the  1970s  vdll  stay  with  baby 
boomers  for  the  rest 
of  their  lives." 

That  may  be  one 
reason  why  the  Big 
Three's  efforts  to  at- 
tract import-loving 
car  buyers  have  so 
far  fallen  short.  Al- 
though Detroit  has 
narrowed  the  quality 
gap  between  U.  S. 
and  foreign  cars  dra- 
matically and  has  in- 
troduced stylish  mod- 


1955  Rosa 
Parks  refuses  to 
give  up  her  seat 
^  on  the  bus;  the 
Civil  Rights  Movement  begins. 

1957  Sputnik  launched;  the 
technology  race  begins. 

1959 

Cadillac 
tailfins 
reach  their 
zenith. 


ism  is  born.  Volkswagea 
consumers  to  "Think  Si 

1963  President  Kennti 
motes  physical  fitness, 
boomers  on 

lifelong  craze.  ^KiSiiii 
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AMERICA'S 
TASTE 
IN  CARS 

younger  the 
srs,  the  more 
they  prefer  imports 


els  far  superior 
to  past  offerings, 
U.  S.  car-share 
has  continued  to 
dechne. 

Why?  For  one 
thing,  quality,  while  vastly  improved, 
still  can't  match  that  of  the  best  Japa- 
nese carmakers.  Some  U.  S.  offerings, 
such  as  the  Plymouth  Neon  subcompact 
and  Dodge  Stratus  compact,  simply 
couldn't  make  up  in  styling  what  they 
lacked  in  rehability.  Others,  such  as  the 
Oldsmobile  Aurora  and  Cadillac  Catera, 
can't  live  dovm  their 
brands'  old-fogy  im- 
ages. Consumers 
deemed  other  well- 
engineered  cars, 
such  as  the  Ford 
Contour,  too  pricey. 

Motown  has  had 
a  few  sohd  boomer 
successes  over  the 
years,  gm's  strong- 
selhng  new  Pontiac 
Grand  Prix,  with  its 
distinctively  Ameri- 
can styling,  has  at- 
tracted a  following  among  some 
boomers,  for  example.  But  too  often, 
Detroit  has  been  unable  to  sustain  those 
successes.  The  original  1986  Tauius  was 
a  hit  with  older  boomers,  and  by  1992  it 
ranked  as  the  best-selling  car  in  Amer- 
ica. But  many  buyers  foimd  Ford's  1995 
redesign  too  radical  or  the  price  in- 
crease too  high.  After  two  Taurus  wag- 
ons, David  Savinar,  a  43-year-old  dh-ect- 
mail  executive  fr"om  Newtown  Square, 
Pa.,  switched  to  Subain  when  he  saw 

MATURE 

AGE  54  AND  UP 


the  latest  Taurus  look.  "I 
would  go  back  if  there  was  a 
really  beautiful  American  car 
design  and  if  its  mechanics 
were  good,"  he  says.  Even 
gm's  Saturn,  Detroit's  biggest 
import-fighting  success,  has  seen 
fall  9.4%  this  year 

Despite  their  car  woes,  U.  S. 


I 


makers  take  comfort  in  the  huge  pn  KiON 


ti 

:airti 


their  trucks  haul  in.  The  41%  grovrttooiEcii 
sales  of  minivans,  sport-utes,  and  p 
ups  since  1986 — a  market  that  has  1:  %im 
almost  exclusively  the  domain  of 


U  A  lack  of  comparable  quali 
unwillingness  to  stand  behi 
their  products,  and  arroga: 
attitudes  drove  me  away  T 

—  RUSSELL  MARSELLA 
He  recently  traded  a  Gievy  Blazer  for  this  Japanese 


Big  Three — has  carried  them  to  rec 
earnings  in  recent  years  and  allov 
them  to  maintain  a  72%  share  of  t( 
vehicle  sales.  For  the  first  nine  mon 
of  1997,  they've  reported  combined  ea 
ings  of  $12  billion,  largely  fueled 
sales  of  tiaicks,  where  margins  can  i|t!r, 
as  high  as  $15,000  per  vehicle. 

That  truck  success  should  give 
troit  a  marketing  edge  foi'  cars,  but 
far  it  hasn't  worked.  To  sell  cars  th 
days,  Detroit  has  been  forced  to 

BABY  BOOMERS 

AGE  33-53 
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1965  Ralph  Nader  publishes 
Unsafe  at  Any  Speed,  an 

indictment  of 
the  Chevrolet 
Corvair.  First 
successful 
Japanese 
import,  Toyota 
Corona,  hits 
the  market. 


1968  Vietnam  War  protests 
spread,  and  assassinations  of 
Martin  Luther  King  Jr  and 
Robert  F.  Kennedy  reinforce 
strong  anti-Establishment 
leanings  in  boomers. 

1969  Woodstock  music  festival; 
VW  bus  becomes  hippie  icon. 


es,  eroding  already  thin  or 
nt  margins.  And  boomers  who 
1  snapping  up  Big  Three  sport- 
ivans,  and  pickups  show  little 
1  U.  S.  cars.  Says  Furman  Selz 
yst  Maryann  N.  Keller:  "Buy- 
not  made  the  transition  from 
eir  truck  to  loving  the  same 
car." 

I  ON  SUVs."  Take  Sharon  and 
ausch  of  Leesburg,  Va.  They 
)odge  Caravan  and  an  Acura 
Sharon,  31,  a  pharmaceutical 
,  loves  her  minivan,  but  tliat 


anged  her  mind  about  U.  S. 

advice:  "If  you  have  a  choice 
a  domestic  car  and  a  foreign 
the  foreign  car." 
10  mistake,  cars  do  still  matter 
,s  bought  8.5  miUion  of  them 
,  vs.  6.6  milhon  trucks.  And 
re  have  been  signs  that  Amer- 
ion  for  trucks  is  cooUng.  Truck 

up  just  3.5%  this  year,  com- 
th  8%  last  year.  An  array  of 
uld  dent  truck  sales  further. 


ENERATiON  X 

AGE  18-32 


Concerns  over 
global  warming 
could  lead  to 
stricter  emission 
rules,  which  would  hit  trucks  hardest,  as 
would  an  oil  shock.  Meanwhile,  insur- 
ers are  considering  raising  their  rates  on 
these  behemoths  because  of  the  greater 
damage  they  inflict  in  accidents.  "Trucks 
are  hot,  and  profits  are  there,"  says  GM 
Chairman  John  F.  Smith  Jr  "But  those 
numbers  can  swing  back  and  forth 
rather  fast." 

Indeed,  as  their  kids  start  leaving 
home  over  the  next 
decade,  aging 
boomers  might  well 
find  they  prefer  the 
less  jolting  ride  of  a 
car.  Says  Susan  G. 
Jacobs,  president  of 
Jacobs  &  Associates 
in  Rutherford,  N.J.: 
"The  fixation  on 
SUVS  is  distracting 
manufacturers  fi'om 
the  next  transition 
of  the  market  as 
baby  boomers  move 
to  the  next  fife  stage." 

No  company  has  more  at  stake  than 
Chrysler  The  No.  3  auto  maker  sells 
two  trucks  for  every  car  "I  am  con- 
cerned about  our  dechning  share  of  the 
passenger-car  market,"  says  Chrysler 
Chairman  Robert  J.  Eaton.  "It  clearly 
puts  us  at  risk  if  the  market  changes." 

But  Detroit's  deeds  don't  always 
match  its  words.  Although  Chrysler  has 
poured  $2.1  billion  into  restyling  its 
Dodge  Intrepid  and  Chrysler  Concorde 


DETROIT 
LOSES 
ITS  GRIP 

The  Big  Three  once 
held  a  near  lock  on 
the  car  market,  but 
their  share  has 
dropped  by  a  third 

DATA:  WARDS AUTOINFOBANK 


DOMESTIC  BRANDS'  SHARE 
OF  U.S.  CAR  SALES 
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1973  Oil  embargo  leads  to  lines 
at  the  gas  pump.  In  the  scramble 
to  come  up  with  cleaner,  fuel- 
efficient  cars,  Detroit  reaches  a 
new  low  in  quality.  >  >  > 

full-size  sedans  to  attract 
younger  buyers,  the  company  is 
considering  slashing  by  50%  its 
J  investment  in  its  next  genera- 
tion of  compact  cars — the  Dodge  Stra- 
tus, Chrysler  Cirrus,  and  Plymouth 
Breeze — due  by  2000,  say  consultants 
to  the  auto  maker  Chrysler  Vice-Chair- 
man Robert  A.  Lutz  confirms  the  com- 
pany is  looking  at  making  "less  of  a 
bet"  on  its  compact  car  fine,  a  key  seg- 
ment for  winning  over  import  buyers. 

Likevdse,  consultants  say  Ford  may 
kill  the  Contour  and  Mercuiy  Mystique, 
its  entries  in  that  segment,  even  as  it 
adds  such  trucks  as  the  Lincoln  Navi- 
gator Even  GM,  the  most  aggi-essively 
committed  to  cars,  recently  decided  to 
introduce  a  Cadillac  sport-utihty,  insiders 
say.  "It's  hard  not  to  give  people  what 
they  want,"  says  gm's  Wagoner 
BEETLEMANIA.  Still,  Detroit  is  notori- 
ously shortsighted.  In  the  '60s,  the  Big 
Three  ignored  the  threat  from  Japan.  In 
the  '70s,  they  were  caught  without  fuel- 
efficient  cars.  And  in  the  '90s,  they're 
pursuing  the  truck  boom  as  though  it 
mW  never  end,  cranking  out  ever-bigger 
pickups  and  suvs.  Egged  on  by  Wall 
Street,  they've  been  converting  car  fac- 
tories into  truck  factories — which  wdll 
make  it  difficult  to  retool  if  America's 
love  of  trucks  should  wane.  "This  is  his- 
tory repeating  itself,"  warns  Keller  "It's 
not  going  to  last  forever,  but  they're 
acting  as  though  it  will." 

The  industry's  obsession  with  big 
trucks  is  also  keeping  it  from  developing 
car-truck  hybrids  that  could  help  it  retain 
truck-weary  boomers.  While  foreign  car 
companies  are  launching  popular,  car- 
based  suvs  such  as 
the  Mercedes  ml.320 
and  Honda  CR-v,  De- 
troit has  yet  to  intro- 
duce such  a  hybrid. 
And  the  station  wag- 
on, which  Detroit  in- 
vented but  now  bai-e- 
ly  offers,  is  enjoying 
a  comeback  thanks  to 
styhsh  all-wheel-dri- 
ve versions  from  Sub- 
aru, Audi,  and  Volvo. 
Baby  boomers' 
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1974  Nixon's  resignation  in 
the  wake  of  Watergate  scandal 
confirms  boomers'  suspicions  of 
authority. 

1978  Lawsuits  alleging  Ford 
Pinto  gas  tanks  explode  in  rear- 
end  collisions  raise  safety  fears. 


1980  Ronald  Reagan  elected, 
beginning  the  ''Dynasty"  era  of 
conspicuous  consumption; 
boomers  pay  up  for  fancy  labels. 


frjCBI 


1979  Second  oil  shock; 
Chrysler  Chairman  Lee  lacocca 
begs  Congress  to  bail  out  failing 
carmaker. 


affinity 
for  these 
import 
brands 

can  I  i  Hi  their  early  years.  Un- 

like Uitii-  parents,  boomers  had  no 
World  War  Il-deiived  aversion  to  Japa- 
nese and  German  cars.  For  a  rebelhous 
generation,  making  the  switch  to  a  for- 
eign car  was  easy.  Volkswagen  was  the 
first  to  tap  into  the  new  Zeitgeist  with 
quirky  ads  starting  in  the  '60s  that 


Cover  Story 


played  up  the  Beetle's  small  size  and 
odd  looks.  Savinar  recalls  being  swept 
up  in  Beetlemania  in  college.  "I  loved 
those  cars  because  they  were  simple 
and  easy  to  maintain,"  he  says. 

That  was  in  stai-k  contrast  to  the  land 
yachts  offered  by  Detroit  back  then. 
Shocked  into  action  by  the  oil  embar- 
goes of  1973  and  1979,  Detroit  spent  the 


something  better,"  he  says.  Such  expe- 
riences played  right  into  boomers'  mis- 
trust of  Big  Business.  "In  the  '60s, 
boomers  gi-ew  up  believing  the  Estab- 
lishment, including  the  U.  S.  car-  industry, 
was  no  good,"  says  Ford's  Bulin.  "And  in 
the  '70s,  we  proved  them  right." 

Quality  wasn't  the  only  problem.  In 
its  rush  to  introduce  new  models,  De- 
troit broke  every  marketing  credo  in 
the  book.  The  legendary  gm  Chairman 
Alfi'ed  P.  Sloan  Jr.  tried  to  keep  cus- 
tomers for  life  by  offering  "a  car  for 
every  purse  and  purpose."  But  sudden- 
ly, showi'ooms  were  crammed  with 
lookahke  models  that  blurred  the  brand 
distinctions.  A  Chevrolet  looked  the 
same  as  a  Pontiac,  a  Ford  the  same  as  a 
Mercury,  a  Chrysler  the  same  as  a 
Dodge.  Even  mighty  Cadillac,  once 
the  industry's  gold  standard,  slapped 
its  nameplate  on  a  small  car  called  a 
Cimarron,  which  consumers  quickly 
recognized  as  a  Chevy  Cavalier  with 
leather.    Sloan's    marketing  ladder 


1982  Cadillac  launches 
Cimarron,  a  gussied-up 
Chevy  Cavalier,  in  a  failed 
bid  to  regain  share.  BMWs  j 
become  car  of  choice  for 
affluent  yuppies. 


knowing  as  they  grew  up  their  del 
would  be  changing,"  says  Richard] 
liver,  executive  vice-president  for 
at  American  Honda  Motor  Co. 

For  many  boomer's,  Detroit  neveil 
a  chance.  Michelle  Adams,  34,  al 
professor  at  Seton  Hall  Unive{ 
School  of  Law  in  Newark,  N.  J.,  beli 
U.  S.  cars  lack  status.  Instead, 
yearns  for  a  Honda  Accord  with  led 
seats.  "I  don't  want  to  be  seen  ge^ 
out  of  a  Ford;  a  Honda  is  cooler," 
Adams.  "I  v/ant  a  car  that  looks  I 
I've  made  it." 
HERD  MENTALITY,  linother  boomerl 
ority  is  looking  smart  in  front  of  pf 
The  result:  "Baby  boomers  buy 
herd,"  says  John  Wolkonowicz,  autd 
tive  consultant  at  Arthur  D.  LittI 
Co.  in  Boston.  "A  vehicle  gets  anoi| 
as  the  one  to  buy."  These  days,  Ca 
is  the  sedan  of  choice.  In  suvs,l 
Grand  Cherokee  or  Explorer.  Chr^* 
is  the  right  minivan,  and  Lexus  or  \ 
is  the  correct  luxury  car.  !i 
Once  booi|< 


U  My  Jeep 

guzzles  gas, 
and  it  drives  like 

a  truck.  I  feel 
like:  Been  there, 

done  that  f ^ 

—  JAMES  HORTY  III 

After  four  Jeeps  over  seven  years, 
he  bought  a  BMW528ia  sedan 


decade  downsizing.  New  government 
regulations  mandating  better  gas  mileage 
and  less  pollution  caught  the  Big  Thi'ee 
flat-footed  as  they  hastily  launched  such 
losers  is  the  Chevy  Vega  and  Foi'd  Pin- 
to. Bruce  Lavin,  a  42-year-old  Sacra- 
mento doctor,  vividly  recalls  when  his 
first  car,  a  1972  Ford  Mustang,  eioipted 
into  flames  at  a  stoplight.  Today,  he 
drives  a  Mitsubislii.  "I  saw  there  was 


was  being  dismantled,  rung  by  rung. 

The  Japanese,  meanwhile,  proved  to 
be  apt  students  of  what  had  made  De- 
troit gi-eat.  As  their  customers  gained  in 
affluence,  carmakers  extended  their 
reach  with  family  models  such  as  the 
1986  Honda  Accord.  In  the  late  '80s, 
they  introduced  luxuiy  brands,  moving 
into  a  niche  Cadillac  once  dominated. 
"We  moved  right  along  with  them. 


have  bonded  witil 
import  brand 
takes  a  lot  to 
lodge  them.  S 
Otto,  41,  a 
City  (Mich.)  gar| 
ing  author,  and 
husband,  Fra: 
have  owned  s^ 
Toyotas.  All 
mained  tmstwo: 
long  after 
odometer  pa; 
100,000  miles 
gotten  comfort 
with  my  Toyo 
she  says, 
inclined  to  stick 
something  tl 

proven  good." 

Tlie  Big  Thi-ee  counterattacked  i 
breakthrough  vehicles  based  on  tr 
platfoi-ms.  In  1983,  Chrysler  in  trod 
the  first  minivan,  brilliantly  timed  to 
ture  the  boomer  shift  to  pai'enthood. 
just  when  those  people-haulers  becai 
bit  boiing,  along  came  Ford  in  1990 
a  refined  SUV  called  the  Explorer  A 
boomer  niche  was  bom.  suv  sales  I 
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4ERE'S  AN  EMERGENCY  BOARD  MEETING.  THE  CFO  NEEDS  NUMBERS  BY  NOONT 


You  Need  Them 

Fast 

You  Need  Them 

Right 

You  Need 

TM 

CFO  Vision 


When  you're  under  pressure  to  make  critical 
business  decisions,  CFO  Vision  software  delivers 
the  timely  and  accurate  Information  you  need. 

CFO  Vision  Is  the  single  source  for  all  your 
key  business  Information,  both  financial  and 
non-iinanclal— readily  accessible  for  Interactive 
analysis  and  reporting.  It's  never  been  easier  to 
see  product  and  customer  profitability,  the  potential 
Impact  of  a  reorganization,  or  key  performance 
indicators— in  any  currency 

You  can  view  your  business  from  all  angles 
because  CFO  Vision  Is  the  first  financial  consoli- 
dation and  reporting  software  that  Integrates 
flexible  multidimensional  analysis  (OU\P).  All 
from  one  vendor... SAS  Institute,  the  leading 
name  In  decision  support  at  more  than  29,000 
companies  worldwide  Including  the  Fortune  1 00. 

For  a  closer  look,  give  us  a  call  or  visit  us  at 
www.sas.com/vision 


/M 


SAS  Institute  Inc. 


E-mail:  bwi 


www.sas.com/vision 


919.677.8200 


The  Business  of  Belter  Decision  Making 


In  Canada  1.800.363.8397 


SAS  is  a  registered  trademark,  and  CFO  Vision  a  trademark,  of  SAS  Institute  Inc      Copyright  1997  by  SAS  Institute  Inc. 


1983  Chrysler  introduces  the 
first  minivan,  a  kid  hauler  for 
boomers  that  looked  nothing 
like  mom's  station  wagon, 
marking  the  start  of  America's 
love  affair  with  trucks. 


1987  J.D.  Power  publishes 
first  initial  car-quality  surveys; 
finds  American  cars  have  22% 
more  defects  than  those  from 
Japan.  This  confirms  what 
boomers  have 
long 

suspected: 
That 

American 
cars  are 
simply 
inferior. 


1988  Much-ridiculed  "Not 
your  father's  Oldsmobile"  ad 
campaign  hits  the  airwaves. 


1987  Stock  market  Crash  puts 
chill  on  consumer  spending. 
Quality  is 


in;  glitz  is 
out. 


shot  up  130%  since  the  Exjilorei-'s  launch, 
to  2.14  million  units  in  1996.  Now,  flush 
fi-om  a  seven-year  economic  upswing, 
boomers  are  shelling  out  upwards  of 
.$40,000  for  ever  bigger,  more  luxiuioiis 
SUVs  such  as  the  Ford  Expedition  and 
Lincoln  Navigator. 

Sound  too  good  to  last?  You  bet.  Even 
before  the  recent  stock  mai'ket  jitters, 
the  truck  boom  was  starting  to  stall. 
Minivan  sales  have  flattened.  Sales  of 


Cover  Story 


big  pickups  have  dropped  5%  fi'om  last 
year.  Even  sales  of  Jeep  Grand  Chero- 
kees  and  Ford  Explorers  have  sagged 
6%  this  year.  And  a  glut  of  competition 
is  forcing  manufactiu'ers  to  slap  rebates 
and  lease  deals  on  former  hot  sellers. 

Worse,  import  carmakers  are  storm- 
ing Detroit's  last  bastion.  But  instead  of 
hulking  trucks,  Mercedes,  Toyota,  and 
Honda  are  cleaning 
up  with  smooth-rid- 
ing car-based  suvs. 
And  Toyota  just 
launched  its  Sienna 
minivan,  based  on 
its  best-selling  Cam- 
ry  sedan.  Next  fall, 
Honda  will  intro- 
duce a  minivan  built 
on  the  same  frame 
as  its  popular  Ac- 
cord. Warns  Honda's 
Colliver:  "We  think 
we  can  do  in  mini- 
vans  what  we  did  in 
the  passenger-car 
segment." 

NEW    STAGE.  The 

Big  Three,  however, 
remain  supremely 

conlident  that  they  will  continue  to  dom- 
inate the  tnack  market.  U.  S.  car  execu- 
tives note  that  Japan  stumbled  in  its 
earlio''-  attempts  to  crack  the  truck  mar- 
ket W';;  }i  ;aiscues  such  as  the  ovei-priced, 
undersi/>t'(i  Honda  Odyssey  minivan  and 
the  underijowered  Toyota  TlOO  pickup. 
But  such  .  elf-assurance  "is  the  tradi- 
tional mistake  of  Detroit,"  says  consul- 
tant Jacobs. 


Motowm  may  also  be  foohng 
itself  about  the  staying  power 
of  the  truck  craze,  which  has 
more  to  do  with  image  than 
practicality.  Already,  some 
boomers  are  switching  to  all- 
wheel-chive  European  wagons. 
"There's  no  reason  to  have  a  sport-utili- 
ty vehicle  as  a  family  car,  other  than  to 
make  a  fashion  statement,"  says  John 
Pohland,  32,  a  Minneapolis  portfolio  man- 
ager who  traded  his  Jeep  Grand  Chero- 
kee for  an  Audi  A6  Quattro  wagon. 

Even  more  ominous,  though,  are  the 
demographic  forces  that  could  soon 
work  against  tracks.  Peoi)le-haulers  such 
as  minivans  are  "life-stage"  vehicles, 
useful  during  child-rearing  years  but 
quickly  shed  when  no  longer  needed. 
When  that  happens,  boomers  probably 
won't  return  to  the  same  showrooms 
where  they  bought  their  trucks.  New 
consumer  data  fi-om  J.  D.  Power  &  As- 
sociates Inc.  show  that  just  19%  of  those 


THE  Nevv  Genera™ 
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ii  I  don't  want 

to  be  seen 
getting  out  of 

a  Ford... 
I  want  a  car 
that  looks  like 
I've  made  it  J  J 

—  MICHELLE  ADAMS 
She  says  U.  S.  cars  lack  status 


switching  from  a  truck  tu  a  CcU-  >iuy 
with  the  same  brand. 

Even  as  its  truck  successes  have 
mounted,  Detroit  has  been  waging  a 
losing  i-earguard  battle  in  cars.  Chiysler 
made  cutting-edge  design  its  chief 
weapon  in  the  fight  to  win  younger  buy- 
ers. But  Consumer  Reports-iotmg 
boomers  have  showm  little  willingness  to 
put  looks  ahead  of  quality.  Chrysler's 


Stratus  compact,  launched 
1994  and  aimed  squarely  i 
boomers,  has  nearly  twice  i 
many  defects  as  the  rival  Hoi 
da  Accord,  according  to  J.I 
Power  Even  vnth  a  $1,000  n 
bate.  Stratus  has  barely  ca] 
tiu-ed  1%  of  the  market.  Now,  Chrysk 
is  hoping  its  restyled  Concorde  and  Ii 
trepid  sedans  will  attract  a  young( 
crowd.  But  many  analysts  fear  the  cai 
are  too  aggressively  styled  for  the  coi 
servative  family-sedan  market.  "Caj 
puccino  styhng  for  a  washing-machir 
market,"  as  J.  D.  Power  analyst  Lincol 
Merrihew  puts  it. 

FORD'S  FOLLY.  Ford  has  flopped  in  i1 
last  two  bids  to  lure  boomers  to  its  car 
It  spent  $6  billion  developing  an  intemi 
tionally  styled  "world  car,"  launched  hei 
as  the  Ford  Contour  and  Mercury  Myi 
tique  in  1994.  With  their  cramped  intei 
ors,  those  compacts  never  caught  on. 
Ford's  biggest  blunder  came  with  tli 
pride  of  its  fleet:  tl 
|B  <  Taurus.  The  origini 
^m'  j  Taurus  introduce 
37  j  in  1986  had  been  i 
jS  I  automotive  breai 
through  that  pi 
neered  aerodynam: 
styling  and  helps 
Ford  lure  old* 
boomers.  At  a  ti: 
when  Detroit's  ci 
fortunes  were  d^ 
dining,  the  Taun 
overtook  the  Hond 
Accord  in  1992  i 
become  the  bes' 
seUing  car  in  Amei 
ica.  "When  we  too 
over  the  No.  1  ca 
in  America,  ths 
was  a  huge  benef 
to  Ford,  (;m,  and  Chrysler,"  recalls  Roe 
Roberts,  vice-president  of  the  Ford  Di' 
"People  thought:  'Maybe  those  bozo 
can  build  a  car  right.'"  But  then  For 
spent  $2.8  bilhon  to  redesign  the  Tauru 
in  199.5.  The  carmaker  crammed  ne^ 
features  into  a  radically  restyled  Tav 
rus — and  raised  the  price  by  $1,00( 
Sales  slumped,  and  Ford  has  sine 
slashed  prices.  Worse,  the  average  ai 
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Introducing  HP's  new  Kayak  PC  Workstations. 
They  have  enough  processing  power  to  redesign  anything. 
Including  the  workstation  industry. 

It  isn't  merely  fast.  It  has  twice  the  graphics  performance  of  Sun's'"  Ultra'"  2 
UNIX'-'  Workstation.  (At  nearly  half  the  price.)  And  twice  the  graphics 
performance  of  any  Intel-based  machine.  In  fact,  Kayak  is  a  whole  family 
of  PC  Workstations,  starting  at  under  $3000.*  They  have  features  you 


won't  find  on  much  more  expensive 


machines.  Like  AGP  graphics  and  ^^^^gJsST"^^ 

kiiiiak  Xlj  Kayak  XA 

FastRAID  SCSI  accelerators.'  Imagine  rendering  3.4  million  25-pixel  triangles 


per  second.  Imagine  getting  home  on  time  for  a  change.  But  we're  not  just  a 


leader  in  speed;  we're  the  leader  in  Windows'  NT  PC  Workstations.  And  don't 


forget  our  NT/UNIX  interoperability  backed  by  our  strong  UNIX  heritage. 


All  told,  it's  little  wonder  the  workstation  industry  will  never  be  the  same 


again.  For  a  quick  Kayak  preview,  visit  ww w.  hpresource.  corn/kayak 


"/fll  HEWLETT^ 
/!M  PACKARD 


lufer  s  suggested  reiail  price.  tOn  select  models  only  HP  FastRAID  is  based  on  Adaptec  RAIDport  technology  Intel  Pentiunn  !l-based  PC  WorKianon  bun  dnd  Ultra  are  trademarks  of  Sun  Microsystems, 
e  U.S.  and  other  countries.  UNIX  is  a  registered  trademark  in  the  U  S.  and  other  countries,  licensed  exclusively  through  X/Open  Co.  Ltd.  The  Intel  Inside  logo  and  Pentium  are  registered  Trademarks  and 
MMX  is  a  trademark  of  Intel  Corp.  Windows  NT  is  a  U,S  registered  trademark  of  Microsoft  Corp.  ©1997  Hewlett-Packard  Company  PPG475 
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Charles  S<Mab 


Investing 


doesnt  have  to  be 

COMPLICATED. 

And  it  shouldnt 


BE  MADE  TO  SEEM 
THAT  WAY." 


s  Schwab  on  the  value  of  the  tried  and  true 


people  have  been  led  to  believe 
ng  is  complicated.  But  in  tact, 
impler  than  you  might  thmk, 
;  Schwab  was  founded  25 
to  provide  the  kuid  of  help 
It  mdividual  mvestors  need 
itelligent  investment  deci- 


you  can  choose  trom  over  750 
funds  from  many  well-known 
fund  families. 

As  a  value-conscious  investor, 
you'll  be  reassured  to  know  that 
every  fund  is  free  of  loads  and 
commissions.  What's  more,  we 


TUAL  puNo  ^  ^  -jb  receive  ajree  copy  oj  oiu  Mutual  Fund  Select  List,*^ 
-  / 1'      I  -  I  ~l  P j  H       visit  one  oJ  our  260  branches  nationwide  or  call: 

Histornalhf  High-Perfmnmg 
No-load  hnds 


1-800-5-NO-LOAD 


ithout  having  to  pay  com- 
o  brokers  to  make  decisions 
So  it's  no  wonder  that  today, 
f  people  invest  in  mutual 
)Ugh  Schwab. 

les  Schwab  gives  you  the 
IS  you  need  to  move  ahead. 

iwab  customer,  you'll  come 
simple  investing 
like  long-term 
mt  and  portfolio 
ion. 

h  our  Mutual 
Source®  service. 


OneSource 


FROM  SCHWAB 


Look  joi  this  symbol  wlicn 
evaluating  mutual  funds 


give  you  access  to  dozens  of  tools 
that  can  help  you  simplify  the 
investment  process.  For  example, 
through  OneSource  Online  on  our 
Worldwide  Web  site,  you'll  be  able  to 
identify  top-performing  funds  that 
meet  your  specific  investment  catena. 
As  a  Mutual  Fund  OneSource 
customer,  you  can  put 
together  a  mutual  fund 

portfolio  with  authonty 
)  and  confidence. 

And  don't  let  anyone 
tcU  you  differently. 


Historically 
High-Performing  Funds 
Available  Through 
Schwab 


Cham  represent  gmwth  of  a  hypothetical 

$10,000  mveument  over  a 
multiyear  period  fruimj  9/30/97.  Assumts 
reinveitment  of  capital  gains  and  income. 


Neuberger  & 
berman  Genesis 


Value  of  investment;  $29,208 
Average  annt^d  retiims  (as  of  9/30197) : 
I  year +  5238%    5  year +  23.91% 
Smce  inception  (9/27188)  +  17.59% 


Strong  Schafer  Value 


Value  of  investment:  $28,154 
Average  annual  rei«m.s  (as  of  9/30/97) ; 
1  year  +  47.46%    5  year  +  23 .00% 
10>eaT+  15,93% 


ScuDDER  Growth  &  Income 


Value  of  investment;  $25,974 
Average  annual  returns  (as  of  9/30/97) : 
1  year  +  40.43%    5  year  +  21 .03% 
IO>eaT+  14  74% 


Founders  Growth 


Value  of  investment;  $30,460 
Average  annual  returrw  fas  of  9/30/97) ; 
1  -yeoi-  +  3 1 ,46%    5  >ear  +  24.95% 
10  :«ear+ 15,81% 


chwah.com 


CharlesSchwab 


taming  more  complete  information  including  management  fees,  charges  and  expenses  are  available  from  Schwab.  Please  read  the  prospectuses  carefiilly  before  investing, 

IS  no  indication  of  future  results.  The  principal  value  and  investment  returns  will  lluctu.ite  with  changes  in  market  conditions  so  that  an  investor's  shares  when  redeemed 
re  or  less  than  their  original  cost.  International  investing  involves  additional  risks  including  currency  fluctuations,  unforeseen  political  and  economic  events,  and  legal  and 
res.  Cettain  funds  may  have  waived  a  portion  of  their  advisor  fee  during  a  specified  period.  Without  the  fee  waivers,  the  return  for  these  funds  would  have  been  lower, 
chwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (11/97) 


1989  Toyota's  Lexus  and 
Nissan's  Infiniti  join  Honda's 
Acura  in  storming  the  U.S. 
luxury-car  marl(et.  All  three 
quickly  shoot  to  top  of  quality 
rankings. 


of  Taurus  buyers  remains 
stuck  at  53,  and  the  Camry 
will  be  the  top-selling  car  in 
America  this  year. 

Now,  Ford  is  taking  on  an 
even  gi'eater  challenge:  trying  to  ignite  a 
youth  movement  at  its  aged  Lincoln 
brand.  While  the  new  Lincoln  Navigator 
sport-ute  is  proving  a  hit  with  boomers, 
Lincoln's  car  buyers  are  still  sohdly  in 
the  Geritol  set.  Lincoln  hopes  softer 


1990  GM  launches  Saturn,  its 
boldest  and  still  most 
successful  attempt  to  beat  back 
the  Japanese.  Ford  mtroduces 
Explorer,  igniting  the  sport- 
utility  craze. 


1992  First  boomer  President 
elected.  Ford  Taurus,  originally 
introduced  in  1986,  becomes 
best-selling  car  in  America, 
surpassing  the  Honda  Accord 
in  popularity. 


Cover  Story 


styling  this  year  will  lower-  the  average 
age  of  the  Tovm  Car*  buyer — all  the  way 
from  67  to  63.  Lincoln  is  aiming  for 
boomers  with  the  smaller  LS  sedans  com- 
ing in  1999,  priced  ai-ound  ,$30,000. 

CM  is  betting  on  its  new  brand-man- 
agement strategy  to  win  over  boomer's  to 
Buick,  Olds,  and  Cadillac.  In  the  i"i;ist 
year-,  it  has  intro- 
duced almost  a 
dozen  new  car-s,  half 
of  them  midsize 
sedans,  gm  figures  it 
can  please  mor"e  cus- 
tomer's with  six  dif- 
fer-ent  cars  than 
Honda  can  with  its 
one-size-fits-all  Ac- 
cord. Critics  gr'ipe 
that  it's  just  a  way 
to  justify  seven 
car  divisions.  The 
newest  of  the  bunch, 
Olds's  stylish  In- 
trigue, is  hailed  by 
analysts  as  gm's  best 
midsize  and  could  do 
nicely  if  the  division's 
stodgy  image  dot's 
not  hamper-  sales. 

That's  a  big  if.  With  many  of  its 
brands  favored  mainly  i,y  older  buyers, 
image  is  a  problem  at  cm.  Take  the  Cat- 
ei-a,  the  first  ser-ious  play  for  boomer 
business  from  Cadillac,  wher-e  the  aver- 
age customer  is  63.  cm  says  sales  are  on 
target,  but  even  a  youthfial  ad  campaign 
hasn't  attracted  boomers.  The  median 
age  of  Catera  buyers  is  56,  and  near-ly 
two-thirds  of  them  have  been  coming 
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widely  accepted 


out  of  other  gm 
models.  "If  BMW  or 
Mercedes  brought 
that  car  out,  Catei-a 
would  be  more 
now,"   says    R.  E. 


Cochr-an,  a  Monroeville  (Pa.)  Cadillac 
dealer-.  It  hasn't  helped  that  Catera 
r-anked  near  the  bottom  of  J.  D.  Power's' 
1997  quahty  study.  Cadillac  has  had  to 
offer  $1,000  r-ebates  to  boost  sales.  Now, 
Cadillac  hopes  its  revamped  flagship 
Seville,  arTiving  in  December  and  laden 
with  the  latest  technology,  will  shave 
six  year's  off  the  median  customer  age  of 
56  for  the  current  Seville. 

In  its  zeal  to  save  older  brands,  gm 
has  ignored  what  may  be  its  best  op- 
portunity for  winning  younger  buyers. 
When  its  Satiu-n  division  premier'ed  in 
1990,  it  captm-ed  boomers  with  its  up- 
star-t,  anti-Detroit  image.  But  after  seven 
^'pars,  Satui-n  still  offer-s  only  a  modestly 


r-estyled  ver'sion  of  its  or-iginal  subcom- 
pact,  leaving  nothing  for-  ear'ly  buyer's  to 
trade  up  to.  "If  (JM  took  all  the  money  it 
put  into  Oldsmobile  and  spent  it  on  Sat- 
ur-n,  they  could  have  cr'eated  a  Satur-n 
minivan  and  sporl-utihty  that  would  have 
sold  like  crazy,"  says  Wolkonowicz.  "And 
Saturn  would  pr-obably  be  the  No.  1 
American  automotive  division  today."  (;m 
doesn't  deny  the  gaffe.  "There  are  a  lot 


himw  Mi?  mm} 

1996  First  boomers  turn  50. 

1997  Mercedes  launches 
M-class  SUV. 


of  calls  we  didn't  make  right.  You  cai 
just  add  [Satur'n]  to  the  Ust,"  says  gMi 
Wagoner-.  Satur-n  will  get  a  compact  c^: 
in  two  years,  but  a  sport-utUity  or  mini 
van  ar-e  distant  prospects,  at  best. 
BLANK  SLATE.  Foreign  carmakers  hare 
ly  have  a  perfect  record  with  boomer:; 
either.  Mercedes  stumbled  badly  in  th 
late  '80s  when  its  overengineered  an 
over-pr-iced  flagship  S-class  sedans  mad 
Benzes  seem  stodgy,  though  it  reco\ 
ered  with  new,  lower-priced  C-clas 
sedans  in  1993.  The  Acur'a  and  Infini 
luxury  lines  have  never  approache 
Lexus'  success,  and  even  Lexus'  or-igirii 
ES2.50  and  Gssoo  sedans  flopped. 

The  Big  Three  are  hoping  to  do  bei 
ter  viith  Generation  X.  Although  thi, 
group  is  even  more  inclined  thaj 
boomer-s  to  buy  imports — 59%  of  its  cai, 
purchases  are  foreign  makes — its  attj 
tude  toward  Detroit  is  more  one  of  ajl' 
athy  than  antipathy.  Gen  Xers  grew  ui 


a  I've  gotten 
comfortable 
with  my  Toyotas. 
I'm  inclined  to 

stick  with 
something  that's 
proven  good  J  J 

—  STELLA  OTTO 
She  and  her family  have 
owned  seven  Toyotas  , 

in  their  parents'  impor'ts,  and  man; 
have  no  fh-sthand  exper-ience  with  U.  S 
brands.  Detroit  sees  this  as  an  opportu 
nity.  "In  Generation  X,  we're  finding 
more  open  attitude  to  our  name  am 
our  products,"  says  John  F.  Smith,  gen 
eral  manager  of  Cadillac  Motor  Car  Dii 
To  snare  these  buyer-s,  Detroit  mus 
come  up  with  better  quahty  and  styling 
Instead,  Detroit  lost  Russell  P.  MarsellJ 


I 


J-  simple  enough. 


W  A  L  K  E  R 

Smart  Fmamiali  Fueling  Business  Advantage 


'ss  you're  a  big,  powerful  computer. 


If  there's  one  thing  that's  easy  to  understand  about  Year  2000  problems,  it's  this:  everything  is 
comphcated.  And  with  the  myriad  mission-critical  issues  involved,  it  just  seems  to  get  more-  overwhelming 
by  the  day.  Plus,  time  is  quickly  mnning  out. 
^  All  the  more  reason  to  choose  a  truly  seasoned  partner.  Someone  with  the  proven  ability  to  not  only 

diagnose,  but  correct,  implement  and  verily  Year  2000  solutions.  Like  Walker. 

For  over  25  years,  we've  been  designing  and  installing  large-scale  business  software  for  a  wide  range 
of  worldwide  organizations.  In  the  process,  we've  acquired  extensive  experience  in  virtually  every  aspect  of 
Year  2000  compliance.  Experience  we  can  put  to  work  for  you.  Quickly.  Efficiently.  With  minimal  disruption 
to  your  existing  infrastructure.  And  for  significantly  less  than  the  big  consulting  firms. 

All  of  which  makes  it  abundantly  clear  that  when  it  comes  to  the  Year  2000,  using  anyone  else  just 
doesn't  add  up. 

For  more  information,  please  call  1-800-PICK-WALKER  in  the  U.S.,  1-415-495-881 1  outside  the 
U.S.,  or  visit  www.walker.com. 


©1997  Walker  Interaaive  Systems,  Inc  All  nj-hts  reserved. 


1.  Taiwan  Semiconductor  Manufacturing  Company,  Ltd.  (TSMC),  the  world's 
largest  integrated  circuit  foundry,  needed  funds  to  begin  an  aggressive 
capacity  expansion  program. 

2.  The  solution:  to  reduce  the  cost  of  debt,  Bank  of  America  credit-enhanc^ 
a  $350  million,  5-year  zero-coupon  euro-convertible  bond  issued  by  TSIV 

D^+i,  D^«A  '^nri  Dnhar¥ef\n  ctonhonc  X.  nniTinnnv  took  I  indf^rwrlttn^  Dositic 


S  in  the  bond,  and  through  their  global  networks  of  relationships  provided 
access  to  international  investors.  .  ; 

4.  The  response  was  overwhelming:  60%  oversubscription  on  the  credit 
enhancement;  and  oversubscription,  at  a  20%  conversion  premium,  on  tf 
bond  as  well.  A  t,  - 

5.  The  transaction  became  the  first  syndication  of  a  credit-enhanced  euro- 
convertible  bond  ever  completed  in  Taiwan,  and  TSMC's  expansion 
program  was  successfully  launched. 


Bank  of  AmeriQi 

www.bankamerica.com 

i 


latodw  of  a  deal : 


case  study  #14  /  Taiwan  Semiconductor 

Manufacturing  Company,  Ltd 


31.  who  recently  bought  an  Isuzu  Rodeo 
after  becoming  disgusted  with  quality 
problems  and  poor  service  on  his  1993 
Chevy  Blazer.  "A  lack  of  comparable 
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quality,  an  um\illingness  to  stand  be- 
hind their  products,  and  arrogant  atti- 
tudes from  the  Big  Three  drove  me 
away,"  he  says. 

Right  behind  the  Gen  Xers  are  the 


"echo  boomers."  now  just  a  few  yeai-s 
away  from  theii-  fii-st  cai-s.  They  rival 
theu"  pai-ents  in  number,  yet  few  mai-- 
ketei-s  have  begun  to  prepare  for  them. 
"The  aiTival  of  the  baby  boomei-s  com- 
pletely changed  the  structm-e  of  the 
auto  industiy — the  competitoi-s  changed, 
mai'ket  shai-e  changed,"  says  Wblkonow- 
icz.  "We  have  another  generation  like 
that  coming  along." 

If  Detroit  is  to  steer  this  generation 
into  its  cars,  the  industry  must  begin 
focusing  on  it  now.  That  could  mean 


nurtm-ing  new  brands  such  as  Sat 
and  giving  up  on  d\ing  brands  th 
di-ag  do\Mi  Detroit's  image.  Most  of 
it  must  make  a  renewed  commit  me 
to  cars.  "Some  brave  ceo  in  Detro 
has  to  stand  up  and  say,  '"We  need 
strategy'  to  save  ourselves  in  the  ca  - 
business.' "  says  Cedergren.  If  th£ 
doesn't  happen.  Detroit  risks  watchin 
its  car  business  follow  its  elderly  bu> 
ers  into  the  sunset. 

By  Kathleen   Kericin   and  Keit 
Xaughton  in  Detroit 


COMMENTARY 


Bv  Bill  Vlaslc 


TOO  MANY  MODELS.  TOO  LIHIE  FOCUS 


It  was  Detroit's  vei-sion  of  a  mercy 
killing.  On  Sept.  29,  Chrj'sler  Coi-p. 
pulled  the  plug  on  its  decade-old 
Eagle  cai'  brand.  With  a  U.  S.  market 
share  of  just  0.2%.  Eagle  won't  be 
missed.  "Getting  rid  of  it  won't 
amount  to  a  hiU  of  beans  to  me,"  says 
Ralph  Martinez,  a  Chrj-sler  dealer  in 
Milwaukee,  Ore.  "I  have  one  Eagle 
Talon  on  the  lot — and  it's  been  sitting 
there  for  six  months." 

In  a  mai'ket  glutted 
with  himdreds  of  differ- 
ent models,  some  ears 
have  plain  worn  out 
theii'  welcome.  Is  the 
market  really  big 
enough  for  both  the 
Pontiac  Fu-ebird  and  the 
Che\Tolet  Camai'o — two 
'60s-era  muscle  cars 
from  Genei-al  Motors 
Corp.  with  \irtually 
identical  sheet  metal?  Chiysler  offers 
three  versions  of  the  same  slow-sell- 
ing compact  cai;  including  two — the 
Breeze  and  Cirrus — in  the  same 
Chrj-sler-PhTTiouth  showTooms.  And 
while  Ford  Motor  Co.'s  Ford  Contom- 
has  been  a  bit  of  a  dud,  its  upscale 
twin,  the  ilercurj-  Mystique,  is  an 
even  bigger  disappointment.  Despite 
a  $1,000  cash  rebate.  Mystique  sales 
timibled  24<^  in  the  1997  model  year. 
DEADWOOD.  Sure,  cloning  multiple 
versions  of  the  same  car  keeps  deal- 
el's  happy  and  generates  some  incre- 
mental sales.  But  there  is  a  cost.  "It 
takes  more  advertising  money,  more 
marketing  money,  more  distribution 
costs,"  says  Joseph  Phillippi  of 
Lehman  Brothers  Inc.  "Those  re- 
sources could  go  into  other  product 
Lines."  So  why  does  it  take  so  long  to 
diim.p  losers?  Partly,  dealer  agree- 
ments make  it  tough.  But  there  is  "an 
emotional  factor"  to  dropping  a  brand, 


concedes  Maitin  Lexine,  general  man- 
ager of  the  Chiysler/PhTnouth'Jeep/ 
Eagle  Div.  In  the  case  of  Eagle,  he 
says,  "the  mai'ket  made  the  decision." 

WTiat  else  is  the  mai'ket  telling  De- 
troit? For  one.  cut  the  coi'd  on  old 
nameplates  that  have  lost  theh'  ap- 
peal, as  Chi-j'sler  did  when  it  dimiped 
its  K-cai's  a  few  years  ago.  Foi'd  is 
tiimming  some  deadwood,  such  as  the 


PLYMOUTH 

Sells  mostly 
Sfe«,af  cheaper 

versions  of 
Dodge  models.  Needs 
something  to  call  its 
own. 


OLDSMOBILE  New 

products  haven't 
shaken  image  of 
stodgy  cars  for  older 
buyers.  New  product 
'  ',.;^-'s,  success 
crucial. 


MERCURY  Fuzzy  image,  old 
customers.  Betting  on  new  ads  to 
click  with  younger  buyers. 


Aspire  and  the  Probe,  and  putting 
othei's.  notably  the  Thunderbii'd,  on 
hiatus.  GM — which,  with  more  than  30 
nameplates,  is  the  leader  in  mai'ginal 
cai's — finds  it  hard  to  give  up  on  any- 
thing, though  the  Buick  Skylai'k  and 
Roadmaster  and  Che\Tolet  Caprice 
have  finally  gotten  the  boot. 

The  carmakei's  also  need  to  get  a 
giip  on  their  marginal  brands.  For 
Chrv'sler.  it's  Plxinouth.  Le\ine  says 
Ph-mouth  targets  enti-j'-level  buyei's 
seeking  value  and  style.  That's  fine. 
But  PljTnouth  doesn't  have  a  single 
unique  product  of  its  owm,  unless  you 
count  the  tiny- volume,  image-building 
Pi'owier  roadster.  The  Plj-mouth 
Neon,  for  example,  is  just  a  less 
sporty  version  of  the  Dodge  Neon. 
Sening  up  different  price  points  is 
good  strategy-,  but  PhTiiouth  needs  a 
more  distinct  identity. 

Ford  has  its  own  straggle  with  the 
Mercury  brand.  "A  fundamental  issue 


for  Mercui"}"  since  it  was  created  in 
1939  is.  what  is  Merciu-}-?"  says  Jim 
Rogei's,  general-mai'keting  manager 
of  Ford's  Lincoln-Merciu-j'  Div.  Mer- 
cury  is  supposed  to  fill  a  price  gap  be- 
tween Ford  and  Lincoln.  But  is  that 
compelling  to  younger  buyei's?  Most 
Merciu'j-  customers  ai'e  in  theii'  50s  or 
60s.  Ford  is  attacking  the  problem 
with  a  blitz  of  humorous  and  UTever- 
ent  ads.  but  the  money 
might  be  better  spent 
propping  up  stiuggling 
cai's  at  the  more  impor- 
tant Ford  dixision. 

Then  there's  gm's 
Oldsmobile.  In  the  mid- 
'80s.  it  sold  a  million 
cai's  a  year  In  1997,  it 
will  manage  maybe  a 
third  of  that.  Olds  Gen- 
eral Manager  Darwin 
Clark  calls  this  a  "time 
of  transition"  and  says  the  cai'maker 
is  committed  to  the  brand.  But  Olds 
has  not  been  able  to  jump-stait  sales, 
despite  some  rave  rexiews  for  models 
such  as  the  new  midsize  Intrigue 
sedan  and  the  sleek  Aurora  luxurj' 
sedan  launched  in  1994.  Olds  is  a  ven- 
erable brand  and  caiiies  the  baggage 
that  comes  with  age.  In  the  end,  gm's 
best  bet  may  be  simply  picking  a  few- 
top  products  and  merging  the  di\ision 
with  the  bigger  Buick  brand  or  the 
better-defined  Cadillac. 

Shedding  cai's  and  brands  is  one  of 
Motown's  toughest  tasks.  There  are 
jobs,  investments,  and  dealers  at 
stake.  It's  no  easier  for  foreign  car- 
makers, which  have  theii'  own  lag- 
gards. But  in  a  bnitaUy  competitive 
mai'ket,  focus  is  everything.  In  this 
game,  more  isn't  necessaiily  better. 

Vlasic  covers  the 
car  industry  in  Detroit. 
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Mb  Hotels 

BY  DoubleTree' 


t  miss  e-mail  from  a  client. 

t  call  around  for  office  supplies. 

t  search  aimlessly  for  food. 

t  settle  for  less. 


JOIN  THE   CLUB.    JOIN  THE  REVOLUTION 


from 


49 


er  mgl 


Only  Club  Hotels  by  Doubletree  have  the  Club  Room.  Equal  parts  den, 
office  and  cafe,  it's  like  nothing  you've  ever  seen.  It's  more  than  4,000 
square  feet.  With  a  CopyMax  self-senice  business  center  by  OfficeMax 
where  you  can  copy,  fax  and  print.  An  .Au  Bon  Pain  bakery  cafe  sen'ing 
good  food  fast  from  early  morning  until  late  night.  Private  meeting 
rooms,  personal  office  space  and  furnishings  by  Steelcase  designed  to 
help  you  get  work  done.  It's  always  open.  It  puts  you  in  control. 

Rate  based  on  availabilin: 


LceMax 


nil  Inmi  imiii 


Steelcase 

A  smarter  v.a>'  fc  wore 


-  8  8  8  - 


-CLUB 


www. cl ubhotel s . com 


ners  in  our  business  travel  rex'olution. 


NOW  OPEN 

CONNECTICUT  norwalk  S79  FLORIDA  Jacksonville  S89  •  miami  airport  S69  GEORGIA  Atlanta  airport  south  $79 

ILLINOIS  CHICAGO  O'HARE  S99    KENTUCKY  LOUISVILLE  downtown  $69  •  LOUISVILLE  EAST  $89    MARYLAND  WASHINGTON  D.C.  LARGO  $49 
CAROLINA  RALEIGH  NORTH  $79    PENNSYLVANIA  PHILADELPHIA  NORTHEAST  $94    TEXAS  AUSTIN  UNIVERSITY  AREA  $89  •  SAN  ANTONIO  AIRPORT  $59 


Finance 


MARKETS 


MINING  PROFITS 
FROM  MICRODATA 

New  software  exploits  second-by-second  market  trends 


People  scoffed  in  1985  when 
Richard  B.  Olsen  assembled  a 
team  of  physicists  and  statisticians 
to  study  second-by-second  price 
data  from  financial  markets.  In  the  cm*- 
rency  market  at  the  time,  |)rice  cjuota- 
tions  weren't  even  being  routinely 
stored.  Stock  markets  at  least  recorded 
every  trade,  or  "tick."  But  practically 
the  only  use  for  used  ticker  tapes  was 
as  confetti  for  parades.  Conventional 
wisdom  said  that  trading  data  at  the 
tick-by-tick  level  was  meaningless  noise. 
"We  were  just  laughed  at,"  remembers 
Olsen,  chairman  of  a  Zuiich-based  mar- 
ket forecasting  fii-m  called  Olsen  &  As- 
sociates Ltd. 

Today,  economic  or- 
thodoxy has  swung 
around  to  Olsen's  point 
of  view:  Academics  as 
well  as  traders  recog- 
nize that  potentially  lu- 
crative information  is 
embedded  in  the  seem- 
ingly chaotic  movement 
of  pi'ices  from  moment 
to  moment.  Statistical 
analysis  of  tick  data 
may  reveal  price  trends 
that  are  predictable  for 
short  stretches  of  time. 
Fast-moving  traders  with  low  commis- 
sions can  cash  in  on  those  mini-moves. 
"Market  microstnicture  is  now  one  of 
the  most  active  research  areas  in  eco- 
nomics and  finance,"  says  a  new  book. 
The  Econometrics  of  Financial  Mar- 
kets, by  John  Y.  Campbell  of  Harvard 
University,  Andrew  W.  Lo  of  Massa- 
chusetts Institute  of  Technology,  and  A. 
Craig  MacKinlay  of  the  University  of 
Pennsylvania's  Wharton  School. 
NUMBER  CRUNCHERS.  The  revolution  has 
hvi'W  made  possible  by  wider  availabili- 
ty (-f  tick  data  from  various  markets, 
a^■  vvoll  ;js  powerful  computers  for 
crunching  t*n>st-  numbers.  New  data- 
base piogr.i<n.^  and  .statistical  analysis 
software  huvf  iieiped  us  well.  Says  Gre- 
gory Kipnis,  CI."  lI  invictus  Partners 
LLC,  a  New  York-i' ,  ■•(!  investment  man- 


44Finance  is  in  a 
most  dramatic 
transition... 
[like]  physics  in 
thel920sTf 

—  RICHARD  OLSEN, 
Olsen  &  Associates 


ager  specializing  in  this  kind  of  trad- 
ing: "There  isn't  a  single  fii'm  of  note 
that  isn't  building  tick  databases  and 
modeling  the  data." 

Olsen  has  perhaps  the  gi-andest  vi- 
sion. He  says  the  study  of  high-fre- 
quency market  data  demolishes  the  idea 
that  current  prices  quickly  reflect  all 
new  information.  In  fact,  he  says,  in- 
formation is  digested  in  different  ways 
by  different  types  of  market  players — 
ones  with  a  short  time  horizon  vs.  ones 
with  a  long  horizon,  for  instance.  Prices 
are  determined  by  the  way  these  het- 
erogeneous players  react  to  an  outside 
event,  and  then  react  to  each  other's 
reactions,  and  so  on. 
Anyone  who  can  fore- 
cast those  ripples  can 
make  money,  he  says. 
"In  my  view,  the  theo- 
ry of  finance  is  in  a 
most  dramatic  transi- 
tion, comparable  to 
what  happened  in 
physics  in  the  1920s." 

Olsen's  foreign-ex- 
change forecasting 
model  is  like  a  Swiss 
watch  with  hundreds 
of  gears  and  springs — 
formulas  representing 
such  factors  as  the  varying  rhythms  of 
trading  in  Tokyo,  London,  and  New 
York  and  the  behaviors  of  different 
players  from  day  traders  to  corporate 
treasurers  to  central  bankers.  Olsen 
claims  that  his  currency-trading  model 
can  reliably  earn  4%  to  8%  above  the 
risk-free  interest  rate.  However,  a  fund 
set  up  to  prove  that  claim  was  shut 
down  because  "we  didn't  want  to  com- 
pete with  our  customers,"  Olsen  says. 
Germany's  Munich-based  Hypo-Bank 
says  it  has  earned  an  8.9%  annual  re- 
turn using  the  Olsen  model  since  Au- 
gust 1996.  A  joint  venture  between 
Olsen  and  the  Nethei-lands'  Rabobank 
Nederland,  which  manages  $400  mil- 
lion, has  been  operating  for  half  a  year, 
but  the  principals  won't  disclose  their 
results. 


Unlike  the  academically  incline 
Olsen,  most  high-frequency  trade 
couldn't  care  less  about  theory.  Th( 
simply  use  statistical  software  to  s: 
through  tick-by-tick  data  looking  f 


^  Hi- 


coiTelations  between  prices  of  differe  M  ^ 
assets.  When  the  assets  move  f  fiWt^? 
enough  out  of  their  normal  alignmei  jsi^^' 
it's  a  signal  to  sell  the  high-priced  oi 
and  buy  the  cheap  one.  Kipnis,  of  I 
victus,  says  he  used  to  trade  on  tl 
spread  between  the  stocks  of  J.  P.  Mc 
gan  and  Bankers  Trust  New  York  Coi  fct'swii 
when  he  ran  the  analytic  and  prop] 
etaiy  trading  division  of  Morgan  Stanli 
&  Co.  in  the  mid-1980s.  Today,  softwa 
from  companies  such  as  Leading  Mark  ;Oloekoi 
Technologies  Inc.  of  Cambridge,  Mas  iJexi 


.  iarii 

,  rjt  a 


.r.anii 


Studying  every  trade,  or  "tic\ 
can  reveal  lucrative  trading 
portunities  for  agile  traders 
low  transaction  costs— for  iii 
stance,  misalignments  betwe^ 
stocks  that  usually  move  in  J 
cert.  Here's  an  example  of  hc^ 
trader  in  options  on  the  Star 
dard  &  Poor's  100  index  coul 
cash  in  with  the  help  of  mar\ 
tracking  software. 


—Predicted  , 
— Actual 
-^difference 
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;  it  possible  to  dig  up  some  of 
3S  obvious  con-elations  (charts), 
hard  to  score  big  on  a  single 
but  a  player  with  low  enough 
ction  costs  can  get  rich  slowly  by 
g  a  slew  of  similar  transactions. 
;rategies  can  quickly  cease  to  be 
ible  when  correlations  change  or 
traders  catch  on  to  them.  So 
s  must  constantly  be  searching 
w  opportunities  to  stay  ahead  of 
ck. 

t's  why  many  people  who  study 
•equency  data  use  it  for  purposes 
than  to  forecast  prices.  For  in- 
,  an  investor  who  needs  to  sell  a 
Dck  of  shares  in  General  Motors 
examine  tick-by-tick  data  to  see 


when  the  bid-ask  spread  is  tightest,  and 
use  other  clues  to  estimate  how  much 
"depth"  there  is  to  the  buying  interest. 
Having  that  knowledge  allows  the  in- 
vestor to  tell  whether  his  or  her  trades 
are  being  executed  at  competitive 
prices,  says  Michael  C.  L.  Adam,  execu- 
tive chairman  of  London-based  Inven- 
ture  Ltd.,  which  sells  a  progi"am  called 
Ranger  that  lets  traders  combine  cur- 
rent and  historical  data.  Ranger  was 
developed  by  Paul  Tudor  Jones  II,  the 
legendary  trader 

Financial  houses  have  little  choice 
but  to  probe  for  advantages  in  the  tall 
grass  of  tick-by-tick  data.  Heightened 
competition  has  narrowed  profit  mar- 
gins in  just  about  eveiy  kind  of  trading. 


OUTSIDE  THE  LINES 

In  this  chart,  the  blue  line  is 
the  S&P  100  index's  actual 
value;  the  green  line  is  the 
value  predicted  by  a  comput- 
er model.  Within  the  yellow 
lines,  transaction  costs  and 
the  possibility  of  errors  in  the 
model  make  trades  risky.  But 
w/hen  the  actual  value  goes 
outside  the  yellow/  lines,  it's  a 
signal  to  buy  or  sell.  Near  the 
end  of  the  period,  the  model 
flashes  a  sell  signal:  the  actu- 
al price  has  moved  above  the 
upper  yellow  line. 

IN  THE  RED 

This  chart  shows  the  actual 
value  of  the  S&P  100  mdex 
versus  the  value  predicted  for 
it  by  a  computer  model  for 
Nov.  13  and  14.  The  predic- 
tive model  is  based  on  a 
weighted  average  of  price 
movements  for  a  bundle  of 
component  stocks.  The  red 
bars  represent  the  difference 
between  actual  and  predicted 
value.  Above  the  zero  line 
means  the  index  may  be 
overvalued;  below  means 
undervalued. 


ADAPTATION  OF  CHARTS  FROM  LEADING  MARKET  TECHNOLOGIES  INC.'S  EXPO  SOFTWARE 


Take  the  case  of  foreign  exchange,  a  $1 
trillion-a-day  business  that's  dominated 
by  perhaps  20  major  banks.  Even  that 
small  number  may  be  too  many  for  the 
market  to  sustain.  The  winners  will  be 
those  that  have  the  best  information 
about  the  state  of  the  market  so  they 
can  quote  a  price  that  appeals  to  the 
customer  yet  leaves  a  dram  of  profit. 
Where  will  that  infomiation  come  from? 
A  computer  model  that  combines  tick- 
data  analysis  with  traders'  observations 
to  supply  up-to-the-second  intelligence 
about  market  conditions  around  the 
world. 

"ANY  IDIOTS  OUT  THERE"?  In  other 
words,  eyeballing  the  yen-mark  ex- 
change rate  on  a  Reuters  screen  won't 
cut  it  anymore.  A  bank 
that  makes  a  mai'ket  in  for- 
eign exchange  can't  afford 
to  have  less  information 
than  its  rivals  possess. 
"You  don't  want  to  be  the 
fourth  bank  that  a  cus- 
tomer calls,"  says  one  Lon- 
don-based consultant,  who 
asked  not  to  be  identified. 
"They've  already  scoped 
the  quotes  from  the  first 
three  and  they  just  want 
to  see  if  there  are  any  id- 
iots out  there"  who  will 
make  the  mistake  of  quot- 
ing too  good  a  price. 

As  the  forex  market 
goes,  so  go  stocks,  bonds, 
commodities,  and  deriva- 
tives. Information  is  in- 
creasingly the  name  of  the 
game  in  finance,  not  only 
for  traders  but  for  their 
customers  as  well.  And  as 
in  currency  trading,  the 
best  place  to  find  unique, 
exploitable,  information  is 
in  the  tick-by-tick  market 
data. 

Eventually,  of  course, 
even  this  brave  new  fron- 
tier will  be  ovemm  as  larg- 
er and  larger  numbers  of 
players  start  mnning  high- 
frequency  data  through  so- 
phisticated econometric 
models.  "My  opinion  is  that 
the  game  will  get  harder," 
says  NoiTnan  Packai"d,  pres- 
ident and  co-founder  of  San- 
ta Fe  (N.  M.)-based  Predic- 
tion Co.  But  for  now,  there's 
a  lot  of  money  to  be  made 
off  a  microscopic  view  of 
the  market.  Tick,  tick,  tick. 

By  Peter  Coy 
in  New  York 
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YOU  PAID  HOW  MUCH 
FOR  THAT  BANK? 

First  Union  is  spending  like  mad  to  build  an  East  Coast  empire 

At  an  analysts'  meeting  on 
Nov.  12,  F'Li'st  Union  Chaii-- 
man  Edwai'd  E.  Cnitelifield 
graj^hieally  outlined  the  ftnan- 
cial  and  opei'ational  obstacles 
he  assesses  in  looking  at  any 
deal.  Despite  rising  prices  for 
banks,  Crutchfield  vowed,  he 
would  stand  by  his  plan  to  re- 
ject any  deal  that  wouldn't  con- 
tribute to  earnings  within  18 
months.  "We  still  have  those 
same  hiu'dles,  but  there  would 
have  to  be  a  hell  of  a  good  rea- 
son to  overcome  them,"  he  as- 
siu'ed  the  analysts.  Less  than  a 
week  later,  Ciutchfield  ai:)par- 
ently  cleared  his  self-defined 
hurclles — and  stmck  a  deal  to 
acquire  CoreStates  Financial 
Coip.  for  $16.6  bilHon.  That's  a 
heart-stopping  record  of  5.3 
times  CoreStates'  book  value — 
far  above  recent  deals  at  3  or  4 
times  book. 

Call  him  Hyperspeed  Eddie.  The  old 
"Fast  Eddie"  moniker  just  won't  do 
anymore  foi-  Crutchfield,  a  ravenous 
bank  executive  who  has  built  a  $157 
billion  bank  by  inking  75  deals  in  the 
last  decade.  Before  the  CoreStates  deal, 
Crutchfield  this  year  acquired  Signet 
Banking  Coi-p.  for  $3.25  billion  and  hui- 
tled  into  retail  brokerage  with  the  $485 
million  purchase  of  Wheat  First  Butch- 
er Singer  Inc.  By  adding  CoreStates' 
operations  in  Penn.sylvania,  he  gave 
First  Union  Corp.  an  unbi'oken  cres- 


DEALMAKER: 

Crutch  field's 
big  shopping 
spree  may  not 
be  over  yet 


cent  of  tei'ritory  from  Con- 
necticut to  Florida. 

Hyjoerspeed  Eddie  hopes  to 
turn  his  dealmaking  into  a 
big  payday  for  shareholders. 
Through  a  geogi'aphically  con- 
nected market  and  one  of  the  industry's 
most  advanced  technology  platfoims,  he 
plans  to  convert  each  customer  into  a 
profit  center  while  ruthlessly  cutting 
unprofitable  operations  and  capturing 
business  from  competitors.  Meanwhile, 
he  may  keep  buying.  Vice-Chairman 
John  R.  Georgius  says  Fu'st  Union  is  in- 
terested in  adding  a  mutual-fund  com- 
pany to  its  current  $30  billion  in  pro- 
prietary funds,  or  even  another  bank 
within  or  connecting  to  First  Union's 
territorv. 


FAST  EDDIE'S  GROWTH  STRATEGY 


CAPITALIZE  ON  TECHNOLOGY  Bank  consolidation  means  the  banks  with  the  best 
back-office  systems  win.  A  new  million-square-foot  facility  outside  Char- 
lotte, N.C.,  and  three  others  give  First  Union  big  cost  advantages. 

GESGRAPHiC  FOCUS  By  developing  a  huge  crescent  from  New  Jersey  to  Florida, 
First  Union  can  efficiently  target  advertising  and  strategically  place  sales 
staff,  lis  core  middle-market  corporate  customers  have  most  of  their  opera- 
tions in  U.:.:  'erritory. 

DIVERSIFY  OPER/i  -*M'^'~.  Led  by  the  largest  securities  brokerage  of  any  bank  and 
$30  billion  in  proprietary  mutual  funds,  First  Union  is  moving  toward  a  SO- 
SO  split  in  revenue  from  traditional  banking  and  other  financial  services. 
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Crutchfield  says  he  is  willing  to  pa,^ 
high  prices  because  speedy  consolida 
tion  in  banking  means  the  industry  on( 
day  will  be  dominated  by  a  dozen  o: 
fewer  banking  powerhouses,  and  he  in 
■  tends  to  be  one  of  them.  "Nobody  ha; 
yet  told  me  we  paid  too  much,  and  i 
they  did,  they'd  be  wi'ong,"  he  says,  j 
Yet  having  solidly  consolidated  hii; 
core  base  of  retail  and  middle-marke ' 
corporate  customers  along  the  wealthjj 
Atlantic  Coast,  Ciutchfield  may  have  i) 
harder  time  cutting  strategi'j 
cally   important   deals  ancj 
maintaining   rapid  revenuej 
growth.  But  Crutchfield  ex  I 
pects  to  see  improved  market  j 
ing  efficiency  because  of  hi,'! 
well-defined  geographic  focus  i 
Analyst  Darren  R.  Short  o 
Robinson-Humphrey  in  At 
lanta  says  Ci-utchfield  has  be 
gun  focusing  more  on  cus 
tomer  quality  than  territory' 
"The  goal  is  to  get  access  to 
well-heeled  customer  base,' 
Short  says.  But  on  a  per-cus 
tomer  basis,  CoreStates,  a' 
about  $4,150  per  customer 
comes  much  more  dearly  thai 
Signet,  which  First  Unior 
bought  in  July.  Hugh  L.  McColl  Jr. 
chainnan  of  archiival  NationsBank,  pai( 
much  less  per  customer  this  summer  t( 
expand  in  the  lucrative  Florida  markei 
by  buying  Barnett  Banks. 
FITS  LIKE  A  GLOVE.  The  CoreStates  op 
eration  represents  a  clear  turnaround 
opportunity  The  $47.6  billion  Philadel' 
phia-based  bank  was  on  the  verge  o 
announcing  a  strategic  overhaul  to  cu 
costs  and  modernize  its  technology,  m; 
ing  it  a  fit  with  First  Union's  sti-ength 
"CoreStates  needs  a  way  to  fix  its  ret 
operations,  and  First  Union  is  the  a 
swer,"  says  Caiia  A.  D'Aiista,  a  bankin 
analyst  with  Friedman,  Billings,  Ramse, 
&  Co.  in  Arlington,  Va. 

Still,  Crutchfield  must  prove  to  in 
vestors  that  Hyperspeed  Eddie  can  gen 
erate  the  returns  he  promises  even  ai 
he  drives  prices  for  new  deals  past  pre 
viously  imaginable  levels.  When  b 
bought  Signet,  which  also  was  on  th 
verge  of  a  restructiuing,  he  paid  a  the: 
pricey  3.5  times  book  value.  Crutchfiel 
explained  at  the  time  that  he  saw 
one-time  opportunity  to  jump  into  th( 
lucrative  Virginia  market.  He's  usinj 
essentially  the  same  argument  abou'ip 
Pennsylvania  in  explaining  his  willing 
ness  to  pay  5.3  times  book.  So  far,  a 
least,  Hyperspeed  Eddie  has  never  seei 
a  financial  hurdle  he  can't  jump. 

By  David  Greising,  with  Nicol 
Harris  in  Atlanta 
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INTERNET  SOLUTIONS 
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Building  a  Website  tiiat  will  attract  miiiions  of  fans  requires  a  powerful  teammate.  An  IBM  RS/6000'  Internet  solution  handles 
of  the  busiest  Websites  around:  the  NHL,  the  Olympic  Games,  the  PGA  of  America,  even  Wimbledon,  to  name  a  few.  The  reason? 
■edibly  scalable  UNIX'  operating  system,  AIX!  gives  the  RS/6000  the  flexibility  to  rise  to  any  challenge  -  now  or  down  the  road, 
'ou're  building  an  Internet  site  for  millions  or  an  intranet  for  hundreds,  we'll  help  design  a  winning  solution  for  your  business.  To  learn 
all  of  our  RS/6000  solutions,  stop  by  www.rs6000.ibm.com/solutions  or  call  1 800  lBM-2468,  ext.  FA057 


and  AIX  are  regisleted  Iradematks  and  Solutions  lor  a  small  planel  is  a  Iradematk  ol  IBM  Coip.  UNIX  is  a 
lemark  in  the  U  S  and  oilier  counlnes.  licensed  exclusively  thiougfi  X/Open  Company  Limited.  All  olfier 
or  producl  names  are  Irademarks  or  regtslered  liademarks  of  tlieif  respeclive  companies  <&W1  \BM  Corp 
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MONEY  MANAGEMENT 


A  JOLLY  GOOD  DEAL 
FOR  MERRILL  LYNCH 

Buying  Mercury  greatly  boosts  its  global  position  against  rivals 


The  deal  caught  London  completely 
off  guard.  Men-ill  Lynch  &  Co.  an- 
nounced on  Nov.  19  that  it  would 
buy  Merciu-y  Asset  Management  Group 
PLC  for  .$.5.3  billion.  But  the  marriage  of 
the  lai'gest  American  brokerage  finn  with 
the  Rolls  Royce  of  British  money  man- 
agers makes  a  lot  of  sense.  The  deal  will 
give  Men-ill  nondollai'-denominated  funds 
to  sell  in  Eiu-ope  and  will  beef  up  its  in- 
stitutional fimd-management  business.  It 
also  will  provide  entree  into  Europe's 
fledgling  defined-contribution  business. 
But  most  important,  the  acquisition  will 
help  Men-ill  shore  up  its  position  in  the 
race  against  such  rivals  as  Goldman, 
Sachs  &  Co.  and  Morgan  Stanley,  Dean 
Witter,  Discover  &  Co.  to  mle  global  fi- 
nancial markets.  "We  believe  that  in  the 
near  futiu'e,  our  industi-y  vM  be  domi- 
nated by  a  handful  of  fii-ms,"  says  Mer- 
rill's CEO  David  H.  Komansky.  "This  will 
help  ensui-e  our  jjlaee  as  a  global  leaden" 
Men-ill  plans  U  ,  ^isc  Mercury  as  a  glob- 
al platfoT-m  both  to  :  \nand  inteniational- 
ly  and  develop  new  inrxlucts  for  the  him- 
gry  U.S.  market.  For  c /ample,  Mercuiy 
manager-s  will  develop)  n<<w  counti-y  fi^mds 
for  Merrill  brokers  to  s<-ll  to  their  cus- 
tomers. Merrill  also  will  use  the  Mer- 
cury name  and  networ'k  to  make  inroads 
h-.  Europe  and  the  Far  East. 

"iTiis  latest  deal  is  just  one  of  many 
^'Aeeping  Europe's  financial  industry. 
V"ith  monetary  union  only  two  years 


away,  fii-ms  are  positioning  themselves 
to  be  regional  players  in  a  financial  mar- 
ket many  believe  will  eventually  i-ival 
that  of  the  U.  S.  European  banks  and 
insurance  companies  ai'e  consolidating 
across  borders.  LI.  S.  firms  also  are  posi- 
tioning themselves  to  be  big  players  in 
the  new  euro  game. 
Merrill  is  attracted  by 
Mercui-y's  strong  posi- 


LET'S  SHAKE  ON  IT:  Allison, 
Stevenson,  Marks,  arid  Causer 


MERCURY:  A  SNAPSHOT 

►  Britain's  No.  1  money 


tion  in  London,  where 

it  manages  about  $120    Pl^'^^^^S®/   Actuarial 

billion  for  in.stitutions,     ►  $170  billion  in  assets 
as  well  as  by  its  beach- 
heads in  Germany  and 
The  Netherlands. 
The  tie-up  also  looks 


►  Extensive  operations  in 
Europe  and  Japan 

►  $585  million  in  revenues 


Chaii'man  Michael  J.  R  Marks,  and  Me 
cury  Finance  Director  David  Causer, 
announce  the  deal.  "Now,  we  have  tl 
answer. 

Mercury  is  also  getting  a  very  ni( 
price — a  31.7%  premium  and  25  tim( 
the  past  12  months'  earnings.  Mercurj 
shrewd  managei-s  may  have  foreseen  th; 
the  market  for  financial  mergers  mig] 
be  nearing  a  top.  Indeed,  Stevenso: 
along  with  Vice-Chaii-man  Carol  Galli 
and  Deputy  Chaii-man  Stephen  A.  Z: 
mei-man,  will  coUect  a  total  of  $21  miffii 
from  the  all-cash  deal. 
ONE  OF  A  KIND.  Zimmerman  and  Galle 
the  most  pi-ominent  woman  in  London 
financial  commuruty,  plan  to  stay  on 
nm  Men-ill's  institutional  fimd-managi 
ment  business  from  Mercury's  Londc 
headquarters.  They  also  vrill  join  Me: 
rill's  executive-management  committe 
Men-ill  saw  the  deal  as  a  one-of-a-kir 
opportunity  to  boost  its  fee-based  bus 
nesses.  Merciu-y  adds  about  $170  billic 
in  funds  under  management,  bringin 
Men-ill's  total  to  about  $450  billion.  Th: 
places  it  third  globally,  behind  Fidelit 
Investments  and  France's  Axa-UAP, 
reassiu'e  clients,  as  weU  as  Mercury  mai 
agement,  Merrill  promises  not  to  inte; 
fere  in  investment  decisions. 

StUl,  the  new  fii-m  may  have  to  scrar 
ble  to  keep  all  its  institutional  client 
Merciu-y  has  had  some  bad  publicity  r 
cently.  Its  premier  British-pooled  equit 
fund  has  been  an  indu 
try  laggard,  rankin 
67th  out  of  the  71  func 
tracked  by  Combine 
Performanc 
Services  Ltd. 

Merrill  apparent] 
has  shrugged  off  sue 
details.  Just  a  few  yeaj 
ago,  acquiring  Londo 
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good  for  Mercmy,  which     $_2_00  _m ij  Ijon  J n  earm ngs  _  _  _    investment  banks 
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was  until  1995  the  as- 
set-management ar-m  of 
the  venerable  investment  bank  S.  G.  Wai-- 
bm-g  &  Co.  Mercm-y  had  been  looking  to 
expand  internationally,  especially  into  the 
U.  S.  It  had  talked  with  dozens  of  po- 
tential partners  by  the  time  Merrill,  a 
long-.standing  business  ally,  beg-an  cozying 
u]3  last  summer.  But  it  was  only  in  the 
past  two  weeks  that  Merciu-y  and  Men-ill 
started  talking  turkey.  "People  were  al- 
ways asking  us  how  we  were  going  to 
disti-ibute  oiu'  j^roducts  in  the  U.  S.,"  says 
Mercury  Chaii-man  Hugh  A.  Stevenson, 
who  attended  a  London  press  conference 
along  with  Merrill's  Pi-esident  Herbert 
H.  Allison  and  International  Deputy 


DATA:  BUSINESS  WEEK  the  rage.  Now,  such  o] 

erations  ai-e  hard  to  se 
Instead,  global  players  such  as  Merri 
prefer  the  more  lucrative  asset-manag« 
inent  businesses.  Anticipating  fiiture  bid 
shares  of  othei-  fu-ms  including  Schr-oder 
M&<;  Group,  and  Perpetual  all  ros 
sharply  on  Nov.  19.  The  value  of  Natioi 
al  Westminster  Bank's  Gartmore  asse 
management  subsidiary  has  also  doub 
less  risen  should  it  want  to  sell.  Wit 
the  woi'ld  population  aging  and  social  stidn  ijjy; 
ciu-ity  systems  flagging,  the  big  financi 
institutions  want  all  the  mutual  func 
they  can  get  undei-  theii-  roofs. 

By  Stanley  Reed  in  London,  wiw 
Leah  Natlmns  Spiro  in  New  York 
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/Vhen  you're  handling  large-scale  transactions  online,  downtime  just  isn't  an  option.  Fortunately,  there's  the  IBM  RS/6000  SR  " 
3  travel  and  transportation,  financial,  telecommunications  and  health  care  companies  are  finding  that  the  RS/6000  SP  gives  their 
ition  processing  a  substantial  boost.  Its  exceptional  availability  and  scalability  keep  things  running  smoothly.  And  with  its  award- 
)  UNIX'  operating  system,  AIX;'  the  RS/6000'"  works  with  the  systems  you  have  in  place.  How  can  an  RS/6000  solution  help  your 
5S  support  more  sales?  Check  out  www.rs6000.ibm.com/solutions  or  call  1  800  IBM-7777  ext.  FA061. 


SR  AIX,  RS/6000  and  Soluliotis  lot  a  small  planel  are  Irademarks  ol  IBM  Corp  in  Ihe  U  S  and/or  olhei  countries  UNIX  is 
idemark  m  Ihe  U  S  and  other  countries,  licensed  exclusively  tlirougli  X/Open  Company  Limited  ©1997  IBM  Corp 
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BY  GENE  G.  IViARCIAL 

THESE  CIGARS  ARE 
REALLY  SMOKIN' 

As  cheroots  go,  so  goes  Swisher  In- 
ternational Group  (SWR),  the  world's 
No.  1  cigar  maker.  With  32%  of  the 
U.  S.  market,  Swisher  is  a  popular  play 
for  pros  who  think  the  cigar  craze 
won't  go  up  in  smoke  anytime  soon. 

Swisher's  stock  has  wafted  up  from 
14  in  mid-July  to  18  on  Nov.  18.  Some 
money  pros  who  have  bought  are  bet- 
ting it  will  hit  25  in  six  months.  Among 
Swisher  shareholders:  Fidehty  Invest- 
ments and  Putnam  Investments, 
f,  Cigars  have 

PUFFING  made    a  roanng 

RIGHT  ALONG  comeback,  particu- 
larly high-priced 
premium  smokes, 
after  many  years 
of  declining  popu- 
larity. American 
demand  peaked  in 
1973,  when  sales 
hit  11.2  billion  sto- 
gies. By  1993,  sales 
had  slumped  to  3.4 
bilHon.  Since  then, 
consumption  has 
perked  up,  rising 
last  year  by  12.3%, 
to  4.4  biUion  units, 
worth  an  estimated  $1.2  biUion.  One 
big  plus  for  Swisher:  Rising  demand 
lately  has  brought  rising  prices. 

Swisher  is  pushing  to  sell  more  high- 
end  cigars,  where  margins  are  heftier 
and  gi'owth  is  faster,  says  Svdsher  CFO 
Robert  Britton.  Hand-rolled,  full-leaf 
cigars  have  a  suggested  retail  price  of 
as  much  as  $14  apiece,  he  says. 

"Since  1993,  the  sales  of  premium 
cigars — ^including  imports — have  grown 
at  a  compounded  annual  rate  of  35.6%, 
while  the  total  market  has  grown  at 
9%,"  notes  analyst  Ralph  Jean  of  Wheat 
First  Butcher  Singer.  Sales  of  cheaper 
domestic  cigars  have  grown  at  10%. 

In  mass-market  cigars.  Swisher's 
Swv'ets  is  the  leading  brand — in  both 
anils  and  in  dollars.  In  })remiums,  the 
corn})anv  has  introduced  new  products 
to  compi^  :  such  mainstays  as  La 
Primadoi  a  Bering.  In  October, 
Swisher  open-  new  factory  in  Hon- 
duras to  produc  h  md-ro!led  premium 
cigars,  and  it  sigi !•'•!]  a  joint-venture 
agreement  for  a  plan.t  in  the  Dominican 
Republic.  The  other  two  big  IJ.  S.  mak- 


JULY  17,  '97  NOV.  18 
A  DOLLARS 


DTO  BIOOMBERG  FlNANCIfll  MARKETS 


ers  are  Consolidated  Cigar  and  Gener- 
al Cigar. 

Jean  says  the  market  undervalues 
Svdsher,  in  part  because  of  uncertainty 
about  proposed  deals  between  Big  To- 
bacco and  Uncle  Sam  in  various  cities 
and  states.  Discounting  the  drag  from 
such  matters,  Jean  says  earnings  could 
still  grow  at  a  compounded  annual  rate 
of  30%  ovei'  the  next  thi'ee  years. 

People  in  their  40s  and  50s  are  the 
biggest  cigar  smokers,  says  Jean.  This 
group,  making  up  39%  of  the  popula- 
tion in  1993,  wiU  climb  to  43%  by  2000, 
he  says.  His  1997  earnings  estimate  is 
$1.15  a  share  vs.  last  year's  86<Z.  In 
1998,  earnings  should  hit  $1.50. 

WHY  GABELLI  IS 
BUYING  UP  VIACOM 

The  long-iiinning  bull  market  has  by- 
passed Viacom  International  (via). 
Its  class  A  stock  is  at  32  a  share,  off 
its  May  21,  1996,  high  of  43.  "Among 
cable-TV  and  entertainment  stocks,  Vi- 
acom is  the  loaded  laggard  that  hasn't 
moved,"  says  investment  maven  Mario 
Gabelli.  But  don't  count  Viacom  out, 
he  says.  GabelU  has  just  increased  his 
stake' fi-om  5%.  to  8.5%. 

Two  events  he  says  could  lift  the 
stock:  a  sell-off  of  assets  and  a  turn- 
around in  its  Blockbuster  Video  unit. 

Gabelli  thinks  that  ceo  Sumner  Red- 
stone vrill  sell  off  a  plum,  specifically  Si- 
mon &  Schuster,  which  includes  Simon 
&  Schuster  Children's  PubUshing  Div., 
Prentice  Hall,  Scribner,  and  Free 
Press.  "This  operation  will  command 
a  hefty  multijjle,  says  Gabelli,  attract- 
ing major  buyers.  He  figures  s&s  is 
worth  $3.5  billion  to  $4  billion. 

As  for  Blockbuster,  Gabelli  says  in 
six  months  "things  will  improve  dra- 
matically," making 
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the  division  "the 
catalyst  for  a  50% 
move  in  the  stock 
price." 

Lew  Rabinowitz 
of  R.  Lewis  Secu- 
rities, also  high  on 
Viacom,  figiu'es  it's 
worth  50,  based  on 
its  assets  and  a 
turnaround  at 
Blockbuster.  Says 
Rabinowitz:  "Red- 
stone will  do  al- 
most anything,  in- 
cluding selling 
valuable  assets,  as 


WILL  LUCAS'  DE 
TURN  SWEETER?! 


Gabelli  suggests,  to  make  Viacom  his| 
last   hurrah."   David   Londoner  of 
Schroder  investment  bank  says  Via^ 
com's  cash  flow  has  been  down  because 
of  Blockbuster.  But  he  thinks  Block-I 
buster's  "dark  period"  is  over:  It 
emerge  "with  reduced  costs,  stream-l 
lined  distribution,  better  inventoiy  man-| 
agement,  and  gi-eater  focus."  He  sees 
Blockbuster  in  the  black  next  yeai",  no 
longer  hobbling  Viacom's  cash-flo\ 
grov/th.  Viacom  spokesman  Carl  Folta 
won't  comment  as  a  matter  of  poMcy. 

HITCHING  GALOOB  |i 
TO  STAR  WARS 

Shares  of  Galoob  Toys  (gal)  havej 
tumbled,  because  of  disappointin 
earnings  and  a  deal  it  signed  with  film 
maker  George  Lucas.  The  stock  is  ai 
12,  down  10  points  in  a  month.  Goo^ 
news  on  earnings  won't  come  till  1999,| 
notes  Sean  McGowan  of  Geracd  Klaue: 
Mattison,  a  New  York  investment  firm, 
So  why  is  McGowan  high  on  Galoob? 

With  its  stock  so 
low — and  a  re- 
bound on  the  way 
in  1999— Galoob  is 
"attractive  as  a 
takeover  candi- 
date," says  Mc- 
Gowan, who  notes 
that  Lucas  is  Ga- 
loob's  largest  stake- 
holder. Lucas  ac- 
quired warrants 
equivalent  to  20% 
of  Galoob  through 
a  deal  vvith  his  Lu- 
casfilm.  That  pact 
gave  Galoob  world- 
wide licensing 
rights  to  produce  Star  Wars  action  fig- 
ures, vehicles,  and  games,  includin: 
handheld  electronic  games. 

The  Lucas  deal,  annoimced  in  mid-Oc- 
tober, caused  the  stock  plunge.  Apai 
from  waiTants  valued  at  $57  million,| 
Lucas  will  get  $140  million  in  royalties, 
Despite  the  skeptics,  McGowa; 
thinks  that  the  Lucas  contract  will  ben- 
efit Galoob  in  the  long  i*un.  He  figure; 
that  sales  from  the  Lucas  contract,! 
combined  with  revenues  from  Micro 
Machines  and  other  toys,  could  gener- 
ate revenues  of  $475  million  and  earn 
ings  of  $2  a  share  in  1999.  McGowan 
estimates  that  Galoob  could  command  a 
price  of  25  or  more  in  a  buyout,  as- 
suming the  buyer  retains  the  Star- 
Wais  rights. 
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Stories  of  immense  power,  fortune  and  risk.  Stories  brought  to  life  like  never 
before  —  from  the  perspective  of  the  people  behind  them.  Join  host  Sheilah 
Kast  for  TV's  most  compelling,  in-depth  business  news  analysis.  Watch  for 
"This  Week  in  Business"  on  public  television. 
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Light  wins.  IMotiiing  rnovps  faster  than  Nght,  and  now  with  Qwest's  Macro  Capacity  "  Fiber  Networl<,  nothing  rih  til  Ufit 
transmits  voice,  data  .    'ideo  wi-th  more  precision.  With  OC-192  broadband  technology  from  Nortel,     ^  "^WBI'" 

the  Qwest  network  only  li-.es  one  in  every  quadrillion  bits  of  data  -  or  one  card  in  every  19  billion  

N(?RTEL     decks.  And  .vith  Qwest,  you'll  keep  a  lot  more  of  your  money.  We've  captured  light.  \AI  O  C 

NORiHiiiN  |t[[C0M     And  the  world  is  about  to  become  a  very  different  place.  www.qwest.net  C  D 
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USTICE  VS.  MICROSOFT: 
/HAT'S  THE  BIG  DEAL? 

'e's  a  lot  more  at  stake  than  Web  browsers.  Here's  help  in  understanding  the  issues 


orporate  paragon  or  rapacious 
monopolist?  Microsoft.  Corp.  has 
been  called  both.  But  there  is  no 
qiiestion  that  the  Redmond, 
,  software  maker  is  one  of  the 
mccessfiil  companies  on  the  plan- 
crosoft's  market  capitalization  of 
nllion  is  more  than  that  of  Gen- 
lotors,  Chrysler,  and  Ford  Motor 
ned.  Its  Windows  operating  sys- 
uns  on  90%  of  the  world's  per- 
computers,  and  its  Office  suite 
itly  commands  just  slightly  less 
'  market  for  office  productivity 
'ations. 

its  power  has  groum,  so  have  com- 


plaints from  competitors,  who  charge 
that  Microsoft  plays  unfairly  and  that 
its  monopoly  power  in  operating  sys- 
tems stifles  competition.  These  concerns 
have  spurred  trustbusters  to  investigate 
the  company,  starting  in  1991  with  a 
D'ade  Commission  probe.  When  ftc 
commissioners  deadlocked,  the  case  was 
taken  up  by  tlie  Justice  Dept.  That  re- 
sulted in  a  ymrrowly  focused  July,  1995, 
consent  decree  that  restricted  some  of 
Microsoft  's  Windows  licensing  practices. 
On  Oct.  22,  Justice  renewed  the  legal 
tug-of-war  with  a  petition  charging  Mi- 
crosoft with  violating  that  decree.  Wlmt 
follows  is  a  look  at  the  ins  and  outs 


of  a  complex  and  far-reaching  battle. 

What  is  the  latest  charge  all  about? 

It  centers  on  Microsoft's  Internet  Ex- 
plorer 4.0  Web  browser.  Microsoft  rival 
Netscape  Communications  Corp.  has 
complained  that  Microsoft  forces  PC 
makers  that  license  its  Windows  oper- 
ating system  to  also  install  IE  on  every 
machine.  An  operating  system  is  soft- 
ware that  controls  the  basic  functions  of 
a  computer;  a  browser  sits  on  top  of 
the  operating  system  and  lets  people 
view  World  Wide  Web  sites  and  navi- 
gate the  Web's  hyjierlinks. 

Microsoft's  virtual  monopoly  in  per- 
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From  the  boomerang  to 
the  Sydney  Opera  House,  Australians  share  a 
long  history  of  ingenuity  and  creativity. 

While  the  rest  of  the 
world  imagines  a  land  of  beautiful  beaches 
and  cute  furry  animals,  the  locals  are  busy 


'c'oria,  Austfa 


imagining  new  ways  to  build  a  better  future  for 
their  country.  And  at  Toyota,  we're  proud  to 
play  a  part  in  that  future. 

Since  1963,  Australians 
have  been  building  Toyota  vehicles  specially 
designed  for  their  country's  unique  driving 
conditions.  And  as  Toyota's  commitment  to 
manufacturing  grows  -  so  will  jobs  and  oppor- 
tunities for  other  businesses  Down  Under 

As  a  company  operating 
in  the  global  marketplace.  Toyota  understands 
the  importance  of  local  investment.  It  ensures 
that  the  vehicles  we  sell  meet  the  specific 
needs  and  standards  of  all  Toyota  drivers, 
wherever  they  may  be.  That's  why,  in  26 
countries  around  the  world,  many  Toyota  vehi- 
cles are  built  by  local  people. 

Here  in  America,  our 
second-largest  manufacturing  base,  Toyota 
has  invested  more  than  $7  billion  in  manu- 
facturing, research  and  design.  In  fact,  Toyota 
is  now  the  fourth-largest  vehicle  manufacturer 
in  America,  creating  over  20,000  direct  jobs. 

Our  aim  is  to  be  a 
responsible  local  company.  It's  working  for 
the  people  Down  Under,  and  for  people  all 
over  the  world. 


TOYOTA  People  Drive  Us 
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sonal-computer  operating  systems 
means  that  most  new  computer  buy- 
ers see  IE  prominently  displayed  when 
they  start  up  their  machine.  PC  makers 
can  include  Netscape's  Navigator 
browser  as  well,  but  that  involves  pay- 
ing an  extra  licensing  fee.  IE,  on  the 
other  hand,  is  virtually  free,  since  Mi- 
crosoft considers  it  to  be  an  extension 
of  Windows. 


In  its  Oct.  20  petition, 
what  did  Justice  charge 
Microsoft  with  doing 
wrong? 

Justice  has  asked  the 
court  to  hold  Microsoft 
in  contempt  for  violating 
terms  of  the  1995  con- 
sent decree,  which  for- 
bade Microsoft  from 
requiiing  makers  of  per- 
sonal computers  to  li- 
cense one  product  in  or- 
der to  obtain  another.  In 
its  suit,  the  Justice  Dept. 
charged  that  Microsoft  is 
improperly  requiiing  PC 
makers  to  license  and 
ship  IE  in  order  to  get 
Windows  95.  A  brief  in 
support  of  the  complaint 
faults  Microsoft  for 
"abuse  of  monopoly  pow- 
er"— leveraging  its  Win- 
dows dominance  to  gain 
unfair  advantage  in  an- 
other market,  namely 
the  market  for  Web 
browsers. 


What  is  Justice's  big- 
gest concern? 

Justice  is  worried 
that  Microsoft  will  use 
its  dominance  in  operat- 
ing systems  not  only  to 
gain  an  unfair  advantage 
in  Web  bj'owser  and  oth- 
er markets  but  also 
to  i)i'otect  its  current 
monopoly. 

In  its  complaint.  Jus- 
tice argues  th;it  Internet 
browser  technology  developed  by  Mi- 
crosoft's compc!  itors  "may  be  an  im- 
portant elemnni  ij-  the  reintroduction 
of  competition  to  t!ir  pc  operating-sys- 
tem market."  The  go  'emment  points 
out  that  Web  b  -owsers  can  serve  as  a 
new  "platform"  ,  -  which  applications 
can  be  written.  ,  lice  contends  that 
by  forcing  computr.  ;aakers  to  distrib- 
ute its  browser,  Mic.  -oft  is  trying  to 
keep  its  operating-s.y  i  cm  monopoly 
from  diminishing. 


Does 
Microsoft 
strong-arm 
PC  makers 
into  taking  its 
browser,  or 
are  the  Feds 
meddling  in 
product 
design? 


What  evidence  does  Justice  have  that 
Microsoft  is  coercing  PC  makers? 

The  government  released  depositions 
and  coirespondence  fi-om  several  promi- 
nent PC  makers,  including  ibm  and  Com- 
paq Computer  Corp.,  reporting  that 
they  had  been  reminded  by  Microsoft 
that  their  license  for  Windows  95  re- 
quires them  to  install  IE.  Compaq,  for 
instance,  revealed  that 
in  1996,  after  it  re- 
moved IE  from 
some  models  and 
replaced  it  with 
Navigator,  Mi- 
crosoft tlii'eatened 
to  terminate  its 
Windows  license. 
Compaq  backed  down. 

What  is  Microsoft's  re- 
sponse to  the  Justice 
complaint? 

Microsoft  does  not 
deny  that  it  requires 
computer  makers  to 
ship  IE  along  with  Win- 
dows 95,  but  it  argues 
that  IE  is  an  extension 
of  Windows  and  not  a 
separate  product.  Fur- 
ther, it  is  claiming  that 
the  government  was 
well  aware  of  its  plans 
to  create  a  Web  brows- 
er and  ship  it  with  Win- 
dows 95  and  did  not  ob- 
ject at  the  time  of  the 
consent  decree.  The 
company  says  the  con- 
sent decree  explicitly 
recognizes  the  compa- 
ny's right  to  add  new 
capabilities  to  its  oper- 
ating system  and  to  cre- 
ate "integrated"  prod- 
ucts. The  govei'nment's 
suit,  Microsoft  main- 
tains, is  an  improper  at- 
tempt to  meddle  in  soft- 
ware product  desigTi — a 
move  that  it  contends 
could  stifle  innovation  in 
the  computer  industry. 
Justice  was  expected  to  respond  on 
Nov.  20. 

So  is  Internet  Explorer  a  separate 
product  or  part  of  Windows? 

Microsoft  argues  that  browser  func- 
tions are  a  natui'al  extension  of  an  op- 
erating system — the  way  printing  or 
graphical  user  interfaces  are.  It  argues 
that  just  because  IE  can  be  sold  or  in- 
stalled separately  doesn't  mean  it  isn't 
integi'ated.  It's  comparable  to  windshield 


wipers  and  a  car,  Microsoft  argu 
Wipers  can  be  sold  separately,  1: 
they're  an  integi'al  part  of  a  new 
when  you  drive  it  off  the  lot. 

Whether  or  not  that  analogy  holdi 
open  for  debate.  But  most  analysts  a 
experts  say  IE  4.0  in  its  cmrent  fonr 
a  distinct  product — separately  brand 
marketed,  and  sold  at  retail.  Althou 
Microsoft  has  begun  bundling  IE 
with  the  Windows  95  program  it  lice: 
es  to  PC  makers.  Justice  argues  thai 
is  physically  possible  to  separate  t 
two.  Without  IE,  Windows  still  inns 

Where  do  legal  experts  come  down 
the  debate? 

The  case  will  be  a  close  call.  Just 
has  to  prove  that  Microsoft  violated  1 
terms  of  the  1995  consent  agi'eemeni 
a  much  easier  task  than  bringing 
antitrust  case.  But  the  wording  of  1 
consent  agreement  could  prove  trid 
The  provision  in  question  forbids  J 
crosoft  fi'om  tying  the  licensing  of  o 
product,  such  as  Windows,  to  the 
censing  of  another,  say,  a  browser.  Ho 
ever,  the  decree  also  states  "this  pro 
sion  in  and  of  itself  shall  not 
consti-ued  to  prohibit  Microsoft  from  ( 
veloping  integi'ated  products." 

Microsoft  interprets  that  as  a  Hcer 
to  build  featm-es  such  as  Web  browsi 
into  its  operating  systems.  That's  wh 
it  intends  to  do  with  Windows 
new  version  of  Windows  due  ne 
spring.  Justice  may  be  able  to  win 
case  that  says  that  lE  4.0  is  a  separs 
product  from  Windows  95,  but  it  coi 
be  a  short-lived  victory  once  Microsc 
integi"ates  browsing  capabilities  into  t 
operating  system  next  year.  "The  h 
largely  has  favored  defendants  towa 
broad  fi-eedom  to  make  product  desii 
choices,"  says  William  E.  Kovacic,  a  pi 
fessor  at  George  Mason  Universi 
School  of  Law. 

Microsoft  also  has  released  documer 
that  indicate  the  Justice  Dept.  kne 
during  the  consent  decree  negotiatio 
that  the  software  maker  intended  to  i 
tegi'ate  browser  features  into  the  o 
crating  system.  Even  if  Justice  has 
strong  antitrust  case,  this  kind  of  pre 
could  torpedo  the  contract  issue  that 
part  of  the  current  cause  of  action. 

What's  the  impact  of  the  case  on  N 
crosoft  and  the  computer  industry? 

Hard  to  say.  The  two  sides  will  argi 
their  case  before  U.  S.  District  Cou 
Judge  Penfield  Jackson  on  Dec.  5.  He 
decide  whether  to  order  a  trial — whi^ 
could  take  several  months  to  get  und 
way.  Justice  has  asked  for  a  $1  millio 
per-day  fine  against  Microsoft  if  tl 


162  BUSINESS  WEEK  /  DECEMBER  1,  1997 


History  suggests 
even  the  loftiest 
organizations 
sometimes  have 
difficulty  sharing 
information. 


Tower  Of  Babel  circa  2300  BC. 


Like  the  Tower  of  Babel,  history  has  shown 
that  when  organizations  try  to  communicate 
with  each  other,  it  can  often  lead  to  chaos  and 
confusion.  So  when  one  of  the  world's  leaders 
in  the  global  insurance  industry  decided  to 
link  its  operating 
units,  customers 
and  supphers 
under  a  single 
network,  it  was  a 
lofty  undertaking 
indeed. 

But  thanks  to 
Control  Data,  it 
represents  the 
loftiest  example  to 
date  of  how  large 
enterprises  of 
every  scope  can 
share  information 
on  a  global  scale, 
with  tangible, 
bottom-line  results. 
Control  Data  is 
providing  the  mes- 
saging technology 
and  global  infra- 
structure that  will 
enable  insurance 
industry  participants 
to  communicate, 
trade  and  share 
information 


electronically,  while  protecting  and  leveraging 
investments  made  in  diverse  IT  systems. 

By  replacing  the  paper-  and  cost-intensive 
methods  that  have  impeded  efficiency, 
service  and  profits.  Control  Data  is  helping 

the  insurance  industry 
handle  messages  and 
document  exchange 
with  unprecedented 
speed  and  efficiency. 

When  it  comes  to 
building  electronic 
infrastructure  - 
messaging,  directories, 
security,  information 
sharing  -  we  can 
handle  any  scale 
project.  And  with 
results  as  dramatic  as 
the  scope  of  the  job 
itself:  lowered  costs, 
increased  revenues, 
improved  quality  and 
increased  speed. 

We're  an  electronic 
commerce  systems 
integrator,  with  a 
series  of  IT  solutions 
we  call  Rialto.  And 
we  welcome  your  call: 
1  888-R1ALT04.  Or 
visit  us  on  the  Web: 
http :/ /www.cdc.com. 


The   Integra. .J..    Company    (Eg)  CONTROL  DATA 


Information  Processing 


court  finds  that  it  has  violated  the  con- 
sent decree.  That's  small  change  for  Mi- 
crosoft, but  the  company  says  it  will 
quickly  comply  with  a  court  order  if  it 
loses  rather  than  pony  up  fines. 

That  would  clearly  be  a  plus  for 
Netscape,  but  if  the  case  di'ags  on,  that 
buys  time  for  Microsoft  to  build  browser 
market  shai-e.  It  also  buys  time  for  Mi- 
crosoft to  ready  Windows  98,  which  it 
says  will  thoroughly  integrate  Web 
browsing. 

Is  Windows  98  affected  by  the  gov- 
ernment's petition? 

The  complaint  doesn't  address  Win- 
dows 98  directly,  and  Justice  officials 
say  they're  withholding  judgement  on 
whether  Windows  98  will  violate  the 
consent  decree.  Justice  insiders  say  any 
action  against  Windows  98  will  depend 
on  how  tightly  intei-woven  the  products 
are.  "Windows  98  presents  different 
questions,"  says  one  Justice  official.  "If 
they  I'edesign  into  a  single  product  that 
is  generally  integi*ated,  we  won't  pro- 
hibit it.  But  if  they  take  Windows  95 
and  IE  4.0  and  do  nothing  but  relabel  it, 
that's  a  different  case." 

So  is  this  ail  a  tempest  in  a  teapot? 

Not  necessarily.  The  Justice  Dept. 
has  signaled  that  the  petition  may  just 
be  the  beginning  of  a  broader  crack- 
down on  Microsoft.  It  is  investigating 
Microsoft's  investments  in  Apple  Com- 
puter Inc.  and  the  software  maker's  eq- 
uity stakes  in  several  small  companies 
that  make  Internet  video  technology. 

Why  all  the  fuss  about  a  product  that 
is  virtually  given  away  for  free? 

Ti'ue,  Web  bi-owsers  bring  in  little 
direct  revenue  for  their  developers. 
The  basic  Netscape  Navigator  sells  for 
$39,  and  the  company  licenses  it  to  PC 
makers  for  just  a  few  dollars  a  copy. 
Microsoft  gives  its  browser  away  for 
free.  But  that  belies  a  much  more  sig- 
nificant value. 

As  the  software  the  pc  user  sees,  the 
browser  is  strategic.  It  can  be  a  power- 
ful marketing  tool  that  helps  promote 
Web  sites  by  the  mere  mention  of  an- 
other locale  on  the  Net  or  the  place- 
ment <,f  so-called  "channels"  that  allow 
conii).!;.!<'S  to  deliver  info  directly  to  pc 
users.  .'•  highly  popular  browser  can 
also  aci  ,  a  calling  card  to  corpora- 
tions that  '  ■•  he  more  willing  to  then 
buy  the  comi  '  -'s  poweiful  (and  lucra- 
tive) server  'v/Lire.  Browsers  also 
play  an  impoi-taiii  role  in  defining  stan- 
dards for  viewing  Web  content.  If  a 
software  company  maizes  the  predomi- 
nant browser,  it  could  dictate  the  way 


Web  developers  create  their  content. 

Moreover,  the  Internet  is  developing 
into  a  vast  commercial  marketplace 
where  consumers  can  do  everything 
from  investing  to  shopping  for  a  ear,  so 
whoever  owns  the  "window"  to  the 
Web — the  browser — could  wield  a  lot 
of  influence  by  helping  direct  traffic. 

Is  Microsoft  in  for  a  fall? 

The  company  has  been  under  gov- 
ernment scrutiny  since  1991  but  so  far 
has  escaped  with  just  a  slap  on  the 
wrist.  And,  in  spite  of 
the  consent  decree, 
Microsoft's  com- 
petitive position 
has  become  even 
stronger  in  the 
past  two  years. 
But  the  choms  of 
anti-Microsoft  criti- 
cism is  getting  loud- 
er. And  a  win  in  this 
case  could  embolden  Jus- 
tice to  bring  a  wider  an- 
titnist  action. 

Microsoft  is  in  no  im- 
mediate danger  of  losing 
the  $8  bilUon  in  sales  it 
makes  fr'om  PC  software. 
But  the  Net  represents  a 
huge  new  market.  If  Mi- 
crosoft is  hampered  by 
the  feds,  its  growth 
could  be  slowed.  If  noth- 
ing else,  Mici'osoft's  im- 
age could  be  tarnished 
just  when  it  is  trying  to 
broaden  its  appeal  to 
consumers  thi'ough  Web- 
TV, consumer  software, 
and  Web  services.  It's 
one  thing  to  be  seen  as 
Daith  Vader  by  the  com- 
puter industry  and  quite 
another  when  you're 
marketing  yom*  products 
on  cornflakes  boxes — as 
Microsoft  does  now. 


won  critical  raves — in  part  because 
is  designed  to  work  closely  with  Wi 
dows  95.  Another  advantage:  It's  fr( 
So  Microsoft  is  likely  to  continue  gaini 
market  share. 

Netscape  is  trying  to  move  aw; 
fi'om  a  reliance  on  browsers  to  sellii 
more  server  software  for  running  W 
sites  and  online  stores.  Stifl,  it  ma 
the  bulk  of  its  revenues  from  bro'w 
ers — 38%  in  the  quarter  ended  Se]  R 
30,  vs.  33.5%  for  server  software 
sales  to  coi-porate  customers,  the  t\ 
products  usually  go  ha 
in  hand,  so  it's  criti( 


Will  Microsoft  destroy 
Netscape  if  the  govern- 
ment does  not  intervene? 

Netscape  has  been 
able  to  hang  on  to  60% 
to  70%  of  the  browser  market.  But  Mi- 
crosoft expects  to  reach  50%  soon.  It 
has  already  made  impressive  inroads: 
According  to  one  recent  study  by 
Dataquest  Inc.,  Microsoft's  IE  has  cap- 
tured nearly  40%-  of  the  browser  mar- 
ket, up  from  20%  at  the  end  of  last 
year,  while  Netscape's  share  has  fallen 
to  57%,  from  73%  late  last  year.  Mi- 
crosoft's IE  4.0,  introduced  this  fall,  has 


Whoever  sets 
the  standard 
for  Web 
browsers  may 
also  do  the 
same  for  Net 
commerce- 
avast 
emerging 
market 


for  Netscape  to  maint^'^'" 
a  prominent  share 
browsers.  The  remaini 
28.5%  of  Netscape's  refti^rs » 
enues  comes  from  se  n^*? 
vices — mainly  sellii 
space  on  its  Web  site 
advertisers  and  searc 
engine  companies.  Th 
business,  too,  depends 
a  strong  browser.  So 
Microsoft  continues 
encroach  on  Netscap< 
browser  business,  t. 
outlook  is  not  good. 


Ultimately,  what's 
stake  here? 

This  case  could  ha' 
far-reaching  reverber 


tions  beyond  the  brow  tus  of 
er  wars.  It  could  set  inetol 
precedent  for  how  so:  ffientai 
ware  is  developed  in  t  leir 
futui-e  and  set  the  toi 
for  competition  and 
novation   in   the  vafij 
emerging  Net  market. 

It's  a  tricky  balanciAiouoii 
act:  Over  the  past  Kte 
years,  PC  operating  sji  ifs"  in 
terns  have  advanc<  s  'hi 
slowly — at  least  coi 
pared  to  the  lightnii  i  ugjo 
pace  unleashed 
Netscape.  The  innovllc  orji 
tion  in  the  Internet  sol 
ware  market  can 
credited  to  the  fre 
wheeling,  competitive  s  iKhiaj 
mosphere.  If  any  sing 
company  dominates  the  Net,  than  inn 


up. 
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vation  could  be  dampened.  But  if  tlit^  jcj 
prospect  of  Microsoft  dictating  tl 
course  of  software  development  on  tl  :  --'4 
Net  is  scary,  the  prospect  of  softwa  ly 
design  decisions  made  in  Washingt(  i; 
is  even  worse. 

By  Steve  Hamm  in  San  Mate 
Calif.,  with  Susati  Garlayid  in  Wa^ 
ington,  D.  C. 
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gal  Affairs 


ICIAL  CRIME 


RPORATE  AMERICA'S 
LOMBIAN  CONNECTION 

peso  brokers"  use  U.S.  manufacturers  to  wash  the  narcotics  cartels'  cash 


sr  neighbors  in  Cucuta,  a  city  of 
,000  in  northern  Colombia,  Myri- 
Ai-ana  appeared  to  be  the  pictiu-e 
r-middle-class  respectability.  Mar- 

a  prominent  obstetrician,  she 
3  teenage 
irs  and 
1  styl- 
thing 
e  in  a 
wn  hotel. 

Arana, 

0  ran 
,  far 
pu- 
asi- 
ork- 
h  two 
iots  in  Co- 
and  three  in 
S.,  she  helped 

cailel  and  other 
ag  gangs  launder 

1  of  dollars,  ac- 
to  U.S.  law-en- 

•nt  authorities. 
•  method  was,  in 
en  labyrinthine 
of  money  laun- 

relatively  sim- 
st,  Arana's  orga- 

would  buy  drug 
located  in  "stash 
'  in  U.  S.  cities, 
he  cartels  at  a 
t  of  15%  to  25%. 
Asing  operatives 
U.  S.,  her  team 

gradually  ease 
mey  into  legiti- 

mk  accounts.  Fi-  

irana  would  find 

lian  businesspeople  who  needed 

to  import  such  U.  S.  goods  as 
md  handbags.  Giving  these  im- 

a  small  discount  off  the  official 
o-peso  exchange  rate,  she  would 
m  the  recycled  drug  money. 
BILLIONS.  Arana,  who  pleaded 
-0  money-laundering  in  1996,  was 
led  peso  broker.  In  recent  years, 
brokers — whose  comparatively 
•riminal  organizations  are  inde- 
t  of  the  massive  drag  cartels — 


have  become  an  increasingly  important 
money-laundering  tool  for  the  Colom- 
bian narcotics  gangs.  A  battery  of  re- 
cent international  financial  regulations 
has  made  it  much  harder  for  drag  deal- 
ers to  transfer  money  through 
the  banking  system.  So 
now,  the  crooks  aren't 
sending  as  much 
money  to  Colombia. 
Instead,  they  are 
sending  products — 
and  the  peso  brokers. 


apprehended,  dealt  almost  exclusively 
in  appai'el.  But  others  are  buying  eveiy- 
thing  fi'om  liquor  to  eomputei's  to  trac- 
tors— and  are  obtaining  products  from 
some  of  the  biggest  names  in  Corpo- 
rate America. 

In  testimony  on  Oct.  22  before  the 
U.  S.  House  Banking  &  Financial  Ser- 
vices Committee,  an  ex-peso  broker  who 
is  cooperating  with  federal  law-enforce- 
ment authorities — and  who  spoke  ft'om 
behind  a  partition  to  hide  her  identi- 
ty— told  legislators  that  she  had  bought 


THE  DRUG  CARTEL  ACCUMU- 
LATES DOLLARS  FROM  STREET 
SALES  IN  SECRET  STASH  HOUSES 
IN  BI6  CITIES  THROUGHOUT  THE  U.S. 


N  COLOMBIA,  A  CARTEL  REP- 
RESENTATIVE SELLS  THE  CASH, 
WHICH  STAYS  IN  THE  U.S.,  TO  A 
PESO  BROKER  AT  A  15%  TO  25% 
DISCOUNT.  AN  INDEPENDENT  INTER- 
MEDIARY, THE  BROKER  IMMEDIATELY 
REPAYS  THE  GANG  WITH  CLEAN 
COLOMBIAN  PESOS. 


with  their  contacts  in  the  Colombian 
and  Venezuelan  business  communities, 
are  critical  to  the  process. 

The  U.  S.  Ti'easury  Dept.  estimates 
that  peso  brokers  help  to  launder  some 
$2  billion  to  $3  billion  worth  of  drug 
money  annually,  or  about  30%  to  40%  of 
all  U.  S.  drug  proceeds.  Put  another 
way,  nearly  half  of  all  U.  S.  trade  with 
Colombia  is  thought  to  be  funded  by 
dirty,  peso-brokered  money.  Arana,  one 
of  a  small  handful  of  peso  brokers  ever 


goods  from  Sony,  Procter  &  Gamble, 
Ford,  Whirlpool,  Deere,  Reebok,  Ken- 
worth,  and  several  others. 

There's  no  evidence  these  companies 
knew  their  goods  were  being  purchased 
with  drug  money.  In  some  cases,  the 
companies  fii'st  sold  the  goods  to  South 
American  distributors,  who  then  resold 
them  to  the  peso  brokers.  But  law- 
enforcement  authorities  are  nonetheless 
convinced  that  many  large  corporations 
are  ignoring  obvious  red  flags.  These  in- 


BUSINESS  WEEK  /  DECEMBER  1.  1997  165 


The  digital  age 
liasn't  created  a 
paperless  society. 
Just  a  revolution 
in  paper. 


It's  been  suggesled  since  the  dawn  of  th 
computer  age.  A  future  in  vvhicti  everythi 
worth  ivnowing  is  accessible  on  screen. 
But  as  it  turns  out.  people  don't  just  wa 
information  at  their  fingertips.  They  wan 
on  their  fingertips.  They  want  to  be  able 
touch,  fold  and  dog-ear:  to  fax,  copy  and  re 
to:  scril)ble  in  the  margins  or  post  proud 
on  the  refrigerator  door.  And,  above  all,  tt 
want  to  |)rinl  out  -  quickly,  flawlessly  ani 
in  vibrant  color. 

So  today,  as  people  require  more  (and 
more  lypes  of)  paper  than  ever,  our  resear 
centers  are  responding  with  new  papers 
for  home  and  business. 
Printing  papers  such  as  our  Hammermill® 
brand  Jet  Print  Ultra®  are  one  example.  Tl 
enable  anyone  with  an  ink  jet  printer  to  pr 
with  the  sort  of  brightness  and  smoothnes; 
you'd  expect  from  fine  magazines. 
The  introduction  of  a  lightweight  paper  call 
Accolade®  is  another  example.  It  results  i 
superior  printing  quality  I'or  catalogs, 
magazines,  brochures  and  the  like,  at  lesi 
cost  for  paper  and  postage. 
Prom  printing  |)aper  to  fine  art  paper  to 
digital  photography  paper,  we're  committi 
to  providing  the  "Paperless  Society"  with 
all  the  paper  it  needs. 


INTERNATIONAL 


PAPER 


We  answer  to  the  world. 

wwAx.ipapcr.com 


Legal  Affairs 


Now,  crooks  send  products,  not  money,  to  Colombia 


elude  a  sudden,  inexplicable  jump  in 
sales  to  Latin  Ameiican  distributors,  the 
presence  of  large  quantities  of  their 
products  in  Colombia  at  suspiciously  low 
prices,  and  checks  di'awn  on  the  accounts 
of  companies  other  than  the  ones  re- 
ceiving the  goods.  "Whether-  it's  tlii-ough 
ignorance  or  not,  some  [U.  S.  companies] 
are  assisting  the  diTig  cartels.  And  that 
should  hoiTify  the  stockholders  of  those 
corporations,"  says  Representative 
Spencer  T.  Bachus  III  (R-Ala.),  chau-- 
man  of  the  Banking  &  Financial  Ser- 
vices Committee's  subcommittee  on  gen- 
eral oversight  and  investigations. 

To  combat  peso  brokering,  Treasiuy's 
Financial  Crimes  Enforcement  Network 
(FinCEN)  is  about  to  launch  an  initia- 
tive that  will  soon  touch  dozens  of  U.  S. 
manufacturers — including  many  compa- 
nies that  probably  have  no  idea  they 
ai-e  receiving  ding  money.  By  the  end  of 


with  ding  money.  But  that's  about  to 
change.  For  the  fii'st  time,  the  Colom- 
bian government  in  October  gave  Fin-' 
CEN  a  list  of  300  Colombian  companies 
that  do  business  with  peso  brokers  and 
the  brand  names  of  U.  S.  products  they 
have  bought.  Before  the  end  of  the  yeai; 
Fine  EN  will  begin  contacting  the  manu- 
factm-ers  of  these  goods  to  discuss  ways 
they  can  avoid  drug  money.  While  Fin- 
CEN special  agent  Gregory  Passic  de- 
clined to  identify  specific  companies,  he 
said  the  list  will  include  some  companies 
identified  at  last  month's  hearing. 
"MORAL  OBLIGATION."  Passic  and  other 
law-enforcement  authorities  insist  there 
are  no  plans  to  bring  legal  actions 
against  the  companies  or  even  to  im- 
pose the  type  of  reporting  requii'ements 
now  facing  financial  institutions.  They 
do,  however,  plan  to  put  Corporate 
America  on  notice  about  what  peso  bro- 


^)  USING  DOZENS  OF  RUNNERS 

IN  THE  U.S.,  PESO  BROKERS 
DEPOSIT  THE  CASH  INTO  BANK 

Accourrrs  in  small  increments. 

TO  AV^KE  THE  ACCOUNTS  APPEAR 
LEGITIAV^TE,  THE  SO-CALLED  SMURFS 
USE  THEM  TO  REPAY  ORDINARY 
EXPENSES  SUCH  AS  UTILIT/  BILLS. 


THE  PESO  BROKER  LOCATES  A 
COLOMBIAN  BUSINESSPERSON 
WHO  NEEDS  DOLLARS  TO  IMPORT 
U.S.  GOODS,  ANYTHING  FROM  COM- 
PUTERS TO  TRACTORS  TO  APPAREL. 


November,  FinCEN  plans  to  distribute 
an  alort  about  peso  brokering  to  banks 
and  sK.Tie  companies  that  are  major  ex- 
porter,- to  Latin  America.  It  will  de- 
scribe typical  laundering  techniques  and 
warning   i  rns  for  executives. 

Then  Lh  ■  feds  plan  to  deliver  the 
message  in  iMM-son  to  some  companies 
whose  product  -  \\y  -  particularly  popular 
with  peso  brokers.  Until  recently,  the 
feds  didn't  even  bother  to  keep  track  of 
which  products  brokers  were  piu'chasing 


kers  do — and  they  don't  mince  words 
about  what  will  happen  to  companies 
that  ignore  obvious  warning  signs  in 
the  future.  Too  many  executives  "say 
to  themselves,  'I  am  a  legitimate  busi- 
nessperson,  I  am  selling  to  a  legitimate 
businessperson,  and  that  is  where  my 
responsibility  ends,' "  says  Bonnie  S. 
Klapper,  the  assistant  U.  S.  Attorney  in 
Hauppage,  N.  Y.,  who  brought  the 
Arana  case.  "My  response  to  them  is 
that  they  have  a  moral  obligation,  and 


sooner  or  later  they  are  going  to  end 
with  a  financial  obligation.  At  soi 
point,  we  are  going  to  go  after  th 
accounts."  (If  prosecutors  can  prove  tl 
businesspeople  had  reason  to  suspi 
they  were  receiving  drug  money,  I 
funds  can  be  seized.) 

The  feds'  saber-rattling  comes  fron 
grovdng  view  inside  law-enforceme 
circles  that  peso  brokering  is  repress 
tative  of  a  much  broader  worldwi 
problem.  Although  they  use  diffen 
methods  ft'oni  the  peso  brokers  and  t 
Colombian  drug  cartels,  the  Russi 
mafia,  the  Asian  triads,  and  other 
temational  crime  rings  appear  to  be 
creasingly  washing  their  dirty  fun 
through  trade.  That  means  the  co 
have  no  choice  but  to  try  to  bring  C( 
porate  America  into  the  war  agair 
money  laundering.  At  a  time  when 
ternational  trade  is  expanding,  n 
policing  methods  may  i 
needed  to  prevent  or-j 
nized  crime  fi'om  pigt: 
backing  on  legitim;i 
commerce. 

In  spite  of  the  hii. 
stakes,  only  a  few  ma'  k 
corporations  appear 
be  taking  steps  to  co 
bat  money  launderir 
Whirlpool    Corp.  Vc 
year    stopped  se 
through  independe 
distributors  in  Colom 
after  it  appeared  t 
peso  brokers  were  b 
ing  refrigerators  i 
other  appliances, 
stead,  the  Benton  H 
bor  (Mich.)  company 
distributing    its  o 
products  to  dealers 
registering  its  expo: 
with    Colombian  a 
U.  S.  authorities.  "We' 
proud  we're  doi 
=A,  sumething,  but  ij 

  =^  not   really  so 

thing  we  want 
talk  about,"  says  spokesman  Christ 
pher  Wyse. 

At  this  point,  however,  peso  broke 
ing  isn't  on  most  companies'  rad 
screens.  That  means  the  brokers  a 
hkely  to  continue  playing  a  large  role 
Colombian  trade.  Their  sui-vival  is  a 
sui'ed  by  their  ability  to  offer  Colombii 
drug  cartels  what  they  most  covt 
squeaky-clean  pesos  safely  deposited 
Colombian  bank  accounts. 

In  exchange  for  the  clean  pesos,  tl 


Hi 


ovtttlie 
% 
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"KLM  Cargo  to  KDrvatunturi?" 

  V- 

Ceeping  Father  Christmas  posted" 


KLM  Cargo's  dedicated  Business  Unit  Airmail  Services 
;ls  in  meeting  the  needs  of  postal  services  worldwide.  Down  to 
■y  last  letter  addressed  to  Father  Christmas  from  children  all 
r  the  world. 

With  more  than  350  destinations  worldwide  sind  partners  on 
road  and  in  the  air,  KLM  Airmail  Services  connects  postal 
inisations  to  virtually  any  airmail  destination  on  the  globe, 
cialist  staft  and  facilities  guarantee  integrated  and  customised 
:al  solutions.  Whether  it's  five  million  letters  to  Finland's 
:her  Christmas  village",  Korvatunturi,  in  the  Arctic  Circle  or 


to  the  Johannesburg  Mail  Terminal,  KLM  Cargo  guarantees 
prompt  and  reliable  delivery.  Our  service  is  backed  up  by  imme- 
diate feedback  from  sophisticated  information  systems. 

Plus  a  complete  door-to-door  service,  collection,  storage  and 
distribution.  Even  billing,  insurance  and  administration,  if  you 
wish.  Together  with  your  agent,  KLM  Cargo  provides  you  with  a 
complete  range  of  services,  while  all  the  time  taking 
as  much  care  of  your  shipment  as  you  would  yourself 


Taking  Things  Further  KL 


Legal  Affairs 


A  network  of  runners,  or  smurfs,  keeps  the  cash  movinj 


cartels  give  the  brokers  mounds  of  $1, 
$5,  and  $20  bills  from  stash  houses  in 
cities  such  as  Houston.  New  York,  and 
Los  Angeles.  To  throw  off  the  local  po- 
Uce,  stash  houses  are  usually  owned  by 
families  with  kids  and  often  have  in- 
door garages  where  money  can  be  safe- 
ly unloaded,  Ivlapper  says.  Dming  a  sLx- 
week  period  in  August  and  September, 
1996,  federal  witnesses  paiticipating  in  a 
sting  operation  saw  Arana's  operatives 
pick  up  more  than  $800,000  ft-om  a  va- 
riety of  stash  houses  throughout  the 
New  York  metropolitan  area. 
TAX  DODGE.  Peso  brokers  inject  the 
cash  into  the  U.  S.  financial  system  by 
using  limners  known  as  smurfs.  Typi- 
cally unemployed  Latin  Americans,  the 
smurfs  open  multiple  bank  accounts  in 
differing  names,  often  using  identity  pa- 
per's that  have  been  foi'ged  or  piu'chased 
fi'om  relatives  of  deceased  Colombians. 


than  1,000  separate  cash  deposits  that 
never  exceeded  $2,400.  (The  defendants 
in  that  case  have  pleaded  not  guilty.) 

To  Colombian  businesspeople,  peso 
brokers  offer  an  almost  unbeatable  bar- 
gain. To  obtain  U.  S.  dollars  through  le- 
gitimate commercial  banks,  Colombians 
must  pay  a  tariff  of  at  least  6.5%  above 
the  official  exchange  rate.  Sales  and  im- 
port taxes  can  boost  the  cost  of  U.  S. 
products  by  an  additional  23%  to  41%. 
LIsing  a  peso  broker  can  help  business- 
people  sidestep  some  taxes.  More  im- 
portant, they're  able  to  buy  U.  S.  dollars 
for  less  than  the  exchange  rate — cur- 
rently, 1,298  pesos  per  dollar. 

The  exact  exchange  rate  they  receive 
depends  on  the  method  being  used  to 
pay  the  U.  S.  manufacturer  or  distribu- 
tor. "If  I  walk  into  a  Colombian  money 
broker,  and  I  want  to  buy  100  comput- 
ers,  and    I   need   $1    million,  he'll 


IN  RETURN  FOR  THE  BUSINESS- 
PERSON'S  CLEAN  PESOS,  THE 
BROKER  WRITES  A  CHECK  TO  THE 
U.S.  MANUFACTURER  OR  DISTRIBU- 
TOR FROM  THE  SMURF  CHECKING 
ACCOUNTS.THE  DOLLARS  ARE 
OFTEN  EXCHANGED  FOR  THE 
PESOS  AT  A  DISCOUNT. 


UNLIKE  BANKS  AND  OTHER 
'FINANCIAL  INSTITUTIONS,  MANU- 
FACTURERS AND  DISTRIBUTORS 
HAVE  NO  SYSTEMS  IN  PLACE  TO 
DETECT  DIRTY  MONEY.  SO  THE 
ORDERS,  WELCOME  AS  NEW  SALES, 
ARE  SHIPPED  OFF  TO  COLOA^IA. 


To  avoid  arousing  the  suspicions  of  bank 
(,fiicf'rs,  smurfs  at  first  use  the  checking 
accounts  to  pay  ordinaiy  household  ex- 
p»nsc  s.  Then,  they  gradually  deposit 
cash  at  levels  well  below  the  $10,000 
thiT:  lid  that  would  trigger  a  bank  re- 
port u  !iK'  IVeasury  Dept.  In  a  criminal 
case  filt'.i  'n  October  in  Brooklyn,  a  ling 
of  seven  alleged  smurfs  is  said  to  have 
funneled  more  thaji  $2.5  million  into  19 
bank  accounts.  They  allegedly  did  it 
over  a  four-month  period,  making  more 


say. . .  'What  |fomi  of  pa.vmentj  will  yoiu- 
supplier  accept  without  raising  a  red 
flag?' "  says  Passic.  According  to  Ti'ea- 
sury  Dept.  sources,  the  going  rate  six 
months  ago  for  a  peso-dollar  swap  was 
975  pesos  per  dollar  for  a  money  order, 
1,010  pesos  for  checks  drawn  on  U.S. 
bank  accounts,  and  1,030  pesos  for  wire 
transfers. 

Like  Ai-ana,  most  peso  brokers  work 
in  small  organizations  of  fewer  than  a 
dozen  people.  Located  throughout  the 


countiy — though  concentrated  in  the 
cities — they  frequently  team  up 
other  peso  brokers  when  drug  ca: 
have  large  quantities  of  street  cash 
unload  or  when  a  customer  needs 
unusually  large  quantity  of  dollars 
buy  U.  S.  goods. 

RESISTANCE.  While  the  Colombian  g 
ernment  has  taken  strong  steps  in 
cent  years  to  prevent  money  launder 
at  commercial  banks,  it  has  done  little 
halt  the  peso  bi'okers.  Government  o 
cials  and  banking  executives  point 
however,  that  the  U.  S.  has  not  dc 
much  to  combat  the  problem,  eitl 
Rather  than  pressuring  Colombia 
crack  down  on  peso  brokei-s.  Washing 
would  do  better  to  "concentrate  on  st 
ping  laundering  at  the  gi-assroots  lev 
in  the  U.  S.,  says  Colombian  Bank 
Superintendent  Maria  Luisa  Chiapp( 
For  their  part,  many  U.  S.  manuf 
turers  are  also  resist 
being  dragged  into  i 
war  against  peso  brok  i^^ai 
ing.  They  note  that  i 
common  for  even  legft^ir* 
mate  businesses  in  La 
America  to  use  thi 
party  payments  and 
er  unusual  methods 
that  any  attempt  to  fo 
South  American 
tomers  to  change  th| 
ways  will  drive  busim 
to  overseas  competit^ 
Passic  says.  Other  c 
panies   complain  t 
given  the  sophisticat: 
of  money  launderersj 
is  impossible  to  expi 
U.  S.  businesspeople 
sniff  out  dirty  funds. 

These  argumer 
aren't  likely  to  keep  t 
feds  from  trying.  F 
peso  brokers  to  launc 
money  for  Colombi 
narcotics  gangs,  "t 
money  has  go  througl 
complete  cycle,  and  c 
of  the  spokes  on  that  cycle  is  freque 
ly  American  business.  Without  ti 
spoke,  the  whole  thing  collapses,"  s£ 
Stefan  D.  Cassella,  assistant  chief  of  t 
Justice  Dept.'s  money-laundeiing  S( 
tion.  Cassella  and  other  law  enforct 
feel  they  have  no  choice  but  to  tar^ 
Corporate  America.  That  means  tl 
fi'om  now  on,  money  laundering  wo 
just  be  the  banking  industry's  headacl 
By  Mike  France  iti  New  York,  w 
Victoria  Burnett  in  Bogota 
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6:42  p.m.  San  Francisco 
Front  Desk  Clerk  Virginia  Chew 


iodisson  Hotels  intern 


Radisson 

HOTELS  WORLDWIDE 

The  difference  is  genuine^' 

fference.  You  notice  it  the  minute  you  arrive.  In  people  like  Virginia  Chew.  And  the  rest  of  our  staff.  People  who  are  helpful  and  cour- 
not  because  it's  their  job.  But  because  it's  their  nature.  Experience  the  difference  with  Business  Class  by  RadissonT* 
500  additional  airline  miles  by  charging  your  Business  Class  stay  with  your  American  Express®  Card. 

Radisson  understands  the  needs  of  today's  business  traveler  and  has  developed  this  exclusive 

American  Express  Cordmember  offer  valid  now  through  February  28,  1998.  When  making  reservations, 

ask  for  the  Radisson  American  Express  Business  Class  Double  Miles  offer.  Airlines  participating  in  this 

promotion:  America  West  Airlines,'  Continental,  Delta  Air  Lines,  EL  AL,  Northwest  Airlines,  Qantas, 

TWAf  United  Airlines,  and  US  Airways. 

CsrdS    For  reservations  coll  1-800-333-3333,  visit  us  at  www.radisson .com  or  contact  your  travel  professional. 

:;iass  by  Radisson  rooms  are  subiecl  lo  availability  al  participating  Radisson  Hotels  Worldwide  Participating  Radisson  hotels  are  subiect  to  cbange  without  notice  Advanced  reservations  required  Please  allow  6-8  weeks  tor  miles  to  be  credited 
Munt  eL  Ai.  bonus  is  2G  additional  points  oei  stay  Oantas  bonus  is  1 500  ooinls  per  stay  Inon-Aiistralia  prooemes  onlyl  All  standard  airline  prooiam  niles  and  conditiais  app^.  Promotion  valid  November  1 . 1 997  through  February  28. 1 998 


/^est  and  East  Coast  and  I  used  to  bring  a  lap  top  back  and  forth.  The  first  one  had  the  storage  capacity  of  a  wolr 
he  second  one  dropped  off  a  table,  and  the  third  one  got  stolen  at  the  airport.  At  three  grand  a  pop  it  just  wasn't  work 
)ut.  So  I  got  two  SyJeF'^  portable  drives  from  SyQuest.  Now  I  just  carry  around  a  cartridge  in  my  pocket,  and  best 
all  I  don't  spend  my  time  in  airports  going,  "Where's  my  bog?!"  Whether  you're  commuting  "Coast  to  Coast"  or 
Office  to  hiome"  get  THREE  GIGS  of  removable  hard  disk  space  for  as  low  as  $299"— 
ncluding  the  hardware.  Additional  cartridges  now  cost  just  $79  each! 


his  offer  available  at  CompUSA,  Computer  City,  Best  Buy,  Fry's,  Micro  Center,  J&R  Computer  World,  Egghead, 
JotaVision,  RCS  Computer  Experience,  Creative  Computer,  Future  Shop  &  other  authorized  SyQuest  resellers. 


SYOUES 


ivj*  i  'ir.K  puti-haie  includes  a  1  5  GB  cartridge  obtained  via  mail-in  coupon  offer  Coupon  can  be  downloaded  from  www  syquest.com.  New  low  price  effective  8/29/97 
h;;  -i::  "I'o.'iui  c-'irtiidce  otter  is  valid  for  qualifying  products  purchased  in  USA  and  Canada  by  end  users  only  Not  valid  with  any  other  offers  or  rebates  No  reproductions  of 

■i-  -Jf-'C  S'T)''iOi  .'ir  copl^d  Promotion  ends  on  1/30/98;  requests  must  by  postmarked  by  2/28/98  Void  where  prohibited,  taxed  or  restricted  by  law,  SyQuest  is  not  responsible  . 
.•l,'f'-v,'^di't-.?d.  or  lilt  giDle  claims  '.igg?  SyQuest  Technology.  Inc  SyQuest  is  a  registered  trademark  The  SyQuest  logo  and  SyJel™  are  trademarks  of  SyQuest  WWW.SyqUeSt.C 

I         '  thf'i  n  ims;  f:re  f-ademarks  o'  Itieir  respective  companies. 
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FEGIES 


MAJOR  STUDIO 
IMED  AOL? 

unting  on  original  content  to  jack  up  ad  revenues 


ie  the  Elf,  a  blue  Santa's  helper 
ith  attitude,  is  about  to  tread 
here  no  online  character  has 
ine  before.  On  Dec.  12,  the  char- 
eated  last  year  by  America  On- 
after  children  started  sending  E- 
Janta  Claus,  will  cross  over  to  tv 
;ar  of  an  ab(;  Christmas  special, 
ine  AdveMures  of  Ozzie  the  Elf. 
m't  be  limited  to  the  little  screen, 
WL  also  landed  a  deal  with  Pen- 
tnam  Inc.  to 

Ozzie's  first  SCREEN  TEAM: 

zzie  the  Elf:  The  hosts  of 
hit  Santa  Chi-  Entertainment 
time  for  the  Asyhirn,  a  new 
-stuffing  sea-  AOL  site 

both  the  TV   

d  the  paperback,  Ozzie  is  given 
of  "upgrading  Christmas." 
AOL  is  hoping  the  upgimle  will 
on  the  online  service,  too.  The 
ang  Elf  could  be  the  first  hit 
^OL  Studios,  the  content  arm 
led  a  year  ago  to  help  trans- 
e  No.  1  online  service  into  a 
iant.  For  the  past  12  months, 
dios  has  been  coming  up  with 
inline  content  targeted  at  mass 
■nces  and  Internet  surfers  who 
bypassing  aol  today.  The  idea: 
lement  low-paying  subscriber 
h  TV  and  book  licensing  deals, 
as  make  aol  so  heavily  traf- 
lat  it  can  charge  lucrative  ad- 
y  rates,  "aol  sees  the  writing 
vail,"  says  Seema  Williams,  an 
nalyst  at  Forrester  Research 
ey  want  to  be  in  content  when 
tribution  business  loses  its 

SMASH?  That's  why  aol  Stu- 
hurning  out  new  programming 
as  it  can.  In  December,  aol's 
1  site,  Electra,  will  be  launched 
Veh,  and  Real  Fans  Sports  Net- 
e.xpected  early  ne.xt  year  These 
,st  month's  rollout  of  Entertain- 
sylum,  a  site  on  aol  and  the 
movie,  tv,  and  music  buffs  host- 
he  hip  "screen  team."  aol  is 
Ms  will  be  its  second  smash  af- 


ter Ozzie  and  already  is  in  talks  for  ca- 
ble and  radio  spin-offs.  Cowen  &  Co. 
analyst  Jamie  Kiggen  figui-es  such  media 
cross-pollination  could  contribute  15% 
of  Studios'  estimated  $50  million  total 
revenue  in  2000.  "We'll  be  among  the 
two  or  three  leading  online  content  com- 
panies in  three  year-s,"  boasts  Ted  Leon- 
sis,  CEO  of  AOL  Studios. 

What  AOL  Studios  can't  create,  it  may 
buy.  On  Nov.  20,  Studios  is  expected  to 


announce  the  purchase  of  Extreme 
Fans,  in  which  aol  already  has  a  mi- 
nority stake.  It  will  relaunch  the  sports 
site  next  year  as  the  core  of  Real  Fans. 
Leonsis  is  mum,  but  insiders  also  say 
that  aol  is  in  talks  to  acquire 
Williamstown  (Mass.)-based  Tripod  Inc., 
the  14th  most  visited  Web  site,  which 
caters  to  Generation  X  users. 

It  doesn't  hurt  that  aol  is  now 
throwing  its  weight  behind  the  Studios 
arm.  After  a  rocky  year  of  quarterly 
losses,  a  low  cash  balance,  and  embar- 
rassing network  [jroblems,  aol  can  now 
afford  to  focus  on  content.  On  Nov.  6, 
aol  posted  fiscal  fii-st  quarter  1998  prof- 
its of  $19.2  million  on  record  revenues  of 
$521.6  million.  Six  days  later,  it  an- 
nounced a  $350  million  private  debt  fi- 
nancing, which,  with  an  infusion  from 
a  deal  to  sell  its  computer  network  to 
WorldCom  Inc.,  bolsters  aol's  cash  to 
$800  million — money  that  Studios  needs 
in  its  content  bid.  "Over  the  next  year, 
aol  Studios  will  come  into  its  own," 


AOL'S  WIDE  WORLD  OF  EN 

ENTERTAINMENT 
ASYLUM  Launched 
this  fall  on  AOL  and 
the  Web,  it  targets 
movie,  TV,  and  music 
fans.  AOL  hopes  to 
turn  Asylum  into 
radio  and  cable  shows, 
too.  But  it's  up 
against  established 
Web  sites  such  as  Mr. 
Showbiz,  and  E! 
Online. 


ELECTRA  Already  on 
AOL,  this  women's  site 
debuts  on  the  Web  in 
December.  It  offers 
info  and  chats  on 
career  issues, 
money,  relationships, 
and  style.  But  it's 
competing  against 
the  popular  Women's 
Wire  and  iVillage's 
Parent  Soup 
site. 


REAL  FANS  SPORT 
NETWORK  Already  on 
AOL  and  the  Web,  this 
site  will  get  significant 
enhancements  early 
next  year,  including  a 
push  to  highlight  local 
and  college  sports.  It 
battles  established 
champs  such  as  Dis- 
ney's ESPN  Sports- 
Zone  and  CBS's 
SportsLine. 


Not  iiist  big,  hut  tull,  rich,  and  litchkc.  It's  the  Bose  Wave  radio.  Small  enough 
to  fit  |ust  about  anywhere,  yet  its  patented  acoustic  waveguide  speaker  technology 
enables  it  to  fill  your  room  with  high-fidelity  stereo  sound.  There's  a  credit  card- 
sized  remote  control,  too.  You  truly  have  to  hear  the  Wave  radio  to  believe  it.  It's 
available  directly  from  Bose  for  just  $349.  Simply 
call  the  toll-free  number  to  learn  more  about  our  in- 
home  trial  and  satisfaction  guarantee.  Better  sound  through  research 

I'lf.lsc  spcuh  v.uir  uiliir  di.iKf  tci  ilu-  Wave  r.idi(.:  □impcri.il  White  □(■r.iphitc  &r.i\ 


Order  before 
December  15, 1997, 
for  free  shipping. 


Ask  about  our  interest-free  six-month  payment  plan.  Call  1-800-68 1-BOSE, ext.  R6572. 


I- 1  orporanon,  Ik-pr.  t  |)|»-l<h 


kI  trc'C  shipping;  offei 


.  MA  oroi-yihS.or  b\  iij  1-Xl.l0-Sf.2-BOSE  ( l-80()-Kf.2->-1|, 
m  he  comliintd  with  anv  other  offer.  Irisr.illment  pavment  plan  .ivail 


Turn  Your 
Television  Into 
A  Videophone. 


ViaTV  Phone  -  Only  $499 

The  new  ViaTV  videophone  lets  you  send  your 
live  video,  not  just  your  voice  ViaTV  works  over 
regular  telephone  lines  with  your  existing 
television  and  touch-tone  phone  No  PC  is 
required.  Video  calls  cost  the  same  as  regular 
phone  calls  A  great  way  to  do  business  or  stay 
in  touch  with  family  and  friends.  For  more 
information  call  toll-free  I-888-VIEW8X8. 
Or  visit  us  at  www.8x8.com 


8x8,  Inc. 


See  us  on  tlie  Web  at  http  //www  viaTV  com 


Need  an 
iimventory 
solution? 


We  have  one. 

Donating  your  excess  inventory 
earns  a  generous  tax  write-off 
for  your  company.  And  creates 
college  scholarships  for  needy 

students.  EAL  can  convert 
your  donation  of  inventory  into 
financial  aid. 
A  GREAT  SOLUTION. 

Request  a  free  guide 

to  learn  more. 
Call  (630)  69()-()()l() 
Fa.x  (630)  690-0565 
Email  scholar@eduassist.org 


Educational  Assistance  Ltd. 

P.O.  Box  302 1 
Glen  Ellyn,  IL  60138-302! 


The  Corporatio 


1 


vows  AOL  Chairman  Stephen  M.  Cse. 

Critics,  though,  are  skeptical.  Tgy 
question  whether  the  online  service  jas 
the  name  power  to  attract  a  large  aB- 
ence  and,  more  important,  advertisig 
Indeed,  aol's  $68.2  million  in  ad  .«, 
electronic  commerce  revenues  in  le 
fii'st  fiscal  quarter  of  1998  fell  shor)fti 
the  previous  quaiter's  $80  million, 
the  company  chalks  that  up  to  mj^e 
conservative  accounting  practices,  id 
agencies  complain  that  aol  isn't  giv|jg 
them  the  data  they  need  to  reach  s] 
cific  types  of  customers.  "Other  adv 
tising  vehicles  let  us  target  geograp 
cally  and  by  time  of  day,"  says  Scj 
Heiferman,  ceo  of  i-traffic  inc.,  a 
York  online  ad  agency. 
CREATIVE  GENES.  Wliat's  more,  the  c 
gories  AOL  Studios  is  targeting — eriL 
tainment,  women,  sports,  and  ga 
— ai-e  ovemm  with  deep-pocketed  riv; 
such  as  Walt  Disney  Co.  and  Time  W; 
er  Inc.  "aol  may  have  waited  a  Ir 
long,"  says  Candice  Caipenter,  chair 
of  iViUage,  the  biggest  maker  of  womi 
online  content  and  an  aol  part 
"They're  less  assured  of  ending  up 
the  No.  1  position."  And  so  far,  with 
exception  of  Ozzie  the  Elf,  aol  has| 
shown  it  has  the  creative  genes  to 
buth  to  compelling  content,  rivals  sa; 

Case  disagrees.  "Ti'aditional  me 
companies  may  think  it's  their  maniff 
destiny  to  lead  m  any  new  venue," 
says.  "But  we're  positioned  better 
be  a  major  player  in  interactive  medi; 

aol  cloes  have  a  keen  advantage 
the  premier  online  service,  with  10  m 
lion  subscribers,  up  fi-om  7  inilUon  just 
year  ago.  With  its  dominant  distrib 
tion  channel,  it  can  showcase  Studic 
content,  lowering  the  cost  of  conte 
creation  and  marketing.  While  mo 
Web  sites  spend  some  $50  million  befo 
breaking  even,  Leonsis  figures  he  c 
hit  the  magic  point  after  expenditures 
up  to  $20  million.  Entertainment  As 
lum,  foi-  example,  registered  200,0( 
page  views  a  day  within  the  fii'st  wee 
while  it  takes  most  Web  sites  a  yes 
to  reach  such  numbers,  Leonsis  said. 

Even  so.  Wall  Sti-eet  hasn't  been  co) 
vinced  aol's  cUstiibution  muscle  will  ca 
ly  Studios.  Leonsis'  efforts  to  raise  moi 
ey  this  year  through  private  placement 
met  vdth  investor  skepticism.  He  h 
since  withdrawn  them,  but  maintain 
investors  will  gain  confidence  as  th 
new  content  is  launched. 

If  Ozzie  &  Co.  can  stmt  their  stuf 
AOL  may  be  able  to  win  both  dollar|oi 
and  applause. 

Btj  Catherhie  Yang  in  Washingtor. 
with  Heather  Green  i7i  New  York  an< 
Ronald  Graver  in  Los  Angeles 


It's 


Which  ad 
did  you 
otice  first? 


Which  ad 
did  you 
notice  first? 


Half-Page  FSI  Ad 


Full-Page  FSI  Ad 


inces  are,  you  noticed  the  full- 
FSI.  Experience  shows,  the  bigger 
pace,  the  bigger  your  potential 
i  impact. 

true  in  your  advertising,  and  as 
rch  proves,  your  promotions  as  well, 
jse  according  to  Starch  Ad  Readership 
es,  full-page  Free-Standing  Inserts 
0  generate  57%  greater  awareness. 
\n  more  eye-opening,  the  top  clearing 
es  recently  reported  that  full-page 


FSIs  redeem  13%  to  15%  higher.  And 
new  consumer  research  has  shown  that 
full-page  ads  deliver  greater  incremental 
volume,  more  new  users  and  a  larger 
number  of  repeat  purchases. 

The  take-away:  If  you  want  to  build 
your  consumer  base,  your  business  and 
your  brand,  the  value  of  full-page  FSIs 
is  worth  noticing. 

To  learn  more  about  building  your  brand, 
call  the  FSI  Council  at  (888)  FSI-0881. 


fsi@amctec.com 


FSI  Coupons.  Rediscover  what  they're  worth. 


COUNCIL 

OF  NORTH  AMERICA.  INC 


Seems  our  most  ORIGIN|^s 


Bluer   sk\,    ijrccner    (jrass,    cleaner    air.   These    are    elements    we    see    in    the    ve  h  i  c  I  es'.M- 1 


develop, n,]  at  FORD  MOTOR  COMPANY.  I  ,ke  the  Synthesis  2010.  M  car  whose  body  is 


■»  r 


RTCn  I  ABl  T.  thanks  to  its  light^ueiqht  AIL  ALUMINUM  shell.  Which  is  jusl  as  strft^ 



auto  industry  leader  in  aluminum  fabrication.  As  well  as  an  innovator  in  the  applicaio 

i 

recycled   plastics.    Its   all   part    of  our   continuincj    effort    to    build   EN \'I RON M ENm[j 


1 

'10 
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^s  ARE  RECYCLED. 


fe  cars  that  combine  even  better  fuel  economv  and  HIGH  KE.CYL  LABILITY.  We 
is  visionary  thinking , powered  bj  the  latest  technology,  will  rejlect  positively  on  the 
f  all  our  lives.  Which,  at  Ford  Motor  Company,  has  always  been  our  original  idea. 


Lincoln    •  Mercury 


UALITY      IS      JOB  1 


motion,  contact  us  on  the  Internet  at  httpJ/wHw. ford. com 
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STAYING  IN  EOllTIES 
WITHOUT  LOSING  TOO  MUCH 


SLEEP 


!  shift 

id' 


You've  been  spooked  by 
the  stock  mai'ket's  haii- 
I'aising  volatility,  but 
you  don't  want  to  bail  out  of 
equities.  What  can  you  do'? 
Depending  on  the  size  of  yoiu" 
paper  profits, 
your  outlook 
for  the  mar- 
ket,  and  youi'  risk  tolerance, 
you  can  use  hedging  strate- 
gies as  comjjlex  as  options  or 
as  basic  as  zero-coupon  bonds. 
Done  the  right  way,  they  can 
help  protect  you  against  a 
market  swoon  while  still  let- 
ting you  eaiTi  capital  gains  if 
stocks  climb  higher. 

Historical  performance 
data  suggest  there's  good 
reason  to  remain  exposed  to 
equities,  especially  if  you're 
investing  for  the  long  haul. 
Since  1925,  estimates  Ibbot- 
son  Associates,  small-compa- 
ny stocks  have  earned  an  av- 
erage of  12.6%  a  year,  while 
large-company  stocks  have 
returned  10.7%.  Long-term 
U.  S.  government  bonds,  by 
contrast,  have  earned  5.1%, 
and  Ti-easury  bills  a  mere 
3.7%..  Hedging  costs  will  eat 
up  some  of  those  excess  re- 
turns, of  course.  But  you  do 
have  history  on  your  side. 
CLASSIC.  One  kind  of  shield 
is  to  buy  convertible  bonds 
(page  180).  But  the  classic  in- 
strument to  use  when  you 
want  to  protect  youi-  position 
in  a  stock  with  a  big  gain  is  a 
put  option.  A  put  gives  you 
the  right  to  sell  10<)  sh.ares  of 
a  stock  in  the  fulnr..  fit  a 
"stiike"  price  specifie(i 
Regardless  of  how  f  a-  ti 
stock   drops,  the  put 
guarantees  you  a  mini 
mum  selling  price 
and  thus,  a  profit— 
until  it  expires.  If 
the  stock  falls  to, 
say,  $5  below 
the  strike  price, 


INVESTING 


your  put  is  "in  the  money" 
and  worth  at  least  $500,  de- 
pending on  how  much  time 
remains  on  yoiu-  option  con- 
tract. You  don't  have  to  sell 
yoiu"  stock;  as  the  price  falls, 
the  value  of 
the  put  rises 
and  offsets 
losses  on  your  stock.  "Puts 
are  really  just  financial  insur- 
ance," says  John  Markese, 
president  of  the  National 
Assn.  of  Individual  Investors. 

You  pay  a  premium  for 
that  insm-ance:  the  cost  of  the 
put,  plus  commissions,  rang- 
ing from  $20  to  $60.  Take 
Motorola,  whose  stock  ^ — ^  _ 
was  trading  recently  ^V^, 
at  64i/.  A  Motorola 
put  with  a  strike 
price  of  60,  expiring  in 
April,  1998,  will  cost  you 
$450,  plus  commissions. 
Contracts  usually  run  up 
to  eight  months,  but  can 
stretch  as  far  as  three 
years.  Long-range  puts 
are  called  leaps,  foi' 
long-term  equity  antici- 
pation securities,  and  are 
available  on  indexes  as  well 
as     individual  stocks. 
"Everyone  who  uses  op- 
tions should  have  an  opin- 
ion on  a  stock's  price — how 
far  it  will  move,  and  in 
what  time  hoiizon,"  says 
Terry  Haggerty,  a 
senior  staff  in- 


structor with  the  Chicago 
Boai-d  Options  Exchange's  ed- 
ucation department.  Options 
are  traded  on  the  cboe  and 
the  American,  Philadelphia, 
and  Pacific  Coast  exchanges. 

A  way  to  offset  the  cost 
of  a  put  is  to  sell  a  call  option 
against  your  stock  at  the 
same  time.  A  call  gives  a 
buyer  the  right  to  purchase 
your  stock  in  the  future  at  a 
fixed  strike  price.  Combine  it 
with  a  put  and  you  have  cre- 
ated a  "collar"  (table).  You'd 
employ  a  collar  if  you  still 
think  there  may  be  modest 
potential  for  a  stock  to  gain. 


But  you'll  give  up  any  Eii'i 
profits  if  the  stock  explo 
You  may  want  to  u 
collar  if  you  have  a  sii 
cant  percentage  of  your 
sets  tied  up  in  one  stock 
can  also  buy  puts  and 
on  60  stock  indexes.  1 
work  the  same  way  as 
do  on  stocks.  Whether 
want  to  hedge  indexes  o 
dividual  stocks,  a  collar's 
is  the  difference  betwfttPrai 
what  you  get  for  selling 
call  and  buying  the  put, 
you  should  use  this  stra 
with  care.  Rolling  over 
and  calls  after  they  exft.31,r 
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t  expensive.  That's 
iggerty  suggests  lim- 
heir  use  to  periods 
pecific  events  might 
le  market  down, 
lu're  especially  bear- 
t  would  rather  not 
ito  options,  you  might 
3  shift  some  of  your 

0  into  a  contrarian 
fund  (BW— Mar.  17). 

1  the  use  of  short  sell- 
puts,  beai'  funds  tiy 

ge  against  a  major 
crash,  or  even  profit 
ne.  Most  bear  funds 
arned  in  terrible  re- 
1  recent  years  as  man- 
)und  themselves  fight- 
eemingly  indomitable 
arket.  But  October's 
^ave  a  few  of  these 
n  opportimity  to  shine. 

Prudent  Bear,  a  1- 
1  fund  vdth  $55  mil- 
assets  run  by  inde- 
it    money  manager 
Pice.  For  the  yeai-  end- 
31,  it  lost  10.92%,  vs. 


a  32.1%  gain  for  the 
Standai-d  &  Poor's  500- 
stock  mdex.  But  in  Oc- 
tober, it  became  the 
nation's  top-peifomiing 
mutual  fund,  according 
to  Morningstar,  re- 
tui'ning  9.6%  while  the 
s&P  fell  3.34%.  Tice 
now  expects  a  45% 
market  decline  within 
the  next  18  months. 
He  has  sold  short  70% 
of  his  portfolio's  assets, 
of  which  half  are  in 
technology  stocks  such 
as  Micron  Technology 
and  3Com.  Tice  also 
owns  puts  on  America 


How  a  Collar  Works 

Investors  who  want  to  continue 
holding  an  appreciated  stock  and 
protect  their  profits  a  t  a  relatively 
low  cost  can  set  up  a  collar  They  do 
this  by  buying  a  put  option,  which 
gives  them  the  right  to  sell  their  stock 
at  a  certain  price,  and — to  pay  for 
the  put — selling  a  call  option,  which 
gives  someone  else  the  right  to  pur- 
chase the  stock  at  a  specific  price. 
Here's  how  a  collar  works  on  100 
shares  of  IBM  worth  $103. 75  apiece. 

►  You  buy  a  put  with  a  strike  price  of  95 


well  below  the  23  for 
the  s&P  500,  makes 
these  stocks  value  plays. 
Of  course,  this  list  is 
just  a  jumping-off  point 
for  additional  research. 

What  if  you're  ultra- 
cautious?  In  that  case, 
consider  buying  zero- 
coupon  bonds  in  combi- 
nation with  stocks.  That 
way,  you  ensure  you 
can't  lose  your  original 
investment.  Zeros  guar- 
antee a  rate  of  retiun  on 
yom-  principal.  They  are 
sold  at  a  deep  chscount 
to  their  face  value,  simi- 
lar  to    U.S.  savings 


OnUne,  Dell  Computer,    for  $530  ($500  plus  a  $30  commission).        bonds.  Say  you  have 


Stanley  High-Tech    for  $482.50  ($512.50  minus  $30  commi^ion).      ^  g_  y^^j^,. 


the  .s&P  500,  s&P  400 
Midcap,  and  the  Mor- 
gan 
indexes. 

TOO  EXTREME?  Anoth 
er  bear  fund,  Rydex 
Ursa,  gained  2.28%  in 


►  You  sell  a  call  with  a  strike  price  of  115 


$15,000  to  invest.  Take 
$8,200  and  buy  a  $15,000 


►  The  total  cost  of  the  collar,  which 
expires  in  April,  1998,  is  $47.50  (the  dif- 
ference between  the  put's  cost  and  the 
call's  sale  price) 


ing  6.12%  and  matming 
in  2007.  Then  take  the 
remaining  $6,800  and  put 
it  in  equities.  Assuming  a 


October,   which   also   conservative  8%  annual 


made  it  one  of  the  top 
performers.  But  it  still 
is  off  20.38%.  for  the 
year.  Mathers  Fund, 
Comstock  Partners 
Capital  Value  A, 
Comstock  Partners 
Strategy  A  also  did 
slightly  better  than  the 


►  If  the  stock  price  climbs  above  115, 
you're  obligated  to  sell  the  stock  at  115. 
So  your  gain  is  limited  to  the  difference 
between  your  original  purchase  price 


return  in  stocks  over  the 
next  10  years,  you  will 
eara  $14,680  by  the  time 
the  bond  matui'es.  Even 
if  the  value  of  your 


and     ^"^Al^:   stocks  were  to  fall  to 


►  If  the  stock  stays  between  95  and 
115,  the  collar  expires  worthless  and 
you  continue  to  ovm  the  stock. 


zero  by  2007,  a  highly 
unlikely  pi"ospect,  you'd 
still  get  $15,000  back  by 


mai-ket  in  October.  Two    cashing  in  the 


other  bear  funds  are 
Linder  Bulwark  and 
Robertson  Stephens 
Contraiian  A. 

If  bear  funds  are 
too  extreme  for  your 
tastes,  you  might  think 
of  amassing  a  portfo- 
ho  of  defensive  stocks  that 
have  little  coiTelation  to  the 
movements  of  the  overall 
market.  An  easy  and  cheap 
way  to  sift  thi'ough  the  thou- 
sands of  stocks  available  is 
to  plug  into  one  of  the  stock- 
screening  sites  available  on 
the  Web  (BW— Sept.  22). 
Telescan's  Wall  Street  City 
(www.wallstreetcity.com)  is 
one  such  spot.  We  re- 
cently asked  it  to 
search  for  stocks 
with  common  de- 
fensive character- 
istics: low  volatil- 
ity over  the 
past  month, 
trading  vol- 


►  If  the  stock  drops  below  95,  you  have 
the  right  to  sell  it  at  95  no  matter  how  far 
down  it  goes.  Or  you  can  keep  the  stock 
and  sell  the  put  at  a  profit,  because  now 
the  buyer  owns  a  put  that  allows  him  to 
sell  it  at  greater  than  today's  value. 

DATA,  CHICAGO  BOARD  OPTIONS  EXCHANGE.  BUSINESS  WEEK 


umes  of  at  least  100,000 
shares  a  day,  low  price-eam- 
ings  ratios,  strong  balance 
sheets,  and  market  capital- 
izations of  more  than  $1  bil- 
lion. It  came  up  with  10  that 
weathered  this  year's  three 
market  downturns  better 
than  the  s&P  500. 

Telescan's  lineup:  Raychem, 
Tektronix,  Alcan  Aluminum, 
Echlin,  Lyondell  Petrochemi- 
cal, Hanson,  Armstrong 
World  Industries,  Avnet, 
Snap-On,  and  Aluminum  Co. 
of  America.  Except  for  Al- 
can, these  companies  all  re- 
cently traded  in  the  upper 
half  of  then-  range.  The  aver- 
age p-e  of  17  for  the  group, 


bond. 

"With  zeros  you  know 
exactly  how  much  you'll 
get  on  a  particular  day," 
says  Gary  Schatsky,  a 
New  Yoi"k-based  financial 
adviser  and  attorney.  But 
to  make  this  strategy 
work,  you  may  have  to 
hold  the  bond  to  maturity. 
Schatsky  points  out  that  the 
value  of  a  zero  can  gyrate 
more  wildly  than  that  of  a 
conventional  bond.  "They  are 
the  most  interest-rate  sensi- 
tive, and  thus  volatile,  of  all 
bonds."  You  also  have  to  pay 
current  taxes  on  interest  ac- 
ci-ued  on  zeros  even  though 
you  don't  get  the  cash  fi'om 
the  bond  until  it  matures. 

Indeed,  all  of  these  strate- 
gies have  some  risks  at- 
tached. But  if  you  believe  in 
the  value  of  owning  equities, 
they  may  help  you  keep  the 
stress  level  down  while  wait- 
ing until  the  market's  jitters 
subside.  Toddi  Gutner 
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BONDS:  TIME  TO  CRUISE 
FOR  CONVERTIBLES? 


During  the  stock  mar- 
ket rout  in  October, 
shares  of  Corporate 
Express,  an  office 

products  supplier,  dropped 
more  than  18%,  to  $14.69. 
But  its  con- 
vertible bond 
fell  only  2.5%.  Therein  lies 
the  beauty  of  convertibles — 
bonds  or  preferred  shares 
you  can  turn  into  common 
stock.  When  the  equity  mar- 
l\et  gets  jumpy,  convertibles 
can  be  a  haven.  Their  yields 
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stock  (they  average  3.3%, 
against  1.2%  for  Standard  & 
Poor's  500-stock  index).  Take  a 
Home  Depot  convertible  that 
yields  3.25%-,  matui-es  in  2001, 
and  can  be  converted  to  21.7 
shares  of  stock.  It  was  sell- 
ing recently  for  $1,310,  which 
represents  a 
7%  premium 
over  $1,223 — the  value  of 
those  21.7  shares.  Convert- 
ibles like  Home  Depot's  with 
low  yields  and  premiums 
move  closely  with  changes  in 
the  stock  piices,  wWle  those 
with  higher  premiums  and 
yields  act  more  like 
's.  Convert- 
's typically 
me  with 
three  years 
of  call  pro- 
tection, but 
you  can 
exchange 
them  at 


bond  prices,  and  a  modest 
outlook  for  equities  is  best 
for  these  securities,"  says 
Anne  Cox,  director  of  global 
convertible  research  for  Mer- 
rill Lynch. 

The  risk  in  convertibles 
comes  when  a  company's 
credit  quality  deteriorates  or 
the  Federal  Reserve  raises 
interest  rates.  Either  can 
cause  convertible  prices  to 
tank.  If  the  underlying  stock 
soars,  you  won't  share  in 
100%  of  the  gains.  Cox  notes 
that  when  a  company's  stock 
price  increases,  its  convert- 
ible generally  rises  two-thii'ds 
as  much. 

Mutual  funds  are  the  most 
practical  way  to  dive  into 
convertibles  (table).  That's  be- 
cause the  $120  billion  market 
is  dominated  by  institutions, 
making  it  hard  for  consumers 
to  find  issues  at  good  prices. 
You  also  benefit  from  the  di- 
versification a  fund  offers. 
Over  the  past  10  years,  con- 
vertible fimds  have  dehvered 
nearly  80%  of  the  returns  of 
the  average  diversified  stock 
fund  with  only  two-thirds  of 
the  price  volatility. 


Best  of  Both  Worlds 


FUND 

TOTAL  RETURN* 

1-YEAR  5-YEAR 

YIELD 

DAVIS  CONVERTIBLE  SECURITIES 

37.92% 

18.85% 

2.8% 

PACIFIC  HORIZON  CAPITAL  INCOME 

29.15 

17.69 

3.0 

FRANKLIN  CONVERTIBLE  SECURITIES 

22.19 

16.26 

4.8 

PUTNAM  CONVERTIBLE  INCOME  GROWTH 

22.91 

15.64 

4.1 

OP!>ENHEIMER  BONO 

19.56 

15.44 

4.5 

AVERAGE  STOCK  INDEX  FUND 

31.53 

18.76 

1.4 

AVERAGE  GENERAL  BOND  FUND 

7.79 

6.95 

5.8 

*Average  annual  return,  through  Oct.  31 

DATA:  MORNINGSTAR  INC 

help  shield  you  against  mod- 
erate declines,  but  they  still 
give  you  a  chance  to  make 
money  if  share  prices  take 
off.  "They  are  great  for  in- 
vestors who  are  afraid  to  be 
in  the  market  and  afraid  to 
be  out  of  the  market,"  says 
Michael  Rosen,  manager  of 
f  )pi)enheimer  Kond  fund. 

To  get  this  protection,  you'll 
to  pay  a  pr'emium  over 

'  *  i.iue  of  Ihe  common 
sha-' s  T'lat's  ''.  cause  con- 
vertibles carry  inher  yields 
than  their  cornp  -  as' common 


any  time  for  a  pre- 
detennined  number  of  stock 
shares. 

Not  surprisingly,  convert- 
ibles lag  during  market 
booms — but  not  by  much. 
The  Merrill  Lynch  All  Con- 
vertibles Index  was  up 
18.63%'  for  the  year  through 
Oct.  31,  vs.  22%  for  the  500 
underlying  stocks  in  the  in- 
dex. But  fi'om  Oct.  1  through 
Nov.  13,  when  stocks  fell 
().73%,  the  index  dropped 
only  2.96%.  Indeed,  today's 
market  of  "low  inflation, 
.steady  interest  rates,  stable 


When  you  ai-e  shopping  foi" 
convertible  funds,  decide 
whether  you  want  more  eq- 
uity exposure  or  bond  pro- 
tection. Davis  Convertible 
Securities  A  Fund,  the  top- 
performing  fimd  for  the  five 
years  ended  Oct.  31,  took  ad- 
vantage of  the  bull  market 
and  invested  25%-  of  its  $65 
million  in  assets  in  common 
stocks  and  real  estate.  As  a 
result,  it  gained  an  average 
of  18.85%  in  the  period,  beat- 
ing the  average  convertible 
fund  return  of  13.38%  and 
the  average  stock  index  re- 


turn  of   18.76%.  And^M 
Davis,  the  34-year-old  nut 
ager,  placed  a  big  bet  in 
financial  sector  with  a  h 
40%  of  his  fund  investetji 
the  convertibles  and  stcit 
of  banks  such  as  Citicorp  {tn 
insurers  such  as  Ameri|B 
International  Group.  M|g 
convertible  issues  in  his  pj 
folio  are  trading  with 
premiums,  which  make 
fund  perform  more  likel 
equity  than  a  bond  fud 
Consistent  with  that  chajts 
ter,  Davis  has  a  low  aver|fi 
conversion     premium  b 
around  20%.  ; 
TAMER  PLAY.  If  you're  Icfc. 
ing    for    a    tamer  p« 
Franklin  Convertible  Seep 
ties  Fund  and  Oppenheiife 
Bond  Fund  have  little  tow 
stock  holdings.  They  alsom 
vest  in  small-capitalizat|ii 
companies,  the  most  comrji 
in  the  convertible  univei|? 
Because  "small-  to  mid-c 
are  typically  underweight 
in  an  investor's  portfolio, 
is  a  great  way  to  play 
sector  without  the  volatj 
ty,"  says  Ian  Weinberg! 
certified   financial  planl 
with  LPL  Finj 
cial  Servic; 
Indeed,  Vj 
Street's  troul 
have  sent  so| 
managers 
buying  spre| 
Mitchell  Coi 
co-manager 
$249  mill 
Franklin  O 
vertible,  adc 
to  his  bigg 
position,  el 
ironies  comp; 
Dii  Group,  and  bought  M; 
IV  Industries,  an  industi 
conglomerate.  Both  fur 
have  low  25%  convers: 
premiums  and  their  yie 
top  4.5%. 

If  small  caps  ai'en't  to  y( 
liking,  Putnam  Converti 
Income  Growth  Ti'ust  1 
30%  in  stocks,  mostly  larj 
cap  value  plays  with  hij 
dividend  yields.  The  fimd 
an  overall  yield  of  4.14 
When  the  stock  market  tui 
shaky,  it's  nice  to  know  yc 
fimd  is  thi'owing  off  that  ki 
of  cash.  Toddi  Gnti 
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Fantastico. 

With  warm  inviting  atmosphere  and  a  rigorous  approach 
to  quality,  Camino  Real  Hotels  provide  all  the  business 
amenities.  Whether  you  require  a  private  conference 
room  or  you  re  having  dinner  with  a  client,  Camino  Real 
furnishes  the  ultimate  setting.  Prom  the  executive  floor 
of  the  Camino  Real  Club,  which  offers  a  wide  variety  of 
business  services  to  the  lavish  selection  of  leisure 
activities.  And  our  Corporate  Rate  package  makes  it  one 
deal  you  shouldn  't  pass  up. 


FOR  THOSE 
WHO  REACH 
BEYOND 

i 

Camino  Real. 

Hotels  &  Resorts 

CaU  1-800-7 -Camino 

(1-800-722-6466) 
or  your  Travel  Specialist 
httpV/w^-w  caniinoreal.com 


Mexico  City 


El  Fa  so,  Texas 


Ciiiiul(il(i/(ini 


njiunui 


•  Cancun  •  Las  Hadas,  Manzanillo  •  Puerto  Vallarta  •  Mazatlan  •  Acapulco  Diamante 

•  Oaxaca  •  Mexico  City  •  Guadalajara  •  Saltillo  •  El  Paso,Tex.'\s  •  Sumiya.  CrERXAVACA 

•  TuxTLA  Gutierrez  •  Chihuahua  •  Pi'ebla  •  Tijuana  •  Villahermosa  • 


The  Arc  of  Texas  is  commillcd  lo  securing  Ic^r  all  people 
with  developmcnlal  disabiliiic^  the  opportunilies  lo 
choose  and  realize  iheir  indi\  idual  goals. 

Opporlunilies  lo  li\'e,  work,  learn  and  pla)'  m  our  community. 

The  Arc  ol  Texas  is  a  non-prolit  organization  dedicated  to 
serving  people  with  dexelopmenial  disabilities  and  their  lamilies. 


•  •   •  • 

The  Arc  of  Tkxas 

(800)  2^2^.072')      (512)  A^A^hh')A 


DAFW/E4 


According  to  legend,  a  little  child 
had  a  drean^  about  the  best  way  to 
harvest  and  prepare  wild  rice.  That  it 
should  be  knocked  from  the  stalks 
with  blessed  sticks,  then  parched  in 
the  sun  and  danced  on  to  remove  the 
husks.  The  people  did  this  and  they 
made  it  through  the  winter  with 
enough  to  eat.  "Manomin"  was  the 
word  the  child  dreamed,  and  that  be- 
came the  word  for  rice.  "Menominee" 
is  the  name  of  the  tribe,  and  it  means 
"Keepers  of  the  Rice."  These  words 
and  traditions  came  from  the  dream 
of  a  child.  Which  is  just  one  reason  the 
Menominee  have  always  made  it  a  point 
to  talk  to  their  children.  And  to  listen. 


AMERICAN 
INDIAN 

COLLEGE 
FUND 


Help  save  a  culture  that  could  save  ours 
In/  supporting  the  29  American  Indian  colleges. 
American  Indian  College  Fund, 
mi  Osage  St.,  Bldg.  D,  Suite205-A,  Denver,  CO  80204. 
1-800-776-FUND. 


Special  thanks  to  the  US  West  Foundation  for 
underwriting  production  costs  for  this  advertisement. 


Change  goes  in. 
Change  comes  out 

Year-round,  The  Salvation  Army  takes  the  money  you  give  and  uses  it  to  make 
wondertui  i  hanges  all  over  the  country.  Last  year  alone,  we  assisted  over  26  million  individuals 

in  a  variety  of  ways.  We  supplied  food  to  the  hungry,  clothing  and  shelter  for  the  homeless, 
sent  children  to  summer  camp,  provided  relief  for  disaster  victims  across  the  country,  and  much 
more.  Of  course,  we  can't  make  our  contribution  without  yours.  So  give  to  The  Salvation 
Army  now  and  throLighout  the  year.  We  promise,  you'll  get  c  liange  back. 


NEED  KNOWS  NO  SEASON. 

www.SctI  va  tiona  rmyw^a .  org 


sonal  Business 


WINTER 
WONDERS 

Besides  the 

Olympic 

Games, 
Nagano's 
i  I  tractions 
::;cliide  the 
Zenkoji 
Buddhist 
temple 
complex 


MPICS  IN  JAPAN: 
PTER  BOOK  NOW 


arrangements  via  fax  (Oil 
8126  235-7802). 

Besides  the  Olympics, 
Nagano  offers  many  attrac- 
tions. Its  captivating  Bud- 
dhist temple  complex  of 
Zenkoji  is  weW  worth  the 
mile-long  walk  from  the  main 
train  station.  Nagano  is 
renowned  for  soba,  or  buck- 
wheat noodles,  which  the 
Japanese  believe  reduce  blood 
pressui'e.  You  won't  go  wrong 
at  any  of  the  soba  restau- 
rants near  Zenkoji,  where 
you'll  be  warmed  by  noodles 
in  hot  broth  with 
mushrooms  and 


ing  through 

10,  you  wouldn't 

s  the  Winter 

pics  this  north- 
city  will  host  is  more 
10  months  away.  The 
are  already  festooned 
)anners  and  paper 
s  put  up 
corporate 
's  such  as  Eastman 
Coca-Cola,  and  Kirin 
•y.  Despite  the  local 
ent,  tickets  and  rooms 
1  up  for  grabs.  Bar- 
'  hockey  finals  and  fig- 
ting,  "an  awfully  good 
n  of  events  is  avail- 
says  Don  Wihiams,  a 
esident  at  Cartan 
n  Manhattan  Beach, 
;he  sole  U.  S.  agency 
zed  to  sell  Nagano 
and  package  tours, 
could  be  the  biggest 
Olympics  ever,  with 
thletes  from  83  coun- 
ut  don't  tany  if  you're 
ring  a  trip  to  the  Feb. 
imes.  Some  1.2  million 
ors  are  expected, 
/  200,000  from  over- 
(Tiile  the  range  of  re- 
5'  tickets  is  extensive, 
\V  ai'e  left  for  any  giv- 
^ent.  The  Nagano 
ics  agenda  includes 
new  official  events: 
warding,  women's  ice 
,  and  curling, 
mo  will  be  the  south- 


mounting 


TRAVEL 


ernmost  site  ever 
to  host  a  Winter 
Olympics.  That  nor- 
mally wouldn't  be  a 
concern  in  moun- 
tainous and  snovyy 
Japan.  But  the 
weather  has  been  unseason- 
ably warm,  and  worries  are 
there  won't  be 
enough  snow. 
Koji  Otsuka  of 
the  Japan  Ti-avel  Bureau's 
Nagano  Olympics  Sales  Plan- 
ning Office  says  the  only  po- 
tential problem  is  at  the 
cross-country  skiing  site, 
which  is  at  a  relatively  low 
altitude.  But  officials  have 
said  they'll  be  ready  with  ar- 
tificial or  trucked-in  snow. 
CLACKING.  The  schedule  of 
events  promises  some  big  ex- 
citement. National  Hockey 
League  players  wiU  be  eligible 
to  participate  for  the  first 
time,  setting  up  a  ferocious 
likely  final  between  the  U.  S. 
and  Canada.  Speed  skaters, 
using  innovative  "clap"  skates 
with  hinged  blades,  could 
shatter  records,  albeit  at  the 
expense  of  losing  the  sooth- 
ing swish  of  traditional  skates 
to  an  annoying  clacking  sound. 

Nagano-bound  Americans 
have  three  options.  One  is  to 
buy  a  package  ft'om  Cartan 
that  includes  round-trip  air- 
fare from  Los  Angeles  to 
Tokyo,  lodging  at  the  Cyj^ress 
Hotel  in  the  resort  town  of 
Kaniizawa,  daily  bi-eakfast,  a 


set  schedule  of  event  tickets, 
and  transportation  to  the  far- 
flung  venues.  The  ah-inclu- 
sive  deals  run  $5,400  to 
$5,900  for  eight  days  and  six 
nights  or  nine  days  and  seven 
nights.  For  details  about  the 
packages  and  add-on  trips, 
contact  Cartan  at  800  818- 
1998  or  www.caitan.com.  The 
other  options  are  to  buy 
event  tickets  from  Cartan 
($25-$289)  and  stnictui-e  yom- 
own  trip,  or  enlist  friends 
in  Japan  to  make  arrange- 
ments. Officials  at  the 
Nagano  Organizing  Commit- 
tee (www.nagano.olympic.org) 
say  there  are  plenty  of  rooms 
at'  $80  to  $400  a  night.  The 
Nagano  Prefecture  Tourism 
Federation  can  help  with  ho- 
tel   bookings    and  other 


s 


wild  vegetables. 
HOT  SPRINGS.  For  a 
"^^L  more  substantial 
meal,    try  atmos- 
'^^"'•^^H  pheric  Suki-tei  (pro- 
noimced  ski-tay).  It 
specializes  in  beef 
fed    on  Nagano's 
piized  apples.  Be 
siu-e  to  have  some- 
one resei^ve  for  you 
in  advance  at  0262 
;M-1123.  Elsewhere,  the  area 
offers  quaint  villages  that  can 
take  you  back  to  19th  centmy 
Japan.  Best  preserved  are 
Nai'ai,  T^umago,  and  Magome, 
accessible  by  train  or  taxi. 

A  trip  to  Nagano  would  be 
incomplete  without  a  visit  to 
one  of  the  prefecture's  nu- 
merous hot  springs.  By  far 
the  best  is  the  Iwanoyu  inn 
at  the  quiet  Seni  spa.  It's 
usually  full,  so  get  a  Japan- 
ese-speaking fiiend  to  call  for 
reservations  at  0262  45-2453. 
Expect  to  pay  about  $200  per 
per'son,  wonderful  dinner  and 
bi'eakfast  included.  After  a 
long  day  at  the  Games, 
there's  nothing  like  a  soak  to 
get  you  back  in  shape  for 
more  excitement  tomorrow. 

Roheii  Neff 


^ORTH  NOTING 


■  IRA  ANALYSIS.  Some  new  Internet  sites  with  interac- 
tive w^orksheets  can  help  you  figure  out  which  individ- 
ual retirement  account  is  best  for  you.  They  also  help 
you  see  whether  it  makes  sense  to  convert  money  you 
have  in  a  traditional  ira  into  a  new  Roth  iRA.  The  best 
sites  are  www.vanguard.com  and  w- w^w.troweprice.com/ 
iraworksheet/main.html.  You  can  find  an  encyclopedia  of 
information  on  the  Roth  ira,  which  includes  extensive 
financial-planning  strategies,  at  www.rothira.com. 
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The  1997  Business  Week 

Russia  Summit 


In,  .,„!,, I  n,  „s^..,  Hihrii  will, 

HEWLETT-PACKARD 
COMPANY 

PLD TELEKOM  INC. 

SAP 

UNILAND  (RUSSIA) 

villi  III,  siijil,,',!  ,<l 

Finnair 

Ingosstrakh  Insur  ance  Co. 

Lenstroymaterlaly 
In  vestment- Financial 
Group 

North-West  GSM 

London  Business  School 

The  Harriman  Institute 
Columbia  University 


"The  cold  war 
was  the  most 
dangerous 
period  in  human 
history.  Today 
we  see  a  grow- 
ing market, 
talented  Russian 
workers,  and 
impressive 
technology." 

William  J.  Perry 

U.S  becretary  of 
Defense  I99'1-I997 


l:\  .S,,,ll  Miiisln.  mvilnnlri  nj 
.'/„  I'"i7  Hiisuiiss  II,,,'. 
h''i'\i,i  Sii/tiifiil 


**You  can  read  whatever  you  want 
to  read,  hear  whatever  you  want 
to  hear  about  Russia.*'  Opening  The  1997 

Business  Week  Russia  Summit,  tlie  former  Ru.ssiu  DL-])ut\ 
Prnnc  Mnustt-r  Gri<!,()ry  Yavlinsky  cited  one  oi  the  principal 
elialleni;e.s  ni  lii.s  country:  Tlie  nuilti])le  levels  ot  ■■.s|)nr" 
aj)|)lietl  to  e\  eiT  issue,  every  statistic.  Huncliecis  ol  husniess 
leailers  across  Russia  and  trnin  more  than  20  other  nations 
flocked  to  St.  Petershurj;  in  search  ot  uiiderstaiidini;  and 
contacts,  riie)'  tound  both  at  one  ol  the  most  siiccesstul 
Business  Week,  gatherings  ever  convened. 

Russian  Business  Conditions:  In  Dispute 

I  las  the  Russian  management  scene  changed  in  the  six 
N'cars  since  the  lall  ot  communism;'  Even  this  most  basic 
(|iiestion  finds  differing  o])iiii()ns  m  Russia.  "Things  have 
changed."  allows  Aiitti  Potila.  CEO  of  Finnair  and  a  long- 
time toreigii  ])articipaiit  in  Soviet  trade,  "but  the  Russians 
remain  the  same  and  the  \va\'  to  do  business  with  them  is 
certaiiiK'  the  same.  In  that  respect  nothing  has  changed.  " 

"Central  |)laniiiiig  is  dead  and  buried.  It  w  ill  not  be 
back."  says  \a\  linsky.  "I)ut  ])rivatization  has  not  solved  the 
prol)leins  it  was  siijjposed  to  address.  It  has  not  led  to  a 
( hange  of  management  at  the  coin|)aii\  level,  and  there  is 
no  inllow  of  new  investment  into  Russian  industry.  Forty 
|)ercenl  of  our  industrial  transactions  are  barter:  'Fliat  is  a 
subsistence  econoiiu.  Foi  t\  |)erceiit  ol  the  econoiii\'  is 
iiiRleiground.  "Fhe  Russian  |)ul)lic  harbors  a  huge  distrust 
ol  the  Russian  government.  One  hundred  firms,  mostlv  in 
oil.  gas.  and  armaments,  are  producing  ?>()%  of  the  gross 
iiatioiuil  prodiK  t.  w  hile  eniplox  iiig  less  than  j%  of  the  labor 
loice.  Entrenched  groups  are  lighting  to  ac(|uire  iiiono|)oK 
power  aiitl  o|)|jose  competition." 


BusinessWeek 


EXECUTIVE  PROGRAMS 


BeyoNcI  news,  fii/elligence. 


"Russia  is  at  the  crossroad 
We  must  change  the  whol 
concept  of  our  economic 
policy." 

Grigory  Yavlinsky 

former  Russia  Deputy  Prime  Minister 


"The  new  Russia  is  truly 
a  miracle,  the  land  of 
promise  if  one  invests  for 
the  future.  But  the  prob- 
lems are  mind-boggling. " 

Pehr  G.  Gyllenhammar 

senior  advisor,  Lazard  Freres  &  Co.  LLC; 
former  chairman  and  CEO,  Volvo  AB 


SPECIAL  ADVERTISING  SECTION 


IS  at  the  crossroads,"  Yavlinsky  warns.  "If 
remain  unchanged,  I  am  certain  tliat  Russia 
r  toward  a  criminal  and  oligarchical  system." 

was  criticized  in  the  Russian  media  for 
g  such  a  harsh  review  of  his  own  country 
1  audience  that  was  almost  half  foreign. 


Is  An  Investor? 

of  foreign  companies  who  were  active 
ys  of  the  Soviet  Union  tend  to  agree  that 
conditions  in  post-communist  Russia 
changed.  While  emphasizing  investment 
nities  available  and  pointing  out  several 
trends,  several  speakers  cautioned  die 
i  investor  that  Russia  remains  in  many 
izarre  place  to  do  business, 
ider  of  the  Russia-based  activities  of 
tion  Engineering  and  then  of  ABB, 
rari  became  one  of  the  most  experienced 
:essfi.il  foreign  managers  in  the  Soviet 
Jow  CEO  of  tne  giant  Indian-owned  Sun 
ies  brewing  and  investment  group  in 
bgari  says,  "The  game  in  Russia  is  specu- 
ussian  and  foreign  investors  alike  are  merely 
:o  buy  undervalued  assets  regardless  of 
performance.  This  is  why  so  little  has  been 
ished  in  restructuring  Russian  industry  and 
lagers  behave  exacdy  as  they  did  20  years 
ir  investors  are  hajjjjy  to  simply  wait  a  few 
sell  their  asset  for  five  to  seven  times  its 
;  price.  That's  where  the  money  is." 
ander  Savkin,  senior  vice  president 
iMBANK,  Russia's  fifdi  largest  banking 
tion,  agrees  that  the  low  prices  paid  for 
ivatized  properties  have  resulted  in  too 
/estors  "taking  a  wrong  approach." 
,  "We  should  increase  the  responsibility 
ors  for  the  economic  results  of  the  com- 
ley  buy." 


Talking  About  the 
Country? 

privatization  of  the  Soviet  economy  been 
by  speculators?  Not  according  to  Boris 
the  New  York-born  CEO  of  Renaissance 
who  is  one  of  the  most  prominent  privati- 
ivestors  in  Russia.  Jordan  has  attracted  bil- 
investment  capital  to  Russia,  most  notably 
illion  from  the  George  Soros  organization 
h-profile  telephone  company  privatization 
ivest). 

in's  experience  controlling  a  portfolio  of  a 
.ussian  comjjanies  "could  not  be  more  dif- 


ferent" fi-om  die  descripdons  offered  by  Asgari  and 
Potila.  "We  are  restructuring  businesses  from  the 
bottom  up,  removing  old  management,  replacing 
chief  executives,  bringing  in  western  leadership, 
restating  the  accounts,  ui)grading  production, 
pumping  in  billions  and  billions  of  dollars  in  fresh 
capital.  And  it  is  not  just  us.  This  is  happening 
across  the  board  in  this  country."  The  whole 
economy  is  being  restructured.  What  you  have  out 
there  is  one  big  'chapter  eleven.'  It's  not  official 
bankruptcy,  but  it  is  what  Americans  would  call 
bankruptcy,  and  Russia's  industrial  sector  is 
successfijlly  restructuring  its  way  out ." 


A  Patchwork  Quilt 

Prominent  Russian  political  commentator  and 
former  director  of  the  Russian  Center  tor  Political 
Studies,  Lilia  Shevtsova,  calls  her  country  "a 
patchwork  quilt  of  crisis  and  reform,  stagnadon 
and  dynamism.  Russia  has  it  all."  Acknowledging 
|jrol>lem  areas,  Shevtsova  says  it  is  time  to  pay 
attention  to  positive  trends:  "The  government 
is  paying  down  billions  in  pension  and  wage 
arrears.  It  is  also  trying  hard  to  get  rid  of  the  cozy 
government-business  arrangements  with  certain 
oligarchic  clans. 

"And  we  have  polidcal  stability.  That  is  very 
important.  Unfortunately,  it  remains  a  staliility  based 
on  manijiuladon,  on  disresjject  for  political  institu- 


FORGET  LENINGRAD.  WELCOME  TO 


ST.  PETERSBURG 


In  reverting  to  its 
pre-communist  nanne, 
Russia's  traditional 
'  'window-on-the- 
West"  signaled  its  de- 
termination to  regain 
its  former  strength." 
Governor  Vladimir 
Yakovlev  vows  to 
reestablish  his  city  as 
"a  center  for  northern 
Europe  and  the  Baltics 
in  the  tradition  set  by  Peter  the  Great" 


Vladimir  Yakovlev 

Governor  of 

St.  Petersburg,  Russia 


Says  Yakovlev,  "Russia's  ancient  window  on 
Europe  is  being  transformed  into  Europe's  gate- 
way to  Russia." 


The  1997 
BusinessWeek 
Russia  Summit 


"The  game 
in  Russia  is 
speculation.This 
is  why  so  little 
has  been 
accomplished  in 
restructuring." 

Max  Asgari 

chairman.  SUN  Group 
of  Companies  (CIS); 
chief  executive  officer, 
SUN  Brewing  Ltd.; 
vice-chairman,  SUN 
Capital  Partners  Ltd. 


"Things  have 
changed,  but 
the  way  to  do 
business  in 
Russia  is  the 
same  as  before." 

Antti  Potila 

chief  executive  officer 
Finnair 


Networked  Management  Systems 
For  Russia:  Chicken-Egg  Challe 


"The  whole 
economy  is 
being  restruc- 
tured.What  you 
have  out  there 
is  one  big 'chap- 
ter eleven'." 

Boris  Jordan 

president  and  chief 
executive  officer, 
Renaissance  Capital 
Group 


tioiis,  and  on  the  fact  that  societ)'  is  too  tired  and 
finstrated  to  seek  another  alternative."  Still,  the  stabil- 
itv  itself  must  count  as  'good  news'  in  today's  Russia. 

Nicholas  Stem,  chief  economist  of  the  European 
Bank  for  Reconstmction  and  Development,  recog- 
nizes that  "it  is  not  always  easy  here.'"  but  adds 
"We  have  not  had  any  disasters  and  one  can  be  veiy 
successflil  here.  To  take  away  a  picture  of  diaos  and 
corruption  and  impossible  conditions  is  not  riglit." 
Stern  reports  that  the  EBRD  has  invested  more 
than  $j  billion  in  the  Russian  economy.  The 
bank  is  experiencing  particular  success  in  fimding 
smaller  enteiprises,  "credit  lines  of  a  few  tens 
of  thousands  to  a  few  hundreds  of  thousands  of 
dollars.  The  default  rate  is  less  than  1%.'" 

Stern's  research  group  at  the  EBRD  estimates 
that  "about  70%  of  Russia's  output  is  now  in 
the  private  sector.''  Says  Stern.  "That's  not  far  off 
what  you  find  in  a  number  of  OECD  countries.  So 
Russia  is  now  a  market  economy,  but  it  is  a  peculiar 
one.  with  peculiar  patterns  of  ownership,  peculiar 
patterns  of  competition:  and  a  peculiar  set  of  social 
and  financial  responsibilities  placed  on  finns." 


The  Whiz-Kid  of  Russian  Distribution 


He  looks  like  a  teenager  but  Oleg  Leonov 

owns  one  of  the  largest  import,  and  distribution 
connpanies  in  Russia, Ttiis  sawy  28  year-old  busi- 
nessman who  began  by  creating  a  tiny  mail  order 
company  just  six  years  ago  is  now  the  leader  of 
an  import,  trucking,  and  wholesaling  empire  whose 
revenues  will  cross  the  half-billion  dollar  mark  this 
year  In  a  country  where  more  than  half  the  food 
IS  imported,  UNILAND  is  the  distributor  of  choice 
for  many  North  American  and  European  brands. 


"Our  sales 
volume  doubles 
every  year. 
That's  better 
than  Coca  Cola." 


Oleg  Leonov 

President,  UNILAND 


Facing  Down  The  Mafia 

Russia  poses  special  challenges  to  the  goods  dis- 
tributor. "Organized  crime  is  prevalent  in  Russia," 
says  Leonov,  "because  the  law  enforcement 
system  is  not  large  enough.  Some  companies  try 
to  protect  themselves  by  establishing  undenA'orld 
connertions,  but  then  it  becomes  difficult  to  break 
out  of  the  VICIOUS  circle  of  payments  for  protertion.  Now  that  UNIL7\ND 
has  become  a  national  leader  in  our  sphere  of  artivity  the  Russian  law 
enforcement  system  is  actually  serving  our  company  quite  well.  We  still 
encounter  the  criminal  groups,  but  our  arrangements  with  the  official 
authorities  and  with  private  security  companies  are  protecting  our  drivers, 
our  outlets,  and  our  clients'  goods  very  effertively." 

Uniland  plans  to  sell  US$  1 .35-billion  in  1999. 
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Russia's  technological  abilities  are  world-class,  t 
untried  with  capitalist  corporate  management. 
As  Russian  enterprises  seek  to  compete  globa  v>- 
networked  management  systems  are  their  bes 
hope  of  a  speedy  transition  and  full  integratior 
with  the  world  economy 

Henning  Kagermann,  member  of  the  executi 
board,  SAP  AG.  "Ma 
Russian  enterprises 
want  to  develop  th^ 
own  software  -  'reir^in. 
vent  the  wheel,'  It 
takes  a  company  tw 
years  and  a  lot  of 
money  to  understar 
it  is  wiser  to  install 
standard  systems  th, 
have  been  proven 
elsewhere.The  Russian  company  smart  enougf  ^^^^ 
to  immediately  apply  standard  software  will 
save  itself  millions  and  make  itself  much  more  ^ 
attrartive  to  foreign  partners  and  investors."  ^^'"^ 

[[.Some 

James  Hatt,  chairman  and  chief  executive  offic  fuectin 
PLD  Telekom  Inc.  "Russian  businesses  have  muc  ^^,( 
to  learn  about  what  a 
telecommunications 
network  can  do:  The 
right  data  and  voice 
solutions  can  generate 
economic  returns. The 
concepts  of  network- 
based  solutions  in  billing 
or  internal  communi- 
cation are  completely 
new  here.  But  the  com- 
panies in  St.  Petersburg  are  eager  to  learn  and 
apply  the  latest  telecom  technologies,  especially 
the  internetThey  know  these  connertions  wi 
their  gateway  to  the  world." 


iofmnsi 
tlienij 

Alex  Sozonoff,  vice-president  and  general  mar  '"^^^  '^ 
ager  computer  orgai 


zation,  marketing  anc  j 
operations,  Hewlett- 
Packard  Company 
"Companies  value 
technology  innovatio 
and  embrace  compL 
ter  systems  only  wh< 
It  provides  tangible 
business  benefits,  su' 
as  improved  financia 
results.  In  fart  Russian  IT  users  have  the  benefit 
of  generally  not  being  burdened  by  legacy  systen 
and  can  therefore  be  more  innovative  and  depic  L.iJiet, 
modern  concepts  and  technologies  such  as  clien 
server  architertures  and  Internet-based  systems 
more  rapidly" 
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ough,  But  We're  Confident 

tives  at  The  Business  Week  Rmsia  Summit 
early  unanimous  in  the  view  tliat  Russia 
entually  succeed  in  its  transition  and  become 
active  and  enomious  player  on  die  world 
ss  scene.  "We  have  a  long  relationship  with 
that  has  survived  many  pohtical  storms," 
eutsche  Bank  chief  economist  Norbert 
•.  "We  are  happy  diat  the  storms  are  now 
ig  in  the  right  direcdon.  The  rules  of  die 
ire  shaping  up.  That  means  diose  of  us  who 
;d  to  playing  by  rules  instead  of  at  the  discre- 
a  dictatorship  can  now  interact  more  con- 
vely.  There  are  sdll  limitations  and  we  do  not 
ak  the  difficuldes.  A  lot  remains  to  be  done." 
ah  Carey,  U.S.  co-chair  of  the  Legal  Com- 
of  the  U.S.-Russia  Business  Council  and  a 
r  with  Steptoe  &  Johnson  LLP,  reminds  die 
ial  foreign  participant  in  the  Russian  econo- 
it  "die  legal  infrastructure  for  investment  is 
ritten  over  a  short  period  of  time,  and  consd- 
legal  revolution  -  a  miracle  given  the  volume 
diat  had  to  be  passed  to  create  a  whole  private 
Some  Russian  laws  contain  imperfections, 
le  contradictory,  but  it  is  now  possible  to 
our  way  through  a  primitive  court  system." 
X  or  seven  authorities  have  overlapping, 
ting  jurisdictions,"  says  Richard  Dean,  of 
;rt  Brothers,  at  ten  years  Russia's  longest- 
r  foreign  lawyer.  "A  big  problem  is  finding 
ht  authority.  And  then  it  is  not  a  coherent 
;s.  It  is  time  consuming  and  often  involves  as 
explaining  to  them  what  you  are  trying  to 
e  as  it  does  actual  negotiation." 
ron  Martin,  an  American  who  is  vice- 
ent  for  corporate  finance  at  die  prominent 
in  investment  company  Centrelnvest  Group, 
constant  uncertainty.  "There  is  always  a 
e  rug  may  get  pulled  out  fi^oni  under  you." 
;ed  to  it,  suggests  Finnair  CEO  Antti  Potila: 
nation  has  always  lived  in  uncertainty. 
iJture  is  based  on  uncertainty.  The  Russian 
;  feel  that  diey  have  to  live  in  uncertainty,  and 
n  be  seen  everywhere,  even  in  business." 

B 

rules  are  changing  in  multiple  ways  at  once,  like 
g  tectonic  plates,"  says  Steptoe  and  Johnson's 
Carey,  "but  at  least  diey  are  moving,  and 
g  successfully.  The  bureaucracy  is  worse  in 
the  corruption  worse  in  Indonesia.  There  are 
Fheadline  cases  involving  incredible  entrenched 
;ement  diat  just  won't  change,  but  most 
3rs  are  successfully  exercising  dieir  rights, 
cturing  dieir  companies,  moving  forward." 


Bill  Perry's  Russian  Odyssey 


As  U.S.  Secretary  of  Defense.  William  J.  Perry 

played  a  central  role  in  Russia-U.S.  relations 
during  a  period  of  dramatic  change.Today  Bill 
Perry  is  playing  a  very  different  role  in  Russia, 
as  he  revealed  during  his  comments  at  TTie 
Business  Week  Russia  Summit 

Bill  Perry  Then... 

"The  Cold  War  confrontation  betv^^een  the 
U.S.  and  the  Soviet  Union  can  be  compared 
to  two  men  facing  each  other,  each  with  a  gun 
in  his  hand  pointed  at  the  other  man's  head, 
fingers  quivering  on  the  trigger,  whWe  shouting 
insults  at  each  other,  threatening  the  extinction 
of  civilization.  This  is  not  an  exaggeration.  The 
cold  war  was  the  most  dangerous  period  in 
human  history." 

Bill  Perry  Now: 

"I  am  a  board  member  of  United  Technology 
Corporation,  which  has  extensive  business 
operations  here  in  Russia  Our  Otis  Elevator  has 
a  large  factory  here  in  St  Petersburg.  UTC  also 
has  a  joint  venture  wrth  a  rocket  engine  com- 
pany, a  jet  engine  company,  and  a  company  that 
has  converted  from  military  supplies  to  making 
air  conditioners.  UTC  has  major  commitments 
in  Russia  because  we  see  a  growing  market  of 
talented  Russian  workers,  and  impressive  tech- 
nology available.  We  are  now  beginning  to  see 
payoff,  so  the  decision  to  come  here  in  a  big 
way  was  a  good  decision." 

Former  Deputy  Prime  Minister  Grigpry 
Yavlinsky  was  more  critical  of  his  country  than  any 
of  die  businesspersons  who  spoke.  He  was  also 
die  most  hopeful,  suggesting  die  inevitability  of 
improvement,  and  inviting  foreign  participation. 
"If  you  want  to  have  a  harvest  in  autumn,  you  must 
plant  in  spring,  even  if  the  weather  is  bad.  Well 
just  now  in  Russia  die  weadier  is  extremely  bad  - 
but  it's  definitely  spring.  So  you  are  welcome. 

"We  must  change  die  whole  concept  of  our 
economic  jiolicy,  but  Russia  can  cope  widi  all  diese 
problems.  Tremendous  change  has  taken  place 
already  and  the  Russian  people  have  demonstrated 
that  they  have  the  will,  the  wisdom,  and  the 
patience  for  reform." 


BusinessWeek 

EXECUTIVE  PROGRAMS  % 


Beyond  news.  Intelligence. 


The  1997 
Business  Week 
Russia  Summit 


"The  storms 
are  now  blowing 
in  the  right 
direction." 

Norbert  Walter 

chief  economist 
Deutschebank 


"Most  investors 
in  Russia  are 
successfully 
exercising 
their  rights, 
restructuring 
their  compa- 
nies, moving 
forward." 

Sarah  Carey 

Partner  Steptoe  & 
Johnson  LLP 
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;e  trom  last  week  -0.2% 
;e  from  last  year:  6.6% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Hoy.  8=126.2 
1992=100 


jv  Mar.  July  Nov 

96  1997  1997  1997 

dex  Is  a  4-week  moving  average 

ction  index  slipped  in  the  week  ended  Nov.  8.  Before  calculation  of  ttie  four- 
ng  average,  the  index  climbed  1.1%  to  126.9  from  125.5  a  week  ago.  After 
djustment,  output  of  electricity,  oil,  and  lumber  were  down.  Auto  production 
M%  gam,  and  trucks  were  up  by  6.7%.  Large  weekly  increases  were  noted 
dge  Intrepid  (54.8%),  Pontiac  Grand  Prix  (31.6%),  Oldsmobile  Intrigue 
and  Dodge  Viper  (23.7%).  Steel,  coal,  and  rail-freight  traffic  were  also  up. 
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NG  INDICATORS 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

RICES  (11/14)  S&P  500 

928.35 

927,51 

25.9 

ATE  BOND  YIELD.  Aaadl  14) 

6.89% 

6.93% 

-2.7 

lAL  MATERIALS  PRICES  (11/14) 

103.3 

104.1 

-2,4 

S  FAILURES  (11/7) 

NA 

NA 

NA 

TATE  LOANS  (ii/5)  billions 

NA 

NA 

NA 

lUPPLY,  M2  (11/3)  billions 

$3,993.1  $3,977.4r 

5.3 

CLAIMS.  UNEMPLOYMENT  (11/8)  thous 

310 

316 

-6.6 

Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index  1990=100), 

eserve,  Labor  Depi 

.EST  RATES 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

.FUNDS  (11/18) 

5.45% 

5.50% 

5.29% 

CIAL  PAPER  (11/18)  3-month 

5.66 

5.60 

5,41 

BATES  OF  DEPOSIT  (11/19)  3  month 

5.77 

5.77 

5.38 

ORTGAGE  (11/14)  30-year 

7.37 

7.38 

7.79 

IBLE  MORTGAGE  (11/14)  one-year 

5.68 

5.65 

5.72 

11/14) 

8.50 

8.50 

8.25 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


STEEL  (11/15)  thous.  of  net  tons 

LATEST 
WEEK 

2,160 

WEEK 
AGO 

2,189# 

YEARLY 
%  CHG 

12.6 

AUTOS  (11/15)  units 

133,052 

134,283r# 

6,6 

TRUCKS  (11/15)  units 

143,023 

147,725r# 

18.2 

ELECTRIC  POWER  (11/15)  milhons  of  kilowatt-hrs,  62,582 

60,970# 

0.8 

CRUDE-OIL  REFINING  (11/15)  thous.  of  bbl./day  14,418 

14,477# 

1.8 

COAL  (11/8)  thous.  of  net  tons 

20,999# 

20,591 

1.0 

LUMBER  (11/8)  millions  of  ft. 

455, 8# 

460,7 

-6.2 

RAIL  FREIGHT  (11/8)  bilhons  of  ton-miles 

27. 2# 

27,2 

-1.4 

Sources:  American  Iron  &  Steel   Institute,  Ward's 
Institute,  American  Petroleum  Institute,  Energy  Dept 
American  Railroads 

Automotive  Reports.  Edison  Electric 
,  WWPAl.  SFPA2,  Association  of 

PRICES 

GOLD  (11/19)  $/troy  oz. 

LATEST 
WEEK 

305.950 

WEEK 
AGO 

308,150 

YEARLY 
%CHG 

-19,3 

STEEL  SCRAP  (11/18)  #1  heavy,  $/ton 

143  50 

143.50 

23.2 

COPPER  (11/14)  e/ib. 

92.4 

93.3 

-9.9 

ALUMINUM  (11/14)  e/ib. 

79,0 

78.0 

14.8 

COTTON  (11/14)  strict  low  middling  1-1/16  in.. 

e/lb.  68.69 

70.12 

-0.4 

OIL  (11/18)  $/bbl. 

19.71 

20.21 

-20.0 

CRB  FOODSTUFFS  (11/18)  1967=100 

251.52 

251.58 

11.1 

CRB  RAW  INDUSTRIALS  (11/18)  1967=100 

327.42 

328,74 

-1.1 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX.  Commodity  Research  Bureau 

market,  Metah 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (11/19) 

LATEST 
WEEK 

127  37 

WEEK 
AGO 

126.06 

YEAR 
AGO 

111.23 

GERMAN  MARK  (11/19) 

1.73 

1.73 

1.50 

BRITISH  POUND  (11/19) 

1.69 

1.70 

1.68 

FRENCH  FRANC  (11/19) 

5.80 

5.78 

5.07 

ITALIAN  LIRA  (11/19) 

1696.8 

1688.5 

1498.2 

CANADIAN  DOLLAR  (11/19) 

1.42 

1.41 

1.34 

MEXICAN  PESO  (11/19) 

8.280 

8.340 

7.887 

TRADE-WEIGHTED  DOLLAR  INDEX  (11/19) 

107.2 

106.5 

96.8 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars.  Trade-weighted  dollar  via  J. P.  Morgan. 


3  m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  hsted)  include  machinery  and  defense 
.  l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r^revised       NM=Not  meaningful 


iE  WEEK  AHEAD 


L  BUDGET 

Nov.  24,  2  p.m.EST>-  The  Trea- 
t.  is  likely  to  report  a  deficit  of 
on  for  October,  the  first  month  of 
98.  That's  the  median  forecast  of 
5ts  surveyed  by  r^MS  International, 
ne  McGraw-Hill  Companies.  In 

1996,  Washington  posted  a  $39. J 
gbt  as  the  federal  deficit  totaled 
illion  for  all  of  fiscal  1997,  the 
udget  gap  in  23  years. 

lER  CONFIDENCE 

Nov.  25,  10  a.m.EST>-  The  Con- 
Board's  index  of  consumer  confi- 
<ely  stood  at  123  for  November, 
ing  would  be  little  changed  from 


October's  123.3,  suggesting  that  the  tur- 
moil m  the  global  financial  markets  has  not 
caused  households  to  worry.  Consumers  are 
probably  concentrating  more  on  the  bright 
outlook  for  job  prospects. 

REAL  GROSS  DOMESTIC  PRODUCT 

Wednesday,  Nov.  26,  8:30  a.m.EST^  The 
MMS  median  forecast  expects  that  the  Com- 
merce Dept.  will  report  that  the  third-quar- 
ter economy  grew  at  an  annual  rate  of 
3.5%,  unchanged  from  the  initial  estimate 
of  a  month  ago.  Real  gross  domestic  prod- 
uct grew  at  a  3.3%  pace  in  the  second 
quarter.  Aftertax  corporate  profits  likely  rose 
2.1%  in  the  third  quarter  over  the  second, 
when  they  grew  1.7%, 


DURABLE  GOODS  ORDERS 

Wednesday,  Nov.  26,  8:30  a.m.EST^-  New 
orders  taken  by  durable  goods  manufactur- 
ers likely  increased  0.5%  in  October,  on 
top  of  a  0.1%  gam  in  September  and  a 
2.5%  surge  in  August. 

PERSONAL  INCOME 

Friday,  Nov.  28,  8:30  a.m. est^  Personal 
income  probably  increased  a  solid  0.5%  in 
October,  says  the  mms  survey,  after  a  0.4% 
advance  in  September.  The  October  gain  is 
suggested  by  the  strong  growth  in  payrolls 
and  hourly  earnings.  Consumer  spending 
likely  rose  0.3%,  after  gaming  0.2%  in 
September.  The  small  increase  is  suggested 
by  the  weakness  in  retail  sales. 


BUSINESS  WEEK  /  DECEMBER  1,  1997  187 


Week 

Online 


Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


Sunday 

^^^^^^^^^^^J    Tnn  cnnn  fn  nlon  ii 


< — 


Too  soon  to  plan  for  next 
year's  taxes?  Not  at  all, 
especially  since  most  of  this 
year's  tax  reforms  don't  kick 
m  until  1998 — and  there  are 
thmgs  you  should  do  before 
yearend.  CPA  and  tax  whiz 
Jim  Vonachen  has  the 
answers  you  need,  Nov.  23 
9  p.m.  EST  in  BW  Online's 
Conference  Room 

Monday 

Enterprise  is  the  edition  of 
Business  Week  especially  for 
small  business  and 
entrepreneurs — and  BW 
Enterprise  chats  are 
designed  to  help  you  run  and 
build  your  business  better. 
Nov.  24 

8  p.m.  EST  in  the 

BW  Enterprise  Chat  Room 

AOL  keyword:  BW 


scripts  of  all  conferences 
J  -  j  /ailable  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  Aer  each  event 


'roi  3  fres  trial  diskette 
incHJding  50  free  hours  on 
AOL.  call  1-800-641-4348 
■<ff!  mention  Business  Week. 


Index  to  Companies 

Tills  index  gives  the  starting  page  for  a  stoty  or 
feature  witti  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  onjy  in  tables  aie  not  included. 


ABB  64 

Adobe  Systems  (ADBE)  20 
Advance  Publications  6 
Airbus  Industne  62 
Air  France  122 

Air  Packaging  Technologies  119 
Alcan  Aluminum  178 
Alcoa  (AA)  178 
Amencan  Airlines  (AMR)  38 
Amencan  Express  (AXP)  42 
Amencan  International  Group 
(AIG)  180 

Amencan  Science  &  Engineenng 
(ASE)  122 

Amencan  Superconductor 
(AMSC)  119 

Amenca  Online  (AOL)  173,178 
Amway  16 

Andersen  Consulting  58 
Apple  Computer  (AAPL)  24, 159 
Armani  (Giorgio)  58 
Armstrong  Wodd  Industries  178 
Associates  First  Capital  37 
AT&T(D  16 
Audi  134 
Avnet(AVD  178 
Avon  Products  (AVP)  40,44,64 

B 


BAA  122 

Bankers  Trust  New  Yori<  (BTl  150 
Bank  of  Amenca  (BAG)  37, 64 
Bank  of  Tokyo-Mitsubishi  64 
Bausch  &  Lomb  (BOL)  44 
Bayer  64 
Bean  (LL)  58 
Bernstein  (Sanford  C.)  36 
BlKkbuster  Video  (VIA)  156 
Bloomberg  13.44 
Bloomingdale's  (FD)  42 
BMW  134 
Boeing  (BA)  62 


Caltex  58 
Cartan  Tours  181 
Case(CSE)  64 
Cathay  Pacific  Airways  62 
Charoen  Pokphand  Group  58 
Chrysler  (C)  64,134,148.159 
Cisco  Systems  (GSCO)  58 
Citicorp  (CCD  28. 180 
Cityscape  Financial  37 
C/NET  126 

Coca-Cola  (KG)  58. 64, 181 
Compaq  Computer  (CPQ)  44,  58. 
64.159 

Gomstock  Partners  178 
Conference  Board  187 
Consolidated  Cigar  (GIG)  156 
GoreStates  Financial  (CFl)  152 
Corporate  Express  (CEXP)  180 
Gowen  173 

cue  International  (CU)  6 
Gyanco  119 


Daves  Army  &  Navy  Store  70 
Davis  Convertible  Securities  A 
Fund  180 
Deere  (DE)  165 
Dell  Computer  (DEU.)  58.178 
Deloitte  &  Touche  42 
Dll  Group  (DOVT)  180 
Doosan  Group  58 
Dow  Jones  44 
Duke  Energy  44 


Eastman  Kodak  (EK)  181 
Echim  178 

EG&G  Astrophysics  (EGG)  122 
Engemann  (Roger)  10 
Ericsson.  LM,  (ERIGY)  58 
Ernst  &  Young  40 
Excel  Communications  (ECl)  16 
Exxon  (XON)  10 


Federal  Express  (FDX)  32 
Rdelity  Investments  156 
First  International  Computer  58 
First  Union  (FTU)  152 
Flextronics  International 
(FLfXn  58 

Foote  Cone  S  Belding  70 
Ford(F)  64,134.148,159 

Forrester  Research  173 
Forstmann  Little  8 
Franklin  Convertible  Secunties 
Fund  180 

Fnedman  Billings  Ramsey  152 
Frontier  (FRO)  44 
FurmanSelz  134 


GaloobTciys(GAU  156 
Gap  (GPS)  40 
Gateway  2000  (GATE)  126 
General  Cigar  (MPP)  156 
General  Motors  (GM)  64,134, 
148,159 

Gerard  Klauer  Mattison  156 
Gilliam  10 

Goldman  Sachs  44,48,52, 154 

Green  Tree  Financial  (GNT)  36, 37 
Gulfsteam  Aerospace  8 

H 


Hambrecht  &  Quist  119 
Hanson  178 

Hewlett-Packard  (HWP)  58, 64 
HFS (HFS)  44 

Hokkaido  Takushoku  Bank  52, 
190 

Holiday  Hospitality  64 
Home  Depot  (HD)  180 
Honda  (HMG)  64,134 
Honeywell  (HON)  64 
Hongkong  Resorts  58 
HSBC  Investment  Bank  Asia  58 
Hypobank  150 

I 


Ibbotson  Associates  178 
IBM  (IBM)  24,159 
IGF  Kaiser  10 

Industnal  Bank  of  Japan  52 
ING  Banng  Securities  (Japan)  52 
Interlink  Electronics  20 
InterNAP  Network  Services  119 
International  Data  Group  126 
Inventue  150 
Invictus  Partners  150 
InVision  Technologies  122 
i-traffic  173 

rrT(rrT)  6 

IVillage  173 


Jacobs  &  Associates  134 
Japan  Airline'  122 

K 


Kensington  Microware  20 

Kenworth  165 

Key  Tronic  (KTOG)  20 


Kinn  Brewery  181 
Klein  (Calvin)  58 
Kleinwort  Benson  Securities 
(ASIA)  62 
Korean  Air  122 


Laura  Ashley  Holdings  44 
Lazard  Freres  6 

Leading  Market  Technologies  150 
Legend  64 

Lehman  Brothers  (LEH)  148 
Levi  Strauss  70 
Little  (Arthur  D.)  134 
Lockheed  Martin  (LMT)  122 
Logitech  20 

LPL  Financial  Services  180 
L3  Communications  122 
Lucasfilm  119 
Urfthansa  62,122 
Lyondell  Petrochemical  178 

M 


MAC  126 

Macy's  (FD)  42 
Magal  Security  Systems  122 
Management  Honzons  42 
M&G  Group  154 
Mark  IV  180 
Mathers  Fund  178 
Matsushita  (MG)  64 
McGraw-Hill  (MHP)  187 
MCI  Communications  (MClC)  16, 
119 

Mercedes  (DAD  134 
Mercury  Asset  Management  154 
Mercury  Rnance  (MFN)  37 
Memll  Lynch  (MER)  126.154,180 
Micro  Machines  (GAL)  156 
Micron  Technology  (MICN)  178 
Microsoft  (MSFT)  20, 24. 126, 
159 

MMS  International  (MHP)  187 
Morgan  (J,P.)  UPM)  150 
Morgan  Stanley  Dean  Witter 
(MWD)  44,150,154 
Momingstar  (MSTR)  178 
Motorola  (MOT)  64,119,178 
MSNBC  126 

N 


National  Westminster  Bank 
(NW)  154 

NationsBank  (NB)  152 
Netscape  Communications 
(NETSCP)  24, 159 
NexTrend  134 
NHL  181 

Nike  (NKE)  40, 70 
Nissan  54 


Olsen  &  Associates  150 
Oppenheimer  Bond  Fund  180 
Organic  Online  119 

P 


PaineWebber  (PWJ)  28 
Penney  UOUCP)  58,70 
Perpetual  154 
Piper  Jaffray  37 
Pohang  Iron  &  Steel  58 
Power  (JD)  134 
Prediction  150 
Pnce  Waterhouse  42,44 
Procters  Gamble  (PG)  165 
Prudent  Bear  Fund  178 
Prudential  Asia  Capital  58 
Pmdential  Secunties  180 
Putnam  Convertible  Income 
Growth  Trust  180 
Putnam  Investments  156 


Quantum  Magnetics  122 
R 


Rabobank  Nederland  150 


Raychem  178 
Reebok  (RBK)  165 
Reuters  Holdings  44 
R.  Lewis  Securities  156  ] 
Rosen  Motors  44 
Royal  Dutch/Shell  (RD) 
Rydex  Ursa  Fund  178 


Salomon  Brothers  (SB) 
Schroder  154,156 
SCI  Systems  58 
Sears  (S)  10.70 
Shinawatra  Computer  51 
Siam  Cement  Group  58 
Signet  Banking  152 
Simon  &  Schuster  (VIA) 
Singapore  Airlines  58 
Smith  Barney  (TRV)  37 
Snap-On  178 
SoftBank  126 
Solectron  (SLR)  58 
Sony(SNE)  165 
Southwest  Airlines  (LUV) 
Speedo  119 
Standard  &  Poor's  (MHP) 
Star  Alliance  62 
Staavood  Lodging  (HOT) 
Strategic  Sports  58 
Sturm  Ruger  10 
Subani  134 
Sun  Microsystems  (SUNW 
Swisher  International  (SW 
Symantec  (SYMG)  126 


I** 


Tactical  Retail  Monitor  7C 
Taiwan  Semiconductor  5( 
TAL  Apparel  58 
Tektronix  178 
Telescan  178 
ThaiAirv/ays  62 
Thermedics  Detection  (TD! 
3Com(G0MS)  178 
lime  Warner  (IWX)  173 
Tiongson  Industnes  58 
Toshiba  10 
Toyota  (TOYO)  54, 134 
Toys  'R'  Us  aOY)  40 
Tnpod  173 

U 


UBS  30 

United  Airlines  (UAU  62 
United  Companies  Rnanci. 
(UC)  37 
United  Press  Internationa'  B 
UPS  32 


VF  70 

Viacom  (VIA)  156 
Vivid  Technologies  122 
Volvo  134 

Vulcan  Ventures  119 
W 


WACOM  Technology  20 
Wade  Cook  Financial  10 
Walt  Disney  (DIS)  44,126. 
Warbird  Flight  42 
Warburg,  S  0.154 
Wheat  First  Butcher  Singer 
156 

Whirlpool  (WHR)  165 
Wired  Ventures  6 
WorldCom  (WCOM)  16,17: 


Zaie  42 
Ziff-Davis  126 
Zunch  Kemper  48 
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estment  Figures  of  the  Week 


i  change 


00 

tay    Nov.  Nov.  13-19 


944.59 

•  940 


:  925 
•  910 


ihange       l-week  change 
+4.3% 


NTARY 

e  stocks  went  into  a 
on  Nov.  19 — a  5%  de- 
at  was  the  worst  one- 
I  in  three  years.  Traders 
icting  to  word  that  the 
lent  would  not  spend 
0  support  the  nation's 

institutions.  The  dollar 
but  U.S.  markets 
id  off  the  woes  in 
Expectations  of  still 
erger  activity  sent  the 
imbing  74  points  on 

which  followed  a  126- 
iin  on  Nov.  17.  Falling 
ilped  spur  the  rally  on 


U.S.  MARKETS 

Latest 

Week 

Year 

Dow  Jones  Industrials 

7724.7 

4.4 

20.1 

NASDAQ  Combined  Composite 

1601.2 

3.9 

26.6 

S&P  MidCap  400 

319.1 

2.3 

25.8 

S&P  SmallCap  600 

178.5 

1.5 

26.6 

S&P  SuperComposite  1500 

203.0 

3.9 

26.8 

°'o  change 

SECTORS 

Latest 

Week 

Year 

Bloomberg  Information  Age 

293.6 

6.8 

28.6 

S&P  Financials 

112.2 

5.3 

36.4 

S&P  Utilities 

212.7 

2.3 

5.1 

PSE  Technology 

303.1 

5.0 

26.6 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

Year 

London  (n-SE  100) 

4830.1 

2.3 

21.9 

Frankfurt  (OAX) 

3834.8 

4.8 

38.2 

Tokyo  (NIKKEI  225) 

15.842.5 

2.6 

-25.2 

Hong  Kong  (Hang  Seng) 

10,154.4 

5.7 

-22.9 

Toronto  (TSE  300) 

6719.3 

1.1 

12.6 

Mexico  City  (IPC) 

4679.2 

7.9 

39.3 

Week 

Year 

FUNDAMENTALS 

Latest 

ago 

ago 

S&P  500  Dividend  Yield 

1.63% 

1 .65  % 

1.95% 

S&P  500  P/E  Ratio  (Last  12  mos.) 

23.7 

23.1 

20.5 

S&P  500  P/E  Ratio  (Next  12  mos. 

'  18.6 

18.2 

16.2 

First  Call  Earnings  Revision* 

-1.47% 

-1.65% 

NA 

Week 

TECHNICAL  INDICATORS 

Latest 

ago 

Reading 

S&P  500  200-day  average 

873.5 

870.0 

Positive 

Stocks  above  200-day  average 

69.0% 

70.0% 

Neutral 

Options:  Put/call  ratio 

0.69 

0.68 

Neutral 

Insiders:  Vickers  Sell/buy  ratio 

2.81 

3.34 

Negative 

BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  "o 


Data;  Bloomberg  Financial  Markets:  'First  Call  Corp 


Drug  Chains  16.3 

Specialty  Appar.  Retailers  1 1 .7 

Genl.  Merchandise  Chains  1 1.2 

Regional  Telephone  Cos.  9.8 

Entertainment  9.8 


Trucking 
Homebuilding 
Invest.  Banking/Brkrge. 
Savings  &  Loans 


136.8 
66.9 
66.8 
66.7 


WORST-PERFORMING  Last 


GROUPS 


month  °o 


Specialty  Appar.  Retailers  64.3 

Last  12 
months  % 


Engineering  &  Constr. 
Gold  Mining 
Metals 
Trucking 
Pollution  Control 


-29.9 
-25.5 
-16.5 
-16.2 
-13.3 


Engineering  &  Constr. 
Gold  Mining 
Photography/Imaging 
Metals 

Manufactured  Housing 


^1.6 
-37.6 
-27.7 
-25.0 
-17.2 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  atiead?  Stocks  A  tn  most 
significant  buying  on  pnce  Ae3kness 

Price 

1-month 
change 

Telebras-ADR 

99 

-45% 

Wells  Fargo 

286^/8 

Citicorp 

122'/8 

-16^4 

Texas  Instruments 

98^8 

-23  Va 

Salomon 

81  V8 

-Vl6 

Merck 

90  Vs 

-4Vl6 

Decline  ahead?  Stocks  with  most 
N  J  •  ■    -•  if'  rj  on  price  strength 

Price 

1-month 

change 

Cisco  Systems 

82^16 

'/8 

Oracle 

34^4 

V4 

Philip  Morris 

42Vi6 

1% 

Amgen 

52 'A 

5% 

Coca-Cola 

59  ^'4 

'^16 

Sears  Roebuck 

46 '^16 

l^'ie 

EST  RATES 


>URY  BOND  INDEX 

lay    Nov   Nov  13-19 


i 


;liange 


■1605 
:  1538.53 


■1555 


1 -week  change 
■kO.6% 


imberg  Financial  Markets 


\L  FUNDS 


*  H  U    D>verstfie<l  ■■  All  Equity 

return        52-week  total  return 


KEY  RATES 


Latest  Week  Year 
week°o  ago°o  ago% 


MONEY  MARKET  FUNDS 

5.16 

5.15 

4.94 

90-DAY  TREASURY  BILLS 

5.26 

5.30 

5.17 

6-MDNTH  BANK  CDS 

5.19 

5.19 

5.03 

1-YEAR  TREASURY  BILLS 

5.44 

5.43 

5.40 

10-YEAR  TREASURY  NOTES 

5.82 

5.89 

6.17 

30-YEAR  TREASURY  BONDS 

6.03 

6.13 

6.44 

LONG-TERM  AA  INDUSTRIALS 

6.68 

6.71 

6.96 

LONG-TERM  BBS  INDUSTRIALS 

7.00 

7.08 

7.39 

LONG-TERM  AA  TELEPHONES 

6.88 

6.97 

7.13 

BLOOMBERG  MUNI  YIELD  EQUIVALENTS 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds 
assuming  a  31%  federal  tax  rate. 


lO-yr.  bond 
Latest  Last 
week  week 


30-yr.  bond 
Latest  Last 
week  week 


GENERAL  OBLIGATIONS 


4.56%     4.56%     5.14%  5.14% 


ningstar.  Inc. 


EQUITY  FUNDS 
Leaders 

Foui~week  total  return 

Smith  Barney  Telecom.  Inc. 
Prudent  Bear 
Fidelity  Sel.  Retailing 
Countrywide  Utility  A 
Rydex  Ursa 

Leaders 

S2-week  total  return 
Hartford  Capital  Apprec.  A 
Lexington  Troika  Russia 
Fidelity  Sel.  Energy  Service 
Mutual  Shares  II 
Evergreen  U.S.  Real  Est.  Y 


PERCENT  OF  TREASURIES 

78.44 

78.04 

85.20 

84.31 

TAXABLE  EQUIVALENT 

6.61 

6.61 

7.45 

7.45 

INSURED  REVENUE  BONDS 

4.67 

4.72 

5.34 

5.38 

PERCENT  OF  TREASURIES 

80.33 

80.78 

88.51 

88.25 

TAXABLE  EQUIVALENT 

6.77 

6.84 

7.74 

7.80 

EQUITY  FUND 

CATEGORIES 

Laggards 

Four-week  total  return 


7.9  Midas  -32.6 

7.5  U.S.  Global  Investors  Gold  -30.8 

5.1  Morgan  Stan.  Instl.  Sold  A  -29.1 

2.7  GabelliGold  -28.8 

2.7  Blanchard  Precious  Metals  -27.5 

Laggards 

°o  52-week  total  return  °o 

71.9  U.S.  Global  Investors  Gold  -59.3 

63.4  Midas  -58.3 

62.9  Morgan  Stan.  Instl.  Gold  A  -56.1 

61.8  Bull  &  Bear  Gold  Investors  -55.1 

61.6  GabeHiGold  -53.4 


Leaders 

Four-week  total  return  % 

Utilities  -0.6 

Real  Estate  -2.3 

Domestic  Hybrid  -2.3 

International  Hybrid  -3.6 

Large-cap  Value  -3.8 

Leaders 

52-week  total  return  "o 


Laggards 

Four-week  total  return 


% 


Precious  Metals  -24.5 

Latin  America  -23.8 

Diversified  Emerging  Mkts.  -17.8 

Pacific/Asia  ex-Japan  -13.4 

Diversified  Pacific/Asia  -10.9 


Laggards 

52-week  total  return 


Financial 
Small-cap  Value 
Real  Estate 
Small-cap  Blend 
Mid-cap  Value 


38.1  Precious  Metals  -42.7 

32.9  Pacific/Asia  ex-Japan  -28.7 

29.6  Diversified  Pacific/Asia  -22.0 

28.8  Japan  -17.7 

27.1  Diversified  Emerging  Mkts.  -3.9 
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Editorials 


WHAT  A  MODERN  LABOR  MOVEMENT  NEEDS 


The  fall  of  Teamsters  President  Ronald  Carey  comes  at 
an  unfortunate  time  for  the  U.  S.  labor  movement. 
Carey,  who  according  to  the  federal  government  diverted 
union  funds  into  his  reelection  coffers,  was  part  of  the  rea- 
son that  the  labor  movement  has  been  regaining  some  of  its 
organizing  muscle  and  political  clout.  But  even  before  the 
Carey  episode,  labor  was  falling  short  in  creating  a  pro- 
gressive new  movement  that  could  be  a  player  in  the  In- 
formation Age. 

If  unions  are  to  play  an  important  role  in  Aineiica — and  we 
think  they  should — it  is  not  enough  for  them  simply  to  be 
clean  and  representative.  It  is  not  even  sufficient  for  unions 
to  participate  in  politics  to  protect  their  interests.  Instead, 
they  must  rethink  just  what  those  interests  are. 

Right  now,  all  the  talk  about  "revival"  involves  a  return  to 
the  glorious  past — when  Big  Labor  had  negotiating  clout 
with  Corporate  America  and  political  clout  in  Washington 
and  in  state  capitals.  Nothing  wrong  with  that  except  the 
world  has  changed  during  the  decades  of  labor  eclipse.  The 
cold  war  is  over,  competitive  global  capitalism  is  a  reality,  and 
the  Information  Age  defines  our  lives  (page  32). 

The  good  old  days  are  gone.  There  is  no  return  to  any- 
thing, only  a  march  toward  the  futiu'e.  And  what  is  the  labor 
movement's  plan  for  the  future?  We  don't  know.  Right  now, 
labor  is  absorbed  in  seeming  old  jobs  for  aging  workers  in  the 
auto  industry.  It  is  suspicious  of  such  innovative  concepts  as 
working  in  teams — even  though  these  practices  may  raise  pro- 


ductivity. It  opposes  immigi-ation  because  immigi-ants  com 
with  workers.  It  is  against  free  trade  because  that,  too,  is| 
to  huit  workers.  In  a  high-tech,  global  world,  organized  J 
is  opposed  to  both  the  high-tech  and  the  global. 

Much  more  is  required  from  a  modem  labor  movemenj 
stead  of  playing  King  Canute  trying  to  sweep  back  the  |^ 
unions  should  be  actively  preparing  their  members  foij" 
global  economy.  At  a  time  when  the  only  security  empk 
really  have  is  the  skills  they  cany  in  their  heads,  nol 
union  contracts  they  sign,  unions  should  be  centers  for 
ing  and  education.  They  should  be  improving  the  produ(| 
ty  of  their  members  as  a  way  of  improving  their  bargaJ 
position  with  management.  There  was  a  time  when  m\ 
taught  their  members  skills  to  better  themselves  and 
families.  Today,  they  should  be  teaching  computer  Utej 
math,  and  English.  Instead  of  batthng  new  organizatj 
techniques  at  work,  they  should  be  inventing  them. 

Union  h.>'pocrisy  on  free  trade  should  end  as  well.  In 
the  past  30  years  have  brought  the  sharpest  decline  in  p( 
ty  and  the  fastest  gi'owth  of  a  middle  class  in  histoiyj 
thanks  to  free  trade.  There  has  been  no  race  to  the  bo! 
but  a  convergence  of  wages  toward  the  top.  Union  le; 
who  say  they  are  helping  workers  overseas  by  insistinj 
conditions  on  free  trade  are  not  helping  overseas  work( 

Ron  Carey's  fall  is  an  opportunity  for  organized  lab( 
take  stock.  Rather  than  looking  to  the  past,  it  must  fij 
way  to  the  future. 


rf.ti 


IT'S  TIME  FOR  JAPAN'S  BANKS  TO  ACT 


How  does  one  say  "dithering"  in  Japanese?  Or  Korean  or 
Thai,  for  that  matter.  The  financial  crisis  in  Asia  gets 
worse  by  the  day,  while  politicians  play  games.  In  Korea,  they 
vie  for  position  before  elections  that  are  just  weeks  away.  In 
Thailand,  they  stall  for  months — for  fear  of  hurting  close  al- 
lies in  the  banking  community.  In  Japan,  the  pai'alysis  has  ex- 
tended for  more  than  seven  years.  Even  now,  with  the  fi- 
nancial system  facing  meltdown  and  the  economy  on  the 
brink  of  recession,  there  are  mixed  signals  from  the  gov- 
ernment about  what  it  will  or  will  not  do. 

Time  has  nm  out  for  vacillating.  The  growth  and  prosper- 
ity of  recent  years  are  threatened  by  Asian  leaders'  inability 
to  make  choices  necessaiy  to  reforni  their  economies.  Waiting 
has  turned  a  small  problem  in  Thailand  into  a  majoi'  economic 
crisis  for  the  entire  world.  Even  as  the  International  Mone- 
tary '■'■'.md  I'aces  to  prepare  a  new  program — in  case  it  needs 
to  bail  -lit  Korea  or  other  nations  in  Asia — competitive  de- 
valuati('us,  joblessness,  and  stagnation  ar-e  tuining  the  smooth- 
running  global  economy  into  an  unstable  arena  (page  52). 

Nowhf'i-e  is  the  inertia  more  destructive  than  in  Japan. 
When  troubled  Hokkaido  Takushoku  Bank  Ltd.,  the  country's 


lOth-largest,  went  under,  it  appeared  as  though  Tokyo,  ; 
yeai's  of  denial,  was  finally  getting  serious  about  i-eformin' 
financial  system.  Fii'st,  it  seemed  that  the  authorities  wer® 
ing  to  let  market  forces  vrinnow  out  weak  and  overexteip 
banks.  Then,  there  were  hints  that  public  money  would  ftp 
be  spent  to  clean  up  the  banking  mess  that  has  been  fe;^ 
ing  since  the  1980s  bubble  economy  burst. 

But  then  came  backtracking  and  denials  from  the  Mintr 
of  Finance  and  the  office  of  Prime  Minister  Ryutaro  Hashini 
to.  To  be  sm*e,  there  is  good  reason  not  to  use  taxpayers'  ipr 
ey  to  save  the  banks.  The  public  doesn't  want  to  rescuem 
banks — because  it  holds  politicians,  bankers,  and  gangsterlf 
sponsible  for  the  crisis  in  the  first  place. 

Having  waited  so  long,  politicians  now  have  no  altemayt 
The  Hashimoto  government  has  two  choices:  It  can  esta'JI 
a  U.  S.-style  Resolution  Tinst  Corp.  to  absorb  tens  of  billB 
of  dollars  worth  of  nonperfonning  loans  ft'om  ailing  Japass 
banks,  or  it  can  bail  them  out  by  buying  preferred  stoc  i 
troubled  financial  institutions.  Allowing  more  banks  tojSa 
would  speed  up  the  process  immeasurably.  \. 

Dithering  is  not  a  policy.  'ik 
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We've  been  in  Asia  for  decades,  building  a  vast  network  of  close  personal  contacts  and 
developing  deep  expertise.  We  now  have  44  offices  in  10  different  countries  of  the  fast-growing 
Asian  market,  and  the  status  of  a  local  partner.  We  can  introduce  you  to  all  the  right  people, 
and  smooth  your  way  in  any  kind  of  project  or  transaction.  We  can  provide  you  with  the  finest 
in  commercial,  investment,  nearbanking  services  —  and  more.  Our  Asian  network  is  an  integral 
part  of  our  global  network  of  almost  one  hundred  bases  in  thirty  countries,  plus  366  branches 
in  Japan.  With  a  worldwide  presence  on  this  scale,  and  with  our  enormous  resources,  who  could 
connect  you  to  Asia  better  than  us? 
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The  Sanwa  Bank  Asia/Oceania  N'elwork 


ng;  Hong  Kong  Branch,  Kowloon  Sub- 
brancn.  Causeway  Bay  Sub-branch, 
China  Resources  Building  Sub- 
branch,  Central  Sub-branch  Kwun  Taiwan 
Tong  Sub-branch,  Kwai  Chung  Sub-  Korea 
branch  Sanwa  International  Finance 
Limited,  Sanwa  Finance  Hong  Kong  Singapore 
Limited,  Sanwa  Financial  Products 
Co  ,  L  P  Hong  Kong  Branch 
Shenzhen  Branch,  Shanghai  Branch,  Malaysia 
Puxi  Sub-branch,  Dalian  Branch, 
Bei|mg  Representative  Ollice,  Tian|in 
Representative  Office,  Guangzhou 


Representative  Office,  China  Universal  Thailand 
Leasing  Co  ,  Ltd  ,  Shanghai  Interna- 
tional Finance  Company  Limited 
Taipei  Branch 

Seoul  Branch,  Korea  Development 

Leasing  Corporation 

Singapore  Branch,  Sanwa  Singapore 

Limited,  Sanwa  Futures  (Singapore) 

Pte  Limited  Indonesia 

Labuan  Branch,  Kuala  Lumpur 

Representative  Office  Commerce 

International  Merchant  Bankers  Berhad, 

Bank  of  Commerce  (M)  Berhad 


Bangkok  International  Banking 
Facility  Provincial  International 
Banking  Facility  Chon  Bun  Branch 
Provincial  International  Banking 
Facility,  Chiang  Mai  Branch,  The 
Siam  Sanwa  Industrial  Credit  Public 
Company  Limited.  Siam  Sanwa 
Trilease  Co  ,  Ltd 
Jakarta  Representative  Oflice, 
P  T  Sanwa  Indonesia  Bank, 
P  T  Sanwa-BRI  Finance,  P  T  Inler- 
Pacific  Bank,  P  T  Inter-Pacific 
Securities 


Viet  Nam       Ho  Chi  Minh  City 

Representative  Oflice 
The  Philippines  Manila  Representative  Ollice, 

Rizal  Corrrmercial  Banking  Corporation 


India  New  Delhi  Branch 

Myanmai  Yangon  Representative  Oflice 
Australia       Sydney  Representative  Office. 


Melbourne  Reptesenlahve  Office 
Sanwa  Australia  Limited,  Sanwa 
Australia  Finance  Limited 


Japan  Osaka  Head  Office,  Tokyo  Head- 

guarters.  Nationwide  Network  366 
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They  may  be  right  under  your  nose.  Especially 
if  you  treat  every  incoming  customer  call  as  a 
potential  sale. 

You  see,  IBM  call  ('enter  solutions  can  help  your 
reps  get  fast  access  to  more  customer  information, 
such  as  internal  purchase  histories  or  reports  from 
outside  credit  bureaus,  regardless  of  where  it  resides. 
So  your  customers  get  the  answers  they  need  quicldy. 
Plus,  your  reps  see  a  customer  s  complete  profile, 
which  can  help  them  to  cross-sell  other  products 
and  services. 


sales  opportunities 

for  your  company?' 


And  with  IBM's  computer  telephony  capabilities, 
such  as  skills-based-routing,  incoming  calls  are 
automatically  identified  and  directed  to  reps  that 
are  best  equipped  to  handle  the  calls. 

If  you'd  like  to  hear  more  about  how  IBM's  full 
range  of  customer  service  solutions  can  help  your 
business,  call  us  at  I  HOG  lBM-7777,  ext.  DA  133,  or 
contact  us  at  \vww.networking.il)m.com /call path. 
We're  sure  the  possibility  of  increased  sales  w  ill 
wag  your  tail. 

Solutions  for  a  small  planet"    z  E^fE 
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Anschutz  strikes  it 
rich,  again  page  70 
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BEST  BOARDS 

In  our  annual  Special 
Report,  governance 
experts  and  fund 
managers  rate  the 
winners  and  sinners 
among  America's 
boards  page  90 
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THE  BEST  AND  WORST  BOARDS 

HUsiNESs  wkkk's  secoiid  annual  review 
of  corporate  governance  uncovered 
some  good  news:  Many  companies  are 
taking  action  to  improve  the  quality  of 
their  boards.  But  lots  of  laggards 
remain,  and  some  are  disasters  waiting 
to  hapjien 
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It  needs  IVfsh  blood  on  the  board 

96  WHERE  GOVERNANCE  RATES  A  VP 
Pfizer  is  a  stalwail  on  the  issue 
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DIRECTORS  IN  THE  HOT  SEAT 

More  and  more,  shareholder  activists 
are  singling  out  individual  boaid 
members  who  don't  measure  up 
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36    IS  THE  '90s  TAKEOVER  WAVE  EBBING? 

Among  the  warning  signs  are  mind- 
boggling  prices  and  cool  i-eception  by 
investors  to  some  deals 
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THE  HUNT  FOR  MIDDLE  MANAGERS 

Top  search  firms  are  getting  more  calls 
to  fill  lower-level  posts  this  year  as  the 
scramble  to  find  cKos  cools  down 
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Asian  crises  or  no,  the  world  can't  wait 
long  for  financial-services  reform 
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The  need  for  speed  has  Intel,  Microsoft, 
and  Compaq  teaming  on  a  standard 
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THE  ASIAN  CRISIS  pKTOI 
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STRANGE  BEDFELLOWS 


REPUBLICANS  PAY  THESR  UNION  DUES 


WITH  bk;  labor  s  key  role 
in  defeating  the  fast-track 
trade  bill,  you'd  think  Capitol 
Hill  Republicans  would  be  in 
no  mood  to  grant 
small  favors  to 
unions.  But  when 
it  comes  to  the 
Export-Import 
Bank,  labor  and 
Republicans  found 
they  have  some- 
thing in  common. 

And  to  make 
the  alliance  even 
odder,  ci'edit  Rep- 
resentative Ber- 
nard Sanders  of 
Vermont,  the  only 
socialist  member  of  the 
House,  as  the  matchmaker. 
Ex-Im,  which  guarantees 
loans  to  U.  S.  companies  to 
finance  exisorts,  seemed  head- 
ed for  oblivion  earlier  this 
year,  as  critics  decried  it  as 
an  unneeded  corporate  sub- 
sidy. In  May,  .A.FL-CIO  Presi- 
dent John  Sweeney  warned 
bluntly  that  the  labor  move- 
ment— a  long-time  supporter 


SANDERS:  Vital  link 


of  Ex-Im — would  tmTi  on  the 
agency  "if  the  bank  becomes 
more  concerned  with  helping 
corporations  stay  competitive 
(in  an  increasingly 
global  labor  mar- 
ket) than  with  cre- 
ating jobs  for 
American  work- 
ers." That  scared 
Big  Business, 
which  likes  the 
support  that  com- 
panies can  get 
from  Ex-Im.  So  it 
pushed  Congress 
hard  to  reautho- 
rize the  bank.  And 
Sanders,  a  friend 
of  labor,  worked  an  amend- 
ment into  the  reauthoiization 
bill  that  would  reserve  a  sec- 
ond seat  for  unions  on  the 
Export-Import  Bank's  15- 
member  advisory  board. 

Both  unions  and  Republi- 
cans supported  the  bill,  wliich 
President  Clinton  is  expected 
to  sign  soon,  saving  Ex-Im 
and  adding  to  labor's  clout  at 
the  bank.  Douglas  Harhrecht 


THE  LIST  MOST  AND  LEAST  PRODUCTIVE  CITIES 


BUSY  BEAVERS* 

SAN  JOSE 

seattlY 
san  francisco 
minneapolis-st.  paul 

DALLAS 


145 

l'33 
133 

lio 

129 


Metro  areas  \'^,'  .       :  jiig 
high-tech  base  boast  the 
highest  productivity  levels, 
according  to  a  new  study 
of  the  50  largest.  So  the 
San  Jose  region — Silicon 
Valley — is  the  champ,  fol- 
lowed by  Seattle,  Bill 
Gates's  turf.  The  laggards 
tend  to  be  less  than 
dynamic  and  to  have 
higher  unemployment. 


SLOTHFUL  SLUGGARDS 

RIVERSIDE-SAN  BERNARDINO  95 

MIAmI  94 

NEWORLEANS  92 

buffalo'  89 

NORFOLK-VIRGiNIA  BEACH,  VA.  88 

*  Index  of  50  most  populous  metropolitan  areas. 
Criteria  include  real  output  per  worker  relative  to 
industry  concentration,  employment  growth  rates, 
and  workforce  training.  U.S.  average=100. 

DATA  DECISION  Ar^ALYST  INC  .  SPRINT  CORP 


TALK  SHOW  4tWe  have  a  few  little  glitches  in  the  road 
here." 

— President  Clinton,  on  the  Asian  financial  crisis,  in  a  state- 
ment made  before  he  reevaluated  its  seriousness 


l-WAY  PATROL 

MATCHMAKER.  FIND 
ME  AN  MBA  

PUBLISHING  TITANS  SOFTBANK 

and  International  Data 
Group  love  to  beat  each  oth- 
er to  the  punch  covering 
technology.  But  now  Soft- 
bank, owner  of  PC  Maga- 
zine, and  IDG,  publisher  of 
Computerworld,  are  team- 
ing up  in  the  hot  market  in 
.MBA  recruitment. 

Both  companies'  venture 
arms  have  invested  in  mba 
Central,  which  uses  E-mail 
and  the  Net  for  match- 
making. So  fai;  some 
175  companies 
have  paid  up 


to  $2,000  for  a  list  of  cai 
dates,  who  E-mail  in  resui 
not  knowing  the  employ 
exact  requirements.  If  the 
a  match,  mba  Central  noti 
the  job-seeker,  20,000  of  wl 
have  signed  on. 

In  1996,  Softbank  Techi 
ogy  Ventures  staked  $1  1 
lion  on  the  Palo  Alto  (Ca 
startup.  In  a  new  round 
financing  in  November, 
Central  brought  in  idg  V 
tures,  for  about  $1.5  mill 
and  others.  IDG  Ventui 
managing  general  partr 
Patrick  Kenealy,  sees  en 
selHng  potential  in  the  m 
riage  of  mba  Central's  da 
base  and  idg's  mailing  li: 
So  does  Softbank,  u 
Central  ceo  Jeffi 
Hyman  feared  pr^ 
ems  between 
two,  "but  if  I  1 
sensed  an 
sue,  I  wo 
have  secui 
other  fundin 
Jenni 
Reingt 


PUBLICITY  HOUNDS 


SEVEN  DIAPERS  FOR  SEVEN  BOnOMS 


KIMBERLY-CLARK,  MAKER  OF 

Huggies,  and  Procter  &  Gam- 
ble, creators  of  Pampers, 
have  duked  it  out  for  years 
for  the  right  to  swathe  the 
most  baby  bottoms  in  the 
$4.3  biUion  retail  disposable 
diaper  market.  So  the  fii-st 
U.  S.  septuplets,  born  to 
Bobbi  ancl  Kenny  McCaughey 
in  Iowa,  provided  a  classic 
battle  in  the  diaper  wars. 

The  winner  is  p&g,  by  de- 
fault. Just  a  few  hours  after 
the  septs  anived,  a  Pi'oc- 
ter  rep  was  on  the 
phone  offering  free  ^ 
diapers  and 
wipes    for  all 
seven  kids  un-  ^ 
til  they  are 
potty  trained. 

For  the  past  /    /  /, 

20   years,   in         ^  j 
fact,    P&G  has 
routinely  offered 


dipes  and  wipes  to  famil 
with  multiple  births  of  thi 
or  more.  But  in  this  case  p 
was  so  eager  to  be  associat 
with  the  historic  births  tl 
it  dropped  its  usual  restr 
tion  to  limit  the  offer  tc 
few  months.  BUSINESS  we 
estimates  the  cost  of  the  d 
pers  and  wipes  at  $8,-500 
thi'ee  years. 

Kimberly-Clark,  the  No 
diapermaker, 
not  pitch 
1*  McCaughe 
■■y  Then  aga 

K  i  m  b  e  r 
Clark  has 
nounced  5,0 
job  cuts.  May 
one  of  them  w 
the    person  w 
should    have  call 
Iowa.  Peter  Galusz. 


BILLBOARD:  Cute,  too 
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industry  standard-640x480  pixels 


New  Kodak  DC210-1152x864  pixels 


^senting  affordable  digital  photography 

flat  looks,  we're  proud  to  say,  pretty  unaffordable. 


The  New  DC210  Zoom  Camera 

Use  it  right  out  of  the  box. 
One-touch  downloading  too. 


2.  Picture  Easy  2.0 

software  is  included.  There's  no 
simpler  way  to  manage  images. 


3.  Print  your  document. 

For  sharp  output,  use  any  inkjet 
printer  and  KODAK  Inkjet  paper. 


EW  KODAK  DIGITAL  SCIENCE  DC210  ZOOM  CAMERA.  INCREDIBLE  PICTURES  INCREDIBLY  EASY. 


Kodak  ck 

digital  science'^ 

Find  out  more  about  our  full  line  of  digital  products  at  1-800-KODAK-22  or  www.kodak.com/go/dc210a  take  pictures,  furthsr' 


)hotography  just  improved  its  image.  Presenting  the  new  DC210.  This  remarkable  camera  captures  a  million 
;r  picture,  which  is  enough  detail  to  make  a  5"x7"  image  look  like  a  traditional  5"x7" photo.  And  with  our  Kodak 
kience  Picture  Easy  Software  2.0,  cropping,  rotating,  and  using  pictures  has  never  been  simpler.  All  for  about 


Up  Front 


HALL  OF  SHAME 


THE  EU'S  STAR-GROSSED  CAPITOL 


it's  a  potent  symbol  for 
the  future  of  an  increasingly 
interdependent  Europe:  unfin- 
ished, behind  schedule,  and 
more  expensive  than  anyone 
had  planned.  It's  Berlaymont, 
the  headquarters  building  of 
the  European  Commission,  in 
Brassels.  Closed  in  Decembei', 
1991,  for  asbestos  removal,  it 


SHUTTERED:  Brussels  boondo, 

was  scheduled  to  reopen  by 
2000.  but  that  won't  happen. 

Berlaymont  sits  empty, 
covered  in  a  Christo-like 
white  sheet,  while  officials  of 
the  EC — the  executive  aiTn  of 
the  EU — are  scattered  ai-ound 


Brussels  in  70  buildings.  The 
Belgian  state  company  re- 
sponsible for  the  renovation 
has  fallen  at  least  two  years 
behind  schedule.  Hemi  Van- 
der  Eycken,  managing  direc- 
tor of  the  project,  says  it  will 
take  at  least  until  1999  just 
to  remove  the  asbestos,  push- 
ing costs  "significantly  high- 
er" than  the  $464  million 
first  estimate.  He  adds 
that  the  infected  build- 
ing can't  be  just  razed: 
"You  would  have  a  cloud 
of  asbestos  all  over 
Bnissels." 

Even  when  Berlay- 
mont is  finally  reopened, 
ggle    it  will  be  too  small. 
  Since  1992,  the  Euro- 
pean Union  has  added  three 
member  nations  and  plans 
to  open  talks  in  1998  to 
admit  five  more  countries. 
So  planning  is  already 
under  way  for  an  additional 
complex.  William  Echikson 


BIOTECH  BUSINESS 

PESTOCHANGO! 
BEnER  BASIL 

PESTO    LOVERS,  REJOICE. 

Scientists  at  the  Advanced 
Biotechnology  Center  in 
Genoa,  Italy, 
are  studying 
ways  to 
genetically 
alter  basil — 
the  prime 
ingredient  in 
the  tasty  green 
sauce — enabling  culti- 
vators to  gi'ow  mora  of 
it  than  ever.  • 

Ry  getting  the  herb 
to  terminate  at  12C 
ratin  ;■  than  14C,  sci- 
entists       to  create 
a  hearti'.-.'.  :rost-resis- 
tant  strain,  t  i,.  reby  al- 
lowing the  gr  ''  n'ng  season 
to  begin  in  Mar;  }  •  rather  than 
in  May.  That  w.nh]  eliminate 
costly  greenhou;  e  heating 
bill^.  It  could  also  incr;  ase  by 


16%  the  $5  million  basil  mar- 
ket in  Ligiuna — Italy's  lai'gest 
basil-growing  district — by 
2000.  The  new,  imjDroved  basil 
should  be  ready  by  then,  says 
Tiziana  Ruzzon,  dii-ector  of  the 
center 

While  science  may  make 
the  basil  better,  the  new 
strain  won't 
satisfy  the 
traditional- 
ists. Gian- 
paolo  Zef- 
firino,  head 
chef  at  Genoa's 
Zeffirino  restaurant, 
has  served  his  famous 
pesto  to  celebrities  such 
as  Fr-ank  Sinatra  and 
Mikhail  Gorbachev. 
He's  convinced  that  a 
new  basil  will  alter  its 
taste,  and  he  can  do 
without  it.  "You  can 
change  anything  you 
want  about  basil,"  he  says, 
"but  you  can't  change  the 
basil  that  goes  into  my 
pesto."  Monica  Lamer 


DRAWN  &  QUARTERED 


I 


SCIENCE  PROJECTS 

FOOD  FOR  THOUGHT 
ON  GLOBAL  WARMING 

WHILE  A  coalition  OF  BIG 

Business,  labor,  and  farm 
interests  are  mounting  a 
$13  million  ad  campaign  to 
present  their  side  of  the 
global  warming  debate, 
the  green  forces  have 
g  0  n  e  u  n  d  e  r  - 
cover — in  a 
manner  of 
speaking. 

London- 
d  e  r  r  y 
(N.H.)-based 
Stony  fie  Id 
FaiTii,  headed 
by  environ- 
mentally con- 
scious CEO  Gary  Hirshberg, 
and  the  Union  of  Concemed 
Scientists  (ucs)  have  come  up 
with  the  idea  of  printing 
"Let's  put  a  lid  on  global 
wanning"  on  5  million  Stony- 


field  cup-size  yogurt  lid 
about  three  weeks'  worth 
production. 

On  the  underside  of  the 
will  be  a  message  about  ■ 
need  to  prevent  global  wai 
ing,  which  scientists  f< 
would  have  myi'iad  harm 
effects.  The  line  contains 
00  numb 


and  a  W| 

address 
the  ucs. 

Stonyfie 
with  $42 
lion  in  annl 
sales,  is  a  fa 
growing  dai 
that  distribui 
its  yogurt 
si3ecialty  stol 
and  supermj 
kets  natil 
wide.  It  stalled  the  campa 
on  Nov.  14.  Hirshberg  a| 
believes  that  the  campaif 
will  make  a  favorable  imprl 
sion  on  customers,  boostil 
business.  John  Cam 


THE  BIG  PICTURE 


A  MODERATELY  MERRY  CHRISTMAS 

The  average  American  household  intends 
to  shell  out  $465  for  Yuletide  goodies  this 
year.  That's  up  3.3%  from  $450  in  1996, 
slightly  outpacing  inflation. 


PUNNED 
CHRISTMAS 

Gin 

SPENDING 


fsURVEY  OF  S.OOOH 

|US  HOUSEHOIDSB 

UNDER  $100- 


$500- 
$1,000 


$1,000 
PLUS 


$300 
$500 

A  PERCENT  OF  HOUSEHOLDS 
DATA:  THE  CONFERENCE  BOARD'S  CONSUMER  RESEARCH  CENTER 


FOOTNOTES 


American  workers  who  think  sick  co-workers  should  stay  home:  67%;  those  who  have  gone  to  work  sick: 
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DATA  WELLNESS  COUNCILS  OF  AMEF* 


m  0  n  i  t  OT  s 


Warranty  Support 


Advanced 
Heplacefnent 
Program 


simply  perfect  vision" 


b  series  monitors 

for  business  users 

SyncMaster™  500b  •  SyncMaster  700b 

superior  image 

1280  X  1024*  resolution,  completely 
flicker-free,  edge  to  edge  viewing, 
anti-reflective  UltraClear"  screen  coating 

Display  Director" 

advanced  digital  on-screen  control  system, 
full  color  menus,  one-button  control, 
color  adjustment 

call  1  800  933  4110 

for  the  dealer  nearest  you  or  visit 
our  web  site  at  www.sosimple.com 

simply  Samsung 


May  1996  20GLS 
July  J096  17GL1 
Nov,  I99C  JOfiLs! 
Feb.  1997  ]5CI,i 


aW/  ^1997  SAMSUNG  ELL-CTRONICS  AMERICA.  INC  SIMPLY  PERFECT  VISION  AND  SYNCMASTER  ARE  TRADEMARKS  OF  SAMI 
A  LITFJMl.  DESCRIPTION  OF  THE  PRODOCT    ALL  OTHER  BRANDS  AND  PRODUCT  NAMES  ARE  TRADEMARKS  Oft  REGISTERED  TRADE 


IfiG  ELECTRONICS  AMERICA,  INC  THE 
^SKS  OF  THEIR  RESPECTIVE  COMPANIES 
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BEGGING  TO  DIFFER 
ABOUT  THE  NEW  ECONOMY' 

The  U.  S.  is  headed  foi-  a  recession. 
The  evidence  is  luideniable.  Yes,  we  live 
in  a  new  age,  with  technology  providing 
efficiencies  never  before  believed  possi- 
ble ("The  new  economy:  What  it  really 
means,"  News:  Analysis  &  Commentary, 
Nov.  17).  But  that  technology  does  not 
replace  consumption — it  only  lowers  the 
cost  of  production. 

The  early  signs  of  a  reduction  in  con- 
sumption are  showing  up  in  the  whole- 
sale layoffs  now  occurring  in  basic  in- 
dustries in  the  U.  S.  Those  layoffs  will 
compound  this  consumption  strike.  Gen- 
eral Motors'  plant  closings,  the  extinc- 
tion of  Woolworth's,  Citicorp's  layoffs 
from  consolidating  its  global  back  of- 
fice, and  Eastman  Kodak's  need  to  take 
out  $1  billion  in  costs  through  labor  cuts 
all  point  to  a  fimdamental  change  in  oui' 
world. 

The  most  finghtening  example  of  this 
is  the  Levi  Strauss  plan  to  remove  one- 
third  of  its  workforce  with  plant  clos- 
ings. And  this  is  in  the  face  of  a  chang- 
ing office  environment  where  casual 
clothing  is  more  acceptable.  And  don't 
forget  that  this  is  a  privately  owned 
enterprise  that  doesn't  have  to  satisfy 
the  fickle  demands  of  Wall  Street  ana- 
lysts expecting  earnings  targets  to  be 
met  or  exceeded. 

Jefft'ey  S.  Spray 
Chariotte,  N.  C. 

Your  article  ignored  the  biggest  crit- 
icism of  the  New  Economy  gums:  their 
insistence  on  easing  monetary  restraints. 
Ever  since  the  Fed  raised  interest  rates 
in  1994,  supporters  of  the  New  Econo- 
my have  demanded  monetaiy  expansion 
to  raise  gi-ow^th  and  create  jobs.  But  if 
the  Fed  had  heeded  this  advice,  we 
would  have  had  a  few  months  of  3%- 
plus  growth,  followed  by  rising  prices 
and  wages  and  eventually  recession. 
This,  incidentally,  is  exactly  what  hap- 
pened in  the  nearlv  new  economy  of 
1990. 

In  fact,  the  "natural"  rate  of  unem- 
ployment is  itself  a  fimction  of  econom- 


ic stability.  The  steady,  moderate  growkji 
of  recent  years  that  was  engineered  • 
the  Fed  is  responsible  for  faUing  inf' 
tion  and  faUing  unemployment.  If  Ni; 
Economy  advocates  want  to  brag  tl 
their  predictions  have  come  true,  tha^^ 
fine.    But    more    important,  Al 
Greenspan  can  brag  that  he  ignor 
their  advice. 

Daniel  J.  Ry 
Economics  De; 
Temple  Universi 
Philadelpl 

Stephen  B.  Shepard 's  article  was 
good  one,  but  I  feel  that  he  (and  m( 
old  and  new  economists)  missed  out 
one  important  driving  factor:  worke 
experience.  The  massive  dismissal 
older  and  experienced  workers  at  l 
companies  over  the  past  several  yes 
has  led  to  those  workers'  becoming  se 
employed  or  else  employed  in  smal 
companies  that  are  not  requii'ed  to  f 
the  kinds  of  reports  that  economis 
rely  on. 

These  more  experienced  worke 
have  been  thi'ough  many  business  pre 
lems  and  know  how  to  handle  the: 
That's  something  yoimger  workers  ha 
yet  to  learn.  As  a  result,  older  worke 
are  more  productive,  because  they  c 
deal  mth  problems  quickly  and  mo 
on,  instead  of  wondering  what  to 
and  putting  together  teams  to  stu( 
situations. 

Ronald  E.  Litt 
Lilbum,  G 

THE  BENEFITS 
OF  A  FREE  MARKET 


Robert  Kuttner's  critique  of  globi 
ization  and  the  dominance  of  the  fr 
market  reveals  a  myopic  view  of  t. 
picture  ("What  the  free  market  cai 
fix,"  Economic  Viewpoint,  Nov.  17) 
matters  of  the  environment,  fi'ee  trac 
and  the  financial  markets,  the  greate 
benefits  (economic  and  social)  come  frc 
a  laissez-faire,  hands-offs  approach 
governance. 

The  free-market  system  leads  to 
healthier  environment.  Business  do 
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Not  so  very  long  ago,  conventional  wisdom 
dictated  that  to  be  the  best  you  had  to  be  the 
biggest.  But  in  today's  evolving  marketplace  things 
are  changing  rapidly. 

Quite  simply,  trying  to  be  " :"  '  to  all 
people"  is  a  strategy  that  vah  ,  over 

quality.  In  the  real  world,  focus  anu  quality  are 
what  our  clients  are  increasingly  demanding.  That's 
why  we  have  formed 

We're  still  in  inv  Ve  still 

international  and  .  isiness. 
But  we  are  nc  tully  integrated 

across  the  full  spectrum  of  debt,  lending  and  risk 
management  products. 

Yet  we  remain  i  .  irclays  Group 

with  access  to  a  :  balance  sheet,  an 

AA  credit  rating  and  .n.  nefits  they  bring. 

Barclays  Caoital.  Fori  isina  our  resources  and 
t     .  .  ,    ,  I  its'  business. 


BARCLAYS 
CAPITAL 


A  SHARPER  FOCUS 

1BAY      FRANKFURT      HONG  KONG      JOHANNESBURG      LONDON      MADRID      NEW  YORK      PARIS      SINGAPORE  TOKYO 


And  in  15  other  cities  across  the  world 


C R E AT E  ALL  YOU  WANT.  1 
YOU'VE  COT  THE  CAPACITY.  1 


The  "Condor."  The  world's  largest  cargo  plar\e. 


You  need  big  cargo  space 
on  your  computer  these 
days.  Certainly  more  than 
hard  drives  or  little  floppies 
can  offer.  Today's  multi- 
media software  just  fills 
them  up  too  fast.  But  a  Zip 
Built-in™  drive  gives  you 
unlimited  space.  And  the 
100MB  Zip  disks  can  handle 
whatever  big  nasty  file  you 
throw  at  it.  So  if  you're 
computer  shopping,  look 
for  the  Zip  Built-in  logo.  It 
says  you've  got  the  capac- 
ity to  create  more,  share 
more,  save  more,  do  more. 
www.iomega.com 


Introducing  Zip 
Built-in. 

A  Zip  "  drive  built 
into  your  notebook  or 
desktop  PC  gives  you 
unlimited  capacity  to 
stotp.  back  up,  and 
share  tons  of  stuff. 


Packard  Bell  \ 
"  NEC 


•(  Apple 

SONY 


^  PowerCompudng 
UNISYS 

SIEMENS 
NIXDORF 


With  over  9  million 
out  there,  Zip  is 
the  standard. 

Not  only  are  they  built 

into  these  leading 
computers,  you'll  also 
find  them  in  homes, 
schools,  businesses,  and 
service  bureaus  across 
the  country. 


Already  have  a  PC? 
Get  a  Zip  external. 

Get  a  Zip  dnve.  Or  the 
new  ZipPlus-  drive  that 
works  with  either  SCSI 
or  parallel  ports,  has  an 
amazingly  small  power 
supply,  and  comes  with 
cool  multimedia 
software. 


iECAUSE    IT'S  Y 
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at  environmental  pollution  as  a 
s  byproduct,"  but  rather  as  an 
ncy  whose  reduction  often  leads 
;antial  savings  and  higher  profits. 
I  environment  is  a  choice  made 
ety,  and  the  market  is  simply 
t  way  to  determine  that  the  cost 
•onmental  policy  does  not  exceed 
eflt. 

.rdless  of  the  policies  that  other 
may  follow,  the  U.  S.  stands  only 
(fit  from  free  trade.  Free  trade 
I  higher  economic  growth,  better- 
jobs,  and  lower  prices  for  con- 
.  The  low  inflation  and  unem- 
nt  we  enjoy  is  largely  the  result 
rica's  leadership  in  the  new  glob- 
3my.  Where  there  are  unaccept- 
)rking  conditions  or  unfair  trade 
;s,  the  most  effective  remedies 
•ough  constructive  engagement 
e  market. 

Paul  Huard 
Senior  Vice-President 
National  Association 
of  Manufacturers 
Washington 

SOFT  IS 

BBER  BARON  

ther  or  not  the  Justice  Dept.  has 
against  Microsoft,  Susan  B.  Gar- 
analysis  is  misleading  ("Justice 
rosoft:  Why  it  has  a  case,"  Legal 
,  Nov.  17).  To  argue  that  high- 
dustries  are  somehow  different — 
e  of  "network  externalities" — is 
the  Justice  Dept.  single  out  its 
meses  of  the  decade — Microsoft 
tel. 

'  different  are  these  network  ex- 
ties  from  a  railroad  baron's  de- 
whether  to  connect  a  particular 
stern  town  to  the  mainline  in 
for  extortionate  prices?  The  val- 
he  railroad  connection  was  total, 
?  the  difference  between  Hfe  and 
in  a  time  with  no  competing 
Tucture. 

lOugh  Microsoft  may  be  dominant 
ing  operating-system  standards,  it 
Tom  clear  which  of  its  prices  are 
onate.  Microsoft  may  incoi-porate 

utilities,  applications,  and  even 
rk  interfaces  into  its  product — 

has  now  evolved  into  a  much 
iser-friendly  PC  solution  than  the 
,1  DOS — but  this  does  not  render  it 
lolistic.  Microsoft  is  merely  im- 
g  the  product  without  increasing 
ice. 

rosoft's  financial  success  derives 
he  economies  of  scale  that  are  as- 
!d  with  delivering  such  a  popular 
ct — not  from  squeezing  extor- 


(Digital  Safe) 

Iomega  100MB  Zip" disks  give  you  the  capacity  to  protect  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 
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(Digital  Photo  Album) 

Iomega  100MB  Zip'disks  give  you  the  capacity  to  picture  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 


YOU'VE  GOT  TO  SEE  IT  IN 


An  amazing  paint  |ob  makes  you  think  it's  a  bathing  suit.  These 
astonishmg  new  prmters  let  you  know  it's  not.  1440  x  720  dpi- 
for  incredible  detail.  Micro  Piezo'"  Technology -for  a  smaller,  more 
consistent  dot.  All  from  our  exclusive  PerfectPicture'"  Imaging 
System.  You'll  get  Photo  Quality  color  and  laser-sharp  black  text- 
print  quality  that's  already  won  39  major  awards,  including  PC 
Computing's  5  Star  Rating.  In  standard  format  or  wide  format. 
PC/Mac  compatibility.  Optional  internal  Ethernet.  Up  to  8  ppm 
black/7  ppm  color  on  the  EPSON  Stylus"  Color  800.  Plus  a  2-year  war- 
ranty. Call  1-800-GO-EPSON  (ask  for  operator  3100)  or  visit  us  at 
www.epson.com  for  more  details.  For  every  detail,  look  at  the  output. 


INTRODUCING  THE  WORLD'S  FIRST  1440  DPI 
COLOR  INK  JET  PRINTERS. 


EPSON  Stylus  Color  800.  High-performance  business  printer. 
EPSON  StylusColor  1  520.  The  versatile  wide-format  printer. 
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Turn  Your 
Television  Into 
A  Videophone. 


ViaTV  Phone  -  Only  $499 

Tne  new  \iaT\  \ideophone  iets  \ou  send  your 
.e  video,  not  just  your  voice.  ViaTV  works  over 
rgular  telephone  lines  with  your  existing 
:  r.  -  ■    -  ^       '  --ne  phone.  No  PC  is 
the  same  as  regular 
'  'r     ^  "  .  rr.  Way  to  do  business  or  stay 
-rd  friends  For  more 
1-888-VIEW8X8. 
'  \iSii  Ji  a;  www. 8x8. com 


8x8,  Inc. 


e  us  on  the  Web  at  http  .(''www  viaP. 


Need  an 
inventory 
solution? 


We  have  one. 

Donaims:  _\our  c.\LC^^  iinentory 
earns  a  generous  ta.\  write-off 
for  \our  company.  And  creates 
college  scholarships  for  needy 

students.  EAL  can  con\ert 
\our  donation  of  inventory  into 
financial  aid. 
A  GREAT  SOLUTION. 

Request  a  free  guide 

to  learn  more. 
Call  (630)  690-0010 
f  ux  (630)  690-0.565 
Email  sch0lar@eduassist.0r2 


Hducalional  Assistance  Ltd. 

P.O.  Box  3021 
Glen  Ell\n.  IL  60138-3021 


tionate  prices  from  those  customers 
whose  livelihoods  depend  on  their 
cooperation. 

Finally,  it  seems  fai-fetched  to  sug- 
gest that — even  if  Microsoft  were  to 
become  a  senice  pro\ider  using  its  in- 
frastinacture — it  would  not  focus  its  ef- 
forts on  the  real  value:  the  actual  pro- 
vision of  the  infrastincture.  The  forays 
into  cable  tele\ision  and  Inteniet-based 
services  seem  to  be  part  of  a  consis- 
tent strategy  to  stimulate  demand  for 
the  infrastructure,  not  to  strangle  the 
senice  agencies. 

If  service  agencies  were  \\ining  to 
jump  onto  the  Internet,  then  Microsoft 
would  not  need  to  supply  this  nudge. 
This  is  Microsoft's  value.  Only  with  suc- 
cess wiU  Microsoft  continue  its  impres- 
sive gro^\'th  and  valuable  addition  to 
the  world  economy. 

Klaus  F.  Schuegraf 
Tempe,  Aitz. 

COAL  PRICES  SHOULD 
INCLUDE  THE  SOCIAL  COST 

Your  recent  article  on  strip-mining 
asserts  that  low-sulfiu"  coal  is  "the  type 
of  coal  the  1990  Clean  Air  Act  says 
electric  utilities  must  use"  ("Strip-mining 
on  .steroids."  En\ironment,  Nov.  17).  On 
the  contraiy.  that  law  merely  sets  up 
the  environmental  standards  and, 
through  an  innovative  system  of  trad- 
able emission  peiTnits.  allows  the  pol- 
luters to  meet  the  goals  in  the  cheapest 
maimer  possible. 

For  utilities  companies,  low-sulfur 
coal  seems  to  be  the  lowest-cost  option, 
in  large  pait  because  prevailing  energy 
prices  do  not  include  environmental 
costs  such  as  the  damage  that  is  caused 
by  strip-mining.  If  energy*  prices  re- 
flected the  cost  of  land  and  water 
degi'adation.  air  pollution,  the  increased 
risk  of  climate  change,  and  the  like, 
electricity  producers  would  abandon  all 
varieties  of  coal  in  favor  of  those  re- 
newable energ\'  resources  whose  use 
imposes  the  lowest  total  social  cost — 
wind,  solar,  geothermal,  hydropower, 
and  biomass. 

Adam  Serchuk 
Research  Director 
Renewable  Energy-  Policy  Project 
Washington 

WHEN  HMOs  ARE 
BOTH  JUDGE  AND  JURY 


Thank  you  for  the  excellent  article 
"How  good  is  your  hmo?"  (Social  Is- 
sues, Nov.  10).  Obviously,  there  is  a 
need  to  refonn  our  health  maintenance 
organizations.  Legislation  is  needed  at 


the  federal  and  state  levels  to  requi 
HMOS  to  be  liable  for  their  decisions.  I 
creasingly,  payor  determinations  a 
governing  health  care  and  controUii 
decisions  that  used  to  be  the  exclusr 
domain  of  medical  professionals. 

As  a  restilt,  the  hmos  have  come 
be  both  judge  and  jury  in  deciding 
the  level  of  care  that  a  doctor  can  pi 
vide  to  patients.  Health-care  organic  |i 


1[ 


tions  should  not  be  allowed  to  evade 
ability  for  their  decisions — whi^ 
sometimes  result  in  the  denial  of  care 
patients. 

The  HMOS  are  making  Ufe-and-dea 
decisions.  We  must  make  sure  th 
health  care  is  delivered  in  a  mann 
meeting  the  needs  of  patients — ^that  it 
not  based  solely  on  the  HMOs'  desire  f 
more  profits 

Paul  Fem 
TowTi  Supenas' 
Greenburgh,  N 
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The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword;  BW. 
To  sign  up  for  BW  on  AOL  call  (800)  641-4848 
and  mention  Business  Week. 
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Shopping  for  computer  equipment?  Visit  Maven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.maven.businessweek.com 
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FFERENCE  BETWEEN  GOD  AND  LARRY  ELLISON 
Oracle  Corporation 

e  Wilson 

385pp  •  $25 


IE  OUTRAGEOUS  ENIGMA 
?  SILICON  VALLEY 


vas  a  fascinating  crossing  of  paths: 
1  Sept.  20,  President  Bill  Clinton 
d  Silicon  Valley  software  mogiil 

Ellison  shared  the  microphone  at 
Carlos  (Cahf.)  elementary  school. 
1,  chairman  of  database  maker  Or- 
■orp.,  made  a  pledge  to  outfit  100 
ifomia's  neediest  schools  with  sim- 
id  inexpensive  network  comput- 
linton  was  there  to  offer  his  sup- 
3r  wiring  schools  to  the  Inteniet. 
;  two  men  are  cut  from  similar 
Ellison  is  a  hugely  ambitious  and 
nan  in  his  eai'ly  50s  who  thiives  in 
lotlight.  And  both  are  dogged  by 
ons  about  their  truthfulness  and 
5.  But  there's  a  difference.  Few 

question  Clinton's  sincerity  about 
ig  to  improve  the  public  schools, 
oes  Elhson  really  care  about  dis- 
taged  kids?  Or  does  he  just  want 
3  sell  a  ton  of  network  computers? 
•  Silicon  Valleyites  who  have  fol- 

Ellison's  career,  the  later  conclu- 
eems  plausible.  But  despite  the 
s  of  ink  that  have  been  spilled 

Ellison,  he  remains  enigmatic. 

why  it's  exciting  to  see  that  a 
phy  has  finally  been  wintten  about 
Fhe  Difference  Between  God  and 

Ellison  by  Mike  Wilson,  an  in- 
ative  reporter  for-  the  St.  Peters- 
Times.  (The  title  refers  to  a  joke 
/ent  around  Oracle  last  year  An- 
"God  doesn't  think  he's  Larry  El- 
)  Although  Wilson  isn't  totally  suc- 
1  at  penetrating  Ellison's  defenses, 
ok  is  worth  reading.  That's  main- 
ause  Ellison  is  such  an  outrageous 
:ter — flamboyantly  rich  (he  is  try- 
buy  a  Russian  mk;  fighter),  out- 
1  on  eveiytliing  from  computing  to 

policy,  and  willing  to  do  practi- 
inything  to  make  a  billion, 
son  starts  off  by  promising  some- 
of  a  psychological  portrait  of  his 
:t.  His  thesis  is  that  Ellison  is  like 
is  Foster  Kane,  the  lead  chai-acter 


THE 
DIFFERENCE 
BETW™ 


mm 

ELLISON 


in  the  1941  Orson  Welles  film  Citizen 
Kane,  which  was  loosely  based  on  the 
life  of  newspaper  magnate  William  Ran- 
dolph Hearst.  Like  Kane,  Wilson  ar- 
gues, Ellison  is  a  larger-than-life  per- 
sonality who  wants  desperately  to  be 
admired — and  believes  in  nothing  but 
himself.  Kane  suffers  a  tragic  end,  alone 
and  despised.  Ellison  isn't  at  that  point, 
at  least  for  now.  He  seems  to  be  sur- 
rounded by  admirers  (just  try  to  get  a 
ride  on  his  yacht!).  Friends  and  col- 
leagues credit  him  with  acts  of  kind- 
ness and  generosity:  He 
even  gave  a  car  to  one  of 
his  two  ex-wives  long  after 
they  were  divorced.  But  is 
Ellison  a  hollow  man  like 
Kane?  The  answer  to  that 
question  is  Wilson's  quest. 

Wilson  spent  many  hours 
with  Ellison  and  interviewed 
dozens  of  the  significant  peo- 
ple in  his  life — including  ex- 
wives,  ex-girlfriends,  and  ex- 
friends.  What  emerges  is  a 
detailed  portrait  of  Ellison's 
rise,  from  his  troubled  childhood  on 
Chicago's  South  Side  to  the  comer  office 
at  the  world's  second-largest  software 
company.  Along  the  way,  according  to 
Wilson,  Ellison  often  told  lies  (for  ex- 
ample, exaggerating  the  quality  and  ca- 
pabilities of  his  software),  cheated  on 
his  wives,  and  shortchanged  employees. 
And,  he  suggests,  EUison  didn't  seem  to 
know  right  fi'om  wi'ong.  Writes  Wilson: 
"The  Oracle  Way,  to  the  extent  that 
such  a  thing  existed,  was  simply  to  win. 
How  the  goal  was  achieved  was  sec- 
ondary. As  a  former  Oracle  board  mem- 
bei-  put  it,  Ellison  established  no  'mag- 
netic north' — no  common  direction,  no 
sense  of  how  things  would  or  would  not 
be  done." 

And  he  bears  at  least  some  responsi- 
bility for  Oracle's  neai-meltdown  in  1990. 
That's  when  years  of  inflated  promises 


Mike  Wi 


to  customers  and  order-booking  shenani- 
gans resulted  in  a  $36  million  quarterly 
loss,  along  with  a  stockholder  suit  that 
was  settled  for  $23  million.  It  must  be 
noted  that,  since  then,  the  company  has 
become  an  upstanding  corporate  citizen 
under  the  watchful  eyes  of  such  new- 
comers as  Raymond  J.  Lane,  its  presi- 
dent, and  Jeffi'ey  0.  Henley,  its  chief 
financial  officer. 

Wilson  doesn't  nail  EUison  for  Oracle's 
screwups.  Those  he  blames  on  an  out-of- 
control  sales  force  and  loose  accounting 
practices.  Oracle  salespeople  were  fa- 
mous for  promising  customers  the 
world — then  nishing  back  to  headquar- 
ters to  beg  developers  to  create  the 
features  they  had  just  promised.  They 
also  booked  orders  they  knew  customei-s 
would  never  fully  pay  for  Wilson  points 
out  that  the  sales  force  was  whipped 
into  a  frenzy  of  fear  and  gi'eed  by  man- 
agers who  demanded  a  doubling  of  rev- 
enues eveiy  year.  In  essence,  Wilson 
lets  Ellison  get  away  with  the  following 
explanation:  "I  was  not  a 
competent  and  capable  ceo. 
I'm  still  responsible.  But  it 
was  neglect,  not  malice." 

Wilson  is  a  biographer, 
not  a  detective.  But  after 
385  pages,  we're  left  with  no 
more  than  a  queasy  feeling 
about  Ellison — not  a  clear 
verdict  on  his  credibility 
when  it  counts.  Why  should 
that  matter?  Because,  for 
one  thing,  Ellison  has  taken 
the  national  stage.  By  cham- 
pioning his  new  kind  of  network  com- 
puter, he  is  the  ringleader  of  a  move- 
ment that  seeks  to  topple  mighty 
Microsoft  Corp.  from  its  perch  as  the 
dominant  player  in  the  computer  indus- 
try. Others  who  join  his  crusade,  in- 
cluding school  administratoi's  and  Pi-es- 
ident  Clinton,  should  know  who  they're 
siding  with — and  just  what  sort  of  gam- 
ble they're  making  on  his  network-com- 
puter scheme. 

In  the  end,  Wilson's  book  has  more  in 
common  with  Melrose  Place  than  with 
Citizen  Kane — it's  more  soap  opera  than 
morality  play.  But  it's  also  a  fascinating 
tale  of  the  rise  of  a  Silicon  Valley  icon 
who  bears  public  scnitinizing. 

BY  STEVE  HAMM 
San  Francisco-based  Hamm  covers 
the  software  industry  for  BUSINESS 
WEEK. 


KE  CITIZEN  KANE,  ELLISON  CRAVES  ADMIRATION 
ND  BELIEVES  ONLY  IN  HIMSELF,  ARGUES  WILSON 


^EEMS  OUR  MOST  ORIGINAJ 


Bluer  sky,  ijrccncr  cjrass,  cleaner  air.  These  are  elements  we  see  m  the  vehicles  v 
developmcj  at  rORD  COMP.WY.  like  the  Synthesis  2010.  A  car  whose  body  is  U 

RECYCI  ABI  E.  thanks  to  its  I  lijh  t  -  wei  c]  ht  Mi  Al  IJMIMJM  shell.  Which  is  just  as  stron 
steel,  jet  cjentlcr  on  the  ijas  pump.  So  it's  safer  for  the  E  N \' I RO  N  Al  EN  T.  Today,  Ford  is 
julo  industry  leader  in  aluminum  fabrication,  .is  well  as  an  innovator  in  the  applicatio 
recycled   plastics.    It's    all   part    of  our   contmumcj    effort    to    build    EhA' I  RON  Al  ENTA 


AS  RECYCLED. 


bic  cars  that  combine  even  better  fuel  economy  and  HICH  REC  )  C  l  A  Bl I  IT) .  We 
his  visionary  t  h  i  n  k  i  ng .  powe  re  J  by  the  latest  t  ec  hnol  0(^  y,  will  reflect  positively  on  the 
oj  all  our  1 1  ve  s .  \\h  1  c  h ,  at  ForJ  Motor  Company,  has  always  been  our  oricjinal  idea. 

,D    •     Ford   Trucks         ^^^^^^^^^^  L  i  n  c  o  i  n  Mercury  • 

U  A  L  I  T  Y      IS      JOB  1. 

ormaiion.  contact  us  on  the  Internet  at:  htip:  //nnw. jorJ.com 
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BY  STEPHEN  H.  WILPSTROM  

WHEN  THE  WEB 
GETS  TOO  STICKY 


Remedies  are 
emerging  to  speed 
Internet  traffic- 
but  none  is  perfect 

Tlie  World  Wide  Web  is 
too  slow.  Just  about 
eveiyone  who  has  ever 
used  the  Internet  agi'ees  on 
that.  Most  attention  has  fo- 
cused on  speeding  up  the 
"last  mile,"  the  link  between 
homes  and  the  net's  high- 
speed backbone.  Although 
plenty  of  remedies  are  in  the 
works,  the  depressing  news 
is  that  there's  little  prospect 
of  widespread  improvement 
soon  for  most  of  us.  Worse, 
there  are  so  many  bottle- 
necks in  the  Internet  that 
even  a  dramatic  increase  in 
modem  speed,  by  itself,  might 
not  imj^rove  things  much. 

Web  pages  ai-e  the  worst 
culprit.  They  consist  of  a 
large  number  of  small  ele- 
ments that  have  to  be  down- 


ANTIDOTES  FOR  THE 
WORLD  WIDE  WAIT 


TWO-WAY  CABLE  Speedy  and 
cheap,  but  only  available 
in  very  limited  markets. 

DIGITAL  SUBSCRIBER  LINE 

Uses  existing  wires  for 
fast,  cheap  service,  but 
phone  companies  have 
been  slow  to  offer. 

SATELLITE  Available  every- 
whe'e,  but  expensive 
and  tricKv  to  set  up. 


DUAL-LINE  MODEMS  The 

potential  to  double 
current  modem  speeds, 
but  squabb!'  among 
makers  could  .'  jiay 
indefinitely. 


loaded  one  after  another.  The 
result  is  a  bit  like  driving 
down  a  street  with  a  stop 
sign  at  every  corner — you 
can't  build  up  any  speed.  Af- 
ter testing  a  variety  of 
modems  with  the  Net.Medic 
monitoring  progi'am  fi'om 
talSigns  Software,  I  found 
that  I  rarely  got  sustained 
speeds  faster  than  40  kilo- 
bits per  second  when 
loading  Web  pages. 
CRITICAL  MILE.  Much 
work  is  being  done  to 
speed  performance, 
from  faster  servers 
to  brow'sers  that 
can  download 
several  Web 
page  compo- 
nents at  once. 
As  the  rest  of 
the  net  speeds  up. 
the  last  mile  will 
become  more  critical. 
Three  approaches 
are  the  best  hope  to 
provide  the  fast  link 
consumers:  two-way  cable,  a 
telephone  technology  called 
digital  subsciiber  Unes  (dsl), 
and  satellite.  All  offer  gi-eat 
potential,  and  all  have  big 
problems. 

Tu'o-way  cable  is  great — if 
you  can  get  it.  Unlimited  ser- 
vice costs  ai'ound  .$40  a  month 
for  speeds  of  250  kbps  or 
more.  But  cash-starved  cable 
companies  ai'e  haixl-pressed  to 
upgrade  their  networks.  If 
you  get  your  cable  T\'  from 
Comcast  or  fi"om  one  of  the 
cable  services  working  with 
@Home  Network,  perhaps 
you  can  get  Internet  service 
\ia  cable.  The  @Home  service 
(www.home.net)  is  available 
fi-om  five  cable  companies  in 
16  U.  S.  markets.  Othei^wise, 
you're  likely  to  be  out  of  luck. 

Availability  also  plagues 


DSL.  This  technology  enables 
phone  companies  to  handle 
digital  signals  more  easily 
and  efficiently,  theoretically 
providing  speeds,  of  2 
megabits  per  second  (2,000 
kbps)  or  more  over  existing 
copper  phone  lines.  Besides 
being  four  times  faster  than 
standard  digital,  or  isdn,  dsl 
also  should  be  much  less  cost- 
ly. But  so  far  phone  compa- 
nies have  only  run  service 
trials.  "DSL  still  has  enough 
challenges  that  near-teiTn  de- 
ployinent  will  be  to  business- 
es. It  still  isn't  quite  there," 
says  Frank  J.  Wiener,  vice- 


speeds  up  to  400  kbps — ar 
it  delivers,  especially  on 
transfers  and  big  graphics. 

But  DirecPC  is  tricky  to  s^ 
up,  partly  because  you  hav 
to  supplement  the  satellite 
link — which  dowTiloads  stuj 
from  the  Net — with  a  dial-ij 
connection  to  send  out  sue 
tilings  as  recjuests  for  a  W^ 
page  or  E-mail.  An  Intemd 
senice  provider  (isP)  is  the  rd 
quired  link,  wliich  adds  moif 
to  an  already  expensive  propd 
sition.  DirecDuo  hardwarJ 
which  also  picks  up  TV  prq 
gramming,  costs  ai'oimd  $70(| 
plus  around  $250  if  you  war 
the  dish  installed.  Intemet 
vice  plans  range  from  $20 
$130  a  month,  plus  another 

or  so  for  an  is?  ad 
count.  And  bewaii 
The  setup 
cause  you  prot 

 lems  if 

need  to  did 
into  your  o\ 
fice  netw'ork 


president  and  general  man- 
ager of  DSL  products  for 
Paradyne,  a  former  AT&T  unit 
that  makes  communications 
gear.  On  Nov.  18,  Nortel  and 
Rockwell  Semiconductor  Sys- 
tems announced  a  new  ap- 
proach to  one  megabit  con- 
sumer DSL  that  could  make 
it  much  easier  for  phone  com- 
panies to  install. 
"FILE'S  DONE."  Internet-by- 
satellite  is  available  to  any- 
one wiio  can  position  an  18- 
inch  dish  with  a  clear  view 
of  the  southern  sky.  I  tried 
Hughes  Network  Systems' 
DirecDuo,  which  combines 
DirecTV  and  U.S.  Satellite 
Broadcasting  (USSB)  television 
service  with  DirecPC.  The 
service     offers  download 


^   N  Early  ne: 

year,  convention; 
modem  makers 
be  pushing  an  inm 
vation  of  theii"  own  to  pr 
speeds  of  over  100  kbps  ovi 
two  conventional  phone  line 
Don't  rush  out  to  buy  one] 
though.  Tliese  modems  layer 
new,  nonstandai'd  technolog 
on  top  of  the  current  confu 
sion  caused  by  two  incompat 
ible  56  kbps  standai'ds. 

In  the  short  run,  probabl 
the  best  hope  is  speeding  u 
the  rest  of  the  Net.  Intel,  fo 
example,  offers  servic 
providers  a  product  callei 
Quick  Web  that  gives  faste 
downloads  in  exchange  fo 
shghtly  lower  gi-aphics  qual: 
ty.  ISPS  are  storing  copies  o 
popular  pages  on  theii'  ow] 
servers  to  ease  the  jams  a 
popular  sites.  These  step; 
along  with  faster  connections 
will  ultimately  produce 
much  faster  Web.  Just  don 
expect  it  tomorrow. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Btimulating 


company.  One  account  team.  One  smart  solution. ;  Sometimes  more  is 
,'  more  irritating.  Especially  when  it  comes  to  working  with  a  lot  of  different  communications 
anies.  So  why  not  just  use  MCI.  For  everything.  From  Conferencing  to  Data  to  Internet  to 
service.  ^X1nat  you'll  get  is  a  single  account  team  dedicated  to  taking  care  of  ail  your  business's 
lunication  needs.  Whether  it's  coordinating  your  services  around  the  globe,  around  the  country 
iply  around  the  block.  So  sign  up  for  MCI.  It  goes  great  with  a  cup  of  coffee. 

EtlKlai  services  m  only  available  in  ceilain  areas  Ttiis  otter  is  only  available  lor  medium-large  businesses  with  local  service  over  MCI  lacittties  Not  available  in  all  areas  Call  lor  avallabllily 


Is  this  a  great  time,  or  what?  :-) 


MCI 


FUNDSNETWORK. 


TO  A  MUTUAL  FUND 

INVESTOR,  IT'S 

COMMAND 

CENTRAL. 


[lb 


)  Service:  1-800-544-0118  lor  the  deaf  and  hearing  inipaired  9  a  in  -  9  p.m.  ET. 

more  complete  information  on  any  fund  available  tlirough  FundsNetwork,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  n&e 

irce:  Momingscar  data  as  of  9/30/47  and  includes  all  equity  and  bond  funds  tracked  by  Momingstar  Highly  rated  kinds  were  defined  as  those  lunds  that  have  a  4-  or  5-siar  overall  Momingstar  jSr. 
dsNetwork  offers  access  to  575  4-suir  and  25]  5-slar  rated  funds  out  ol  2,914  lunds  as  ol  9/30/97  Momingstar  equity  lund  universe  includes  doinestic  slock  funds  (which  included,  but  were  not  p 
;rowth  and  income,  and  equity  income  objeciives).  international  stock  lunds,  and  specialty  lunds  Momingstar  bond  (und  universe  includes  both  taxable  and  non-taxable  bond  funds  Momingst.jpr 
.ary  ratings  reflect  historical  nsk-adjusted  pcriomiance  as  ol  9/30/97  The  ratings  are  subject  to  change  every  month,  Momingstar  ratings  are  calculated  from  a  fund's  3-,  5-  and  10-year  average  hi 
ms  in  excess  of  90-day  Treasury,  including  loads,  il  appropriate,  and  a  risk  factor  that  reflects  performance  below  the  90-day  Treasury  Of  all  lunds  in  each  category,  10%  rate  5-stars  from  Moriiipl; 
'%  rale  4-siars,  and  35%  rate  3-stars    'All  fees  described  iii  the  funds'  prospectuses  still  apply  Fidelity  Brokerage  Services,  Inc  or  its  brokerage  afliliates  may  be  remunerated  lor  providing  certain  i^r 


FIDELITY  FUNDSNETWORK:  FUNDS  FROM  OVER  300  COMPANIES,  INCLUDING  FIDELITY 


m 

lETWORK® 

HOOSE  FROM 
MORE  THAN 
FUND  FAMILIES, 
INCLUDING; 

Babson 

Baron 
Bcrger 
Cohen  &  Stecvs 
Dreyfus 
Founders 
Gabelli 
Hearlland 
INVESCO 

Janus 
Lexington 
Montgomery' 
euberger  &  Bcnnan 
Oakmavk 
PBHG 
Robertson  Stephens 
Stein  Roe 
Strong 
Warburg  Pincus 
\ND  MANY  MORE 


Now  you  can  control  all  \'our  mutual 
fund  investing,  m  one  convenient  account. 

With  FundsNetwork,  control  means 
choices.  You  have  access  to  over  800  four- 
and  hve-star  funds.'  And  only  with 
FundsNetwork  can  you  gel  Fidelity  funds 
without  papng  a  transaction  fee.-  This 
combination  of  choice  and  value  is  why 
SmartMoncy  magazine  rated  Fidelity 
"#1  mutual  fund  provider." 
Control  also  means  con\-enience.  With  FundsNetwork,  you  can  access  your 
account  b\'  phone  or  online  24  hours  a  day 
And  for  online  investors,  there's  Fund 
F valuator. '  the  new  research  tool  that  lets  vou 


anah'ze  funds  according  to  \'our  owii  needs. 

To  gel  started,  \isii  our  Web  site  or  call 
toda)'.  Soon,  you'll  expenence  what  every 
investor  wants,  complete  control. 


Contact  us  for  FundScrecns, 
a  list  of  highly  rated  funds, 
and  take  control  nou. 


FUNPSCRFENS 


www.fidelity.com 


1-800-544-3025 


Fideiiiy 


Inuestments 


WHERE  12  MILLION  INVESTORS  PUT  THEIR  TRUST. 


1  shareholder  semces  to  the  fund  famihes.  For  more  informaiion  on  the  FundsNetwork  program,  call  for  a  Funtis.VetULirfe  Pirjommcc  Directory,  "The  Best  and  Worst  Discount  Brokers 
y,  July  1997  Smiir!,Moiiev  is  a  registered  trademark  of  imiiri.Vlont'v,  a  joint  venture  of  Do\s  Jones  &  Company,  inc  and  the  Hearst  Corporation  and  SmanWoney  is  not  affiliated  vvii 
r^-ey  based  on  evaluation  of  21  discount  brokers  for  9  categories,  including  mutual  fund  offerings.  Mutual  fund  offenngs  ranked  by  SmcirlMonev  based  on  quantity  and  quality  of  tunc 
s  well  as  trading  costs  through  vanous  electronic  semces.  Not  all  discount  brokers  sur\  eyed  offered  mutual  funds  or  electronic  services  to  their  customers  Share  pnces  and  returr 
idelity  Distributors  Corporation  (General  Distribution  Agent  for  Fidelity  funds),  FundsNetwork  is  a  registered  trademark  of  FMR  Corp  and  a  service  pro\  ided  by  Fidelity  Brokeraj 
ic.  Member  N"i'SE,  SIPC,  '  2b/43530,0C 


Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


A  BAILOUT 

WONT  DO  THE  TRICK  IN  KOREA 


END  GAME: 

It's  time  for  a 
major  break. 
Statism  must 
go,  and  foreign 
investors  must 
be  allowed  to 
clean  up  the 
mess  through 
banking  and 
corporate 
restructurings 


Rudi  Dornbusch  is  profess.T  of 
economics  and  management  at 
Massachusetts  Institute  oi  Technology 


Korea  is  the  most  recent  emerging  mar- 
ket domino  to  tumble.  No  surprise 
that  the  country  is  asking  the  imf  for 
a  giant  $60  billion  package  to  avoid  defaulting 
on  its  external  debt.  It  is  yet  another  econo- 
my that  had  prudent  public  finance  and  a 
small  public  debt,  high  gi'owth  and  a  good 
name.  But  under  the  surface  there  was  a  dif- 
ferent reality:  two  decades  of  failure  to  pi-o- 
mote  regulation,  competition,  strict  credit  poli- 
cies, and  clean  govemment.  Koi'ea  desperately 
tried  to  become  like  Japan  and  the  bad  news 
is,  it  succeeded.  What  went  wrong  and  what 
to  do  about  it? 

Excessive  liquidity  in  the  woi'ld  capital 
market  encouraged  indiscriminate  lending  in 
Asia.  Just  about  any  countiy,  bank,  or  com- 
pany could  get  loans  at  a  slight  premium 
over  what  the  U.  S.  government  pays.  Reali- 
ty was  set  aside,  and  testing  the  credit-wor- 
thiness of  loan  customers  was  abandoned.  No 
one  added  up  total  loan  exposm'es  or  the  tim- 
ing of  cash  flows  to  pay  for  loans  falling  due. 
There  is  an  u'ony  in  all  this.  In  the  1980s,  we 
suffered  an  emerging-market  debt  crash  in 
the  context  of  a  tightening  of  world  liquidity. 
This  time  around,  the  problem  is  too  much 
liquidity. 

There  are  several  fundamental  problems 
of  the  Korean  economy  that  lie  behind  the 
current  banking  and  corporate  crisis.  Statism 
has  become  counterproductive.  Even  today, 
the  government  is  central  to  the  coin-se  of  the 
economy  in  a  way  that  is  only  matched  by 
Japan.  Statism  was  helpful  decades  ago  at 
the  thi-eshold  of  development.  But  now,  plan- 
ning and  interventionism  must  give  way  to 
mai-kets  and  decentralization  in  order  to  solve 
the  increasing  complexity  of  economic 
decisionmaking. 

CLUELESS.  The  financial  system  has  become 
dysfunctional.  For  decades,  Seoul  allocated 
credit,  and  the  financial  system  was  merely 
the  cash  registei'.  Today,  that  system  is  plain 
banki-upt,  with  a  cleanup  cost  estimated  at 
15%  of  gross  domestic  product. 

The  industrial  stnicture  of  Korea  is  unbal- 
anced. A  handful  of  companies  control  50%  of 
GDP.  These  chaebol — large  in  terms  of  con- 
centration and  vast  in  the  range  of  activi- 
ties— operate  under  a  centralized,  bureau- 
cratic leadership.  They  lack  the  agility  to 
adapt  to  rapidly  changing  opportunities  and 
needs.  In  fact,  they  have  no  clue  as  to  their 
future. 


Korea  is  caught  between  competition  fr^ 
low-wage  economies  such  as  China  and  Souti- 
east  Asia  on  one  side,  and  Japan  on  the  oth': 
Korean  manufacturing  will  find  it  increasini- 
ly  difficult  to  compete  in  the  world  mark(. 
The  competitive  devaluations  of  Asian  cu- 
rencies  is  a  further  bui'den. 

Korean  democratization  has  changed  tljt 
workplace.  It  has  brought  to  an  end  a  worjl 
where  wages  lagged  productivity  by  yeai; 
where  labor-  was  patient  beyond  behef,  ai» 
strikes  only  took  place  after-  work.  Democr- 
tization  has  also  brought  to  the  surface  vac 
political  cor-ruption,  as  per-vasive  as  the  b:l 
debts  in  the  banking  system.  In  fact,  the 
are  twins. 

Just  as  in  Japan  (or-  in  Ger-many),  ever- 
thing  in  Kor-ea  fimctions  with  clockwork  pr-- 
cision.  The  trouble  with  so  much  regiment- 
tion  by  gover-nment  and  corpor-a; 
bur-eaucr-acies  is  that  creativity  is  stifled.  D- 
spite  impr-essive  human  capital,  innovatio 
hasn't  caught  on.  Getting  ahead  is  just  not  a 
engineering  question. 

ELBOW  GREASE.  Korea  cannot  get  out  of  th 
crisis  with  quick  fixes.  Some  extra  devalue 
tion,  a  little  r-efor-m,  more  subsidies  to  b;i 
businesses  and  banks,  and  an  external  al 
package  that  shores  uj)  loans  won't  do.  1} 
this  disgr-aced  government  is  about  to  Ion 
at  the  polls,  the  new  leadership  must  make, 
dr-amatic  br-eak.  Korea  needs  to  open  up  ii 
economy  ftilly  to  outside  participation.  For-eiji 
investor-s  must  take  over  and  clean  up  tl} 
mess  with  a  wave  of  uncompr-omising  corp' 
r-ate  and  bairking  r-estnicturings  that  ar-e  lot 
overdue.  Neither  the  gover-nment  nor  the 
r-ean  business  community  can  do  the  job. 

The  almost  daily  call  on  the  Inter-nationi^ 
Monetar-y  Fund  for  new  emer-gency  loans  )i 
r-apidly  subverting  that  agency  and  the  fun[ 
tioning  of  inter-national  capital  mar-kets.  Tli, 
IMF  has  become  a  lender-  of  diiily  r-esort.  A  cri- 
sis such  as  the  present  one  must  be  exploittjl' 
to  put  in  place  a  better*-functioning  econom|, 
A  minor  attempt  was  made  in  Indonesia.  L 
Kor-ea  ther-e  is  a  chance  to  go  a  gr-eat  dei 
further  Foreign  lender-s,  the  imf,  the  U. 
and  whoever  else  participates  must  settle  f* 
nothing  less.  Insisting  only  on  a  budget  pac| 
age  that  sets  aside  some  money  for  barf 
cleanup  won't  cut  it.  But  if  Korea  is  unwillin 
a  mor-atorium  on  commer-cial  debt  service  w 
teach  both  the  countr-y  and  its  markets  4 
overdue  lesson.  pi 
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Economic  Trends 


BY  GENE  KORETZ 

THE  INSCRUTABLE 
YIELD  CURVE 

Is  it  really  signaling  a  slowdown? 

Keep  your  eye  on  the  yield  cui-ve — 
the  spread  between  the  interest 
rates  of  debt  securities  with  different 
maturities.  One  of  the  most  sensitive 
economic  barometers,  its  behavior  in  re- 
cent months  is  stirring  a  hot  debate 
among  economists. 

In  assessing  the  yield  cui"ve's  impli- 
cations, the  general  nale  is  that  an  up- 
wardly sloping  curve  (the  usual  condi- 
tion, in  which  yields  are  higher  as 
maturities  lengthen)  points  to  an  ex- 
panding economy,  while  a  flat  or  down- 

THE  YIELD  CURVE 
HEADS  SOUTH 

:,4 
1. 
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A  PERCENTAGE  POINTS 

DATA  DOW  JONES  TELERATE 

ward-sloping  cui^ve  means  a  slowing  or 
contracting  economy.  And  changes  in 
the  slope  signal  changes  in  the  future 
pace  of  economic  activity. 

What's  cuiTently  causing  a  stii'  is  that 
the  yield  curve  has  flattened  dramati- 
cally in  I'ecent  months — and  for  unusual 
reasons.  Indeed,  since  business  week 
first  discussed  this  development  a  few 
weeks  ago  (BW — Nov.  17),  the  yield  gap 
between  10-year  and  3-month  TY-easury 
securities,  which  had  narrowed  since 
early  April  from  1.64  to  only  0.73  of  a 
percentage  point,  has  plunged  even 
more,  to  0.5(5  of  a  percentage  point. 

Ordinarily,  such  a  flattening  of  the 
yield  cuive  would  foreshadow  a  sharp 
slowdov/n  in  gi'owth,  and  that  in  fact 
is  wli<n  many  experts  predict.  The 
ciu-ve's  '■■.uiambiguous  message"  is  that 
less  exub:  rant  activity  lies  ahead,  says 
Bruce  Stei;>  -vg  of  Menill  Lynch  &  Co., 
who  sees  g.  ilh  slowing  to  2.5%  in 
1998,  vdth  "th  ■  .'i.-  ks  on  the  downside." 

Economist  Jos^  Carson  of  Deutsche 
Morgan  Grenfell,  now  ever,  notes  that 
the  current  narrowing  of  spreads  is 
atypical:  Usually,  it  is  the  Federal  Re- 


serve that  sets  the  process  in  motion  by 
pushing  up  short-term  interest  rates 
closer  to  long  rates.  But  this  time 
around,  short  rates  have  been  relatively 
stable  since  March,  while  long  rates 
have  fallen  in  apparent  response  to  in- 
vestors' expectations  that  gi-owth  would 
slow  and  inflation  would  stay  low. 

"History  shows  that  when  the  yield 
curve  flattens  in  response  to  investors' 
expectations,  rather  than  to  monetary 
tightening,  it  loses  accui-acy  as  a  leading- 
indicator,"  says  Carson. 

Noting  that  the  economy  has  gi'own 
by  about  4%  over  the  past  year,  Car- 
son's colleague  Joseph  LaVorgna  points 
out  that  the  economy  slowed  from  such 
a  pace  only  six  times  since  1962,  and  in 
each  case  the  Fed  pushed  up  rates  sig- 
nificantly. Thus,  Carson  and  LaVorgna 
think  the  economy  will  continue  to  ex- 
pand briskly  in  coming  quarters — until 
the  Fed  finally  acts  to  slow  things  down. 

Time  may  prove  them  right,  but 
many  economists  are  dubious.  In  a  re- 
cent article  in  Business  Economics, 
Robert  D.  Laiu-ent  of  the  Federal  Re- 
serve Bank  of  Chicago  argues  that 
short-term  rates  reflect  the  supply  of 
credit,  whereas  long-term  rates  reflect 
demand.  Thus,  if  long  i-ates  decline  while 
short-teiTO  rates  are  steady,  the  impli- 
cation is  that  a  slowdown  lies  ahead. 

It  has  happened  before.  In  the  second 
half  of  1985  and  early  1986,  notes  Lau- 
rent, when  long-teiTii  rates  fell  sharply 
in  the  face  of  a  stable  federal  funds 
rate,  most  economists  were  expecting 
buoyant  gi-owth  ahead.  Insteacl,  first- 
quarter  gi'owth  in  1986  came  in  at  just 
0.6%  and  the  Fed  had  to  lower  rates 
four  times  in  subsequent  months  to  re- 
vive the  flagging  economy. 


THE  HIGH  COST 
OF  CORRUPTION 

It's  a  "tax"  on  foreign  investment 

The  recent  agreement  by  major 
industrial  nations  to  a  treaty  out- 
lawing bribery  of  foreign  government 
officials  should  actually  help  many  de- 
veloping nations  to  attract  much  needed 
foreign  dii-ect  investment.  That's  an  im- 
plication of  a  new  study  by  Hai-vard 
University  economist  Shang-Jin  Wei  of 
the  impact  of  corraption  on  investment 
flows  from  14  source  countries  to  45  re- 
cipient countries  in  the  early  1990s. 

Other  things  being  equal,  Wei  finds 
that  coiTuption  levels  act  like  taxes  in 
deterring  foreign  investment.  He  esti- 
mates that  an  increase  in  a  countiy's 


level  of  corruption  from  that  of  Sin^ 
pore,  where  it  is  low,  to  that  of  Mexid 
where  it  is  relatively  high,  reduces  fd 
eign  investment  as  much  as  a  20-pe 
centage-point  increase  in  the  tax  rate 
foreign  corporations. 

Despite  loimors  to  the  contraiy, 
also  finds  that  conniption  in  East  Ai 
tiuTis  off  foreign  investors  as  much  as| 
does  in  other  parts  of  the  globe.  And 
finds  that  investors  from  many  oti 
industrial  countries  besides  the  U.l 
are  averse  to  host  country  coiTuptioij 

Even  China,  which  has  attracted| 
high  level  of  investment  despite  sij 
cant  cori'uption,  has  received  relative 
little  capital  fi'om  major  industrial  con 
tries.  Over  60%  of  its  foreign  inve^ 
ment  in  the  past  decade,  notes  Wei, 
come  from  overseas  Chinese,  who  "mj 
be  able  to  use  personal  connections 
substitute  for  the  mle  of  law." 


U.S.  INVESTMENT 
ABROAD  PAUSES 

Only  Asian  factories  got  more  in  'I 


Aftei-  soaring  80%.  in  1995,  U.  S.  f 
eign  direct  investment  leveled 
last  year  at  $85.6  billion— just  $500 
lion  more  than  the  1995  total,  repo 
Deloitte  &  Touche.  Beneath  the  sulfa 
however,  was  a  sharp  shift  in  secto: 
flows,  vrith  manu 


LESS  U.S.  INVESTMENf 
IN  FOREIGN  FACTORIEI 


DIRECTINVESTMENTI 
MANUFACTURING  OVERSEAS! 


facturing  invest- 
ment plunging  by 
33%,  or  $14  bilUon. 
as  investment  in  fi- 
nancial services 
surged  by  140%, 
or  $17.5  billion. 

In  manufactur- 
ing, Europe  re- 
mained by  far  the 
favorite  tai'get  but 
garnered  30%  less 
dollars  than  in 
1995.  And  such  in- 
vestment in  Latin 
American  facilities 
declined  by  70%  in  the  wake  of  shal 
ciurency  volatility.  Indeed,  the  only  i' 
gion  posting  an  increase  in  1996  wji 
the  Asia-Pacific  area,  led  by  Japal 
where  the  inflow  for  manufacturing  o- 
erations  nearly  doubled,  to  $1.5  billio 

As  for  1997,  Deloitte  reports  that  ci- 
rency  turmoil  in  East  Asia  has  causd 
some  U.  S.  manufactui'ers  to  defer  i- 
vestment  there.  But  it  also  notes  th; 
investment  picked  up  in  Latin  Amerin 
this  year,  suggesting  that  a  similar  r- 
bound  in  Asia  may  not  be  far  off. 
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ETURN  OF 

IE  MONSTER  TRADE  DEFICIT 

}orts  are  set  to  surge,  and  Asia's  meltdown  could  make  things  worse 


us.  ECONOMY 


LS.  APPETITE  FOR 
RTS  KEEPS  GROWING 


IMPORT  SHARE  OF 
lOMESTIC  DEMAND 

NONOIL  GOODS 


With  Asian  economic  troubles 
spreading,  U.  S.  foreign  trade 
:k  in  the  spotlight.  And  as  economists  begin  to  fo- 
nore  intently  on  the  outlook  for  1998,  what  they 
n  the  trade  front  is  not  pretty, 
en  before  the  Asian  meltdown,  prospects  for  next 
5  trade  deficit  were  not  good.  A  steady  flood  of  im- 
;  was  expected  to  surpass  healthy,  but  slower, 
th  in  exports.  Now,  the  export  outlook  is  a  bit 
iY,  given  the  probability  of  less  demand  fi'om  Asia 
^atin  America.  And  with  U.  S.  domestic  spending 
'  to  stay  strong  for  a  while  longer,  imports  will 
in  faster  than  previously  anticipated,  especially 
more  Asian  imports,  made  cheaper  by  weaker 
1  currencies,  may  likely  head  this  way  (chart). 

The  bottom  line  is  that  the 
trade  deficit  for  goods  and  ser- 
vices, before  adjusting  for 
price  changes,  is  on  track  to 
hit  about  $115  billion  this  year, 
the  largest  since  1988.  For 
1998,  the  gap  could  easily  ap- 
proach $150  bilhon.  Looking 
at  the  trade  numbers  in  the 
way  they  are  added  into  the 
real  gi-oss  domestic  product, 
the  wider  deficit  could  sub- 
between  one-third  and  one-half  of  a  percentage 
from  next  year's  growth. 

)st  of  that  reduction  would  have  happened  even 
)ut  the  mess  on  the  Pacific  Rim.  In  fact,  85%  of 
:06  economists  surveyed  in  November  by  the  Na- 
1  Association  of  Business  Economists  rejected  the 
n  that  Asian  markets  would  have  a  significantly 
rse  impact  on  the  U.  S.  economy.  Even  so,  the 
;  survey  projects  a  sharp  deterioration  of  the 
!  gap,  which  will  help  slow  U.  S.  growth  to  2.4%  in 
from  a  robust  3.7%  expected  for  this  year.  The 
)mists  anticipate  that  the  1998  trade  picture  will 
nue  the  patterns  of  1997:  solid  exports,  but  surg- 
mports. 

SEPTEMBER  TRADE  DATA,  which  contained  lit- 
any fallout  fi-om  the  Asian  crisis,  cleaiiy  illustrated 
i  trends.  The  month's  trade  deficit  widened  to 
billion,  from  $9.5  billion  in  August.  Exports  de- 
i  0.7%,  although  with  their  prices  dropping,  the 
i  in  infiation-adjusted  exports  remains  healthy. 
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September  imports,  however,  continued  to  head  higher, 
climbing  1.2%  to  $89.1  billion,  another  record  high. 

At  fii-st  blush,  the  doubling  in  size  of  the  deficit  with 
Asia's  newly  industrializing  countries  (Nics)  suggests 
some  early  impact  of  the  market  crisis.  However,  the 
countiy  data  are  not  seasonally  adjusted,  and  the  trade 
gap  with  that  region  typically  swells  this  time  of  year 
as  retailers  lay  in  goods  for  the  holidays.  Last  yeai',  the 
deficit  with  the  Asian  Nics  nearly  tripled  from  August 
to  September.  A  clear  reading  of  any  trade  effects  in 
the  data  will  not  be  possible  until  early  next  year. 

For  now,  little  relief  is  in 
sight  for  the  import  side  of    CONSUMERS  SHRUG  OFF 
the  trade  ledger.  To  begin        MARKET  TURMOIL 
with,  a  given  level  of  U.  S.  de- 
mand brings  in  far  more  im- 
ports than  it  used  to.  Imports 
now  account  for  a  record  31% 
of  domestic  demand  for  nonoil  loo 
goods,  up  sharply  from  19% 
when  this  expansion  began  in      ,f^fi  95  nqv  97 

1991,  and  more  than  double     a  index:  i985=ioo 

.1       ,  r.^      1  •  /-I  1  DATA  CONFERENCE  BOARD 

the  13%  share  m  1980.  Capital 

goods  account  for  most  of  that  increased  penetration, 
and  in  a  sense  that's  good,  because  it  represents  U.  S. 
investment  that  will  eventually  improve  productivity 
and  damp  inflation. 

However,  since  the  U.  S.  also  exports  a  lot  of  capital 
equipment,  such  items  balance  out  somewhat  and  do 
not  account  for  the  lion's  share  of  the  increase  in  the 
trade  deficit.  Since  early  1991,  consumer  goods  and 
autos  have  been  responsible  for  54%  of  the  widening  in 
the  trade  gap  for  goods;  a  shrinkage  in  the  capital- 
goods  surplus  has  accounted  for  only  29%. 

LOOKING  AHEAD,  that  mix  will  be  bad  news  for  the 
trade  deficit.  On  the  export  side,  the  biggest  impact  on 
U.  S.  shipments  to  Asia  and  Latin  America  is  likely  to 
hit  capital  goods,  as  countries  scale  back  their  infra- 
stmctui'e  projects.  And  on  the  import  side,  U.  S.  con- 
sumers show  few  signs  that  they  are  ready  to  slow 
their  spending  pace  in  a  lasting  way. 

Indeed,  consumers  remain  optimistic,  even  after  the 
late-October  stock  market  swoon  (chart).  The  Confer- 
ence Board's  confidence  index  rose  to  128.3  in  No- 
vember, from  123.4  in  October.  Consumers'  assess- 
ment of  the  present  economic  situation  jumped  from 
147.5,  to  158.9,  the  highest  reading  since  1969.  Ex- 
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pectations  for  the  future  edged  up  from  107.3  to  107.9. 

That  upbeat  mood  was  echoed  in  the  household  sur- 
vey done  by  the  the  University  of  Michigan.  Such  eu- 
phoria undoubtedly  reflects  the  strongest  labor  market 
in  a  generation.  The  board's  survey  shov^^ed  that  37.5% 
of  consumers  characterized  jobs  as  "plentiful"  in  No- 
vember. That's  up  from  33.7%  in  October. 

And  looking  toward  early  1998,  the  latest  quarterly 
sui'vey  of  16,000  employers  taken  by  Manpower  Inc. 
showed  that  more  employers  report  plans  to  increase 
their  payrolls  in  the  first  quarter  of  next  year  than  dui- 
ing  any  first  quarter  since  1976.  That  hiiing  pace  should 
push  consumer  optimism  even  liigher,  which  will  lead  to 
even  bigger  increases  in  spending  for  both  domestical- 
ly made  products  and  imports. 

THE  OUTLOOK  FOR  THE  TRADE  GAP  would  be  far 

worse  if  exports  weren't  expected  to  do  well  next  year. 
In  September,  exports  slipped  to  $78  biUion,  but  they'i-e 
still  up  10.7%  from  a  year  ago.  And  when  the  elTects  of 
price  changes  are  taken  out,  the  volume  of  exported 
goods  is  growing  25%  from  last  year  (chart).  Add  in 
services,  and  real  exports  are  up  about  15%. 

For  1998,  export  growth  vrill  likely  slow  to  the  high 
single-digit  territory — still  stronger  than  the  economy 
as  a  whole.  Clearly,  though,  foreign  shipments  will 
take  a  hit  from  the  rising  dollai'  and  Asia.  Since  the  dol- 
lai"  began  to  rise  in  1995,  companies  have  cut  the  prices 


CANADA 


IT'S  CHILL-OUT  TIME 


EXPORT  GROWTH 
iS  IMPRESSIVE 


of  their  goods  in  dollar  terms,  so  that  the  merchandij 
remains  competitive  when  pi'iced  in  local  currenci' 
However,  if  the  dollar  continues  to  strengthen  and 
profit  gi'owth  in  the  U.  S.  begins  to  falter,  then  com 
nies  might  feel  forced  to  mark  up  their  exports.  Hi 
er  prices  would  then  cut  into  volume 

Asia  will  also  pose  a  prob- 
lem. The  Pacific  Rim  from  Ko- 
rea to  Australia  buys  just  over 
a  quarter  of  U.  S.  exports. 
Japan  alone  accounts  for  9% — 
although  that's  dovm  from  11% 
in  1995.  In  fact,  for  all  the  at- 
tention focused  on  Southeast 
Asia,  the  bigger  threat  to  U.  S. 
expoit  growth  will  likely  come 
from  Japan's  continued  prob- 
lems in  jump-starting  its  do- 
mestic economy  and  modeiTiizing  its  fuiancial  system. 

Ironically,  the  deterioration  in  trade  comes  at  a  tin 
when  U.  S.  companies  have  made  great  efforts  to  b 
come  competitive  sellers  around  the  globe.  But  even 
the  growth  rate  for  exports  manages  to  remain  in  t 
low  teens  next  year,  the  rise  will  do  little  to  offsl 
the  expected  surge  in  imports.  And  that  tremendo 
appetite  for  foreign-made  goods  is  why  the  forei 
deficit  in  1998  may  well  surpass  the  gap  of  1986  as  t. 
largest  on  record. 
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Despite  unsettled  financial 
markets  in  the  wake  of  the 
Asian  crisis,  the  Bank  of  Canada 
decided  that  it  could  no  longer  de 
lay  an  interest-rate  hike.  On  Nov. 
25,  it  raised  the  bank  rate  by  a 
quarter  point  to  4%, 
after  similar  moves  on 
June  26  and  Oct.  1, 
and  more  hikes  are  on 
the  way.  The  BOC  said 
persistent  weakness  in 
the  Canadian  dollar 
since  late  October  had 
resulted  in  a  further 
■'ill'.,' >!  ;ropriate"  easing 
of  .  •:  •■  ■(]  monetary 
condK  '     that  were 
alrea;:     -('"hly  stimulative. 

Thfc        for  tighter  policy:  Ro- 
bust douK     •  demand,  fueled  by 
low  interesi    j     and  strong  job 
gains,  will  lirt    ,"?i)omic  growth  to 
4%  this  year  and  next.  Given  the 


THE  CANADIAN  DOLLAR'S 
LATEST  SWOON 
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strength  in  interest-sensitive  sec- 
tors, the  second-half  pace  may 
even  exceed  4%.  The  BOC  says 
output  is  now  1^%  below  the  full- 
capacity  level.  If  gi'ovrth  doesn't 
slow,  that  gap  will  close  by  late 

1998,  generating  infla- 
tion. In  his  Nov.  19 
Monetary  Policy  Re- 
poil,  BOC  Governor 
Gordon  Thiessen  re- 
peated the  central 
bank's  intentions  to 
move  policy  toward  a 
more  neutral  stance, 
but  he  expressed  con- 
cern about  shaky  fi- 
nancial markets. 
What  forced  Thiessen's  hand 
was  the  3.3%-  plunge  in  the  Cana- 
dian dollar  vs.  the  U.  S.  dollar 
since  early  October,  taking  it  close 
to  a  3-year  low  of  U.  S.  70.4<?  on 
Nov.  24.  That  drop  has  offset  the 


tightening  effect  of  the  two  earli- 
er rate  hikes.  The  swoon  mainly 
reflects  Asian  turmoil:  A  flight  to 
quality  has  pumped  up  the  green- 
back at  the  Canadian  dollar's  ex- 
pense, and  prices  of  key  Canadian 
commodities  exports  are  likely  to 
weaken.  Also,  Canada's  trade  out- 
look is  not  good,  as  booming  de- 
mand sucks  in  imports. 

But  for  1998,  Thiessen  says  cur^ 
rency  basics  look  solid,  after  fac 
toring  in  sti'ong  gi'owth,  low  infla- 
tion, improved  federal  finances, 
and  political  calm.  In  fact,  exclud- 
ing the  U.  S.  dollai",  the  cuirency 
has  appreciated  this  year,  pushing 
down  import  prices  and  overall  in- 
flation. The  BOC  expects  consumer 
inflation,  at  1.5%  in  October,  to 
stay  in  the  lower  half  of  its  1%-to 
3%  target  range  in  the  months 
ahead.  And  frirther  rate  hikes  will 
attempt  to  keep  it  on  target. 
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Wired  for  management. 


Today's 
expanded  desk 
top  capabilities  and 
plosion  ol  the  Internet  have  made  cor- 
e  computing  networks  increasingly 
lex  to  manage.  As  a  leading  supplier 
V  technologies  to  the  computer  industry, 
s  committed  to  delivering  solutions 
in  point:  the  new  Pentium"  II  processor 
lition  to  advancements  that  make  it  the 
powerful  Intel  processor  ever  available. 

cl  Corporjlion 


Vie  new  Intel  Pentium  J  I  processor. 


J 


It's  also  specilically  instrumented  lor  manage 
ability.  It  contains  monitoring  and  sell-test 
circuitry  that  help  mmimize  downtime  and 
provide  valuable  data  to  man- 
agement applications.  Of 
course,  designing  manageability 
into  the  Pentium  II  processor  is 
just  the  beginning.  Through 
our  "Wired  for  Management" 


pentium'II 


initiative,  we're  working  with  other  PC 
industry  leaders  like  Compaq.  Dell. 
Hewlett-Packard  and  IBM  to  create  guide- 
lines for  a  new  generation  of  highly  manageable 
systems.  PCs.  Network  PCs  and  servers  based 
on  those  guidelines  can  help  simplify  network 
management  and  lower  your  total  cost  of 
ownership.  To  learn  more  about 
manageability  and  the  Pentium  II 
processor,  visit  our  Web  site 


■  www.intel.com/Pentiumll 


intel 


The  Computer  Inside. 


ws:  Analysis  &  Commentary 


4^ 


THE  L0F11 
GEniNf 

Why  this  round  of  mind-bogj 


Has  the  takeovei"  paity  gotten  out 
of  hand?  A  lot  of  people  ai"e  ask- 
ing that  question  after  MCi  Com- 
munications accepted  World- 
Com's $42  billion  merger  bid, 
Starwood  Lodging  Ti'ust  announced  a 
$10  billion  deal  for  itt,  and  First  Union 
agi'eed  to  buy  CoreStates  Financial  for 
$17  billion  in  a  matter  of  weeks. 

The  numbers  are  mind-boggling.  U.  S. 
merger  volume  has  swelled  to  some 
$800  billion  so  fai-  this  year,  already  well 
beyond  last  year's  record  of 
billion.  And  acquirers 
are  r.aying  an  average  of  28 
timt--.  cHrnings,  vs.  25  three 
years  ,•  '  .!.  "These  are  prices 
you  id    never  have 

dreanii  r  •  a  year  ago,"  says 
Robert  /  '  'ns,  tax  specialist 
at  Lehm;,  i^>n)thers  Inc. 
"Things  are  taxing  to  get  a 
little  out  of  cor.i^-.,,!." 

The  situation  doesn't  ap- 
proach the  excesses  \A'  Die  late 
1980s.  Back  then,  the  l;uyers 


were  hot-shot  fi- 
nanciers looking  for 
a  quick  buck  from  junk-fi- 
nanced leveraged  buyouts 
and  coi-porate  raids. 
In  the  1990s,  by  contrast, 
deals  appear  to  be  driven  more 
by  solid  business  logic.  The  most 
powerful  economic  forces  of  our 
era — heightened  international  com- 
petition, the  rise  of  fleet-footed  entre- 
preneurs, an  explosion  of  new  infomia- 
tion  technologies,  and  deregulation — are 
transforming  industries  from  telecom- 
mimications  to  health  cai-e.  Consolidation 
follows  as  companies  seek  ways  to  boost 
revenue  and  cut  costs. 

But  piice  matters.  Indeed,  several  ac- 
counting experts,  bankers,  and  ana- 
lysts are  warning  that  valuations  ai'e 
reaching  unjustifiable  levels.  The 
signs?  Buyers  seem  excessively  opti- 
mistic about  the  costs  they  can  slash  out 
of  theii*  newly  combined  companies.  Sev- 
eral high-piiced  acquisitions  are  in  trou- 
ble. More  and  more  deals  are  fimded  by 
sky-high  stock.  And  investors  are  start- 
ing to  react  badly  to  news  of  megamerg- 
ei-s.  Taken  together,  these  factoi-s  suggest 
that  the  great  merger  wave  of  the  1990s 
may  be  cresting.  "These  things  happen  at 
the  end  of  a  bull  market  in  takeovers," 
says  Roy  C.  Smith,  professor  at  New 
York  Umvei'sity  and  a  limited  paitner  at 


ffl  or 


nersec 


Goldman,  Sachs  &  Co.  "People  start  c 
ing  deals  that  make  less  sense  than  t 
earlier  ones." 

COMMON  THEME.  The  good  news:  Sin 
many  of  the  current  mergers  are  sto 
deals,  they  can't  go  as  badly  awry 
the  leveraged  deals  of  the  1980s.  Wh 
companies  can't  meet  interest  paymen 
they  can  sink  into  default.  When  coi 
panies  pay  too  much  in  stock  and  hop« 
for  earnings  gains  don't  materialis  mm 
their  shares  get  hammered,  but  th 
are  still  afloat,  notes  Robert  H.  LycJ^soi 
head  of  Institutional  Capital  Corp., 
Chicago-based  money  management  flr 

Still,  there  is  evidence  that  stock  d 
disappoint  over  tiine.  A  study  by  Ui  Wsbe 
vei-sity  of  Iowa  finance  pi'ofessoi-s  Timot  iiScpi 
J.  Loughi'an  and  Anand  M.  Vijh  shoi 
that  returns  on  stock  deals  over  fl' 
years  ai'e  well  below  the  returns  on  ca 
acquisitions.  One  reason:  Managers  ty]  tki 
cally  only  pay  with  stock  they  believe 
ovei-piiced.  "It's  funny  money,"  says 
William  Benedetto,  head  of  his  own 
vestment  banking  firni.  "They're  tradi 
one  overvalued  stock  for  another." 

This  is  the  fifth  major  cycle  of  merge 
in  U.  S.  history.  In  the  Great  Merg 
Wave  of  the  turn  of  the  century,  as  mu 
as  half  of  all  U.  S.  manufactming  capa 
ty  was  on  one  side  or  the  other  of 
merger.  That  was  followed  by  merg 
waves  in  the  1920s,  1960s,  and"  1980s, 
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RICE  OF 
TCHED 

3rs  could  be  coming  to  a  close 


ommon  theme  in  all  these  cycles 
,  the  booms  sow  the  seeds  of  theii* 
estruction,  says  David  J.  Ravens- 
economist  at  the  University  of 
,  Carolina  at  Chapel  Hill.  Each 
e  adds,  has  been  built  on  a  key  in- 
on  or  idea  for  coping  with  dra- 
change.  A  century  ago,  compa- 
fierged  to  take  advantage  of  the 
lational  markets  and  build  huge 
production  facilities. 
,  early  success  breeds  excess  as 
sm  soars — and  prices  follow.  Then, 
economic  conditions  change,  the 
nations  falter.  Leverage  was  a 
le  innovation  in  the  early  1980s, 
?als  became  based  on  increasingly 
istic  projections  of  cash  flow.  Sure 
h,  what  worked  at  6  times  cash 
vas  a  disaster  at  12  times.  At  the 
f  the  cycle,  in  1989,  there  was  no 
it  for  $475  million  in  15%  bonds  is- 
:,o  pay  for  a  buyout  of  Ohio  Mat- 
Co.  Nobody  believed  its  cash  flow 
cover  the  interest  expense, 
.ely,  the  stock  market  has  been 
ig  warning  signs  about  deals.  On 
18,  Total  Renal  Care  Holdings  Inc. 
need  a  $1.1  billion  stock-swap  deal 
y  Renal  Ti-eatment  Centers  Inc. 
tors  pushed  down  the  stocks  of 
buyer  and  seller — and  they  con- 
to  "fall. 

3  high  piice  of  bank  deals  is  also 


raising  concern.  Consolidation  makes 
sense  as  deregulation  spurs  nationwide 
banking.  StiO,  prices  are  staggeiing.  Two 
years  ago,  banks  sold  for  2.5  times  book 
value.  Now,  Fu-st  Union  Coi-}).  is  paying 
5.4  times  book  for  CoreStates  Financial 
Coip.  On  Nov.  25,  shai-es  of  Fii'st  Chica- 
go NBU  Corp.  spurted  7%  on  takeover 
rumors.  Says  Richard  M.  Kovacevich, 
cliief  executive  officer  at  Noi"west  Corp., 
the  Minneapolis  bank  holding  company: 
"In  my  opinion,  the  way  deals  are  being 
done  at  the  moment,  for  eveiy  10  deals, 
seven  won't  work." 

Prices  are  vertiginous  in  other  in- 
dustries, too,  including  telecommu- 
nications, health  care,  and  electric 
utihties.  The  high  prices  of  radio- 
station  deals  prompted  R  Gordon 
Hodge,  an  analyst  at  Nationsbank 
Montgomeiy  Securities,  to  issue  a  re- 
port called  "Radio  Ga-Ga,"  in  which  he 
notes  that  prices  are  at  historic  liighs  of 
14  times  future  earnings — and  some 
deals  are  going  for  20  times  earnings. 
Says  Tele-Comnumications  Inc.  president 
Leo  J.  Hindeiy,  Jr.:  "I  can't  beheve  the 
multiples  that  those  deals  are  getting." 

Another  barometer  of  deal  mania  is 
how  glib  chief  executives  have  become 
about  projected  savings  fi'om  mergers. 
WorldCom  Inc.,  for  example,  justified  a 
23%  sweetener  in  its  bid  for  MCI  Com- 
munications Corp.  by  suddenly  uncov- 


DATE  ACQUIRER 
CLOSED 

TARGET 

VALUE 

BILLIONS 

TECHNIQUE 

11/97*  WORLDCOM 

MCI 

$42 

Stock  swap 

4/89    KOHLBERG  KRAVIS  ROBERTS 

RJR  NABISCO 

$31 

Leveraged  buyout 

8/97    BELL  ATLANTIC 

NYNEX 

$21 

Stock  swap 

12/96  WALT  DISNEY 

CAPITAL  CITIES 

$19 

Cash  and  stock 

11/97*  FIRST  UNION 

CORESTATES 

$17 

Stock  swap 

4/97    SBC  COMMUNICATIONS 

PACIFIC  TELESIS 

$16 

Stock  swap 

*Date  announced 

DATA:  SECURITIES  DATA  CO.,  BUSINESS  WEEK 

ering  an  additional  $5  billion  in  savings. 

Then  there's  the  gTowing  list  of  deals 
gone  sour  This  summei"  Eli  Lilly  &  Co. 
wi'ote  dowm  $2.4  billion  of  the  $4.1  billion 
it  paid  for  drug  distinbutor  pes  Health 
Systems  Inc.  in  1994.  On  Nov.  25,  Pacifi- 
Care Health  Systems  Inc.  said  that  un- 
expectedly high  costs  in  a  recently  ac- 
quired Utah  managed-care  operation 
would  force  a  fourth-quarter  loss.  Aetna 
Life  &  Casualty  Co.  has  had  ongoing 
problems  merging  its  systems  with  those 
of  U.  S.  Healthcare,  acquii'ed 
in  1996,  which  has  resulted  in 
a  hit  to  third-quarter  profits 
of  $103  million. 

The  urge  to  consolidate 


remains  ample.  The  cost  of 
equity  finance  is  low.  Still,  it's 
beginning  to  feel  like  fin  de 
merger  cycle. 

By  Christopher  Farrell  in 
St.  Paul  and  Richard  A. 
Melcher  in  Chicago,  with  bu- 
reau reporis 
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MANAGING 


CASTING  FOR  A  DIFFERENT 
SET  OF  CHARACTERS 

Search  firms  are  no  longer  focusing  on  the  top  slots 

With  AT&T,  Quaker  Oats,  Delta  Air 
Lines,  Unisys,  and  Apple  Com- 
putei' — to  name  a  few — conduct- 
ing liighly  public  searches  ovei'  the  past 
year  for  chief  executives,  you  might 
think  that  all  the  action  for  the  big  ex- 
ecutive seaix'h  fiiTns  is  at  the  top.  But  it 
turns  out  the  number  of  CEO  seai'ches  is 
actually  down  this  year. 

So  where  ai-e  the  hunters  hunting? 
Further  down  the  food  chain,  accord- 
ing to  a  soon-to-be-released  quarterly 
report  by  the  Association  of  Executive 
Search  Consultants  (AESf).  For  the  fli-st 
nine  months  of  1997,  the  sui-vey  of  115 
executive  recruiting  firms  found,  the 
hunt  for  general  management  positions 
(nongeneral  managers  reporting  to 
proxy-level  executives)  rose  56%  over 
the  same  peiiod  in  19%.  Seai-ches  for  di- 
vision heads  and  general  managers  rose 
nearly  8%.  But  seai-ches  at  the  CEO, 
chairman,  and  president  level  fell  16%. 
Searches  for  outside  directors  were 
down  !''/(■. 

POST  HOLES.  What's  going  on?  In  part, 
say  recruiters,  the  falloff  in  top-level 
searches — as  well  as  the  pickup  in  low- 
er-tier ones — are  natural  consequences 
of  the  explosion  in  outside  ceo  recruit- 
ment in  1995  and  1996.  "With  such 
heavy  activity,  you  eventually  have  to 
see  some  cooldown,"  says  Paul  R.  Ray 
Jr.,  AESC  chairman  and  president  and 
CEO  of  search  firm  Ray  &  Berndtson. 

Moreover,  many  freshly  minted  CEOs 
are  putting  their  stamp  on  organiza- 
tions by  bolstering  management  teams 
with  new  faces.  That's  the  case  with 
Delta  Air  Lines  Inc.  CEO  Leo  F.  Mullin, 
who  has  hired  SpencerStuart  to  find 
him  a  new  chief  financial  officer  to  help 
carry  out  his  iilans.  "The  cKo  has  to 
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■fe  Hunt  Is  on  for  Middle  Managers 


Searches  through  the  end  of  the  third  quarter 
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rr-fESIDENT 
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DIVISION  HEAD, 
GENERAL  MANAGER 

OTHER  SENIOR 
MANAGERS 

1995 

'i55 

515 

497 

753 

1996 

964 

574 

675 

1997 

602 

527 

619 

1,053 

DATA.  ASiKiCIAIiON  OF  EXECUTIVE  SEARCH  CONSULTANTS 


make  sure  there's  a  commonality  of  vi- 
sion and  strategy,"  Mullin  says.  "It's  a 
rare  occurrence  that  a  new  CEO  would 
come  in  and  find  everyone  that  he 
needs."  More  than  airline  experience, 
Mullin  wants  the  new  Delta  ceo  to  have 
leadership  qualities  and  serve  as  his 
"chief  partner." 

There's  another  factor  driving  the 
seai'ch  for  upper-level  managers:  In  a 
still  robust  economy,  job-hoppers  have 
left  many  posts  empty.  In  the  first  half 
of  1997,  workers  changed  jobs  at  the 
highest  rate  of  the  decade,  according  to 
estimates  by  the  Bureau  of  National 
Affairs  Inc.  It's  not 
likely  to  slow:  46% 
of  5,000  execs  sur- 
veyed last  summer 
by  interim  manage- 
ment firm  IMCOR,  a 
division  of  Norrell 
Corp.,  said  they  ex- 
pected their  next  job 
to  last  between  one 
and  five  years. 

CEOs — as  well  as 
their  boards  and  in- 


vestors— are  also  paying  more  atte*- 
tion  to  succession  planning  at  all  k- 
els.  This  is  a  reaction  to  the  long  perii 
of  downsizing  in  the  1980s  and  1993 
that  decimated  much  of  the  rnidd - 
management  pool  at  large  corporation. 
"Companies  have  not  in  the  recent  \yd 
been  investing  as  heavily  in  bringi* 
people  up,"  says  John  S.  Wood,  cons:- 
tant  at  Egon  Zehnder  International  Iz. 
"If  they're  not  able  to  gi'ow  them,  thy 
have  to  go  get  them." 

PepsiCo  Inc.,  a  well-regarded  bret- 
ing  ground  for  executive  talent,  is  ci- 
ing  on  seai'ch  fii'ms  to  fill  blanks  left  y 
recent  defections.  In  September,  Noia 
American  beverages  head  Brenda 
Barnes  announced  her  plans  to  resiji, 
several  months  aftei-  her  husband,  Trtr- 
surer  Randy  Barnes,  left,  cfo  Karl  „ 
von  der  Heyden  has  said  he  doesit 
plan  to  stay  on  much  longer.  The  com- 
pany used  Ray  &  Berndtson  to  fid 
Brenda  Barnes's  replacement  and  hs 
hired  Egon  Zehnder  International  lr 
the  CFO  search.  "I  think  it's  Roger  [E- 
rico]  now  making  his  imprint,"  sas 
PaineWebber  Inc.  analyst  Emmanul 


38  BUSINESS  WEEK  /  DECEMBER  8,  1997 


lan.  Usually,  he  says,  "it  would 
ust  been  internal." 
npanies  are  also  thinking  ahead 
I  tactic  known  as  the  presearch. 
lea  is  to  scour  the  market — usu- 
'cretly  to  avoid  alarming  well-re- 
;1  insiders — well  before  an  open- 
:curs.  Presearches  result  in  a 
list  of  job  candidates  that  may  or 
lot  be  contacted  at  a  later  date, 
searches  might  be  done  before 
ig  on  an  internal  choice,  says 

M.  Bagley,  senior  vice-president 
man  resources  at  MasterCard  In- 
ional  Inc.  Some  presearch  candi- 

are  men  and  women  the  re- 
rs  already  know.  Others  are 
1  up  in  the  process. 

trend  is  a  big  moneymaker  for 

I  firms,  which  can  get  between 
nd  two-thrrds  of  their  normal  fee. 
lumber  of  presearches  done  by 

II  Reynolds  Associates,  for  exam- 
is  more  than  doubled  since  1995. 
ile  it's  hard  to  beat  the  payoff  of  a 

CEO  search — the  fee  for  placing 
t  S.  Morrison  at  Quaker  Oats  is 
ed  to  have  been  close  to  $1  mil- 
the  rising  search  volume  is  push- 
e  recruitment  business  to  another 


The  increase  in 
icruitment  should 
ise  revenues  at  the 
}  20  firms  some  25% 


1  year.  Revenues  at  the  top  20 
should  rise  some  25%,  to  as  high 
billion,  the  fastest  growth  rate  in 
;  history,  according  to  Executive 
iter  News.  "I've  never  been  busier 

life,"  says  Thomas  J.  Neff,  chair- 
U.  S.  of  SpencerStuait. 
;  while  volume  is  way  up,  profit 
ns  may  not  be  for  much  longer. 

are  usually  paid  one-third  of  an 
tive's  guaranteed  fii'st-year  com- 
mon, and  because  ceo  pay  has  sky- 
ed  faster  than  pay  for  other  execs, 
Dttom  lines  of  fii"ms  that  concen- 
on  corner-office  assignments  have 
ire  to  go  but  down  as  the  number 
;o  assignments  drop.  "Top-end 
les  are  far  more  profitable,"  says 
Still,  he  says  he's  not  as  worried 

profits  as  he  is  about  keeping  up 
;he  work  load.  "If  you  get  clogged 
ing  20%  more  work  in  the  middle 
of  more  concern  than  profitability 
;nt  satisfaction."  Still,  in  a  boom 
like  this  one,  that's  not  the  worst 
)f  concern  to  have. 

Jennifer  Reingold  in  New  York, 
'Nicole  Harris  in  Atlanta 


COMMENTARY 


By  Ira  Sager 


THE  QUESTION  AT  IBM: 
WHO'S  SEGOND-IN-CHARGE  HERE? 


The  IBM  board  can  breathe  a  sigh 
of  relief  now  that  Chairman  and 
CEO  Louis  V.  Gerstner  Jr.  has 
agreed  to  stay  on  at  least  another 
five  years.  Given  his  record  in  turn- 
ing around  the  corporate  giant,  his 
new  pay  package — with  an  eye-pop- 
ping options  grant  of  two  million 
shares — may  even  be  justifiable.  But 
now  Gerstner  faces  a  critical  task: 
putting  in  place  a  suc- 
cession plan. 

Gerstner's  accom- 
plishments at  IBM  are 
certainly  enoranous.  He 
has  cut  the  workforce 
nearly  in  half,  sold  off 
noncritical  businesses, 
and  most  important, 
transfoiTned  IBM  fi'om  a 
bui'eauci'atic  behemoth 
into  a  leaner  organiza- 
tion better  able  to  keep 
pace  with  Silicon  Valley 
stailups.  But  Gerstner 
should  remember  how 
he  arrived  at  Big  Blue: 
The  board  reciiiited 
him  h'om  R-JR  to  save 
the  company  after  its 
embaiTassing  slide  un- 
der John  Akers,  who 
himself  had  an  inade- 
quate succession  plan. 

As  things  stand,  IBM's 
bench  isn't  very  deep. 
That's  an  unsafe  situa- 
tion for  a  $76  billion 
company  with  more 
than  240,000  employees.  IBM  hasn't 
had  a  president  since  Gerstner  came 
on  board  in  1993.  And  many  of  its  10 
senior  vice-presidents  are  neaiing  re- 
tirement or  ai'e  close  in  age  to  the  55- 
year-old  chairman. 
INSIDE  JOB?  Wliat's  more,  with  IBM's 
stock  near  its  all-time  high  of  108, 
many  of  the  company's  most  seasoned 
managers  could  easily  opt  to  cash  out. 
"At  IBM,  the  bench  is  as  important  as 
the  cuiTent  lineup,  especially  as  you 
get  into  later  innings  in  the  ball 
game,"  says  independent  consultant 
Sam  Albert  . 

First  step  for  Gei'stner:  Pick  a 
No.  2,  and  fill  the  long-empty  post  of 
president.  Who  are  liis  candidates? 
The  liighest-ranking  is  Senior  Vice- 
President  Samuel  J.  Palmisano,  45, 


ANOTHER  STINT 

Gerstner  should 
remember  how  he 
got  his  job— IBM 
lacked  an  adequate 


one  of  the  youngest  members  of  IBM's 
inner  circle.  After  building  ibm's  ser- 
vices business  into  a  $16  billion  indus- 
tvy  leader,  he  is  taking  on  the  difficult 
PC  business.  Another  contender  may 
be  David  M.  Thomas,  48,  who  runs 
IBM's  industry-specific  sales  groups,  an 
organization  responsible  for  nearly 
two-thirds  of  the  company's  revenue. 
Other  up-and-comers  inside  IBM  in- 
clude John  W.  Thomp- 
son, the  general  manag- 
er of  North  American 
sales,  and  Bob  E.  Dies, 
former  general  manager 
of  the  AS/400  computer 
business.  Dies,  51,  has 
one  of  the  toughest  as- 
signments at  IBM — per- 
suading businesses  to 
replace  their  terminals 
and  personal  computers 
with  an  ibm  network 
coinputer.  It's  a  busi- 
ness that  Gerstner  is 
excited  about,  but  it's 
too  early  to  tell 
whether  the  company 
will  succeed  in  making 
stripped-down  network 
computers  attractive  to 
its  customers. 

Of  course,  Gerstner 
also  has  a  world  of  can- 
didates outside  IBM  to 


succession  plan  then,  choose  from,  in  this  job 

and  it  does  again       "^^'"•^^t,  however  that's 

^  easier  said  than  done. 

Analysts  say  that  IBM 
has  been  slow  to  find  a  new  chief  fi- 
nancial officer  to  replace  G.  Richard 
Thoman,  a  Gerstner  protege  who  re- 
signed in  June  to  become  president  of 
Xerox  Coip.  Lawi'ence  R.  Ricciardi, 
senior  vice-president  and  general 
counsel,  is  the  acting  CFO,  but  ibm  is 
still  looking  for  a  candidate  with  oper- 
ational experience  who  could  move 
from  the  cvo  position  into  a  business 
unit — or  possibly  the  job  of  president. 

Gerstner  would  do  well  to  step  up 
the  pace,  ibm  is  in  a  much  better  posi- 
tion as  a  result  of  liis  tenui'e.  He 
should  be  ensiuing  that  Big  Blue's 
success  will  contmue  after  him. 

Associate  Editor  Sager  covers  the 
computer  industry  and  is  a  longtime 
observer  of  IBM. 


COIVIIVIENTARY 

By  Paul  Magnusson 


FINANCIAL-SERVICES  REFORM:  JUST  DO  IT 

cial  crisis.'  '      YAMAICHI  DEPOSITORS:  ScriitiHij  tniyht  have  averted  a  cnsis    to  get  the  Asian  nations 

Once  again,  the  oppoi'-  to  agree  to  more  foreign 

tunity  to  strengthen  the  world's  fi-        Robert  E.  Denham,  chairman  and        investment  (table), 
nancial  system  is  slipping  away.  The      chief  executive  of  Salomon  Inc.,  in  a     "NOT  THERE  YET."  The  goal  of  the 
last  time  international  talks  on  open-     briefing  during  the  Asia-Pacific  Eco-    financial-services  negotiations  is  to 
ing  up  financial  services  broke  down,     nomic  Cooperation  summit  in  Van-       push  countries  to  offer  market  liber- 
in  1995,  it  was  due  to  the  reluctance     couver  on  Nov.  22-25.  alizations  of  their  own  choosing,  such 

of  Asian  nations — including  Malaysia        Indeed,  Yamaichi  Securities  Co.,       as  increased  disclosure,  rather  than 
and  Thailand — to  open  their  banking     Japan's  fourth-largest  and  oldest         agTee  to  a  single  I'egulatory  model, 
and  insurance  markets  to  foreign  in-     brokerage,  might  not  have  failed  so      Unfortunately,  several  Asian  nations 
vestment.  It's  small  comfort  to  know     spectacularly  on  Nov.  24  had  its  fi-       are  using  the  cuirency  crises  in  the 
that  today's  spreading  crisis  might        nances  been  subject  to  more  scruti-      region  as  a  reason  for  putting  off 
have  been  less  dire  had  Asian  na-         ny  by  investors  and  regulators.  The     even  that  level  of  reform.  "We  are 
tions  been  willing  to  open  up  two         firm's  practice  of  covering  losses  suf-    not  there  yet,"  said  Barshefsky  after 
years  ago.  fered  by  its  largest  customers  and       meeting  with  her  apec  counterparts 

FINAL  PUSH.  Greater  foreign  partici-     its  habit  of  hiding  liabilities  on  in-        to  discuss  the  reform  agenda, 
pation  in  Asia's  highly  protected  fi-      complete  balance  sheets — not  to  The  reluctance  in  Asia  is  under- 

nancial-services  markets  wouldn't         mention  its  cozy  ties  to  the  Yakuza      standable.  At  this  painful  juncture, 
just  benefit  Western  banks,  insur-        underworld — would  not  have  stood       Japanese  banks  and  Philippine  insur- 
ance companies,  and  se-  -^^^-^^—i™^^"""— — ii"^^^^^^-^^^^^™-""  ance  companies  don't 
curities  firms.  It  would  WHAT'^  ON  THE  TABLE  want  to  compete  against 

also  offer  a  free-market  foreigners  unencumbered 

model — rather  than  At  the  APEC  mmmit,  the  U.  S.  is  asking  for:  by  an  avalanche  of  failed 

cronyism  and  heavy-  ~^       .    .  ~  ,■  i.   ■   I T  ~',         loans  and  sour  invest- 

handed  indu.strial  poli-       •  Commitments  to  allow  some  control  of  local  financial-       ^^^^^^       ^^^^  j 

cy-for  making  invest-        services  firms  by  foreigners   everyone  would  win 

ment  decisions.  Also,  •  Assurances  that  companies  that  already  enjoy  market         if  financial-services  mar- 

more  informative  ac-  access  in  foreign  markets,  such  as  AIG,  maintain  at  least      kets  are  fi-eed  of  regula- 

counting  and  the  disci-       their  current  level  of  access  tions  designed  to  hamper 

piine  of  competition    competition.  The  Dec.  12 

would  weed  out  those  •  Guarantees  that  foreign  financial-services  firms  will  face  deadline  may  have  to  be 
fu-ms  with  weak  business    the  same  regulatory  treatment  as  domestic  firms  moved  back!  but  reform 

practices,  encouraging        .ResTri'ctbnVlifted'onYhe'services  offered  and"  the  size  "    shouldn't  have  to  wait  an- 

the  p-udent  and  punish-         establishments  otheryear  

mg  tn"  improvident.   

"We  sfc  •  time  and  again  •  Foreign  financial  institutions  to  provide  substantially  the  Washington  correspon- 
a  weak  lina-'cial  sector        same  information  to  investors  that  U.S.  firms  do  dent  Magnusson  covers 

at  the  center  of  these  dVa'of^ice'of the as'iRAljc rIpresenwivT " "  ^^^^^  «'«^  mtemational 

[Asian]  pi'oblems,'"  said  economics. 


Jjdal" 
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ITICS 


TYOUR  USUAL 
P  CRUSADER 


ranee  magnate  Pat  Rooney  is  out  to  curb  big  labor's  clout 


use  Speaker  Newt  Gingrich  (R-Ga.) 
liled  to  pass  federal  legislation  that 
/ould  have  made  it  more  difficult 
lions  to  contribute  membere'  money 
itical  campaigns.  But  he  hasn't  giv- 
,  and  he  has  an  able  assistant  on  the 
J.  Patrick  Rooney,  an  IncUanapolis 
mce  magnate  who  has  proven  liim- 
n  effective  salesman  for  hot-button 
;  such  as  school  choice  and  medical 
l&  accoimts.  That — and  large  cam- 
contiibutions — ^have  made  Rooney  a 


next  year,  it  could  boost  similai*  efforts  in 
Arizona,  Oregon,  and  Nevada.  So  far, 
Rooney  has  restricted  his  campaigning  to 
CalifoiTiia,  but  anothei-  Gingiich  adviser, 
consei'vative  activist  Grover  G.  Norquist, 
is  at  the  forefront  of  a  GOP  push  for  sim- 
ilar provisions  in  all  50  states. 

Rooney,  a  devout  Catholic  who  stud- 
ied for  the  priesthood  in  his  youth, 
seems  to  rehsh  the  fracas.  "I'm  a  ci"u- 
sader,"  he  says.  The  coiutly  patriarch  of 
his  family's  privately  held  company. 


or  parochial  schools  like  the  one  at- 
tached to  Holy  Angels. 

In  politics,  Rooney  is  tenacious — and 
sometimes  outrageous.  After  faihng  to 
defeat  insui-ance  reforms  in  Vermont  in 
1992,  he  flew  to  Montpeher  with  two 
caged  weasels — one  named  for  the  gov- 
ernor and  one  for  Vermont's  insurance 
commissioner.  In  1996,  Rooney  racked 
up  a  key  legislative  vdn.  Congi'ess  ap- 
proved tax-fi'ee  medical  savings  accoimts 
(msas),  which  individuals  can  tap  to  pay 
health-care  bills.  Rooney  and  Golden 
Rule,  the  largest  piu-veyor  of  MSAs,  lob- 
bied hard  for  the  provision. 

The  Rooney  family.  Golden  Rule,  and 
its  executives  are  also  big  campaign 
givers.  For  the  '96  election,  they  gave 
more  than  $440,000.  Locally,  he  is  also 
known  for  lavish  donations;  He  gave 
$21,900  to  Indianapolis  Mayor  Stephen 
Goldsmith's  campaign  for  governor. 


HiniNG  THE  HOT  BUHONS 

Besides  drumming  up  political  support  for  medical  sav- 
ings accounts,  which  were  pioneered  by  his  company, 
Golden  Rule  Insurance,  Rooney  has  a  roster  of  causes: 

CAMPAIGN  FINANCE  Pushing  a  California  ballot  initia- 
tive that  would  require  union  members  to  give  annual  written 
permission  before  their  dues  could  go  to  political  causes. 

CIVIL  RIGHTS  Won  an  eight-year  legal  battle  to  get  the 
state  of  Illinois  to  change  its  insurance  exam,  which  he 
claimed  discriminated  against  black  applicants. 

EDUCATION  Founded  a  charitable  trust  that  pays  half  the 
tuition  for  1,300  needy  Indianapolis  kids  to  attend  private 
school.  Rooney's  approach  became  the  model  for  school 
voucher  programs  in  32  cities. 

COMMUNITY  OUTREACH  Spearheads  "Safe  Haven"  drive 
to  help  churches  launch  schools  and  day-care  centers. 


ANGELS'  hero  to  conserva- 
L:  Rooney  tives  and  a  member 
?  parochial  of  Gingrich's  corpo- 
)rs  rate  kitchen  cabinet. 

mter  lab  Now,  Rooney  is 

focusing  on  cam- 
i-finance  reform,  GOP-style.  The 
man  emeritus  of  Golden  Rule  Fi- 
al  Coi-p.,  the  top  seller  of  individual 
mall-gi-oup  health  policies,  Rooney  is 
of  a  CaUfoiTiia  ballot  drive  to  re- 
workers  to  give  wiitten  permis- 
each  year  before  unions  can  use 
dues  in  campaigns — money  that 
often  goes  to  Democrats, 
loney  wooed  Governor  Pete  Wilson. 
Iso  ponied  up  $49,000  of  his  own  to 
a  signatui"e  chive  going.  "His  role 
!rucial,"  says  Mai'k  Bucher,  owner  of 
range  County  constniction  semces 
any  who  co-authored  the  initiative, 
illy  dubbed  the  "paycheck  protection 
by  GOP  supporters, 
the  California  referendum  passes 


Rooney,  69,  can  afford  to  take  political 
risks  most  CEOs  duck.  "He  may  be  a 
businessman,"  says  Norquist,  "but  he 
thinks  like  a  political  strategist." 

Although  Rooney  has  solid  conseiva- 
tive  credentials,  he  does  not  fit  any 
stereotype.  A  vegetarian  and  former 
member  of  the  American  Civil  Liberties 
Union,  he  has  woi-shipped  for  17  yeai-s  at 
Holy  Angels,  a  black  Catholic  church  in 
downtown  Indianapolis.  "Wliite  people 
accept  integration  when  they're  in 
chai'ge.  I  wanted  to  go  and  worsliip  with 
black  people  in  theii'  chiu-ch,"  he  says. 

Rooney  spent  eight  years  and  $2  mil- 
lion pressing  a  racial-discrimination  law- 
suit against  the  oop-nm  Illinois  govern- 
ment. Eventually  settled  out  of  court, 
the  suit  charged  that  the  state's  insur- 
ance-agent exam  discriminated  against 
blacks.  Rooney  also  wins  plaudits  ft'om 
black  parents  for  a  foundation  he 
launched  that  pays  tuition  vouchers  for 
pool'  Indianapolis  kids  to  attend  private 


About  the  same  time,  Golden  Rule  was 
placed  on  a  list  of  health-care  providers 
for  city  and  county  employees,  a  case  of 
what  Rooney  calls  veiy  bad  timing. 

Labor  leaders  charge  that  Rooney's 
campaign  is  motivated  partly  by  their 
stand  against  msas  as  an  alternative  to 
Medicare.  "He  plans  on  making  big 
money  by  getting  rid  of  Medicare  and 
having  retirees  buy  their  own  insur- 
ance," says  Art  Pulaski,  executive  sec- 
retary-treasurer of  the  California  La- 
bor Federation. 

Not  so,  Rooney  insists.  "This  is  a  fair- 
ness issue,"  he  says.  "People  who  work 
hai'd  for  theii'  money  ought  to  be  able  to 
authoiize  it  before  it  gets  used  for  polit- 
ical purposes."  To  Rooney,  the  ballot  chi- 
ve is  one  more  cmsade.  If  it  turns  out  to 
be  good  foi-  business,  so  much  the  better. 

By  Amy  Bornis  in  Washington  and 
Andrew  Osteiiand  in  Chicago,  with 
Steven  V.  Brull  in  Los  Angeles  and 
Seanna  Browder  in  Seattle 
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News:  Analysis  &  Commentary 


HEALTH  CARE 


A  SLUGFEST  OVER 

HOW  TO  FIX  MANAGED  CARE 

Moves  to  curb  its  excesses  spark  a  brawl  in  Congress 


President  Clinton's  endorsement  on 
Nov.  20  of  a  Consumers  Bill  of 
Rights  for  health  care  guarantees  a 
hot  election-year  fight  over  attempts  to 
regulate  managed-care  plans.  Already 
GOP  leaders  and  business  groups  have 
dubbed  it  a  "stealth  I'evival"  of  the  Pres- 
ident's massive  1994  health-care  plan. 

But  the  rhetoric  is  out  of  proportion 
to  the  commission's  relatively  modest 
proposals.  The  Clinton-backed  package 
bars  racial  and  sexual  discrimination  by 
health  plans  and  strengthens  the  piivacy 
of  medical  records.  It  also  calls  upon  in- 
surers, HMOs,  and  health-care  providers 
to  disclose  more  statistics  about  quahty 
and  member  satisfaction  and  to  set  up 
external  review  boards  to  hear  mem- 
bers' appeals  w^hen  plans  refuse  to  pay 
for  treatments.  The  price  isn't  even 
scaiy:  a  lise  of  less  than  1%  in  the  over- 
all cost  of  health  cai'e,  according  to  the 
Pi'esidential  advisory  panel's  consultants. 
In  today's  competitive  market,  HMOs 
might  swallow  that  cost  I'ather  than  pass 
it  along. 

So  why  are  business  leaders  and  Re- 
publicans making  such  a  fuss?  Sensing 
that  the  Administration  might  be  vul- 
nerable on  health  after  its  1994  debacle, 
opponents  have  decided  to  draw  a  line 
in  the  sand.  Just  around  the  corner  in 
Congress  and  state  legislatures  are  a 
raft  of  bills  that  they  will  hke  even  less. 
Opi)onents  figui-e  a  defeat  on  the  Ad- 
ministration's package  could  take  some 

MORE  COST  THAN  BENEFIT? 

Opponents  of  some  proposed 
managed-care  reforms  say  ttie 
measures  would  raise  premiums  by 
the  following  amounts-. 

»  Providing  better  information 

to  patients  0.3% 

s  landing  tinnits  on 

ACf- Traditional  treatments  5.5% 

»  B  Ting  discounted  fees 

to  (    ->rs  5.5% 


■  Barn     !ir;ancial  inducements 
to  physi,    •■!■-  t-iiat  encourage 
limits  on     ,  Pient  9.5% 

DATA-  LEWlIi  l.ivMr',  MIUIMWi  &  ROBERTSON 


steam  out  of  the  overall 
managed-care  regulation 
effort. 

For  opponents,  the 
biggest  threat  is  the  Pa- 
tient Access  to  Responsi- 
ble Care  Act  (parca), 
which  has  204  co-sponsors 
in  the  House.  This  bill 
would  let  patients  bypass 
primary-cai'e  "gatekeejjers" 
to  see  speciahsts.  That  pro- 
posal alone,  according  to  ac- 
tuaries Milliman  &  Robert- 
son Inc.,  could  boost  health 
premiums  by  up  to  3%. 

PARCA  also  puts  Umits  on 
so-called  "gag  rules." 
Where  the  Bill  of  Rights 
merely  requires  physicians 
to  disclose  to  patients  any 
financial  incentives  that 
might  limit  treatment  op- 
tions, PARCA  would  bar  any 
compensation  that  encour- 
ages providers  to  limit 
spending  or  procedures. 
That  could  eliminate  prac- 
tices such  as  capitation  (flat 
annual  fees  for  each  pa- 
tient) and  fee  discounts,  thus  boosting 
premiums  by  up  to  9.5%,  according  to 
Milhman  &  Robertson. 
LOST  EXEMPTION?  Sponsors  of  PARCA 
say  those  are  worst-case  estimates 
based  on  an  extreme  reading  of  the  bill. 
Perhaps  the  biggest  risk  business  faces 
from  federal  laws  such  as  PARCA — and 
the  70  other  bills  pending  in  Congress — 
is  weakening  the  protection  that  large 
employers  enjoy  against  state  insui*ance 
regulators.  Since  1974,  multi-state  em- 
ployers have  been  exempt  from  state 
rules  that  dictate  insurers'  practices  or 
require  health  plans  to  cover  specific 
treatments. 

Business  groups  and  hmos  argue  that 
all  the  new  and  proposed  mandates  chive 
up  costs.  Blue  Ci'oss/Blue  Shield  Assn. 
calculates  that  premiums  are  20%  above 
the  national  average  in  high-mandate 
states,  such  as  Georgia  and  Virginia.  If 
Congress  were  to  remove  large  employ- 
er's' exemptions,  they  would  be  subject  to 
br'oad  patient-protection  laws  in  18  states 
and  laws  in  at  least  84  states  requiring 


FILE  HELL 


Insurers'  fear  of  th)  f\ 
Clinton-backed  Bill  of  Rights 


goes  beyond  its  modest  proposal 


cover-age  of  speech  ther-apy,  infertili 
treatment,  or  other  specific  conditions 

And  ther'e's  more  state  legislation 
the  pipeline.  The  measur-es  that  wor 
health  plans  and  employer's  most  wou 
let  member's  sue  HMOs  for  medical  mi 
practice  if  the  plans'  tr-eatment  de( 
sions  lead  to  injur-y  or  death.  Texas  a: 
Missoiu'i  have  passed  such  laws — thoui 
court  challenges  have  held  up  suits- 
and  similar  bills  are  teed  up  in  Ne| 
Yor'k  and  California.  Businesses  fe 
that  HMOS  will  pass  the  liability  on 
them:  "If  employer's  become  the  dee; 
pocket  tar'gets  of  the  plaintiffs'  bar', 
OUT'  benefits  will  be  at  risk,"  warns  Be- 
South  Cor'p.  Human  Resoui'ces  Direc- 
tor' Hugh  S.  Brady. 

So  business  has  gone  to  the  banS 
cades  alongside  managed-care  comp^ 
nies.  The  question  is  whether  defeatirf 
something  as  timid  as  the  pr'oposed  Bl 
of  Rights  will  really  influence  a  pube 
ah'eady  up  in  arins  over  managed  car{^ 
increasing  r'estrictions  and  costs. 

By  Mike  McNamee  in  WashingUt 
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Gateway  Solo  9100 
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etter  living  through  common  modularity. 


Funny  how  computers  can  make  your  life  more 
difficult  when  their  purpose  is  to  make  things 
easier.  Well,  the  problem  is  you  have  all  these 
different    models    and    brands  of 
bles  that  are  unable  to  share  components.  So  you're 
with  the  hassle  and  cost  of  maintaining  a  huge 

inventory  of  spare  parts.  Now  here  s  " 
the  solution.  Gateway.  Simply  put,  Gateway 
offers  portables  that  can  share  components.  AC 
adapters  and  battery  packs.  Memory  and  hard 
dnve  kits.  Even  Gateway"'  Solo'"''  Full  and  Mini 
Docking  Stations.  Those  days  of  wading  through 
a  mess  of  hardware  are  over.  Ahhh  ...  life  is  good. 


itium* 


f  12  1"  SVGA  TFT  or  DSTN 
Color  Display 

■  Intel  Pentium"  Processor  with 
M^AX  Technology 

■  SDRAM  Expandable  to  192MB 

■  256K  Pipebned  Burst  Cache 

■  128-Bit  Graphics  Accelerator  w/64K  Colore 

■  Up  to  4GB  Hard  Dnve 

■  Modular  ,3,5"  Diskette  Dnve 

■  Modular  7X  min/1  IX  max  CD-ROM  Dnve 

■  16-Bit  Wavetable  Sound  &  Stereo  Speakers 

■  NiMH  Battery  &  AC  Pack  or  a 
12-Cell  Lithium  Ion  Battery  &  AC  Pack 

•  85-Key  Microsoft"  Windows'  95  Keyboard 

■  Carrying  Case 

■  NTSC/PAL  Video  Out 

■  USB  Ports  &  Zoomed  Video 

•  MS'  Windows  95  or 
MSWindowsNT'  4  0 

■  MS  Works  95  or  MS  Office  97, 

Small  Business  Edition  plus  Bookshelf'  96 

•  LapLink'  for  Windows  95  5: 
McAfee'  VirusScan 

■  Gateway  Gold  ''  Service  and  Support 
for  Portable  PCs 


Gateway 
Solo 
9100 


13  3"  or  14  1"  (1U24  x  768  resolution) 
XGA  Color  Display 
Intel  Pentium  Processor  with  MMX 
Technology  via  I  M  M,  Package 
SDRAM  Expandable  to  192MB 
512K  Cache 

4MB  EDO  Video  RAM  (1280  x  1024  external) 

Up  to  5CB  Hard  Dnve 

Removable  Combo  6X  min/llX  max 

CD-ROM  2i  3,5"  Diskette  Dnve 
I  Premium  Sound  System  w/16.Bit  Wavetable 

Sound  t'.  Yamaha'  Stereo  Speakers 
1 12-Cell  Lithium  Ion  Battery  &  AC  Pack 
I  Full  88-Key  MS  Wmdows  95  Keyboard 
'  Carrying  Case 

I  NT'^C/PAL  Video  Input  &  Output 

I  USB  Ports  &  Zoomed  Video 

I  15-Pin  MlDl/Came  Port 

I  MS  Wmdows  95  or  MS  Windows  NT  4  0 

I  MS  Works  95  or  MS  Office  97, 

Small  Business  Edition  plus  Bookshelf  96 
'  LapLink  for  Windows  95  & 

McAfee  VirusScan 
'  Gateway  Gold  Service  and  Support 

for  Portable  PCs 
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CALL  1-888-888  0792  www  gateway.com 
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News:  Analysis  &  Commentary 


THE  INTERNET 


IS  WWW.SLEAZE.COM 
ABOUT  TO  BE  FUMED? 

Online  services  want  ratings.  Free-speech  advocates  don't 


What  could  be  contro- 
versial about  a 
White  House 
summit  on  ways  to  pro- 
tect kids  from  cyber- 
pom?  Given  the  support-  ' 
ers  of  a  safe  Internet 
slated  to  attend — fi-om  At- 
torney General  Janet  Reno 
to  execs  from  Walt  Disney,  / 
Microsoft,  and  America  On- 
line— you'd  tliink  the  Dec. 
1-3  confab  would  be  a  cele-  ' 
bration  of  family  values. 
But  it's  looking  more  like 
a  family  feud. 

Companies  can  hardly 
wait  to  showcase  their  lat- 
est plans  for  carving  out 
G-rated  places  in  cyber- 
space. Walt  Disney  Co.,  for  exam- 
ple, will  use  the  siunmit  to  tnimpet 
a  new  E-mail  feature  that  allows 
parents  to  control  their  children's 
coiTespondence  online.  And  summit 
paiticipants  will  annoimce  a  new  "cyber- 
911"  Web  site  to  which  incidents  of  on- 
line child  predation  can  be  reported. 

But  such  proposals  have  caused  a  rift 
in  the  coalition  of  online  service  compa- 
nies, content  providers,  and  civil-liberties 
groups  that  teamed  up  to  successfully 
fight  the  Communications  Decency  Act. 
The  C'DA,  which  attempted  to  ban  online 
smut  entirely,  was  stnick  down  by  the 
Supreme  ('ourt. 

JAWBONING.  This  time,  free-speech  ad- 
vocates, who  vehemently  oppose  rat- 
ings, are  lining  up  against  the  online 
service  providers.  The  American  Civil 
Liberties  Union,  along  with  news  orga- 
nizations such  as  the  Society  of  Profes- 
.sional  Jomnalists,  accuse  America  Online 
Inc.  Microsoft  Corp.,  and  other  online 
biguio.-;  of  selling  out  fi-ee  speech  in  their- 
nish  ic  make  cyberspace  a  mass  medi- 
um. "1;;  attempt  to  create  a  gi-eater 
mark.-i  f'.!-  Ihe  Internet,  you  shouldn't 
go  for  ;ii  quick  and  dirty  solution," 
says  Jeff  ^  ■■fee,  executive  director  of 
the  Center  i  .  ^ledia  Education,  a  me- 
dia watchdog  .;  ij). 

Ever  since  Uie  n.A.'s  defeat,  the 
Wliite  House  has  ja^vlioned  the  indus- 
try— including  summit  sponsors  aol,  Mi- 
crosoft, Disney,  Time  Warner,  and 


DISARRAY  ON  NET  RATINGS 

AMERICA  ONLINE  Hopes  volun- 
tary industry  ratings  will  stave  off 
attempts  at  government  censorship 
of  the  Internet.  The  industry  wants 
to  head  off  a  revival  of  anything 
like  the  1996  Communications 
Decency  Act,  which  was  over- 
turned by  the  Supreme  Court. 

TIME  INC.  NEW  MEDIA  While 
Time  Warner  is  open  to  ratings,  its 
New  Media  unit  and  other  online 
news  providers  oppose  ratings  of 
news  sites 

AMERICAN  CIVIL  LIBERTIES 
UNION  The  ACLU  and  other  civil- 
liberties  groups,  which  had  joined 
in  the  fight  against  the  CDA,  now 
oppose  Internet  content  ratings 
for  fear  that  they  will  chill  free 
cyberspeech. 

WHITE  HOUSE  The  President  con- 
tinues to  support  ratings  as  one  of 
many  alternatives  to  more  restric- 
tive legislation. 


AT&T — to  pursue  self-regulation.  Ar, 
some  independent  ratings  agencies  ha^ 
sprung  up  to  help.  In  October,  Digit 
Equipment  Corp.'s  Alta  Vista  searcln) 
engine  subsidiary  announced  it  wou/^ 
provide  the  services  of  Net  Shepherd,  i 
for-profit  Calgary  (Alta.)-based  ratinj!  j 
agency.  Disney  now  rates  its  sites  usiri.' 
benchmarks  from  the  nonprofit  Recrfe 
ational   Software   Advisory  Counot 
(RSAC),  the  leading  Net  ra 
ing  agency.  Microsoft  is  usiri; 
RSAC  ratings  in  its  Intern* 
Explorer  Web  browser,  too.i; 
PTA  PROJECT.  But  cybeiij 
libeitanans  say  the  industiii 
is  rushing  to  do  what  thf 
feared  would  happen  undii 
the  CDA.  "The  result  [of  ra;. 
ings]  will  be  an  Internet  th; 
is  no  longer  hospitable  to 
diversity  of  viewpoints,"  say 
Barry  Steinhardt,  associate  d' 
rector  of  the  aclu.  Steinhani! 
v/ill  lead  an  alliance  of  civil-lil 
erties  and  journalism  grouj'; 
who  oppose  ratings  at  a  Dec.  ;  ' 
countersummit. 

The  debate  over  ratings  ev(  - 
has  some  companies  at  odcv. 
with  themselves.  Time  Warnef 
Inc.,  for  example,  is  officially  ag- 
nostic on  ratings.  But  Time  In: 
New  Media  voted  in  Augu;- 
(along  with  other  news  organiz.;; 
tions,  including  business  week)  to  ok 
pose  ratings  for  news  when  the  issi| 
was  put  to  a  vote  by  the  Internet  Coii' 
tent  Coalition,  which  represents  onlim; 
content  companies.  Meeting  pailieipan;j 
also  voted  unanimously  against  ar': 
system  where  a  third-party  arbitcf 
would  determine  what  sites  constitui 
news.  "It's  important  for  First  Amen 
ment  companies  to  be  proselytizers  ' 
others  dancing  around  the  Interm 
space,"  says  Daniel  Okrent,  editor  ■ 
Time  Inc.  New  Media.  "There's  a  re 
consequence  to  the  quality  of  journa 
ism  if  we  rate." 

Ratings  backers  say  nonprofits  sue 
as  the  Parent-Teacher  Assn.  could  barj 
together  to  provide  this  service.  Tl 
idea:  They  could  comb  the  Net  for  sit( 
that  meet  their  standards,  then  grai 
them  a  seal  of  approval. 

Meanwhile,  Republicans  in  Congrei 
are  readying  their  next  salvo — legisl 
tion  intixiduced  by  Senator  Dan  Coa 
(R-Ind.)  on  Nov.  8  to  outlaw  commerci 
online  content  that's  "harmful  to  m 
nors."  The  online  industry  and  publi 
interest  gi-oups  are  united  against  th 
"Son  of  CDA."  But  their  fractious  ii 
fighting  could  weaken  their  hand. 
By  Catherine  Yajig  in  Washingtc 
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Faster  printers  at  greater  value 
are  right  under  your  nose. 


"Sometimes  you 
have  to  look  past 
the  market  leader  to 
find  an  exceptional 
product  that  is  also 
an  exceptional  value!' 
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Lexmark  Optra  S  1250 
Lexmark  Optra  S  1650 


-  Lexmark  presents  the  enhanced  Optra  S  family  - 
the  quickest  way  yet  to  cut  your  printing  costs. 


introducing  the  remarkable  new 
Lexmark  Optra'"  S  1620  and  2420  network 
laser  printers  -  new  members  of  the  most  value- 
packed  family  of  printers  in  their  class.  Like  the  rest  of 
the  Optra  S  family  these  new  16  and  24  page  per 
minute  entries  produce  crisp  1200  dpi  output  with  an 
array  of  money-saving  features:  interchangeable  paper 
trays,  snap-in  duplexers  and  MarkVision""  -  exclusive 


Lexmark  network  printer  management  software  that 
lets  your  staff  know  when  paper's  low  or  toner  needs 
replacing  before  they  find  out  the  hard  way 

To  save  your  people  time  and  frustration  and  greatly 
reduce  your  printer  acquisition  and  support  costs, 
call  1-800- LEXMARK.  (800-539-6275)  or  visit  us  at 
www.lexmark.com.  And  put  your  total  cost  of  phnting  on 
a  much  tighter  leash. 
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THE  INTERNET 

TURBOCHARGING 
THE  NET 

Three  giants  are  teaming  up 
on  a  standard  to  speed  access 

There's  a  secret  fear  stalking  the 
halls  of  computer  makers  and  other 
high-tech  companies:  Unless  some- 
thing happens  to  di-astically  speed  up 
low-cost  access  to  the  Internet,  millions 
of  users  who  are  tired  of  waiting  for  a 
new  page  to  make  its  way  across  the 
World  Wide  Web  will  yawn,  shut  down 
their  pes,  and  take  up  a  new  pastime. 

That  thought  is  scary  enough  to  per- 
suade Intel,  Microsoft,  and  Compaq 
Computer  to  back  a  massive  move  be- 
yond the  56  kilobit-a-second  speed  limit 
of  today's  modems.  The  group  is  now 
negotiating  with  switchmakers  North- 
ern Telecom  Ltd.  and  Lucent  Technolo- 
gies Inc.  to  gain  support  for  a  new  ap- 
proach to  high-speed  Internet  access. 

Key  to  the  deliberations  are  two 
high-speed  technologies  developed  by 
Northern  Telecom  and  Rockwell  Inter- 
national Corp.  They  eliminate  the  cur- 


rent need  for  special  gear  to  split 
computer  data  from  telephone  calls 
using  the  same  wire.  While  the 
gi'oup  hopes  for  a  mid-December 
deal,  there  has  been  no  agree- 
ment on  how  to  modify  the  big 
central  office  switches,  according 
to    people  familiar 
with  the  talks.  North- 
and 


ern 


FIRED  UP 

Lucent  Intel,  Microsoft,  and 
spokesmen  declined  Compaq  are  backing  a 

'^ThTrfare  powerfol  new  high-speed  digital 


modem.  The  cost; 
about  $200 


incentives     for  an 
agreement.  Rockwell 
has  new  chips  that  let 
existing  phone  lines  download 
Internet  traffic  at  up  to  1 
megabit  a  second  while  sending 
at  256  kilobits  a  second.  The 
company's  cliip  customers  could  sell 
up  to  500,000  of  the  new  digital  modems 
within  18  months  and  "several  miUion 
beyond  that,"  says  Raouf  Halim,  vice- 
president  at  Rockwell  Semiconductor 
Systems.  The  product  would  sell  for 
around  $200,  perhaps  halting  advances 
into  Net  service  by  cable-TV  companies, 
whose  setups  usually  require  a  tele- 
phone modem,  says  Daniel  Briere,  pres- 
ident of  consultants  TeleChoice  Inc. 

There  ai-e  reasons  to  be  skeptical  that 
the  group  can  agree  on  a  standard. 


Modem  makers  couldn't  reach  consej. 
sus  on  a  single  technology  for  56-kiloli 
modems.  And  faster  access  will  nea 
support  from  both  computer  and  swiU 
makers.  But  if  the  gi'oup  succeeds,  j. 
could  cut  by  a  year  or  more  the  arri\t 
of  simultaneous  voice  and  Internet  4 
cess  over  one  phone  Une,  say  executiv^i 
familiar  with  the  talks.  That's  keepiiB 
the  wires  burning — at  least  among  tlk: 
tech  companies.  I 
By  Gary  McWilliams  in  i/owsfd 


GADGETS 


BATTERIES  NOT 
INCLUDED-EVER 

GE  backs  a  maker  of  crank- 
operated  flashlights  and  radios 

Is  this  the  birth  of  a  fad?  Without  so 
much  as  a  prototype  to  look  at,  elec- 
tronics-store owner  Bob  Crane  or- 
dered several  thousand.  The  product? 
A  .$60  flashlight  powered  by  a  hand- 
tui'ned  crank.  "I  have  no  idcii  - 
how  it  will  really  go,  but  Ym 
had  a  lot  of  requests  from  cus- 
tsijncrs  who  want  a  |batteiyless| 
flasiilight,"  says  Crane,  co-ownei' 
of  (\  ("rane  Co.,  a  Fortuna 
(CaHf.)  v'.'lectronics  store.  "If 
that'^  -iny  indicator,  it  will  be  a 
huge  product  innovation." 

The  fiasiiiight  is  scheduled  for 
official  introduction  in  .January 
by  Bay(  f'H,  a  South  African 
manufacti  ring  and  marketing 


company  that  has  been  making  windup 
radios  for  more  than  a  year.  The  radios 
retail  for  $70  to  $120  in  camping  and  ra- 
dio stores  and  at  yuppie  trading  posts 
such  as  the  Nature  Company.  "We're 
trying  to  start  a  whole  new  industry: 
personal  power  generation,"  says  Bay- 
Gen  CEO  Chris  M.  L.  Staines. 

Crazy?  The  folks  at  General  Electric 
Pension  Ti-ust  don't  think  so:  They  in- 
vested $10  million  in  BayGen's  power- 
generation  project.  In  addition  to  pump- 
ing in  cash,  ge  has  helped  with 
engineering  talent.  "BayGen  wanted  to 
see  if  we  could  contribute  intellectual 
capital  and  enhance  the  investment," 


START  ME  UP:  Five  minutes  of 
hand-powered  emergency  liylif 


says  Lionel  M.  Levinson,  manager  :' 
electronic  and  optical  materials  at  Ge 
eral  Electric  Research  &  Developme, 
Center  in  Schenectady,  N.  Y. 

The  BayGen  crank  winds  up  a  sprii; 
that  spins  gears  that  turn  a  generate 
to  power  the  circuit  board  of  the  rad- 
or  the  bulb  of  the  flashlight.  Patent  d 
electronics  have  enabled  the  flashlight 
and  the  radio  before  it — to  put  out  . 
smooth  flow  of  power  and  elimina' 
much  of  the  friction  that  has  dogg(i 
windup  products  in  the  past.  When  \'o 
crank  up  one  of  these  radios,  it  plays  ', 
a  consistent  volume  and  quality  wi 
no  power  surges  for  about  an  houi-  a!  i 
time.  Winding  up  a  flashligl 
[irovides  about  only  four  to  fi': 
minutes  of  light.  This  limited  v.- 
age  makes  it  unlikely  th, 
windup  gadgets  will  replai 
their  battery-powered  counter 
parts.  But  they're  good  fit 
emergencies.  ! 

BayGen  has  more  in  stoi. 
It's  working  on  cellular  phom; 
and  has  even  powered  a  lo^- 
tech  computer  for  20  minutf. 
via  a  crank.  Another  grep 
leap — foi-ward? — for  technoloak" 
By  Susan  Jackson  in  NM 
Haven,  Conn. 
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8  a.m.  Bob's  number  in  Milan.  You  got  it. 


Whatever's  important  to  you  —  appointments,  contacts, 
e-mail,  expense  tracking  — the  pocket-sized  PalmPilot" 
connected  organizer  makes  it  easy  to 
stay  on  top  of  things  It  lets  you  enter, 
access,  and  update  the  information  you  need, 
whenever  you  need  it.  You  only  have  to  enter  data  once  — 
HotSync'"  technology  lets  you  synchronize  data  with  your  PC  with 
|ust  the  touch  of  a  button  And  when  you're  on  the  road,  use 
Network  HotSync"  software  to  synchronize  with  your  PC 
over  the  company  network  For  a  PalmPilot  retailer  near 
you,  visit  our  web  site  at  www  palmpilot  com  or 
call  1-800-881-7256,  ext  50  Now  that's  a 
number  you'll  want  to  remember 


Palm  Pilot 


The  connected  organizer. 


PalnPilol  Peisoiial  -$249 

•  Instantly  syncs  with  your  PC 

•  Stores  thousands  ol  entries 

•  User  upgradeable  to 
Professional  Edition 

PalmPilot  Professional  -  $369 
( Includes  Personal  features  qM  I 

•  E-mail  connectivity 

•  Internet  ready  (TCP/IP  support) 

•  Twice  the  memory 

.iriiional  links  (sold  separately)  available  for 

•  MS  Scfiedule+ZOutlook  97 

•  Lotus  Organizer 

•  Ascend  97 

•  Symantec  ACTi 

•  and  manv  more 

■  !:ipaiible  wi!h 

•  Eudofa  3  0  1  Of  higher 

•  cc  Mail 

•  MS  Mail/Exchange 

•  MS  Outlook  97 

•  and  many  more 


ed  on  Macintosh  Mail  and  Netv*.ork  HolSync  supported  on  Prolessional  Edition  onlv  Netwoik  Holbync  sohware  optional  and  sotd  separately  'or  S69  Remole  synchro- 
ly  require  a  mocfem.  sold  separately  ©  1997  3Com  Corporation  All  rights  reserved  3Com  and  the  3Com  logo  are  registered  trademarks,  and  HotSync,  PalmPilot.  and 
ot  logo  are  trademarks  of  3Com  Corporation  or  ils  subsidiaries  A!l  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  holders 
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NEW  HOPE  FOR  THE 
GUT-CHALLENGED 

JUST  IN  TIME  FOR  THANKS- 

giving,  there's  good  news  for 
Americans  battling  obesity. 
On  Nov.  24,  the^  Food  & 
Drug  Administration  ap- 
proved Knoll  Pharmaceuti- 
cals' Meridia,  and  it  could  hit 
the  market  in  1998.  Meridia 
fills  a  void  left  earlier  this 
year  when  American  Home 
Products  voluntarily  with- 
drew obesity  drugs  Redux 
and  Pondimin  after  some  pa- 
tients exhibited  heart  valve 
problems.  Meiidia  has  its  own 
side  effects,  including  higher 
blood  pressure  in  some  pa- 
tients. The  FDA  i-ecommends 
that  Mei'idia  patients  check 
theii-  blood  pressure  regular- 
ly. But  Meridia  does  not  seem 
to  have  the  serious  coronai-y 


CLOSING  BELL 


T-BONE  TIRED 

The  sizzle  has  gone  out  of  sales 
at  Lone  Star  Steakhouse  & 
Saloon,  and  Wall  Street  is  show- 
ing its  distaste  for  the  Wichita- 
based  restaurant  chain.  After 
Lone  Star  warned  on  Nov.  21 
that  fourth-quarter  sales  at 
son-ie  sites  had  slowed  6.5%, 
causing  earnings  to  fall  8^  to 
10?  short  of  analysts'  expecta- 
tions, shares  fell  nearty  2'K6,  or 
13.8%,  to  18;^.  It's  the  second 
quarter  in  a  row  earnings  have 
come  in  underdone.  With  the 
company  contmuing  its  expan- 
sion drive,  analyst  Mark  Sheri- 
dan of  Johnson  Rice  says  it  may 
take  several  quarters  before  the 
steakhouse  is  cooking  agam. 


NOV.  17,  '97 
DATA;  BLOOMBERG  FINf;! 


and  pulmonary  side  effects 
detected  in  some  patients 
taking  Redux. 

INTEL  TINKERS 
WITH  ITS  INSIDES 

INTEL     IS     REDRAWING  ITS 

organizational  chart  to  reflect 
changes  in  how  it  will  develop 
and  market  microprocessors. 
It  said  on  Nov.  24  that  it  will 
split  marketing  and  product 
development  across  five  busi- 
ness groups  focused  on  cus- 
tomer segments.  Research 
aran  Intel  Architectm-e  Labs 
becomes  a  stand-alone  organi- 
zation, while  sales  and  chip 
design  remain  centralized.  It's 
all  pait  of  Intel's  plan  to  push 
into  mai'kets  that  six  months 
ago  weren't  on  its  radar:  T\" 
set-top  boxes,  network  com- 
puters, and  digital  cameras. 

SONY  AND  LIBERTY 
HABLANESPANOL 

BETTING  BIG  ON  SPANISH-LAN- 

guage  TV,  a  gi'oup  including 
Apollo  Management,  Sony  Pic- 
tiu"es,  and  Liberty  Media  will 
buy  Telemundo  Group  in  a 
deal  valued  at  $.539  million. 
Sony  and  Liberty  should  give 
Telemimdo  a  boost  by  provid- 
ing fi'esh  progTamming.  Sony's 
hit  shows,  including  The  Nan- 
ny and  The  Young  and  the 
Restless,  could  be  recast  for 
Hispanic  audiences.  Liberty 
can  provide  sports  progi*am- 
ming  thi'ough  a  deal  with  Fox 
SportsAmericas.  Telemimdo  is 
cuiTently  a  distant  second  to 
Llnivision,  which  has  more 
than  80%  of  the  market. 


FROM  RANDOM  HOUSE 
TO  MORTS  HOUSE 

RANDOM  HOUSE  TRADE  GROUP 

publisher  Harold  Evans,  who 
brought  us  Primary  Colors, 
is  leaving  his  perch  at  Conde 
Nast.  Evans  will  become  ed- 
itorial director  of  the  publi- 
cations owned  by  real  estate 
developer  Mortimer  B.  Zuck- 


THE  SNACKS.  JUST  THE  SNACKS 


Is  James  Kilts  the  secret 
ingredient  Nabisco  needs? 
The  new  chief  executive  of 
the  food  subsidiary  of 
R.JR  Nabisco  is 
expected  to  make 
his  mark  quickly 
by  shedding 
noncore  prod- 
ucts to  focus  on 
snack  foods. 

Divesting 
ancillary  business 
es  and  creating  mar 
ket  synergies  were  Kilts's 
claim  to  fame  at  Philip 
Morris'  Kraft  Foods  divi- 
sion. Kilts,  49,  vastly 
expanded  profits  there 
before  resigning  in  March 
to  search  for  a  corporation 
to  run.  He  got  his  chance 
on  Nov.  21,  when  Nabisco 
Chief  John  Greeniaus,  52, 
said  he  would  leave  Nabis- 


•lere 
is  He 


CO  for  health  reasons. 
"Kilts  has  been  perfectly 
groomed  for  the  job,"  says 
Gary  Stibei  of  New 

England  Consulting 
Group. 

Wall  Street 
agrees.  "Gree- 
niaus was  a 
marketing 
whiz,"  says  Tim- 
othy Swanson  of 
A.  G.  Edwards, 
"but  this  is  the  time 
when  Nabisco  needs  to 
focus  on  what  it  does  best.'' 
Now  the  question  is:  What 
next  for  Nabisco?  Parent 
RjR  Nabisco  has  said  it 
wants  to  spin  off  the  food 
subsidiary,  and  Kilts,  a 
hands-on  operator,  appar- 
ently believes  it  will  hap- 
pen soon. 

By  Jeanne  Dugat 
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erman,  including  The  New 
York  Daily  News,  U.S.  News 
and  World  Report,  The 
Atlantic  Monthly,  and  Fast 
Company.  Says  Evans: 
"Mort  [has  taken]  a  big  and 
bold  step  in  relinquishing  the 
editorial  control  to  a  profes- 
sional— which  is  what  I  call 
myself." 


THE  TALE 
OF  THE  TINSEL 

AMID  ALL  THE  DIM  FORBXASTS 

for  Chiistmas  sales,  here's  a 


inti 


ray  of  hope:  the  Gift  Wrap  I 
dicator.  For  13  years,  bt  Ale 
Brown's  Peter  Appert  h 
used  gift  wi"ap  sales  to  pr 
diet  holiday  spending.  Th 
year,  based  on  his  index, 
sees  a  4.9%  rise  in  sales 
nondiu-able  goods,  up  from 
4.2%'  increase  in  the  four 
quai-ter  of  1996.  "It  looks  pn 
ty  jolly  no  matter  how  y( 
cut  it,"  says  Appert.  Durah 
goods  such  as  refi'igeratoi 
TVS,  and  cars  don't  com 
They're  usually  wrapped  on 
in  a  bow. 


ETCETERA... 


CHRYSLER  BUILDING: 
TISHMAN  IS  DRIVING 


»!  Ti'ophy:  Tishman  Speyi 
Properties  is  buying  Ne 
York's  Chrysler  Building. 

■  Cabletron  Systems  w: 
pay  $430  million  for  DEC 
network  equipment  busines 
m  Raytheon  ceo  Denn 
Picard  will  name  a  successi 
in  1998's  first  quarter. 

■  Teamsters  President  R( 
Carey,  barred  from  runnir 
again,  will  take  a  leave. 


48  BUSINESS  WEEK  /  DECEMBER  8.  1997 


dii( 
itli 
mm 


li 

tlie2 


?et  still 

Wan- 
•iI'd 
'rtita 
MeX 

*■  KU 

'I'l  kii 
at  pc 


/iashington  Outlook 


FED  BY  OWEN  ULLMANN 


\X  REFORM:  GET  READY 

9R  A  GUSSIC  CLINTON  TURNABOUT 


there  was  one  thing  Bill  Clinton  was  sure  of,  it  was 
is:  He  held  the  high  gi-ound  in  the  tax-reform  debate.  By 
sting  Republicans  as  defenders  of  the  rich — and  ti-um- 
ig  his  tax  breaks  for  the  middle  class — the  President 
ght  he  could  keep  all  those  crazy  flat-taxers  and  income- 
aashers  in  their  cages. 

at  congi'essional  hearings  into  Internal  Revenue  Service 
es  made  electiifying  political  theater,  catching  Clinton  off 
d  and  forcing  him  to  accept  Republican  proposals  to  re- 
the  IRS.  And  if  that  wasn't  enough,  tax  issues  helped  the 
sweep  key  elections  on  Nov.  4. 

lat's  why  Administration  complacency  has  been  replaced 
ear  panic.  Despite  Ti-easury  Secretary  Robert  E.  Rubin's 
stance,  Clinton  may  do  an  about-face.  Rather  than  op- 
ig  change,  he  is  now  looking  to  pi'omote  his  own  version 
'form,  perhaps  as  soon  as  in  his  State  of  the  Union  Ad 
s  in  January. 

VE  GOT  TO  RESPOND."  Just  by  getting  in  the  game, 
:on  vastly  increases  the  odds  of  a  tax  restnictui 
)efore  he  leaves  the  Oval  Office  in  2001.  With- 
;he  President's  backing,  tax  refoirn  would 
I  hot  issue  in  1998  and  2000  cam 
ns — but  it  would  go  nowhere, 
idamental  refomn  has  to  be  bi- 
isan,"  says  Barry  K.  Rogstad, 
ident  of  the  American  Busi- 
Conference,  a  gi'oup  of 
;ize  companies.  "You 
a  chief  executive 
ike  tills  to  the 
!rican  people." 
'^hat's  behind 
ton's  abrupt 
ige?  Al  Gore 
>tartei's.  The 
-President's 
ntial  rivals 
the  2000 
;idential 

ination,  eager  to  counter  the  gop  clamor  for  a  new  tax 
already  are  pushing  theii-  own  plans.  And  congressional 
locrats,  woiTied  about  then-  '98  races,  are  eager  to  stake 
a  position. 

\fter  the  IRS  debate,  there  was  a  fierce  detennination  not 
et  stuck  with  the  short  end  of  the  stick,"  says  a  senior 
te  House  official.  "We've  got  to  respond  to  the  tax  de- 
."  So  a  team  of  Chnton  advisers — led  by  Deputy  Treasiuy 
•etary  Lawi'ence  H.  Summers  and  National  Economic 
ncil  Director  Gene  Sperling — is  working  up  options, 
're  marching  through  every  reform  idea,"  says  Sperling. 
(Tiile  New  Democrats  and  Republicans  agi'ee  on  many  eco- 
lic  issues,  Clinton's  version  of  refonn  could  be  veiy  dif- 
nt  from  the  gop  alternatives.  He's  likely  to  focus  on  mak- 
the  tax  code  simpler  while  preserving  progTessivity. 
hat  puts  the  President  at  odds  with  two  leading  gop 
)osals — a  17%  flat  tax  championed  by  House  Majority 


Leader  Dick  Ai-mey  (R-Tex.)  and  a  national  sales  tax  em- 
braced by  House  Ways  &  Means  Committee  Chainnan  Bill 
Archer  (R-Tex.).  Republicans  say  their  plans  would  simplify 
taxes  and  spur-  economic  growth,  but  Clintonites  insist  both 
plans  favor  the  rich. 

Clinton  could  lift  key  elements  fi-om  plans  offer-ed  by  Sen- 
ate Budget  Committee  Chairman  Pete  V.  Domenici  (R-N.  M.) 
and  House  Minority  Leader  Richard  A.  Gephardt  (D-Mo.), 
considered  Gore's  chief  rival  in  2000.  Domenici  backs  a  con- 
sumj3tion  tax,  and  Gephardt's  proposal  would  set  a  10%  rate 
foi'  families  earning  $60,000  or  less. 

Afraid  that  he'll  find  him- 
self alone  among  candidates 
defending  the  status  quo. 
Gore  has  been  a  major  cata- 
lyst for  the  White  House's 
new-found  interest  in  tax  re- 
fonn. By  the  time  the  Veep  hits 
the  primai-y  trail,  he  needs  to 
have  a  plan  of  his  own.  "It's 
close  to  an  imperative,"  says 
(ine  Gore  insider. 
SHIFTING  SANDS.  But  first  the 
Vice-President  and  other  tax- 
l  eform  advocates  will  have  to 
win  over  in-house  skeptics.  Some 
White  House  politicos  still  hope  a 
bitterly  divided  gop  will  fail  to 
reach  consensus  on  a  I'efomi  pro- 
posal, allowing  Clinton  to  duck 
liis  own  tough  choices.  "Maybe  we'U 
all  agi'ee  to  just  debate  this  in  the  ab- 
stract until  2000,"  says  one  strategist. 
Clinton  no  longer  wants  to  take  that 
■hance,  however.  And  with  marching  or- 
dei-s  coming  dii"ectly  fi'oni  the  Oval 
Office,  even  the  Ti'easury 
Secretary  is  going  along. 
"He  is  not  wildly  for  refonn," 
says  a  Wliite  House  aide.  "But  he  has  agreed  to  see  what  they 
can  come  up  with."  For  now,  Rubin  says,  "Whether  the  Pi'es- 
ident  will  have  anytMng  to  say  in  the  State  of  the  Union  is 
veiy  much  ura'esolved."  But  down  the  road,  he  could  live  with 
a  plan  like  the  Tax  Refonn  Act  of  1986,  which  cut  r-ates  and 
dumped  looi)holes  but  presei-ved  the  income-tax  ft-amework. 

For  now,  the  best  bet  is  that  the  Pi'esident  will  reprise  the 
strategy  that  worked  so  well  for  him  in  the  balanced-budget 
debate.  Once  he  senses  jiublic  support  for  refojTn,  Clinton  will 
try  to  get  ahead  of  the  gop  with  a  middle-of-the-road  plan  of 
his  own  while  painting  the  Republican  alternatives  as  "radi- 
cal." To  set  the  stage  for  such  a  step,  he  could  use  his  State 
of  the  Union  address  to  issue  a  call  for  a  tax  code  based  on 
the  principles  of  progressivity  and  simplicity — with  details  to 
come  later.  By  just  embracing  the  concept,  Clinton  will  go  a 
long  way  toward  tui'ning  tax  reform  talk  into  reality. 

By  Howard  Gleckman,  with  Mike  McNam.ee 
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International  Business 


WHY 
FAILUR 

MAKE 
SENSE 

They  can  lead  to  the  creation  of 
a  sounder  Asian  economy 


Hai'uo  Hanazawa  thought  he  had 
seen  it  all.  At  63,  he  has  lived 
through  Japan's  postwar  rav- 
ages, its  meteoric  rebound,  the 
heady  late-'80s  "bubble"  era, 
and  this  decade's  prolonged  market 
meltdown.  But  who  would  have  thought 
it  would  come  to  this?  Yamaichi  Securi- 
ties Co.,  a  behemoth  broker  with  $188 
billion  in  investments  under  its  care, 
went  bust  on  Nov.  24,  the  biggest  bank- 
ruptcy ever  in  Japan. 

So  at  9  a.m.  shai-j)  the  very  next  day, 
Hanazawa  waded  through  the  throng  of 
comi)any  guards  and  television  crews 
piU'ked  in  front  of  Yamaichi's  global  heatl- 
(juarters  in  Tokyo  to  get  his  money  out. 
As  it  happened,  he  was  one  of  a  legion  of 
frantic  investors  from  Osaka  to  Sapporo 
that  mobbed  the  brokers'  local  branches 
with  tlic  same  aim.  "Banks  and  secuiities 


cial  rescue  squads  from  the  Interna- 
tional Monetaiy  Fund  scuny  aci-oss  the 
region.  Korea  is  on  its  knees.  President 
Clinton  implores  the  Asians  to  fix  their 
problems  before  they  trigger  a  global 
recession.  Japanese  Piime  Minister  Ryu- 
taro  Hashimoto  concedes  that  Japan's 
leaders  taxed  their  country  into  a 
i-pcessidH.  Bourses  in  Jakarta,  Kua- 


PAINFUL 

A  teary  Nozawa 
announces 


cumpanies  are  now 
in  a  dangerous  sit- 
uation," says  the 
retiree.  'Tm  just 
going  ' )  put  my 
money  my  desk  Yamaichi's 
for  a  whil< 

Japanese  banks 
and  brokeragt 
houses  fail.  Finan- 


(ollapse, 
Japan's  biggest 
bankruptcy  ever 


it  m 
slate  ii 

c: 


la    Lumpur,    and  TOKYO  BUST 

Bangkok  seem  to  4  ^i^irH  nf  ail 
have  no  bottom.      A  third  Ol  ail 

Nobody     ever  Japanese  banks 
said  failure  was  and  brokers,  lik(  mi 
fim.  But  now,  Asia's  YamaicW,  will  fa 

economies,  policy-  '  vim 

makers,  and  work-  or  be  merged,  sa 
ers  ai-e  learning  its  some  economist 
bitter  lessons.  Their 

response:  Many  are  denying  the  gravi' 
of  the  situation  or  are  threatening 
block  any  moves  toward  austerity  ar 
serious  reform.  In  Japan,  I'egulators  i 
nore  or  soft-pedal  the  mounting  evideni 
of  major  insolvencies  in  the  financial  se 
tor  In  Korea,  the  unions  promise  tl 
mother  of  all  strikes  if  IMF-imposed  me 
sures  force  major  layoffs.  At  the  Vai 
couver  meeting  of  the  Asia-Pacific  Ec 
nomic  Cooperation  forum,  Malaysi; 
Prime  Minister  Mahathir-  Mohamad  a  f,. 
tacks  free-market  advocates  for  effe 
tively  asking  bailout  recipients  to  "su 
render  | their]  independence"  wliile  the 
ignore  the  fact  that  "mai'ket  forces  are  ; 
prone  to  abuses  as  command  economies 
Anger,  denial,  shock:  They  are  all  1 
be  expected.  Remember  the  painful  sel 
searching  America  went  thi'ough  in  tl 
1980s,  as  a  banking  industry  blowoi 
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major  industrial  restructuiing  jolt- 
;  economy?  But  if  these  emotions 
ate  into  a  do-nothing  attitude  to- 
the  crisis,  Asia's  governments  will 
ssing  a  rare  opportunity.  For  the 
;s  point  the  way  to  the  creation  of 
;h  sounder  regional  economy  that 
propel  global  growth  well  into  the 
century.  But  before  the  failures 
»ay  off,  authorities 
to  allow  even  more 
utions  to  fail  or 
i,  sever  the  hnk  be- 
1  politics  and  corpo- 
is,  and  even  accept  foreign  owner- 
of  major  banks  and  companies, 
"nments  will  have  to  create  job- 
enefits  for  the  newly  unemployed, 
wifter  Asia's  policymakers  em- 

these  painful  necessities,  the 

the  crisis  will  pass, 
r  any  of  this  to  happen,  it's  essen- 
hat  Japan,  the  region's  economic 
r,  show  the  way.  The  Tiger 
mies  of  East  Asia  have  long  bor- 
i  fi'om  Japan's  brand  of  centrally 
oiled  capitalism,  which  promoted 
ccumulation  of  savings,  rehed  on 
ocrats  to  allocate  capital  into  pet 
trial  projects,  and  peraiitted  close 
ons  between  ruling  parties  and  fa- 


THE  ASIAN 


vored  corporations  and  banks.  So  if 
Japan  starts  dismantling  its  system,  its 
neighbors  to  the  south  may  well  follow. 

Fortunately,  after  years  of  denial  and 
feinting  left  and  right,  Japanese  official- 
dom may  finally  have  to  get  serious 
about  overhauling  its  overcrowded,  inef- 
ficient, and  conupt  financial  sector  That's 
because  the  failiu'es  ai'e  now  just  too  big 
to  ignore.  It's  as  if  a  giant 
trap  door  has  materialized 
imder  the  nation's  weakest 
banks  and  brokers.  During 
the  past  month,  both 
Sanyo  Securities  Co.  and  Hokkaido 
Takushoku  Bank  Ltd.,  a  major  lender, 
have  collapsed.  Some  economists  think 
one-thii"d  of  all  Japanese  institutions  will 
eventually  fail  or  be  merged  out  of  exis- 
tence. "Five  years  fi'om  now,  we  will  see 
quite  a  different  financial  landscape,"  fig- 
ures Toyoo  Gyohten,  a  senior  adviser  to 
Tokyo-Mitsubishi  Bank  and  foiTner  Vice- 
Minister  for  International  Finance. 

If  this  situation  is  not  addressed  cor- 
rectly, Japan's  financial  institutions  face 
slow  strangulation.  The  risk  premium 
Japanese  banks  must  pay  to  attract 
short-term,  interbank  ftmds  to  finance 
theu"  loans  is  getting  prohibitive,  since  in- 
ternational lenders  see  the  whole  Japan- 


A  Splash  of 
Reality  Could 
Help 


JAPAN 


If  the  government  forces  the 
weakest  banks  to  close,  it 
would  signal  to  the  whole 
region  that  real  change  is 
under  way. 


KOREA 


Many  chaebol  have  to 
go,  and  many  banks  must 
be  folded  or  sold  to  out- 
siders. The  result  could  be 
prudent  lending  and 
restored  confidence. 


SOUTHEAST  ASIA 


Dozens  of  banks  and  finance 
companies  and  some  big, 
politically  well-connected 
companies  probably  should 
merge  or  shut  down.  The 
payoff  could  be  a  sounder 
financial  system. 

DATA:  BUSINESS  WEEK 


ese  sector  as  high-risk.  Japan's  weaker 
banks  are  now  paying  up  to  75  basis 
points  above  prevailing  international 
rates — but  can  only  lend  out  at  lower 
rates  to  local  customers.  Says  Robert 
Brusca,  Nikko  Securities  Co.  Interna- 
tional economist:  "This  is  veiy  dangerous. 
The  Japanese  banks  are  being  gi'ound 
up  like  lunch  meat  by  the  markets." 
SILVER  LINING.  Yet  there's  opportunity 
in  the  danger  The  Ministry  of  Finance, 
for  example,  has  long  deferred  an  in- 
evitable restioictuiing  by  forcing  strong 
banks  to  help  weak  players.  Now  the 
mai'kets  are  blocking  the  MO?"'s  attempts 
to  keep  the  system  intact.  Sanyo's  fate 
was  sealed  when  life  insurers  refused  to 
roll  over  $166  million  in  loans,  and  the 
MOF  couldn't  persuade  Bank  of  Tokyo- 
Mitsubishi  and  Nomui-a  Securities  Co.  to 
step  foi-ward.  When  Yamaichi  disclosed 
to  Fuji  Bank  Ltd.,  a  big  creditor  and  its 
biggest  shareholder,  that  it  had  billions 
of  dollars  in  hidden  losses,  Fuji  cut  it  off 
at  the  knees. 

One  U.  S.-based  analyst  who  follows 
Japan  thinks  six  more  banks  could  go 
under  fi-om  the  strain.  On  Nov.  25,  Stan- 
dard &  Poor's  Corp.  cut  its  long-term 
debt  rating  on  Yasuda  Ti-ust  &  Banking 
Co.  to  junk-bond  status,  noting  its  his- 
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torical  ties  to  Yamaichi  and 
the  "very  severe  operating 
environment  in  Japan."  A 
bank  spoliesman  said  he 
"can't  accept"  the  ratings 
downgrade,  noting  that  Ya- 
suda  has  procured  enough 
foreign  funds  to  carry  it 
through  yearend  and  is  sell- 
ing Tokyo  headquarters  to 
raise  cash. 

Japan  now  has  a  chance 
to  use  its  deep  reserves  to 
protect  depositors,  while 
letting  more  banks,  brokers, 
and  insurance  companies 
disappear.  Perhaps  as  much 
as  $80  billion  will  soon  be 
committed  by  the  Hashimo- 
to government  to  avert  a  .. 
Uquidity  crisis  and  beef  up  Japan's  woe- 
fully underfunded  deposit  insurance 
scheme.  Japan's  $2  trillion  postal  savings 
system  may  also  be  tapped  to  expand 
the  Deposit  Insurance  Coi-p.  A  stronger 
Die  could  prevent  a  full-blown  deposit 
run  and  might  be  given  expanded  pow- 
ers and  independent  examiners  to  iden- 
tify banking  basket  cases  earlier  Such  a 
move,  coupled  with  a  round  of  income 
tax  cuts,  could  be  announced  by  the 
government  in  early  December.  If  so, 
Japan  might  finally  turn  the  corner. 
LESSONS.  If  Japan  accepts  the  need  for 
more  pain,  Korea  may  find  it  easier  to 
follow.  In  exchange  for  $20  billion  in 
emergency  funding  to  the  Seoul  govern- 
ment, the  IMF  is  hkely  to  demand  finan- 
cial closui'es,  higher  taxes,  fiscal  resti-aint, 
and  tougher  regulations  to  prevent  the 
nation's  industrial  combines,  or  chaebol, 
from  expanding  into  new  fields.  The  IMF 
has  ah-eady  asked  the  Seoul  government 


to  hand  over  the  books  of  the  countiy's 
banks  and  merchant  banks.  The  IMF  del- 
egation is  dividing  into  teams  to  focus 
initially  on  five  sectors — the  larger  econ- 
omy, fiscal  pohcies,  the  balance  of  pay- 
ments, the  money  supply,  and  the  cur- 
rency. "Koreans  are  finally  learning  that 
there's  no  free  lunch,"  says  Kim  Joon 
Kyong,  an  economist  at  the  Korea  De- 
velopment Institute. 

The  other  Asian  countries  have  to 
learn  the  same  lesson.  In  Thailand,  the 
recent  election  of  Prime  Minister 
Chuan  Leekpai  has  restored  a  measure 
of  calm  for  the  moment.  Even  the  cur- 
rency has  stabilized  somewhat.  But  the 
toughest  moves  are  yet  to  be  made. 
Chief  among  them:  whether  to  shut 
down  58  suspended  finance  companies 
that  made  big  and  ill-fated  bets  on 
Bangkok's  slumping  property  market. 
The  government  will  decide  the  finance 
companies'  fate  by  Dec.  7. 


HOLDING  COURT 

President  Clinton  wit 
Thai  Premier  Chuan 
(left)  and  the  Sultan  o 
Brunei  in  Vancouver 

And  with  the  Thai  eco 
omy  expected  to  grow  le 
than  1%  over  the  ne 
year — far  lower  than  t 
IMF's  initial  projections 
Chuan  will  need  to  pu 
through  more  spending  c 
to  make  up  for  lost  tax  re 
enues.  For  the  mome 
street  protests  in  Bangk 
have  subsided,  but  th 
could  change  if  the  IM 
austerity  plan  starts  to  e 
act  more  pain.  "Even  if  they  get  t" 
support  from  the  people,  there  is 
tough  job  ahead,"  says  one  senior  T 
economist. 

For  these  fiercely  proud  societies,  t 
new  reahty  of  failure  is  deeply  uns 
tling.  Yamaichi  Pi'esident  Shohei  Noza 
was  reduced  to  tears  as  he  announc 
the  failure  of  his  company.  In  South 
rea,  there  was  talk  of  the  "national  h 
niiliation"  of  requestmg  IMF  mterventi 
Yet  if  the  Pacific  Rim  economies  ev 
hope  to  regain  their  channed  image 
the  ascendant  force  of  the  next  cent 
they  will  need  to  embrace  the  idea  th 
no  lender,  broker,  or  corporate  chieftain 
too  big,  or  too  politically  connected,  to 
under  Asia  has  to  feel  more  pain  befo 
it  can  prosper  once  more. 

By  Brian  Bremner,  with  Emi 
Thornton  in  Tokyo,  Sheri  Prasso  a" 
Dean  Foust  in  Vancouver,  Moon  Ihlw 
in  Seoul,  and  bureau  reports 


WILL  JAPAN  DUMP  T-BONDS?  DON'T  LOSE  ANY  SLEEP 


With  Asia's  crisis  deepening. 
Wall  Street  is  abuzz  with 
rumors  that  Japanese 
investors  will  start  dumping  U.  S. 
Ti'easury  securities  to  raise  funds. 
Japan's  central  bank  and  private 
investors  hold  .$320  billion  worth  of 
Treasury  bills,  notes,  and  bonds— 

nf  all  those  outstanding — so 
even  a  little  liquidation  could  flood 
:  Tie  market  and  jack  up  long-term 
L      interest  rates. 

:    b'iiid  investors  shouldn't  panic. 
Japa.       <f,iM  like  U.S.  Treasuries 
for  one  |V=.(.d  .  eason:  yield.  At  5.8%, 
the  yield  on  1 0-year  Treasury  bonds 


is  more  than  four  percentage  points 
higher  than  that  on  equivalent 
Japanese  securities.  Rather  than  sell 
Treasuries,  Japanese  institutions 
would  be  more  likely  to  borrow 
against  them.  The  Bank  of  Japan  al- 
ready has  a  "swap  line"  wath  the 
Federal  Reserve  allowing  it  to  do 
that.  Carl  B.  Weinberg,  chief  econo- 
mist of  High  Frequency  Economics 
in  Valhalla,  N.  Y.,  says  the  central 
bank  should  also  offer  yen  loans  to 
banks,  vdth  Treasuries  as  collateral. 

Borrowing  against  Treasuries 
could  keep  Japanese  banks,  brokers, 
and  insurers  liquid.  That  would  allow 


them  to  honor  commitments  they 
have  made  around  the  world.  Even  if 
Japan  does  sell  Treasuries,  the  dam- 
age might  not  be  great.  Treasiuy 
Secretary  Robert  Rubin  notes  that 
the  supply  of  Treasury  debt  isn't 
keeping  up  with  demand.  "So  long  as 
our  fundamentals  and  our  policies 
are  in  good  shape,  I'm  not  concerned 
about  our  bond  market,"  he  says. 
Japan  still  needs  someplace  to  lodge 
dollars  from  trade  surpluses.  Of  all 
the  things  to  worry  about,  Japan 
dumping  Treasuries  shouldn't  be  at 
the  top  of  anyone's  hst. 

By  Peter  Coy  in  New  York 
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THERE'S  NO  REASON  WHY  WE  CAN'T 
WORK  OUR  WAY  THROUGH  THIS' 

U.S.  Treasury  Secretary  Robert  Rubin  talks  about  Asia 

He  looks  weary  from  deal- 
ing with  Asia's  financial 
ii'ues,  but  U.  S.  Treasury 
Secretary  Robert  E.  Rubin 
sounds  confident  about  the  out- 
look for  stanching  the  crisis. 
In  a  Nov.  25  intervieiv  with 
BUSINESS  WEEK  Washington  Se- 
nior Neivs  Editor  Owen  Ull- 
mann  and  Ecoyiomics  Corre- 
spondent Mike  McNamee, 
Rubin  said  Asia  seems  to  be 
coming  to  grips  with  the  need 
for  economic  reform.  Arid  he 
predicted  that  the  crisis  won't 
infect  the  healthy  U.  S.  econo- 
my. Key  excerpts: 

Q:  Was  the  U.  S.  slow  to  recog- 
nize the  magnitude  of  the  prob- 
lems in  Asia? 

A:  No.  We  have  been  ahead  of 
the  curve  from  the  beginning. 
We  were  focused  on  Thailand 
long  before  there  was  general 
recognition  of  its  problems.  We 
played  a  veiy  constnictive  role. 

Q:  The  U.  S.  has  been  cnticized 
for  its  reluctance  to  prwide  aid 
of  its  own.  What  should  the 
U.  S.  role  be? 

A:  It's  a  case-by-case  situation. 
In  Thailand,  the  IMF  [Interna- 
tional Monetaiy  Fund]  package 
was  sufficient,  and  there  wasn't 
yet  the  atmosphere  of  conta- 
gion that  developed  by  the 
time  we  got  to  Indonesia.  So 
we  did  exactly  the  right  thing. 


RESTORING  CREDIBILITY 

ii  The  lesson  is:  When 
there  are  problems,  deal 
with  them  quickly 


ROBERT  E.  RUBIN 


I  think 


Q:  How  is  the  U.  S.  leading  now? 
A:  We  have  people  in  Indonesia.  The 
Vlanila  program  [a  new  IMF  fund]  was 
IV  i'  K^d  by  a  letter  [Federal  Reserve 
Ci     •        Alan  Green- 
span and  I  --ent  that  i-e- 
flected  liu-'  .;  ijiortance  oi 
having  a  .-^ound  approach 
to  dealing  with  the  prob- 
lems (if  ihx'  ivgion. 

Q:  Do  yu,     ■•  signs  that  the  contagion 
is  still  ragi       When  does  it  end? 
A:  It's  verj  iiard  to  judge.  I  think 
what's  not  hai'd  to  judge  is  what  is  the 
i-ight  thin;;  'c  do.  That  is  for  each  of 


these  countries  to  implement  policies 
that  will  put  them  on  a  sound  footing. 
There's  a  very  healthy  recognition  that 
the  path  out  of  this  is  for  countries  to 
implement  sound  policies  and  to  stick 
with  them.  The  sooner  that  happens, 
the  sooner  we'll  get  tlu'ough  this  period. 

Q:  Is  China  possibly 
next? 

A:  Urn.  Well,  I  think  I'm 
not  going  to  get  involved 
in  nidividual  countries.  But  I  think  it's 
worth  noting  that  the  Chinese  govern- 
ment has  set  forth  an  ambitious  and 
market-oriented  program  for  their 
economy. 

Q:  How  threatened  is  the  world  financial 


system  by  what's  happening  in  As 
A:  There's  no  reason  why  we  can't  w( 
our  way  through  this. 


Q:  Is  Asia  facing  a  liquidity  sque 
or  a  structural  crisis? 
A:  At  heart  these  are  structural 
macroeconomic  issues.  Those  are 
issues  that  South  Korea  needs  to 
cus  on. 

Q:  Does  the  imf  have  sufficient 
sources  to  handle  these  problems? 
A:  The  resources  exist  to  deal  with  t 
issues  we  face,  assuming  that  countr 
do  what  they  need  to  do.  If  they 
establish  credibility  and  confidence,  th 
capital  will  begin  flowing  again 

Q:  You  recently  vjrote  a  letter  to  y 
Japanese  counterpart.  Finance  Minis 
Hiroshi  Mitsuzuka.  What  did  you  s 
A:  I  discussed  the  importance  of 
mestic  demand-led  growth,  not  hav 
sustained  trade  imbalances,  and  gett' 
ahead  of  the  curve  with  respect  to 
nancial-sector  problems. 

Q:  Japan's  lOth-largest  bank  a 
fourth-largest  brokerage  have  fail 
■mth  more  failures  expected.  How  shoi 
Tokyo  deal  with  its  financial  woes  ? 
A:  They  should  learn  from  mistakes 
made.  If  you  go  back  to  the  [U.  S.]  sd 
ings  and  loan  crisis,  we  didn't  get  aha 
of  the  curve.  As  a  result,  it  was  md 
more  expensive.  The  lesson  is:  WW 
there  are  problems,  deal  with  tha 
quickly. 

Q:  How  sick  are  Japan's  banks? 
A:  I  don't  think  it's  for  me  to  sped 
late.  The  key  is  for  them  to  take  a 
propriate  measures  quickly. 

Q:  Some  Wall  Street  traders  fa 
Japanese  banks  will  dump  Treasuru 
sending  U.  S.  interest  rates  soarin 
How  likely  is  that  possibility?  \ 
A:  It's  certainly  not  the  way  I  look  at 
There  may  be  people  who  need  Liqui' 
There  also  may  be  others  who  want 
reallocate  fimds  more  toward  what  thl 
think  the  safest  places  may  be.  So  lol 
as  our  fundamentals  and  our  policj 
are  in  good  shape,  I'm  not  concern 
about  oiu'  bond  mai'ket.  Also,  the  fedej 
government's  net  financing  requii-emeJ 
are  going  down  enonnously. 

Q:  How  un.ll  the  problems  in  Asia  am 
the  U.  S.  economy? 
A:  I  don't  think  anything  that  has  ha 
pened  so  far  would  change  my  via 
that  the  most  likely  scenario  is  so| 
growth  and  continued  low  inflation. 
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business-critical 


The  Compaq  ProLiant 
6500  and  ProLiant 
7000  industry-standard' 
servers  offer  the  perfor- 
mance and  availability 
demanded  by  7x24  -. 


vironments. 


With  features  like  the  first  industry-standard  PCI 
hot  plug  platform,  hot  plug  disk  drives  and  power 
supplies,  they  provide  unparalleled  availability. 


scalability  and  manageability. 
To  satisfy  your  most  demar 


ding  applications, 


Compaq,  in  partnership  with  Tandem  and  Microsoft, 
is  creating  an  industry-leading  line  of  cluster  solutions. 
Both  the  ProLiant  6500  and  ProLiant  7000  provide 
rock-solid  failover  functionality  with  Microsoft  , 
Wolfpack  cluster-enabled  software. 

The  result:  costs  are  reduced,  risk  is  lowered, 
productivity  improves  and  the  implementation 


time  required  is  decreased. 


To  demonstrate  our  continued  commitment  to  our 
customers'  future  success,  Compaq  now  offers 
an  unprecedented  Year  2000  Warranty,  indepen- 
dently certified  by  NSTL. 

.  ,The  Compaq  ProLiant  6500  and  ProLiant  7000. 
They're  the  type  of  business-critical  servers  your  , 
company  needs.  They're  the  type  of  servers  the 
world's  leading  provider  of  computers  makes. 
vyww.compaq.com/products/servers 
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ISLAMIC  MIGHT: 

Khatami  has  no 
desire  to 
overthrow  the 
theocracy 


IRAN 


BATTLING  FOR 
THE  SOUL  OF  IRAN 

The  stakes  are  huge  as  Khatami  challenges  hard-line  mullahs 


There's  a  hum  these  days  in  the  cav- 
ernous lobby  of  Tehran's  Esteghlal 
Grand  Hotel — the  sound  of  deal- 
making.  In  one  corner,  four  Japanese 
executives  sip  tea  and  flip  through  blue- 
prints for  a  |)ower  plant  they  hope  to 
build.  In  another,  engineers  from 
France's  huge  oilfield  services  compa- 
ny, Schlumbei-ger,  quietly  discuss  their 
growing  Iranian  business.  And  local 
businessmen  work  theii-  cell  phones,  as 
common  in  Tehran  as  in  Rome  or  Paris 
these  days. 

Hut  just  a  mile  across  this  sprawl- 
in;^  city  uf  14  million,  a  different  drama 
is  playing  out.  On  the  campus  of  Amir 
Kabij-  University,  around  2,000  Islamic 
fimdamentalists  howl  down  a  moderate 
Muslim  schoiar  who  advocates  separat- 
ing rn().--(iiic  and  state.  His  supporters 
fight  back,  and  sevej-al  people  are 


stabbed.  Others  are  bundled  into  Mer- 
cedes-Benz sedans  belonging  to  the 
blandly  named  InfoiTnation  Ministiy,  the 
feared  inteUigence  service  of  the  Islam- 
ic Republic  of  Iran.  "There  was  a  lot  of 
blood,"  says  a  witness. 

Daily  street  violence  is  the 
outward  sign  of  a  vicious  and 
unpredictable  power  strug- 
gle unfolding  in  Iran.  New 
Pi'esident  Mohammed  Kliata- 
mi  is  struggling  to  assert  his 
authority  over  Iran's  conser- 
vative mullahs,  who  still 
wield  enormous  power.  In 
May,  Khatami  won  70%  of 
the  vote  riding  a  wave  of 
popular  discontent  vdth  Ay- 
atollah  Khomeini's  corrupt 
and  incompetent  successors. 

It's  a  battle  for  the  soul  of 


Popular  choice 


Iran.  If  Khatami  prevails,  he  has  a  figh 
ing  chance  of  giving  Iran's  government 
human  face.  That  could  mean  real  poU 
ical  parties  and  looser  controls  over  tl 
media.  In  turn,  a  democratic  Iran  cou^ 
help  ease  tensions  in  the  region — ar 
even  with  the  U.  S.  But  the  conserv 
live  mullahs  fiercely  resist  any  chan^ 
threatening  their  autocratic  powers. 
VITAL  LINK.  The  stakes  are  huge.  Ira 
has  one  of  the  world's  most  strateg 
geopolitical  locations.  It  bestrides  tl 
land  bridge  between  the  Middle  Eai 
and  Asia.  It  is  the  globe's  second-biggei 
oil  exporter  after  Saudi  Arabia  and  hi 
gas  reserves  second  only  to  Russia's, 
commands  the  sea  arteries  that  pun: 
Gulf  oO  to  Western  and  Asian  economi( 
and  can  pi-ovide  the  shortest  and  chea] 
est  route  to  bring  vast  new  Caspia 
Sea  energy  supplies  to  market.  "It's  tl 
vital  link  between  the  Caspian  Sea  an 
the  Gulf  and  on  to  the  Indian  subcont 
nent,"  says  Mehdi  Varzi,  Dresdn( 
KJeinwort  Benson's  research  head. 

The  mullahs'  inle  has  been  disastroi 
for  the  economy.  Rigid  labor  and  ta 
iTiles  cripple  manufacturing,  now  opera 
ing  at  bai-ely  30%  of  capacity.  Unempio; 
ment  is  about  40%  and  inflation  doub 
the  officially  stated  18%.  The  econorr 
is  sealed  by  protectionist  laws  that  coi 
trol  or  forbid  the  import  of  most  goods 

Western  money  and  politics  may  pla 
a  big  role.  Iran  needs  foreign  inves 
ment  in  the  oil  industry  to  ftmd  its  bu( 
get  and  bankroll  the  public  sector,  whic 
accounts  for  85%'  of  its  economy.  Man 
Europeans  believe  that  such  involv' 
ment  can  give  them  a  chance  to  nudj 
Iran  toward  moderation.  But  the  U 
remains  hostile  to  any  effort  to  hel  >m 
Iran. 

All  the  same,  Iran  is  gaining  acce] 
tance  abroad.  Officially  at  least, 
preaches  good  neighborliness.  In  mi( 
November,  Eui'opean  nations  cjuietly  p 
stored  normal  diplomatic  relations  a 
ter  a  seven-month  spat  over  allege 
official  sujjpoit  for  teiTorists.  Besides, 
Dec.  9-11,  Iran  will  host 
Islamic  summit  of  52  nation 
including   American  alli( 
such  as  Saudi  Arabia  ar 
Kuwait.  "Our  isolation 
over,"  brags  Hossein  Nosra 
a  top  official  of  Iran's  Islam 
Guidance  Ministry. 

With  Europeans,  Arab 
and  Russians  flocking  ba( 
and  signing  huge  oil  and  g; 
deals  (chart),  America's  hari 
line  policy  on  Iran  is  : 
tatters.  The  eeiie  absence 
American  goods  in  co 
mopohtan  Tehi-an — no  Coc. 
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Cola,  no  McDonald's,  and  virtually  no 
American  cars  made  after  1980 — mir- 
rors America's  lack  of  influence. 

Despite  Khatami's  election,  the  U.  S. 
Administration  is  unbending.  "Our  view 
is  that  you  have  to  isolate  and  contain 
Iran,"  says  Stuart  E.  Eizenstat,  under- 
secretary of  state  for  economic  affairs. 
The  stance  guarantees  the  U.  S.  will 
have  little  role  in  determining  whether 
the  Iran  of  the  21st  century  vdll  be  a 
force  for  moderation  in  the  world's  most 
incendiary  region  or  revert  to  being 
dangerous  and  destabilizing. 

Changing  Iran  is  a  Herculean  task. 
Khatami,  a  former  cul- 
ture minister,  promises 
reform  but  is  vague  on 
details.  A  presidential 
commission,  due  to  re- 
port soon,  is  expected 
to  suggest  steps  such  as 
cutting  red  tape  and 
ending  sudden  changes 
in  business  regulations. 

But  the  conservatives 
have  dug  in  for  a  lonu 
night  of  political  atti  i 
tion.  The  unpopular  Ay 
atollah  Sayed  Ali 
Khamenei,  Supreme 
Spiritual  Leader,  Iran's 
highest  office,  controls 
foreign  policy,  the 
armed  forces,  and  public 
broadcasting.  The  heav- 
ily guarded  17-story 
headquarters  of  the 
Bonyad  Mustazafan  ve 
Janbazan,  Foundation  of 
the  Oppressed  and  the 
Disabled,  is  also  a  pro- 
found symbol  of  the 
revolutionary  mullahs' 
power  Created  to  take 
over  assets  of  the  for- 
mer Shah,  the  founda- 
tion owns  a  domestic 
airline,  as  well  as  ship- 
ping companies,  real  es- 
tate, and  industrial  con- 
cerns— accounting  for 
about  25%  of  the  econo- 
my. Chairman  Mohsen 
Ralikdoost,  Ayatollah  Khomeni's  former 
driver,  answers  only  to  Khameni. 
"Khaianii's  opponents  haven't  lost  any- 
thing ex-cept  the  elections,"  says  Ibrahirn 
Yazdi,  a  former  Foreign  Minister 

Even  .-1,  Ivhatami's  victory  was  elec- 
trifying, was  hailed  as  Iran's  Gor- 
bachev. Lii  I  he  Russian  leader  at  the 
outset,  Khai  i.nii  wants  to  make  the  sys- 
tem function  belter,  not  overthrow  it. 
But  unlike  Mikhail  Gorbachev,  Khata- 
mi doesn't  control  Iran's  power  struc- 


ture. He  has,  though,  made  some  im- 
portant personnel  changes.  AJi  Fellahian, 
head  of  intelligence,  was  replaced  by  a 
budget  expert  fi-om  Iran's  parliament. 
Fellahian  was  indicted  by  a  German 
court  last  April  for  involvement  in  as- 
sassinating opponents  in  Berlin. 
RAMPANT  CORRUPTION.  Khatami  nomi- 
nees such  as  Culture  Minister  Ataollah 
Mohajerani  are  reformers.  But  many 
doubt  the  new  President's  willingness 
to  challenge  Iran's  theocracy.  His  power 
base  is  the  fundamentalist  League  of 
Combative  Clergy.  Whatever  differences 
Khatami  has  with  opponents,  says 
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league  head  Ayatollah  Kan'oubi,  "all  ac- 
cept the  fundamentals  of  the  Islamic 
regime." 

The  economy  is  falling  victim  to  the 
political  infighting.  Iran's  well-educated 
middle  class,  which  numbers  7.5  million, 
or  about  12%  of  the  population,  accord- 
ing to  Standard  &  Poor's  dri,  isn't  being 
given  a  chance  to  invest.  Local  busi- 
nesses, for  example,  are  scared  by  a 
new  campaign  against  "quick  profits." 
Recently,  two  Tehran  real  estate  devel- 


opers received  long  sentences — and  ha 
all  their  property  confiscated — on  vagu 
fraud  charges. 

At  the  same  time,  Tekranis  complai 
of  rampant  corruption,  from  low-lev( 
bureaucrats  seeking  to  augment  the: 
monthly  paychecks  of  less  than  $100, 
to  senior  officials.  Tales  abound  of  he: 
commissions  paid  into  Svnss  accounts 
leading  mullahs.  Recently,  eyebro 
were  raised  when  a  son  of  former  Prei 
ident  Ali  Akbai"  Rafsanjani  became  h© 
of  the  Tehran  Subway  Co.  A  daughti 
already  managed  a  publicly  fund 
women's  sports  league,  a  huge  font 
patronage.  "In  thj 
Shah's  day,  people  stol 
but  the  money  trickle] 
dov\Ti,"  says  an  Irania 
businessman.  "Nows 
days,  the  mullahs  kee 
putting  it  in  their  pool 
ets,  and  no  one  sees  it, 
Iran's  oil  and  gas  ii 
dustry  still  works  reli 
tively  well  and  could  t 
in  for  a  boost.  Septen 
ber's  $2  billion  deal  wit 
France's  Total,  Russia 
t  iazprom,  and  Malaysia 
Petronas  to  develop  t. 
huge  offshore  Sou 
Pars  gasfield  is  a  fon 
taste  of  others,  s 
officials.  Meanwhil 
Iran  is  talking  wi 
companies  such  as  Ro; 
al  Dutch/Shell  Gra' 
and  British  Petroleu 
Co.  about  onshore  e 
ploration  and  productio: 
They  would  be  the  firi 
such  agreements  .sine 
the  mid-1970s. 

The  South  Pars  pac| 
say  Iranian  official 
shows  that  tough  U.  l\ 
sanctions  ai'en't  workin,: 
Still,  some  Iranians  conl 
plain  that  the  counti 
suffer-s.  Says  Mohamme 
Reza  Nematzadeh,  chii 
executive  of  Iran's  Ni 
tional  Petrochemical  C( 
"If  U.  S.  companies  could  enter  our  tei 
ders,  we'd  have  more  choice." 

After  18  years,  Iran's  revolutionai 
fervor  is  wearing  thin.  It  seems  as  fa 
ed  as  the  "Death  to  America"  signs  st 
to  be  seen  around  Tehran.  Khatami 
election  has  opened  a  new  chapter 
Iran's  troubled  histoiy.  But  as  the  risir 
tumult  in  Iran  indicates,  pushir 
thi-ough  real  reforms  will  be  much  har 
er  than  winning  an  election. 

By  John  Rossant  in  Tehro 
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How  much  and  how  soon?  The  experts  are  still  battling  over  what  to  do 
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As  delegates  from  the  woi'ld's  na- 
tions prepare  to  negotiate  a  treaty 
on  global  wanning  in  Kyoto  start- 
ing Dec.  1,  the  debate  over  what 
to  do  might  itself  generate  enough  hot 
air  to  raise  Earth's  temperature.  On 
one  side  are  the  auto,  coal,  and  oil  in- 
dustries. They  argue  that  a  proposal  to 
cut  U.  S.  emissions  of  carbon  dioxide 
and  other  gases  back  to  1990  levels  over 
the  next  13  years  will  devastate  the 
economy.  To  prove  it,  they  brandish  so- 
phisticated economic  models  showing 
the  policy  would  slash  gi'oss  domestic 
product  in  2010  by  as  much  as  2.5%.  It 
would  also  raise  gas  prices  by  50c  per 
gallon,  send  the  trade  deficit  soaring, 
"and  throw  a  record-shattering  number 
of  American  families  out  of  work," 
warns  Cecil  Roberts,  president  of  the 
United  Mine  Workers. 

Ridiculous,  say  environmentalists  and 
companies  selling  fuel-efficient  technolo- 
gies. They  say  energy-efficient  technolo- 
gies and  alternative  ftiel  sources — fi'om 
fuel  cells  to  photovoltaic  panels  to  wind 
power — are  already  out  there,  waiting 
to  be  used.  "It's  a  myth  that  the  costs  of 
action  are  high,"  says  Joseph  Romm,  as- 
sistant secretai-y  foi-  energy  efficiency  at 
the  U.S.  Energy  Dept.  Indeed,  a  new 
study  from  World  watch  Institute  con- 
cludes the  reverse:  that  gTeenhouse  gas 
reduction  will  boost  the  global  economy 
by  spun-ing  innovation.  Amoiy  Lovins, 
director  of  the  Colorado-based  Rocky 
Mountain  Institute,  an  environmental 
think  tank,  agrees.  "The  bottom  Une  is 
that  reducing  energy  use  is  a  com]3etitive 
ii(h'.;iitage,"  he  argues. 

Wlios  right?  It's  exceedingly  difficult 
to  ki.'  .w.  Past  predictions  of  the  cost  of 
env!)  (.nniental  protection  have  often 
been  iar  i'ff  the  mark,  and  the  same 
could  t!"  ;rue  here.  "If  there  were  a 
single  ai]  it  would  have  floated  to 
the  top  by  :;,..v,"  says  Craig  E.  Ebeit, 
senior  vict  nv-i  u-nt  of  Virginia-ba.sed 
consultants  u  i  Kaiser  Jnt  'rnational  Inc. 
Economists  adiuir  ihi>x  the  ir  models  fall 
far  short  of  simulating  ^I'mething  as 
complex  as  the  U.S.  eci  "omy — they 


have  a  hard  enough  time  predicting 
next  year's  gdp.  And  the  assumptions 
modelers  make  are  ci'ucial.  Carnegie 
Mellon  University  economist  Hadi 
Dowlatabadi  finds  that  changing  a  few 
assumptions  can  make  the  predicted 
costs  of  slashing  CO2  emissions  vary  by 
a  factor  of  20. 

If  economists  can't  pin  down  the  costs, 
how  does  the  world  arrive  at  a  rational 
climate  policy?  Some  economists  have  a 
clever  solution.  DowlatabacU  and  Peter  J. 
Wilcoxen  of  the  Univei'sity  of  Texas  at 
Austin  suggest  that  policymakers  stop 

THE  ENERGY-EFFICIENT 


focusing  on  cutting  emissions  to  a  sp 
cific  level,  as  the  Clinton  Administrati 
and  many  delegates  to  Kyoto  advoca 
Instead,  governments  should  increa 
the  price  of  oil,  gas,  and  coal  just  enoui 
to  encoiu-age  a  shift  to  lower  CO2  em 
sions  without  causing  widespread  dis] 
cations.  A  carbon  tax  or  emissions-tra 
ing  progi-am  (where  companies  buy  ai 
sell  rights  to  emit  greenhouse  gase 
that  limits  costs  to  $10  to  $15  per  met 
ton  of  cai'bon  emitted  might  do  the  tri(  '^P"*^ 
That's  equivalent  to  about  a  10%  to  15 
rise  in  the  wholesale  price  of  energf 
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Tfie  energy-saving  technologies  shown  on  this  "best 
practice"  commercial  building  should  be  widely  avail- 
able by  2010.  If  they  are  widely  adopted,  the  commercial 
building  sector  could  cut  its  fuel  consumption  by  13.5%, 
reducing  carbon  dioxide  emissions  and  saving  $33  bil- 
lion a  year  in  fuel  costs. 
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ins  Yale  economist  William  D. 
laus. 

modestly  higher  prices  for  en- 
ivould  accomplish  two  things.  Com- 
3  and  consumers  would  have  an 
mic  incentive  to  cut  emissions.  And 
jonomy's  response  would  help  re- 
the  huge  debate  over  the  cost  of 
te  policies.  Once  it's  clear  how 

a  given  boost  in  energy  prices 
•educe  greenhouse  gas  emissions,  it 
I  be  possible  to  fine-tune  the  price 
:o  hit  any  desired  emissions  tai'get. 
t  the  talk  at  Kyoto  will  likely  be 
lissions  limits.  The  European  na- 
want  a  rollback  of  emissions  in 
;o  well  below  1990  levels — and  are 
bashing  the  U.  S.  for  not  signing 
ut  the  U.S.  is  resisting  deeper 
-and  will  point  the  finger  at  rapid- 
^eloping  countries  such  as  China, 

haven't  agreed  to  sign  on.  Some 
he  Kyoto  talks  will  fail  utterly,  as 
is  blame  each  other  for  scutthng 
'oposed  targets.  Others  hope  there 
e  progress  on  such  key  issues  as 
ts  and  timetables  for  cuts,  along 
1  plan  for  the  developing  world. 


The  talks  in  Kyoto  might  get  fiuther, 
though,  if  pohticians  and  consumers  bet- 
ter understood  the  following  sources  of 
disparity  in  the  cost  claims. 

THE  MODELS 

Most  economic  models  tiy  to  mimic  the 
entire  economy  fi"om  the  top  down.  As 
individuals  react  to  changes  in  the  price 
of  a  key  commodity  like  energy,  the 
model's  equations  calculate  the  impact 
on  the  overall  economy.  Such  models, 
however,  can  be  unreliable. 

Clinton  Administration  economists 
used  one  prominent  macroeconomic 
model  to  conclude  that  stabilizing  gi-een- 
house  gas  emissions  at  1990  levels  by 
2010  would  raise  the  price  of  a  metric 
ton  of  carbon  by  $100 — doubling  the 
wholesale  price  of  energy.  Another  use 
of  the  same  model,  done  for  industiy 
gi'oups  by  the  consulting  firm  wefa  Inc., 
put  the  increase  at  $200  per  metric  ton. 

Can  either  figiu-e  be  believed?  The 
problem  is  that  macroeconomic  models 
become  less  accurate  as  they  look  ftuther 
ahead,  in  part  because  behaviors  can 
change  in  unexpected  ways.  That's  one 


reason  the  St.  Louis-based  modeUng  finn 
Macroeconomic  Advisers  turned  down 
requests  to  model  climate  policies.  "We 
couldn't  possibly  inn  something  like  this 
through  and  come  up  with  anything 
meaningfiil,"  says  chaimian  Joel  Pi-akken. 
Even  WEFA  Senior  Vice-President  Maiy 
H.  Novak,  who  insists  her  gi-oup's  fore- 
casts ai'e  valid,  admits  that  "if  you  look  at 
all  the  estimates  over  the  last  30  years, 
we  really  miscalculated  prices." 

THE  ASSUMPTIONS 

Another  problem  is  that  estimates  of 
costs  vary  dramatically  depending  on 
the  underlying  assumptions. 

One  key  issue  is  what  the  models  as- 
sume about  tax  pohcies.  Most  econo- 
mists agi-ee  that  mai'ket-based  measui-es 
such  as  a  carbon  tax  or  an  emissions- 
trading  program  would  be  more  effi- 
cient— and  cheaper — than  so-called  com- 
mand-and-control  regulations  that  simply 
order  emissions  be  cut  to  a  certain  lev- 
el. World  Resoui'ces  Institute  economist 
Robert  Repetto  argues  that  there  are 
further  gains  to  be  had  fi'om  recycling 
the  revenues  from  a  cai-bon  tax  or  emis- 
sions peiTTiit  auction  back  into  the  econ- 
omy in  a  way  that  spurs  investment. 
That  would  boost  the  economy  at  the 
same  time  it  prevented  damage  from 
climate  change.  But  such  a  fimdamental 
shift  in  the  tax  code  is  hardly  a  given. 
"We  don't  have  the  political  will,"  says 
Massachusetts  Institute  of  Technology 
economist  Richard  Schmalensee. 

Then  there's  the  question  of  benefits. 
Tlie  WEFA  model  and  others  that  predict 
high  costs  do  not  include  benefits  that 
might  emerge  from  slowing  gi'eenhouse 
gas  emissions.  Envii'onmentalists  believe 
curbing  global  warming  will  prevent 
di'oughts,  flooding,  and  the  spread  of  dis- 
ease. Reducing  fossil  fuel  use  should  also 
slash  pollution.  Throw  in  those  benefits, 
and  the  net  cost  of  a  climate  policy  plum- 
mets. "Yet  in  the  models,  the  benefits 
have  been  arbitraiily  set  to  zero,"  com- 
plains Repetto.  "If  that's  the  right  num- 
ber, then  what  the  hell  are  we  doing?" 

THE  TECHNOLOGY 

Perhaps  the  biggest  controversy  con- 
cerns the  pace  of  technological  change. 
Yet  another  type  of  model  looks  at  the 
economy  from  the  bottom  up,  asking 
what  new  energy-efficient  technologies 
are  cost-effective  at  today's  and  tomor- 
row's prices.  How  fast  can  they  be 
adopted?  And  what  would  be  the  impact 
on  CO2  emissions? 

A  new  study  fi'om  the  Energy  Dept. 
concludes  that  the  potential  impact  of 
innovative  new  approaches  could  be  enor- 
mous. High-mileage  cars  already  near- 
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ing  production  could  slash 
U.  S.  carbon  emissions  by 
a  total  of  87  million  metric 
tons  per  year  by  2010 — 
20%  of  the  way  towaixl  sta- 
bilizing emissions  at  1990 
levels.  More  efficient  build- 
ings could  cut  59  million 
more  metric  tons  per  year. 
Advances  in  electric  gener- 
ation— such  as  converting 
coal  plants  to  natiu-al  gas — 
could  cut  136  million  metric 
tons  more.  Some  of  these 
make  sense  even  at  today's 
prices,  and  others  need 
only  a  modest  boost  in  the 
price  of  energy,  the  study 
says.  "Any  company  or 
business  or  building  can  re- 
duce emissions  by  20%  to 
2.5%  now — and  cut  its 
costs,"  asserts  the  Energy 
Dept.'s  Romm. 

Romm  says  the  top- 
down  economic  models  ig- 
nore innovation — they  as- 
sume that  a  given  boost  in 
energy  prices  will  stimu- 
late the  same  increase  in 
energy  efficiency  as  past 
price  rises  did.  "But  tech- 
nology is  what  makes  the 
future  not  like  the  past," 
explains  Romm. 

Modelers  retort  that 
claims  of  a  technological 
"magic  bullet"  are  hope- 
lessly rosy.  A  bedrock  as- 
sumption of  economics  is 
that  markets  are  efficient. 
Any  better  and  cheaper 
strategies  and  technologies 
should  have  already  been 
adopted.  If  they  haven't, 
"that  means  the  technolo- 
gies are  more  expensive  to  commercial- 
ize than  people  think  or  they're  just 
lousy  technologies,"  says  wefa's  Novak. 

THE  SOLUTIONS 

The  fact  that  neither  economics  nor 
technology  can  pinpoint  the  cost  of  cli- 
mate policies  may 
seem  like  a  fatal  blow 
to  di  v;'l()ping  a  ratio- 
nal aijproach.  Hut 
there  is  a  sf)lution. 

Most  parlieipants  in 
the  debate  agres'  on 
two  points.  Firsl,  'f 
the  world  wants  ;  : 
reduce  global  warm- 
ing risks,  it  must  send 
a  clear  economic  sig- 
nal now.  President  Clin 
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THE  UNDERLYING  DEBATE 

Competing  economic  studies  put  the  cost  of  reducing  green- 
house gas  emissions  to  1990  levels  by  2010  at  anywhere  from 
near  zero  to  $200  per  metric  ton  of  carbon.  The  reason: 
different  assumptions. 

IKWU^  Will  future  emissions  growth  follow  current  trends  if 
there  are  no  policy  changes? 


►  Changes  in  the  economy,  such  as 
productivity  growing  more  rapidly 
m  lower-emitting  industries,  or 
pollution-control  policies  would 
reduce  baseline  emissions,  making 
it  cheaper  to  hit  climate  targets 


►  Such  changes  can't  be 
predicted,  so  shouldn't  be 
included  in  the  economic  models 


iKvUH  What's  done  with  the  revenue  from  carbon  taxes  or 
emissions  permit  auctions  will  have  a  big  impact  on  the  eco- 
nomic reaction 


►  Using  the  money  to  offset 
payroll  levies  and  other  market- 
distorting  taxes  can  give  the 
economy  a  boost 


►  Tinkering  with  the  tax  code  is 
politically  unhkely,  so  shouldn't 
be  included  in  the  economic 
calculations 


IKMIH  Should  economic  models  include  estimates  of  the 
benefits  of  both  reduced  climate  warming  and  lower  pollution? 


►  Because  emissions  reductions 
would  both  curb  warming  and  cut 
pollution,  benefits  are  huge  and 
must  be  counted 


►  Because  these  benefits  are  far 
off  and  highly  uncertain,  there's 
no  point  in  trying  to  put  them  in 
the  models 


Will  the  pace  of  technological  change  increase? 


►  Global  warming  policies  will 
trigger  rapid  innovation,  which 
can  dramatically  cut  the 
estimated  costs  of  C02-reduction 
efforts 


►  There's  no  evidence  from  past 
experience  to  suggest  that  the 
pace  of  innovation  will  accelerate, 
so  such  an  assumption  shouldn't 
be  included  in  the  models 


ton's  plan  preaches  new  technology  and 
voluntaiy  reductions — but  it  doesn't  call 
for  economic  measures,  like  a  scheme 
to  trade  emission  permits,  until  2008. 

The  second  point  of  consensus:  Any 
greenhouse  gas  reduction  plan  should 
rely  on  market-based  mechanisms.  Econ- 


ELECTRIC  CAR:  Studies 
disagree  over  its 
impact  ^ 


omists  generally  agre 
that  a  carbon  tax  or  a 
auction  of  emissions  pei 
mits  will  stimulate  innovE 
five  ideas  at  far  lower  cos 
than  any  other  approacl 
The  idea  is  to  let  the  mai 
ket  "choose"  the  best  tecl 
nological  solutions. 

The  crucial  issue,  thei 
is  where  to  set  the  pric 
of  emitting  a  m.etric  ton  c 
carbon.  Raising  that  t 
$200  per  metric  ton  to  st£ 
bilize  emissions  at  199 
levels  is  a  political  nor 
starter.  "We  should  d 
something  modest,  like  $1 
per  metric  ton,"  say 
Yale's  Nordhaus,  whic 
would  add  only  0.25% 
the  cost  of  living.  "Tha 
would  get  people  to  thin 
about  substitutes." 

In  other  words,  the  bei 
tack  may  be  to  decid 
what  price  we're  willing  t 
pay,  not  pick  a  target  fc 
emissions  reduction.  On 
approach  would  be  a  cai 
bon  tax.  But  Australia 
economist  Warwick  ^ 
McKibbin  and  Texai 
Wilcoxen  have  a  cleve 
less  intrusive  scheme.  1 
would  use  a  permit-trac 
ing  scheme  with  a  built-i 
safety  valve.  Companie 
and  industries  would  bu 
and  sell  emissions  permit! 
But  if  the  cost  of  emi^ 
sions  reduction  went  t(5 
high,  companies  could  h 
permits  instead  from  the: 
governments  for  a  s«i 
price,  say  $10  or  $15. 
Environmentalists  generally  disli 
the  idea  because  it  doesn't  commit  go^j 
ernments  to  specific  levels  of  emissio 
cuts.  But  once  such  a  pohcy  is  in  placi 
the  world  would  be  able  to  measure  i 
effectiveness  in  both  cutting  emissio 
and  reducing  global  warming.  Then  go 
ernments  could  decide  to  ratchet  th 
cost  up  or  down  as  i"equired.  In 
world  where  economics  can' 
provide  the  answers  w. 
need,  the  respons 
of  the  economy  i 
self  might  offc 
the  ultimate  soli 
tion  to  the  problei 
of  global  warming,  i 
By  John  Carey  i. 
Washington,  with  Cathe\ 
ine  Arnst  in  New  York 
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The  Xerox  Document  Centre  is  a  simpler 
way  to  work.  It  can  start  as  a  stand- 
alone digital  copier.  And  since  it's  fully 
modular,  you  can  upgrade  it  to  be  a 
powerful  fax.  In  fact,  you  can  config- 
ure It  any  way  you  want  it,  so  you 
don't  pay  for  options  you  don't  need. 
Soon,  you  can  connect  it  to  your  network. 


and  turn  any  PC  into  mission  control  for 
producing,  managing  and  finishing 
T  documents.  All  at  speeds  ranging  from 
20  ppm  now  to  65  ppm  in  the  near 
:  future.  If  you  want  to  see  what  that 
kind  of  productivity  feels  like,  call  us 
now  at  1-800-ASK-XEROX,  ext.  121,  Or 
simply  visit  www.documentcentre.com 
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PHIL  ANSCHUTZ: 
aWEST'S  $7  BILLION  MAN 

The  low-profile  dealmaker  takes  his  telecom  outfit  public-and  vaults  into  the  spotlight 


M 


lost  billionaires 
get  rich,  then  ac- 
quire a  taste  for 
[expensive  art. 
But  Phil  Anschutz  did  it 
the  other  way  ai"ound.  At 
age  27,  the  young  art 
buff  traveled  to  Chicago 
from  his  home  in  Denver 
and  charmed  his  way 
into  a  meeting  with  the 
chairman  of  the  Santa  Fe 
Pacific  Corp.  Anschutz 
had  learned  that  the  rail- 
road owned  hundreds  of 
rare  paintings  stored  in 
its  headquarters  base- 
ment. For  the  rights  to 
buy  a  few,  he  proposed 
cataloging  the  collection, 
which  had  been  originally 
commissioned  to  make 
Santa  Fe  travel  posters. 

Talk  about  an  under- 
valued asset.  Until  An- 
schutz showed  up,  many 
Santa  Fe  executives 
weren't  even  aware  the 
collection  existed.  Four 
days  later,  he  bought  85 
paintings  for  a  pittance, 
walking  away  with  what 
has  become  the  core  of  a 
rare  Western  Americana 
collection.  "I  took  the 
best  of  their  collection," 
says  Anschutz,  now  57. 
Today,  the  paintings — 
worth  several  million  dol- 
lars— line  the  walls  of  his 
Denver  home  and  a  cabin 
on  his  30,000-acre  ranch. 

For    Philip    F.  An- 
schutz. life  has  been  one 
long  adventure  in  ferret- 
ing out  hidden  treasures 
in  unexpected  places.  Now,  the  little- 
knov/!i  billionaire  may  have  uncovered 
his  biggest  prize  yet.  After  three 
decades  of  shrewd  dealmaking  in  oil, 
railroads,   and   agriculture,   he  has 
tripled  his  net  worth,  to  over  $7  bil- 


THE  WMr.*i  mmtii  'i*^'  ^th  Qwest  Commuiii- 

.  cations  Corp.,  a  small  but 

Anschutz  IS  known  tor  fast-growing  telecommuni- 
his  tenacity  and  timing  cations  company  he  took 

public  earlier  this  year. 
Yet  that's  hardly  the  only  iron  the 
soft-spoken,  reclusive  Anschutz  has  in 
the  fire.  He's  also  branching  out  into 
high-profile  sports  and  entertainment 
ventures.  In  1995,  he  and  a  partner 
purchased  the  Los  Angeles  Kings  for 


PHILIP  F.  ANSCHUTZ 

BORN  1939,  Russell,  Kan. 


EDUCATION  University  of 
Kansas,  B.A.  business,  1961. 


CAREER 

1964  Acquires  Circle  A  Drilling, 
his  family's  small  oil  wildcatting 
operation. 

1968  Assumes  share  of  burning 
oil  well.  Makes  first  million. 
1978  -  1982  Becomes  billionaire 
with  huge  oil  strike  on  the 
family  ranch. 

1984  Buys  Denver  &  Rio  Grande 
Western  Railroad. 
1988  Takes  control  of  troubled 
Southern  Pacific.  Starts 
development  on  fiber-optics 
telecom  company. 

1996  Sells  SP  to  Union  Pacific, 
clearing  $1.4  billion  profit. 

1997  Takes  telecom  company, 
now  called  Qwest  Communica- 
tions, public.  Its  share  price 
soars.  Breaks  ground  on  Los 
Angeles  sports  arena. 


ONLY  ASSET  HE  WONT  SELL 

Extensive  collection  of 
Southwestern  art. 


FAMULY  Married,  three  children. 

INTERESTS  Dove  hunting, 
running  marathons.  Western 
American  history  and  art. 


.$114  million  and  are  now  building 
$300  million  dollar  arena  for  the  tear 
with  plans  for  nearby  hotels  and  restai 
rants  to  follow.  "I  am  a  student  ( 
strategic  timing  and  cycles,"  he  says 
his  new  ventures.  "And,  I  think  thes 
will  prove  to  be  right." 

Heaven  knows,  Phil  Anschutz  hi 
been  right  before.  He  made  his  firi 
billion  meticulously  timing  the  oil  an 
railroad  markets.  And  his  timing 
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Don't  look  now,  but  the  revolution  has  begun. 

Hospitals,  offices,  shopping  malls,  apartment  houses  and  even  some  power 
companies  are  using  fuel  cells  to  generate  primary  and  supplementary  electricity. 

And  the  world's  first  commercial  supplier  of  fuel  cells  is  International  Fuel  Cells 
Corporation,  a  unit  of  United  Technologies'  Hamilton  Standard  division. 

Which  means  that  the  power  source  of  tomorrow  is  here  today. 

At  1-800-660-6674,  to  be  exact. 
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C%  United  , 
0  Technologies  I 
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Qwest  also  seems  impeccable.  Initially, 
few  investors  thought  much  of  An- 
schutz'  plans  to  take  on  the  telecom- 
munications industry  with  a  new  fiber- 
optic network.  So,  in  1991,  he  put  in 
$55  million  of  his  owTi  money  and  raised 
another  $400  million  in  debt  to  get  the 
company  off  the  ground.  Since  then, 
with  the  explosion  in  Internet  traffic 
taxing  the  capacity  of  existing  net- 
works, WorldCom,  Frontier,  and 
GTE  have  signed  deals  worth  a 
combined  $1.1  billion  for  capac- 
ity on  Qwest's  network. 
TALENT  HUMT.  With  the  IPO,  An- 
schutz  raised  another  $321  mil- 
lion, as  well  as  $600  million 
more  with  a  pair  of  debt  offer- 
ings. And  to  boost  Qwest's 
chances  for  success,  the  usually 
tightfisted  Anschutz  has  been 
Liberally  doling  out  his  money  to 
lure  the  best  in  the  business. 
Earlier  this  year,  he  hired 
Joseph  Nacchio,  the  former 
head  of  at&t's  $26  billion  con- 
sumer operation,  to  run  Qwest. 
Nacchio  has  gone  on  to  pluck 
top  talent  across  the  industry. 
That  has  Wall  Street  all  agog. 
Since  going  public  in  June  at 
22,  Qwest's  stock  has  soared  to 
52,  putting  a  $4.9  billion  value 
on  Anschutz'  remaining  84% 
stake. 

Qwest  is  the  child  of  a  previ- 
ous Anschutz  megadeal — and 
his  eye  for  the  hidden  asset. 
Before  he  sold  off  the  strug- 
gling Southern  Pacific  Rail 
Corp.  two  years  ago  to  Union 
Pacific  Corp.  for  $5.4  billion,  he 
kept  a  gem  for  himself:  He  j)aid 
sp  for  the  right-of-way  to  lay 
fiber-optic  cable  along  the  rail- 
road tracks.  That  right-of-way 
is  now  the  foundation  of  the 
l(),000-mile  network  he  is  build- 
ing. When  the  Qwest  system  is 
fully  deployed  in  1999,  it  will 
have  as  much  capacity  as  Sprint 
Corp.  has  today.  "This  is  an  in- 
(kistry  at  an  historic  inflection 
says  CKo  Nacchio. 

if  Anschutz  is  jumj)ing  onto  the  fast- 
growing  telecom  bandwagon,  he  is 
bucking  the  trend  in  the  sporting  world, 
where  n  o:  !  owners  reli.sh  the  spothght 
but  wrilc  ino  e  checks  than  they  cash. 
But  to  Ans;  rn;fz  and  partner  Edward  P. 
Roski,  the  K.  les  are  purely  a  real-es- 
tate play.  0\v:  Tship  of  the  team  en- 
sures a  permaiitn!  fenant  for  their 
glitzy  downtown  ircna  and  entertain- 
ment center,  set  to  open  in  1999.  And 
with  an  option  to  buy  a  25%  stake  in 


the  Los  Angeles  Lakers,  the  duo  have  a 
deal  with  Laker  owner  Jerry  Buss  to 
move  the  basketball  team  to  their  are- 
na as  well.  Down  the  road,  Anschutz 
also  intends  to  add  theme  restaurants, 
shops,  and  a  hotel  to  the  site. 

For  the  Western  oilman  turned  rail- 
road baron,  Qwest  and  the  sports  ven- 
tures are  unfamiliar  tei-ritory.  But  in 
one  regard,  what  Anschutz  is  doing 


ANSCHUTZ' 
$7  BILLION  EMPIRE 


TELECOMMUNIGATIONS 


Owns  84%  of  Qwest  Communications. 
Anschutz'  original  $55  million  investment  is 
now  worth  $4.9  billion 


RArLROADS 


Anschutz  controls  5.4%  of 
Union  Pacific  stock,  worth 
$770  million 


Holds  31%  of  Forest  Oil,  5%  of 
UP  Resources,  and  other  assets 
Value:  $823  million 

Owns  office  towers 
and  hotels  in  Califor- 
nia and  Colorado  and  is 
building  a  $300  million  sports 
arena  in  Los  Angeles 
Value:  $500  million 


AGRICULTURE 

Grows  produce  on  335,000 

acres  of  farmland  in  Colorado, 

Wyoming,  Texas 

SPORTS 

Los  Angeles  Kings  (hockey),  Colorado 
Rapids  (soccer),  Chicago  Fire  (soccer) 
Est.  investment:  $160  million 


point,'' 


with  both  is  nothing  new.  In  all  his 
deals,  he  tyjjically  holds  on  to  the  lion's 
shai-e  of  ecjuity,  raising  the  rest  in  debt. 
Wlien  he  ultimately  sells  or  goes  public, 
the  returns  can  be  phenomenal.  In 
1982,  he  sold  $1  billion  woith  of  drilling 
rights  to  Mobil  Oil  Corp.  and  others 
after  spending  most  of  the  1970s  deeply 
in  debt.  His  $5.4  billion  cash  and  stock 
sale  in  1996  of  sp  to  rival  Union  Pacif- 
ic came  six  years  after  acquiring 
the  railroad  for  $1.8  billion  in  a  lever- 
aged buyout. 

Playing  the  high-stakes  leverage 


game  comes  naturally  to  Anschutz.  As 
boy,  he  grew  up  traveling  aroun 
Kansas  and  Wyoming  watching  hi 
charismatic  father,  Fred,  wheel,  dea 
and  at  times  go  deeply  into  debt  in  th 
rough-and-tumble  1950s  oil  market.  Th 
young  Anschutz  saw  his  high-roUing  fj 
ther  pull  in  a  pile  of  money  one  yea 
only  to  lose  it  the  next  when  oil  price 
crashed.  Some  months,  the  family  woul 
be  hard  pressed  to  make  the  mortgag 
payment.  "You  never  knew  what  w£ 
going  to  happen  next,"  he  recalls. 

His  father's  turbulent  dealmakin 
gave  Anschutz  a  zest  for  business  earl 
on.  As  a  fourth-gi-ader,  he  mounted  h 
Kool-aid  roadside  stand  on  two  paii 
of  roller  skates  and  rolled  it  up  to  tl 
nearby  college  campus.  A  bright  an 
dihgent  student,  he  won  entry  to  tl 
elite  University  of  Virginia  law  schoc 
But  the  family's  finances  took  a  tui 
for  the  worse  when  his  father  fell 
and  he  returned  home  to  help  run  tl 
business.  The  next  five  years  wei 
the  hardest  of  his  life,  Anschu 
says.  "As  a  wildcatter,  95% 
everything  you  do  is  a  fai 
ure,"  he  says.  "Most  hoh 
are  dry." 

Even  his  first  big  stril 
in  1968  nearly  ended  in  ca 
astrophe.  After  the  well 
was  drilling  for  Chevrc 
Corp.  exploded,  Anschu 
took  a  gamble.  Borro\ 
ing  money,  he  bought  i 
dozens  of  surroundir 
leases.  To  his  horror, 


HOCKEY 
MANEUVER 

Aiischutz' 
purchase  of  tl" 
Los  Angeles 
Kings  is  reallj 
a  real  estate 
play 


spark  from  a  truck  ignited  the  enti 
field,  threatening  to  banki'upt  him. 

He  quickly  turned  the  mess  m 
money.  In  a  do-or-die  move,  Anschr 
called  famed  firefighter  "Red"  Ada 
who  helicoptered  in  a  day  later  to  c 
the  blazing  well.  He  then  persuad 
anothei-  driller  to  sign  over  his  inten 
in  the  wells  in  exchange  for  Anschi 
assuming  all  his  liabilities.  Despere 
to  raise  money,  he  called  Universal  81 
dios,  where  he  knew  John  Wayne  w 
making  a  film  about  Adair  called  He 
fighters.   Universal   agreed   to  p 
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r.  nrx  THE  POWER, 


MSNBC 


Information  is  power. 

(And  you'll  get  a  lot  more  of  it 

when  you  use  our  56K  modem.) 

When  you're  looking  for  business  information,  you  want  to  get  it  fast  Use  a  U.S.  Robotics"  56K 
modem  with  x2''"' technology  to  download  the  MSNBC  Web  srte  and  that's  exactly  how  you'll  get  it 

As  the  fastest  modem  we've  ever  created  for  use  over  regular  phone  lines,  the  U.S.  Robotics 
56K  modem  lets  you  get  the  most  out  of  the  Intemet  -  quickly  More  than  1,100  Internet  providers 
worldwide,  including  MindSpnng  and  NETCOM,  offer  live  x2  service  nght  now,  so  you  can  start 
using  your  U.S.  Robotics  56K  modem  today.^  We'll  even  guarantee  a  free  upgrade  to  ensure  it  meets 
the  intemational  56K  standard  when  it's  established  (expected  in  1998).' 

For  more  information,  call  1-800-525-USR1  or  visit  wv»w.3com.com/x2power.  Even  better  if 
you  buy  a  U.S.  Robotics  56K  modem  nght  now,  you'll  get  $50  cash  back  by  mail.^ 

Unlock  the  true  power  of  the  Internet  with  the  #1  selling  56K  modem  in  the  world. 
And  experience  what  true  power  really  feels  like. 


(Moboticslg 


)ttra)*d  in  this  acJveitiseme^it  may  or  tmy  not  be  a  compiUtiori  of  images  from  (he  ip«ific  vie 

Jucts  are  capaWe  of  56  Kbps  downloads  however,  due  to  FCC  njles  wh<h  r«tnct  pDww  output  o1  ^cruce  piovidert  modems  i-urrem  download  jpeeds  are  Umflet)  to  S 
sds  may  vary  depending  on  Ime  conditions  Uploads  from  end  users  to  providers  travel  at  28  8  Kbps 

Jem,  a  locil  analog  phone  line  compatible  wrth  -2  technology  and  an  intemet  pn^ider  with  .2  sef\ficc  are  cvqu<ml  for  these  high  speed  downloads  See  www  3comcom 
■nust  be  claimed  by  &'30/98 

1  rebate  valid  with  pun:haie  of  SportstC  56K  models  1783, 178^,  1785. 1786,  178?  and  1789,  Counef  =>t.K  models  1367, 1868  and  1869  only  purchased  7/1/97  through  1/ 
lcom,corri'ii2  delivers  for  details. 

Ti  Corporation  or  its  subsidianes  All  nghls  rescved  3Com,  the  3Com  logo,  U.S  Robotics,  the  USRobsncs  logo  and  Sportster  are  legistered  irademarta  and  ■!  the  ■2  k» 
iarl!S  of  3Com  Corporation  or  ds  subsdianes  All  other  product  or  servtce  names  are  used  for  dentificatJon  purposes  only,  and  may  be  trademarks  and/or  registered  trade 
companies.  Product  specifications sub^ea  to  change  wiihoul  notice  11/6/97  ttAl^b 


U.S.  Robotics.  From  the  leader  in  networking.  3, 


People 


$100,000  for  the  rights  to  film  his  burn- 
ing well.  The  money  covered  Adair's 
fee  and  Anschutz  eventually  went  on 
to  make  a  mint  from  the  wells.  "It's 
important  to  have  your  back  to  the 
wall,"  he  says.  "It  teaches  you  how  to 
think  outside  the  box." 

Perhaps  because  of  his  early  strug- 
gles, Anschutz  went  in  an  opposite  di- 
rection from  his  hard-living,  easy-come, 
easy-go  father.  Instead,  he  developed 
the  fastidious  perfectionism  that  has 
been  the  trademark  of  his  career.  He's 
also  a  single-minded  penny-pincher.  To 
earn  a  little  extra  revenue,  he  rents 
out  one  of  his  ranches  and  three  pri- 
vate railcars  to  corporations  for  re- 
treats and  parties  (the  cars  go  for 
$3,500  a  day).  For  his  own  transport, 
he  refuses  to  buy  new  cars,  convinced 
they  are  a  waste  of  money.  Today  he 
drives  a  five-year-old  used  Lexus;  he 
has  also  driven  used  hand-me-downs 
from  his  wife.  And  when  he  needed  bi- 
cycles for  his  three  ranches  in  Col- 
orado, Texas,  and  Wyoming,  he  called 
up  fi-iend  David  M.  Schulte,  a  merchant 
banker  with  Chilmark  Partners  Ltd., 
looking  for  a  deal.  "We  owned  Schwinn, 
and  he  called  me  to  see  if  he  could  get 
bikes  wholesale,"  explains  Schulte.  "He 
is  so  cheap." 

For  Anschutz,  though,  thrift  is  just 
one  aspect  of  a  complex  struggle  to 
maintain  a  "nonnal"  life  for  himself  and 
his  family.  He  was  16  when  he  met  a 
12-year-old  named  Nancy  at  a  friend's 
house.  "He  didn't  notice  me  until  eight 
years  later,"  says  his  wife  of  30  years. 
"But  I  knew  I  wanted  to  marry  him 
then."  Today,  the  couple  have  three 
adult  children.  A  regular  churchgoer, 
Anschutz  doesn't  drink,  apart  from  an 
occasional  beer  on  cracked  ice.  And  to 
keep  the  close-knit  family  in  touch,  his 
wife  and  childi-en  often  fly  to  wherever 
he  is  on  business. 

OBSESSIVE  PRIVACY.  Anschutz'  obses- 
sive privacy — he  avoids  having  his  pic- 
ture taken  or  conducting  interviews  for 
the  most  part — allows  him  to  walk 
around  a  Kings  game  unnoticed  by  the 
crowds.  His  insistence  on  rigid  disci- 
pline also  permeates  his  home  life.  He 
gets  up  at  4:30  each  moming  and  runs 
about  10  miles  to  train  for  his  next 
marathon.  He  has  already  run  some 
IT),  mjiny  with  his  children.  Always  the 
perfectionist,  he  designed  the  family 
house  in  Denver,  with  its  extensive 
liHr;iry  full  of  hooks  on  the  Ameri- 
cai!  West. 

Ever:  his  annual  dove-hunting  party 
hiis  to  be  just  so.  The  day  before  a 
'I'.inJ,  Anschutz  called  i'imothy  J. 
'Vi-ivis,  cioo  of  Eaton  Metal  Products 


Co.,  insisting  that  Travis  and  his  son 
come  up  that  instant  to  plant  newly 
blooming  flowers.  "Here  we  are  dig- 
ging holes,  with  him  running  up  and 
down  the  driveway  holding  a  shovel, 
shouting,  'Not  the  red,  I  want  the  yel- 
low there,' "  says  Tr-avis. 

That  persistence  has  sei"ved  Ajischutz 
well  throughout  his  career.  In  1978, 
Amoco  Coi"p.  stmck  a  huge  resei-voir  of 
natural  gas  adjacent  to  a  ranch  he  and 
his  father  had  acquired  years  earlier 
on  a  hunch.  Immediately,  Amoco  tried 
to  buy  out  his  oil  rights.  But  he  would 
have  none  of  it.  Then  four  years  later. 


Anschutz  sold  half  of  his  interest 
in  the  pi-operty  to  Mobil  for  $500       '     "   A  mo'm 
miUion  and  unloaded  another  $500  rolTncr  Al&l 
million  of  rights  from  other  hold-  exec  Joseph 
ings.  Cashing  in  ahead  of  the  fsJacchio  is 
1980s  oil  crash,  he  was  able  to    .      -  j 
pare  down  his  billowing  debt.  Cliargecl  Willi 
"That  was  the  single  smartest  building  Up 
move  Anschutz  has  ever  made,"  Qwest's  fiber- 
says  one  banker.  "If  he  had  held      ,  • 
on,  the  worid  could  have  closed  ^^P"^^  ^V^l-y'" 
in  on  him." 

Despite  his  newfound  wealth,  An- 
schutz still  ran  his  company  as  if  it 
were  on  the  brink.  One  person  who 
worked  closely  with  him  says  Anschutz 
would  personally  inspect  every  piece  of 
company  mail  himself.  "He  doesn't  tiust 
a  lot  of  people,"  says  the  ex-employee. 

What  Anschutz  trusts  most  are  his 
own  instincts.  With  deregulation  pre- 
saging a  big  consoUdation,  he  bet  big  on 
railroads.  Three  yeai's  after  gaining  con- 
trol of  the  tiny  Denver  &  Rio  Grande 
Western  Railroad,  he  acquired  control 
of  the  sprawling  but  troubled  sp  for 
$1.8  billion.  He  put  $90  million  into  the 


deal  and  raised  an  additional  $486  m 
lion  in  equity  and  junk  bonds.  The  re 
was  financed  with  bank  debt. 

Over  the  next  several  years.  A; 
schutz  struggled  to  stem  sp's  huge  o 
erating  losses.  Plagued  by  problem 
it  was  losing  more  than  $40  million 
year.  The  outlook  was  so  dire  that  h 
bankers,  including  Morgan  Stanle 
urged  him  to  break  up  the  line  ar 
sell  it  off  piecemeal.  Anschutz  stu 
bornly  held  on,  propping  up  the  botto 
line  by  selling  $2.2  billion  in  real  e 
tate.  He  used  a  1993  IPO  to  pay  dow 
debt  and  spruce  up  the  line.  "li 
is  the  most  doggedly  d 
termined  person  I  ha^ 
ever  met,"  says  Schult 
"He  sits  there  in  mee 
ing  after  meeting  scril 
bling  microscopic  notes 
himself  with  a  red  fel 
tipped  pen." 

Again,  Anschutz'  pers 
verance  paid  off.  Whe 
the  Burlington  Northei 
and  Santa  Fe  merged 
1995,  he  entered  into  tall 
about  a  sale  to  archriv 
LTnion  Pacific.  Althoug 
his  intent  was  always 
sell,  Anschutz  playt 
round  after  deft  round 
stone-faced  poker.  In  tl 
space  of  less  than  a  yes 
he  broke  off  negotiatioi 
thi'ee  times. 

In  the  end.  Union  P; 
cific  agreed  to  pay  oi 
$5.4    billion.  Anschu 
cleared  $1.4  billion  in  pre 
it,  including  a  5.4%  stal 
in  the  combined  compan 
"He  lays  down  his  stip' 
lations  and  then  won 
budge,"  says  Richard 
Davidson,  Union  Pacific 
CEO.  "He's  a  smart  gv. 
out  to  make  a  buck.  Tl 
amount  he's  ah-eady  mac 
doesn't  matter." 
How  much  is  enough  for  Phil  A: 
schutz?  His  friends  and  business  ass 
ciates  are  betting  he  will  keep  right  c 
tallying  up  his  winnings.  "He  is  coi 
stantly  not  satisfied,"  says  Morgan  Sta 
ley  CEO  John  Mack.  Adds  Robert 
Starzell,  Union  Pacific's  vice-chairma 
"He  will  never  stop  trying."  Wheth' 
it's  paintings,  railroads,  or  fiber-opt 
communications,  Anschutz  seems  to  ei 
joy  the  hunt  for  hidden  assets  as  mu< 
as  the  art  of  turning  them  into  ev< 
more  billions. 

By  Kathleen  Morris  in  Los  Angel 
and  Steven  V.  Brull  in  Denver 
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Comparing  the 
traditionallRA 
to  the  Roth  IRA 
comes  down  to 
one  question: 


''WhichIRA 

puts  more  money 
inmypocketr 

th  a  Roth  IRA,  all  investments  and  earnings  can  be  withdrawn  tax-free  once  yon  retire  -  which  means 
ot  more  money  could  stay  in  your  pocket.  INVESCO  clients  know  about  the  advantages  of  Roth  IRAs, 
ecause  they  depend  on  us  to  help  them  get  the  most  out  of  their  money.  After  all,  for  over  6S  years, 
we've  provided  retirement  services  to  thousands  of  people  and  investment  advisors,  as  well  as  tOKk) 
scpertise  to  leading  companies.  Call  an  INVESCO  award-winning  sei-vice  representative  today,  or  consult 
your  financial  advisor,  to  help  you  choose  the  options  that  might  be  best  for  you  -  so  you  can  earn 

more  money  to  enjoy  in  retirement. 

Call  INVESCO  at  1-800-220-6792,  ext.  129. 


Ask  lis  about  our  INITSCO  ludustrkil  tticonie  I'uiul.  which 
seeks  capital  appreciation  and  current  income  -  //  could  Ik' 
the  right  fund  for  your  Roth  IRA.  We'll  send  v<>ii  n  prospectus 
containing  information  on  management  fees,  hsks  a)id 
expenses.  Please  read  it  carefully  before  you  invest. 


INVKSCC)  Indu.strial  income  Fund 
.Annualized  l^eturns*  Through  9/3<)/'''7 

1  Year 

5  Year 

10  Year 

33.93% 

i7.-n"M 

1  1.67",, 

O  INVESCO  FUNDS 


Your  retirement  partner. 

■  Totcil  return  ussudws  reiiu  cstnient  uf  all  clirideiul.s  eiiul  ccipitcil  }inin  ilistrihiilioiis  InvcslDiciil  rcltirii  tiiul /)niici/iiil  riiluc 
nil!  vaiy  .so  ll?at.  ivhcii  redeemed,  an  investor's  shares  may  he  uHjrll}  more  or  less  ihnii  their  original  cost. 

Please  consult  a  ta.x  adt'isor  for  specific  questions  ahuiit  your  individual  ta.x  circumstances. 
©  INVESCO  1997     INVESCO  Distrihiitors.  Inc..  Distrihiilor  (f,rmerly  INVESCO  Funds  Croup.  Inc..  Distnhutor) 
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from  high  delivery  costs. 
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what's  Your  Priority?  J 


P  you're  sending  outd  lot  of  packages  this  lioliday,  give  your  business  a  holiday  present.  Switch  to  Priority  Mail  and  save  today. 
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POSTAL  SERVICE 


1  -600-THE-USPS  ext.  2003  http://www.usps.gov 

'  'Priority  Maii  average  delivery  of  2-3  days.  Price  comparisons  based  on  Priority  Mail  up  to,2  lbs.  vs.  2-lb. 
published  rates  for  FedEx  aOay'"  from  $7.25  to  $10.25  and  UPS  2nd  Day  Air"  from  $7.25  to  $10.50.  ©1997  U.S.  Postal  Service 
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PETTY  LARCENY  INC. 

Last  year,  19%  of  small  companies  experi- 
enced employee  fraud,  up  2  percentage 
points  from  1995.  The  latest  annual  small- 
biz  study  from  Arthur  Andersen  &  Co.  and 
National  Small  Business  United  says  only  17% 
of  companies  with  fewer  than  20  workers  faced 
pr-oblem.  But  companies  with  20  to  99  employees 
{Hf>%)  got  ripped  off  almost  as  much  as  companies 
of  100  to  500  (.'^9%).  The  average  amount  taken  was 
$9,800,  although  most  companies  lost  less  than 
$5,000.  The  good  news  is,  internal  controls  revealed 
the  problem  in  61%  of  the  cases.  Just  5%  were  clued 
in  by  honest  employees, 
while  12%  found  out  by 
accident  and  9%-  through 
anonymous  tips. 
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AMONG  THOSE 
REPORTING  INCIDENTS 
IN  1996 


DATA  ARTHUR  ANDERSEN 
ENTERPRISE  GROUP/NATIONAL 
SMALL  BUSINESS  UNITED 


"Idmtlimit 
entrepreneurship 
to  awning,  but 
unessential 
ingredient  is  risk" 
-Michael  S.  Egan 
(|K«Bl2) 


More  information  on  this  story 
can  be  found  at  BW  Plus!  at 
www.businessweek.com  or  on 
AOL  at  keyword:  BWEnterprise. 
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Dubbed  SimBillGates  by  the  beta  testers,  Entrepreneur,  a  n( 
Win95  game  from  Stardock  Systems,  is  the  business  equivale 
of  Risk,  the  board  game  of  war  strategy.  Build  a  global  comput 
monopoly  by  crushing  all  but  a  few  rivals 
(for  antitrust  purposes).  Lessons  aplenty: 
Heavy  marketing  can  trump  a  superior 
product.  Prettier  and  less  number-heavy 
than  competitor  game,  Capitalism.  Play  solo 
or  against  others  in  real  time  on  the  Net. 
$49.95;  888  STARDOC,  or  www.stardock.com. 


SAFE  SURFING 
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I  t's  a  little  Catch-22  of  Web  sal 
Some  business  owners  have 
I  cently  found  that  putting  encr 
tion  technology  on  their  sites  actu 
ly  drives  sales  down.  They  susp 
buyers  are  spooked  by  the  intimid 
ing  "security  document"  boxes  t' 
pop  up  in  many  browsers.  Char 
iVIcCormack  of  Web  security  firm  ActiveWeb  Solutions  Inc.  sugge^ 
another  cause:  Old  browsers  can't  handle  encryption,  so  shoppe 
who  ai'en't  using  the  latest  technology  get  an  "erroi-"  message.  A); 
those  surfing  from  work  may  hit  firewalls.  There's  no  quick  fix,  b 
giving  buyers  options  and  explanations  may  help.  Amazon.com  su 
gests  users  who  get  an  error  message  use  its  standard  server 
complete  their  orders  by  telephone.  Consumer  fears  may  fade  as  N 
use  grows.  After  all,  sending  a  credit-cai'd  numbei'  into  cyberspa 
isn't  much  riskier  than  giving  it  to  a  waiter  or  telemarketer. 

DUN  &  B»ADSTREET  ON  SEPTEMBER  BIZ  FAILURES     1996:  4,761    1997:  7,155 
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Is  your  small  business 

getting  lost  in  the  crowd? 


'Certam  eligibility  requireniti:ts  .j-iiI  ■  tfor  $50  monthly  commitment  level,  minimum  ol  $50  tequited  on  days  other  tlian  Fridays,  Customers  who  do  not  meet  the  $50  minimum  will  be  billed  the  difference  to  equal  the  minimum  Maximum  of 
$1000  in  free  local  toll  and  long    ,:  m  calling  on  Fridays  pet  month  For  $4000  monthly  commitment  level,  minimum  of  $2000  required  on  days  other  than  Fridays  Maximum  of  $2000  in  free  local  toll  and  long  distance  calling  on  Fridays  per 
month,  per  customer.  Offer  good  Ici  uii  ic  104  consecutive  Fridays  total  Excludes  SprintFAX®  and  Sprint  Conference  Line®  services  Certain  restrictions  apply  Domestic  calls  and  commercial  use  only  Limited  time  oiler  Not  valid  with  any  other 
offer  Sprint  PCS'-"  calls  are  billed  spps'  it-iv  tSprint  Paeins®  usage  contributes  to  the  monthly  minimum  usage  requirements  Sprint  Paging®  is  not  eligible  for  Fridays  Free  discount  Scpaiate  rates  apply  and  are  subject  to  change 


Let  Sprint  help  your 

business  stand  out. 


Today,  many  small  businesses  rely  on 
Sprint  for  long  distance  and  a  lot  more. 
At  the  Sprint  Business  Solutions  Center,* 
a  small  business  specialist  will  work  with 
you  to  select  the  right  services  to  help  your 
business  grow.  Perhaps  you  want  to  find 
new  ways  to  do  business  overseas.  Or 
maybe  you  need  the  convenience  of  the 
Sprint  FONCARD.'"  We  can  offer  you 
business-boosting  toll-free  service  ;is  well  as 
free  domestic  long  distance  with  Fridays  Free 
until  the  year  2000.^  And  we  can  help  you 
stay  in  touch  with  the  country's  widest 
paging  network.*  So  talk  to  a  Sprint  specialist 
today.  Working  together,  you  can  count  on 
choosing  the  right  services  to  help  your 
small  business  stand  out  from  the  crowd. 
www.sprint.com  1-888-4-SPRINT. 


Sprint 


We  help  your  business  do  more  business 


ENTERPRISE 


Legal  Affairs 


WHAT  TO  DO  BEFORE  YOU  SAY 
YOU'RE  OUnA  HERE' 

A  few  crucial  procedures  can  help  lower  the  legal  risks  in  firing  an  employee 


Sooner  or  later,  it's  bound  to  hap- 
pen. An  employee's  incompetence 
becomes  so  disruptive  to  your 
business  that  you  can't  afford  to 
let  the  situation  continue.  Finally,  in  a  fit 
of  desperation,  you  drop  the  ax.  Firing 
someone  is  never  easy,  particularly  in 
small  workplaces  where  employees  are 
more  like  extended  family.  But  the  bot- 
tom line  question  is  whether  you're 
wearing  the  necessaiy  legal  armor. 

Even  though  neai'ly  all  states 
in  theory  recognize  the  con- 
cept of  "at  will"  employ- 
ment— the  right  to  fii'e  a 
worker  for  any  or  no  rea- 
son— the  reality  is,  there 
are  statutes  and  court  deci- 
sions that  limit  employers'  free- 
dom. Federal  (and  some  state)  laws 
protect  workers  against  discrimina- 
tion based  on  age,  sex,  race,  and  dis- 
ability. Employers  need  to  know  how  to 
protect  themselves  when  forced  to  make 
the  dreaded  decision.  Fired  workers 
may  claim  they  were  sexually  harassed 
or  were  terminated  in  retaliation  for 
complaining  about  workplace  safety  or 
illegal  business  practices.  And  the  comts 
continue  to  plow  new  ground.  The  Cali- 
fornia Supreme  Court,  for  example,  is 
reviewing  a  lower  court  decision  that  a 
worker's  lengthy,  satisfactory  employ- 
ment could  create  an  "implied  contract" 
that  barred  dismissal  without  cause. 

MANAGEMENT  ,  "o^,  "^^en 
  do  fired  work- 
ers sue?  A  survey  this  year  of  more 
than  600  human  resources  profession- 
als conducted  by  the  Society  for  Hu- 
man Resource  Management  found  that 
53%  of  the  responding  companies,  in- 
cluding businesses  of  all  sizes,  had  been 
taken  to  court  by  an  ex-worker  in  the 
past  fiv(^  years.  Overall,  the  survey 
found,  a  third  of  the  suits  alleged 
wrongful  tctTnination  and  about  half  in- 
volved a  disci-imination  charge. 

Small  assets  ;ire  no  protection,  either. 
Theodora  K.  Lee,  a  partner  with  the 
law  fu-m  of  Littler  Mendelson  in  Oak- 
land, Calif.,  recently  defended  a  four- 
employee  insurance  agency  sued  for  sex- 


ual harassment  by  a  worker  who  the 
firm  alleged  was  fii-ed  for  performance 
and  behavior  problems.  "We  prevailed," 
she  says,  "but  not  without  the  ovimer  in- 
curring a  lot  of  legal  fees." 

Still,  employers  shouldn't  feel  intimi- 
dated. The  key  is  to  carefully  follow 
procedures  that  can  make  your  deci- 


sions defensible  as  fair  and  reasonabl 
Before  doing  anything  that  might  1; 
the  groundwork  for  filing,  examine  yo 
dissatisfaction.  "A  filing  decision  has 
be  tied  to  performance  expectations 
stresses  Rhoma  D.  Young,  an  emplo 
ment  consultant  in  Oakland.  "It's  not 
question  of  how  well  you  like  a  persor 
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r  from  emotion,  she  warns,  opens 
lor  to  accusations  of  hidden,  possi- 
3gal,  motives.  If  you've  identified  a 
•mance  problem,  tell  the  worker 
iway  and  give  him  or  her  a  chance 
iprove.  "You  can't  be  covered 
h  in  terms  of  docimientation  and  a 
ti"ail,"  says  Judy  Galbraith,  founder 
23-employee  Free  Spu'it  Press  in 
apolis.  She  credits  her  suit-free 
after  15  yeai's  in  business  to  cleai" 
igs.  If  communication  skills  ai'e  the 
"I'll  show  on  a  particular  memo 
incorrect  or  vague,"  she  says. 
:"kers  who  ai'e  caught  stealing  or 


FEARLESS  FIRING 

lake  the  best  of  a  bad  situation — and 
'  legal  repercussions — lawyers  advise 
following  these  steps: 

,UATE  THE  PROBLEM  Figure  out  if 
'mance  is  really  the  issue.  If  it's  not, 
sk  of  a  successful  suit  is  far  greater. 

FAIR  NOTICE  Don't  add  insult  to 
with  an  immediate  firing,  unless  the 
ion  involves  an  illegal  act  or  threats 
ler  employees'  safety. 

LTE  A  WRITTEN  RECORD  Maintain 
a  log  of  all  problems. 
Devise  Vi^ritten  goals 
and  a  timetable  for 
meeting  them.  Make 
sure  all  memos  are 
signed  for  as 
received  and  filed. 


KEEP  IT  SHORT 

Keep  your  comments 
during  the  actual 
firing  general  and 
respectful.  Give  the 
employee  a  chance  to  vent 
feelings.  Then,  focus  on 
ractical  information,  like  continuing 
ealth  benefits  and  severance  pay. 

OONT  PROCRASTINATE  Once  the 
warning  period  expires,  take  action 
if  the  stated  goals  haven't  been 
reached. 

DO  IT  IN  PERSON  Nothing 
provokes  a  desire  to  sue  like 
a  firing  by  memo  or  E-mail. 


■ndanger  others  may  need  to  be 
3n  the  spot.  But  too  often,  man- 
wait  until  a  crisis  erapts — then 
a  fit  of  rage  or  exasperation.  Hu- 
esources  consultant  Allison  Hop- 
f  Core  Elements  Inc.  in  Saratoga, 
says  she  was  recently  consulted 
a  worker's  on-the-job  drinking. 


"They  wanted  to  fire  her,  but  nobody 
had  talked  to  her  about  it.  I  said,  'you 
have  to  sit  down  with  her  and  let  her 
know  it's  a  problem.' "  Alcohohsm  is 
covered  by  the  Ameiicans  with  Disabil- 
ities Act  (ADA),  which  can  limit  the  em- 
ployer's options. 

Keep  records  of  your  talks,  detailing 
the  problem,  the  plans  for  improvement, 
and  any  deadlines  you  set.  Ask  the 
worker  to  read  and  sign  a  copy.  "I  can't 
tell  you  the  number  of  instances  where 
an  employer  is  fiiTnly  convinced  that  an 
individual's  performance  has  been  sub- 
standard for  months,  yet  notliing  exists 
in  the  personnel  file,"  says  em- 
ployment lawyer  Ulrico  S.  Ros- 
ales  in  the  Palo  Alto  (Cahf.)  office 
of  McCutchen,  Doyle,  Brown  & 
Enersen. 

How  long  should  you  give 
someone  to  improve?  Most  ex- 
perts say  a  month  or  so.  For  be- 
havioral problems,  such  as  unex- 
cused  tardiness,  the  misconduct 
should  stop  immediately.  For 
deeper  difficulties,  such  as  sub- 
stance abuse,  longer  may  be  nec- 
essary and  humane. 

Make  sui'e  you  apply  standards 
equitably  to  everyone,  but  take 
special  care  with  workers  in  a 
"protected  class" — women,  mi- 
norities, employees  over  age  40, 
and  the  disabled.  Washington  em- 
ployment lawyer  Maurice  Baskin, 
recalls  a  client  who  wanted  to  fii"e 
an  African-American  for  justifi- 
able reasons.  He  warned  it  was 
risky  because  the  company  could 
not  prove  it  had  dismissed  all  oth- 
er workers  for  the  same  offenses. 

A  tricky  situation  can  arise  if 
the  worker  claims  poor  perfor- 
mance stems  from  an  AiM-covered 
conflition  such  as  epilepsy  or  even 
drug  addiction.  Lynne  C.  Hemrile, 
a  partner  with  the  San  Francisco 
law  firm  Orrick,  Herrington  & 
Sutcliffe,  says  to  solicit  sugges- 
tions from  the  worker  to  improve 
things.  The  law  only  r-equb'es  you 
to  make  "reasonable  accommoda- 
tions." Clearly,  that's  a  subjective 
term,  but  you  aren't  requu'ed  to 
spend  a  huge  amount  of  money 
(relative  to  the  scope  of  yom-  re- 
sources) or  make  a  major  alter- 
ation to  the  working  environment. 
The  ADA  only  applies  to  compa- 
nies with  at  least  15  employees, 
but  some  states,  including  California, 
have  laws  that  apply  to  smaller  fuTns. 

After  you  have  followed  all  the  citi- 
cial  steps  and  decided  to  proceed  with 
the  filing,  don't  delay.  Otherwise,  the 
worker  may  claim  you  condoned  the 
disputed  conduct  and  that  the  firing 
wasn't  "for  cause."  This  not  only  could 


TINDERBOX 

Don't  wait  until 
a  crisis  erupts 
and  fire  in  a  fit 
of  frustration  or 
rage.  Emotion 
opens  the  door 
to  accusations 
of  hidden,  even 
illegal,  motives 

provide  gTounds  for  a  lawsuit  but  also 
might  qualify  the  employee  for  unem- 
ployment benefits,  which  can  cause  yoiu' 
unemployment  insurance  rates  to  rise. 

When  you  break  the  bad  news,  keep 
it  simple.  Rehashing  the  person's  short- 
comings may  provoke  debate  and  you 
could  say  something  that,  in  comt,  could 
be  construed  as  inconsistent  with  earli- 
er waiTiings.  Supply  all  the  necessaiy  in- 
fomnation  about  continuing  benefits,  such 
as  COBRA  health  insurance,  and  any  sev- 
erance package  you  choose  to  provide. 
And  finally,  treat  the  worker  with  re- 
spect. "You're  already  taking  the  guy's 
job,  don't  take  his  dignity,"  says  human 
resources  consultant.  Randy  Houck  of 
Industrial  Relations  Assistance  Inc.  in 
Tvler,  Tex. 

NO  E-MAIL.  It  may  be  best  to  have 
someone  other  than  the  workei''s  imme- 
diate supervisor  do  the  fhing,  since  bad 
feelings  may  have  developed  between 
the  two.  But  by  all  means,  have  some- 
one tell  the  worker  in  person.  Consul- 
tant Hopkins  has  seen  some  companies 
fire  people  by  E-mail  or  with  a  voice- 
mail  message.  It's  not  just  shoddy  man- 
agement; it  could  give  the  alienated 
worker  added  emotional  incentive  to 
sue.  So  could  being  escorted  out  of  the 
office  by  a  security  guard. 

What  should  other  workers  know 
about  the  filing?  Don't  lie  to  them,  but 
don't  go  into  gory  detail.  Bad-mouthing 
a  fired  worker  could  trigger  a  defama- 
tion suit.  In  general,  when  ousting 
someone,  keep  a  perspective  on  who's 
really  important — those  who  remain. 
By  Susan  Beck  in  San  Francisco 

More  information  on  this  story  can  be  found  at 
BW  Plus!  at  www.businessweek.com  or  on 
America  Online  at  keyword:  BWEnterprise. 
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Marketing 


SHHH,  THEY'RE 
GIVING  IT  AWAY 

What  agencies  offer  for  creative  control  may  surprise  you 

When  Mike  Andrews  needed  ad-  proper  treatment  of  animals.  Which  is 
vertising  for  his  unrepentantly  why  we  use  only  the  finest  sauces."  The 
beef-oriented  restaui'ant  J.  D.  campaign  won  a  prestigious  award  for 
Hoyt's  in  Minneapolis,  he  went  the  agency,  generated  publicity,  and, 
to  one  of  the  top  agencies  in  the  coun-  most  important,  helped  boost  business, 
try,  Fallon  McElligott.  Normally,  the  It's  one  of  the  best  kept  secrets  of 
firm  handles  high-profile,  multimillion  the  advertising  industiy.  For  the  asking, 
dollar  accounts  like  Miller  Lite,  United  some  of  its  best  minds  will  donate  cre- 
Aii-hnes,  Timex  watches,  and  ADVERTISING  ^ti^^  seivices — copy  writing, 
Coca-Cola.  On  the  surface,    art  direction,  and  design 


there's  no  reason  it  would  look  twice 
at  such  a  low-budget  client.  But  Min- 
neapolis-based Fallon  McElligott  not 
only  accepted  J.  D.  Hoyt's  business,  it 
gave  the  steak  house  .$20,000  or  so  in 
creative  services . . .  for  free.  Why? 

Restaurateur  Andrews  offered  the 
agency  something  better  than  money: 
creative  freedom.  "He  said,  'Push  the 
envelope,  go  wild,' "  recalled  Robert  S. 
Banie,  the  campaign's  art  director.  And 
that's  what  he  did.  producing  an  irrev- 
erent, vegetarian-basiling  campaign  on  a 
series  of  posters  and  billboards  with 
such  headlines  as:  "We  believe  in  the 


?flL\  NO  WHISTLES 
In .      :  ; :  l  iny  lioot  iiV  Ridge  toy 
store,  .  i  ^.vM's  Brent  Ladd  saw 
a  chance  i  >  test  his  ideas.  The  ad 
agency  footeii  [i!--'  bill,  won  awards, 
and  jacked  up  il  ip  store's  sales 


to  clients  who  let  them  work  without 
the  usual  irritating  constraints  of  tight 
deadlines,  censorious  executives,  and 
endless  committee  approvals.  Not  inci- 
dentally, the  agencies  view  these  ads 
as  a  way  to  win  prestige-enhancing  in- 
dustry awards.  Maiy  Warlick,  executive 
director  of  The  One  Club  for  Ait  and 
Copy  in  New  York  City,  which  hosts 
the  high-status  The  One  Show  awards, 
says  small  clients  are  particularly  de- 
sirable because  the  creative  team  gets 
ready  access  to  top  decision  makers.  "If 
you  have  to  go  through  layers,  there 
are  too  many  opportunities  to  kiU  ideas." 

Agency  largesse  is  most 
often  directed  to  nonprofits 
and  government  agencies, 
but  private-sector  recipients 
range  ft-oni  dinner  theaters 
to  car  dealers  to  law  films. 
For  example,  Stephen  R. 
Bergerson,  a  partner  spe- 
cializing in  advertising  law 
at  Fredrikson  &  Byron  pa 
in  Minneapolis  (and  a  for- 
mer ad  executive  himself), 
got  free  help  to  produce  a 
no-holds-barred  ad  cam- 
paign touting  his  services 
in  the  advertising  trade 
press.  One  ad  read:  "If  you 
think  it's  too  much  ti-ouble 
showing  your  ads  to  a 
lawyer,  try  showing  them  to  a  judge." 
The  calls  flooded  in.  "I  went  from  abject 
failure  to  huge  success,"  crows  Berger- 
son, who  now  has  over  400  clients. 

Bergerson  was  fortunate  to  have  con- 
nections in  the  ad  business.  But  many 
more  businesses  could  get  help — if  only 
they  knew  how  to  ask.  "We'd  go  criizy  if 
someone  came  up  and  said,  'I  need  ad- 
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vertising  and  we'll  let  ynu  do  \\ 


you  want,'"  said  Tom  Amico,  a  senio 
vice-president  at  Wells  bddp  in  Ne^ 
York.  "That's  what  we  would  call 
dream  client."  Amico's  sentiments  ar 
shared  at  agencies  of  all  sizes,  partiei 
larly  those  with  a  creative  bent,  whic 
donate  services  usually  for  print  medi; 
sometimes  for  radio,  and  rarely,  TV.  . 
look  at  one  award  show  turns  up  ad 
produced  at  httle  or  no  cost  in  Chai 
lotte,  N.C.,  for  The  Cigar  Bar 
Aithiu''s  ("Telling  intolei'ant  little  peopl 
to  go  to  hell  doesn't  necessarily  requii  ^d-iA 
words");  in  Chicago  for  Oscar  Isberia 
Rugs  ("Allah  is  in  the  details");  in  S 
Louis  for  Hunan  Garden  ("Which  woul 
you  rather  have  at  our  restaiu'ant,  goo 
English  or  gootl  Chinese?"). 

As  pail  of  the  deal,  the  business^ 
usually  buy  the  ad  space  or  time  an] 
cover  other  associated  costs,  such 
printing.  But  in  some  cases,  small  cas' 
strapped  businesses  pay  nothing  at  al 

There  are  some  caveats.  For  one 
control  freaks  need  not  apply,  since  cn 
ative  freedom  is  key  to  the  whol 
process.  And  unfettered  creative  dire( 
tors  may  well  produce  ads  that  are  coi 
troversial  or  flirt  with  bad  taste.  Th 
.J.  D.  Hoyt  campaign,  for  instanc( 
sparked  picketing  by  People  for  th 
Ethical  Tr'eatment  of  Animals.  (Ths 
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MARY  HAD 
A  LITTLE  LAMB 

FRANK  ORDERED 
T«E  PORTERHOUSE. 


st  fine  with  Andrews:  It  rein- 
his  slogan  of  "a  restaurant  for 
res.")  Also,  if  you're  in  a  msh,  be 

Paying  clients  usually  come  ftrst. 

do  you  hook  up  with  an  agency? 
r,  it's  copy  writers  and  art  dii"ec- 
creatives"  in  industry  parlance — 
ek  out  businesses  to  fit  their  con- 

For  example,  Brent  Ladd,  a 
s  director  at  Austin-based  gsd&m, 
clients  include  Pennzoil,  Wal-Mart 
and  Southwest  Aii'lines,  happened 

at  tiny  Rootin'  Ridge,  where  hus- 
ul-wife  ownere  Paul  and  Georgean 
ell  handmade  wooden  toys.  "We 
;h  a  small  business  that  any  kind 
rogram  is  beyond  oiu'  i-each,"  said 
an  Kyle,  "but  Brent  said  he  had 
leas."  Ladd  designed  posters  em- 


VEGGIE-BASHERS 

Restaurateur 
Andrews  (right) 
said  to  Falion 
McElligott's 
Barrie,  "Push  the 
envelope,  go 
wild."  In  return, 
he  got  $20,000 
worth  of  free 
creative  juices 


phasizing  the  toys'  noncommercial  sim- 
plicity and  footed  the  entire  bill.  The  ads, 
placed  in  the  store's  windows,  have  won 
piizes  and  revved  up  sales. 

If  you  go  prospecting  for  an  agency 
yourself,  make  your  case  to  the  cre- 
atives — not  the  "suits"  on  the  account 
side.  "The  creatives  are  the  softies  who 
will  accept  your  project — but  for  totally 
selfish  reasons,"  advises  Kelly  Marshall, 
assistant  ci'eative  director  at  Rick  John- 
son &  Co.  in  Albuquercjue. 

Lack  an  ad  agency  contact?  Seek  out 
local  clubs  for  agency  types.  And  do  a 
little  research,  too.  To  find  out  which 
agencies  take  on  smaller  chents,  check 
the  catalogs  published  by  organizations 
that  sponsor  the  major  ad  awards,  such 
as  The  One  Show,  the  Addy's,  or  the 


Andy's.  These  books,  avail- 
able in  some  library  refer- 
ence sections,  list  agency -  win- 
ners and  their  clients.  Or 
check  out  award-winners  in 
trade  magazines  such  as  Com- 
munication  Arts. 

Then,  again,  you  might  woo 
an  agency  with  your  own  clas- 
sified ad  in  the  trade  press, 
touting  "best  client  in  the 
world,  no  budget,  complete  fi'ee- 
dom,"  says  one  creative  dii'ector, 
Caroline  McGeorge.  Or  call  one 
of  the  agency's  creative  direc- 
tors who  can  direct  you  to  a  cre- 
ative team  hungi'y  to  do  innova- 
tive work.  In  all  cases,  stress 
your  openness  and  flexibility  and 
explain  that  no  one  stands  be- 
tween you  and  the  final  decision. 
"HAVING  FUNGHI?"  If  you  state  your 
company's  marketing  goals  clearly,  cre- 
atives will  often  accommodate  your  ob- 
jectives. They  did  with  Rudy  F. 
Karkosak,  owner  of  tiny  Rudy's  Exotic 
Mushrooms  in  Richmond,  Va.,  which 
projects  $30,000  in  sales  this  yeai-.  Wlien 
McGeorge,  then  at  O'Keefe  Marketing 
(now  CadmusCom),  proposed  '(JOs-esque 
bumper  stickers  i-eading  "Shiitake  Hap- 
pens," Kai-kosak  balked.  "They  were 
trying  to  really  hype  up  the  psychedel- 
ic end,  but  I  wanted  this  to  be  a  classy, 
upscale  business,"  he  says.  Their  com- 
promise for  posters,  bumper-stickers, 
T-shirts,  and  postcards:  "Are  You  Hav- 
ing Fungi  Yet?"  Karkosak  also  got  a 
logo,  other  marketing  materials,  and  ad- 
vice—worth about  $40,000.  And  he  got 
the  desii-ed  "buzz"  in  Richmond.  His 
T-shirts  are  visible  all  over  town.  Now, 
he  says,  "everyone  knows  who  I  am." 

Catchy  free  ads  could  help  your  busi- 
ness, too.  Your  enterprise  might  not  be 
as  exotic  as  mushrooms,  or  as  juicy  as  a 
steak  house  with  an  attitude,  but  there's 
no  telling  what  will  inspire  the  agency 
muses  given  the  chance.  Creative  free- 
dom is  a  small  price  to  pay. 

By  Roy  Fuvchgott  in  BaUimore 

More  information  on  this  story  can  be  found  at 
BW  Plus!  at  www.businessweek.com  or  on 
America  Online  at  keyword;  BWEnterprise. 


YOU'RE  NOT  IN  A  RUSH  Free  projects 
are  squeezed  in  between  paying  clients 
and  demanding  deadlines. 

YOU  CAN  APPROVE  THE  AD  QUICKLY 
AND  SIMPLY  When  working  for  free, 
agencies  don't  want  to  deal  with  the 
layers  and  committees  clients  usually 
subject  them  to. 

YOU'RE  OPEN-MINDED  In  return  for 
their  services,  ad  agencies  demand 


creative  freedom.  The  resulting  ads  can 
be  irreverent,  even  startling. 

YOU  ARENT  BROKE  While  agencies 
will  give  you  many  services  free,  there 
may  be  some  expenses,  such  as  printing 
or  buying  ad  space. 

YOUR  GOALS  ARE  CLEAR  You  have  a 
well-conceived  marketing  plan,  can  express 
your  ideas  concisely,  and  can  articulate  the 
image  you  want  the  ads  to  project. 


0  GETS  HELP? 

tie  the  appeal  of  getting 
reative  work  for  free, 
ot for  everyone.  You'll 
',ppier  with  the  out- 
' — and  more  attractive 
'  agencies — if  you  fit 
profile. 
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vVe  help  your  business  do  more  business 


'  For  $!)0  moiii'iiy  f.i.fninitment  level,  mmimiim  of  $50  required  on  rlays  other  than  Fridays  Customers  wtio  do  not  meet  the  $50  minimum  will  be  billed  the  difference  to  equal  the  minimum  Maximum  of  $1000  in  free  local 
toll  and  long  dislinie  calling  on  Fridays  per  month  For  $4000  monthly  commitment  level,  minimum  of  $2000  required  on  days  other  than  Fridays  Maiimum  of  $2000  in  free  local  toll  and  long  distance  calling  on  Fridays  per 
month,  per  customer  Offer  good  for  up  to  104  consecutive  Fridays  total  Excludes  SprintFAX®  and  Sprint  Conference  Line®  services  Certain  restrictions  apply  Domestic  calls  and  commercial  use  only  Limited  time  offer  Not 
Viilid  with  any  otiiei  oiler  Sprint  PCS'"  calls  are  billed  separately,  tlocal  toll  service  from  Sprint  may  require  dialing  an  access  code  in  certain  areas  tCalls  made  from  pay  phones  may  be  charged  a  $0  30  connection  fee 
due  to  pay  phone  charges  imposed  on  long  distance  carriers  by  the  FCC  t  JThe  availability  of  this  promotion  on  wireless  long  distance  may  vary  by  provider  and/or  market  Sprint  PCS  "  calls  are  billed  separately 


Thanks  to  Fridays  Free, 

business  is  blooming. 


Fridays  Free*  from  Sprint,  is  a  proven  productivity 
tool  for  small  business.  Your  domestic  long  distance  calls 
are  free  on  Fridays  until  the  year  2000.  And  now,  local  toll 
calls^  are  free,  too.  \X^ich  means  52  days  a  year  you  can  send 
free  long  distance  faxes,  make  free  calling  card  calls,*  enjoy 
free  inbound  toll-free  service,  even  get  free  wireless  long 
distance!'  Plus,  you'll  receive  Sprint's  low,  flat  per-minute  rate 
the  rest  of  the  week.  So  you'll  be  saving  more  and  watching 
your  business  grow,  www.sprint.com  1*888*4*SPRINT. 


ENTERPRISE 

Roundtable  , 

THIS  IS  A  LOT  MORE  FUN 
THAN  LAS  VEGAS' 

Michael  Egan,  angel  extraordinaire,  on  how  he  picks  his  bets-and  what  he  wants  back 
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ichael  S.  Egan,  the  57-year-old 
chairman  of  Alamo  Rent-a-Car 
Inc.,  is  a  consummate  entrepre- 
neur. His  turnaround  of  ailing  Alamo 
ranks  high  among  his  business  tri- 
umphs, and  earlier  this  year  he  sold 
11^  y  £  g  y  11^  Q     the  company  for  $625 

  million  to  H.  Wayne 

Haizenga's  Republic  Industries  Inc. 
(Egan  converted  the  91^%  Alamo  stake 
controlled  by  his  family  into  $527  mil- 
lion of  Republic  stock.)  He  also  fou7ided 
a  package-tour  business  in  1980,  and 
folded  in  an  unprofitable  sideline  busi- 
7iess  from  Delta  Air  Lines  to  create 
Certified  Vacatioris,  with  revemies  of 
more  than  $100  million. 

While  remaining  active  in  Alamo 
and  Certified,  Egan  pursues  another 
passion:  angel  investing.  He  recently 
made  headlines  investing  $20  million 
in  Internet  startup  WebGenesis  Inc., 
founded  in  1995  by  Stephan  Patemot 
and  Todd  Krizelman,  then  students  at 
Cornell  University,  Egan  's  alma  mater. 
Based  in  New  Yorks  Silicon  Alley,  Web- 
Genesis  operates  The  Globe,  an  online 
community  with  7-50,000  members. 

But  long  before  that,  in  1993,  Egan 
took  a  chance  on  another  promising 
young  duo,  Tom  First  and  Tom  Scott, 
who  were  selling  their  Nantucket  Nec- 
tars juice  off  the  back  of  a  boat.  His 
$500,000  investment  and  mentoring 
helped  turn  Nantucket  Allserve  Inc. 
into  a  $60  million  company.  Egan 
talked  with  staff  editor  Edith  Hill  Up- 
dike about  investing,  company  build- 
ing, and  the  role  of  the  angel  investor. 

Q:  How  did  you  hook  up  with  the  two 
owners  of  Nantucket  Nectars,  and  what 
led  you  to  invest  iyi  their  business? 
A:  They  showed  up  out  of  the  clear 
blue.  1  guess  they  were  cleaning  my 
boat.  Their  story  was  so  charming  that 
on  that  alone  I  was  hooked.  I  never 
thought  tliat  juice  in  a  bottle  was  where 
the  action  v  as.  Rut  then  the  two  boys 
showed  this  almost  Michelangelo-like 
creativity  in  designing  these  juices. 

Q:  It  strikes  me  that  you're  someone 


who  invests  very  much  in  people. 
A:  I  suppose  that's  ti-ue.  I  don't  want  it 
to  sound  as  if  somebody  could  walk  in 
the  office  with  a  box  of  crushed  gi'a- 
ham  crackers  and  get  me  interested  in 
the  business  because  they  have  a  good 
personality.  In  both  cases  I  was  at- 
tracted to  the  youth,  vigor,  foresight, 
inspiration,  work  ethic,  and  already 


not]  » 


proven  success.  They  started  with 
ing  and  had  spent  a  couple  of  yeai 
building  the  business. 


Q:  Nantucket  Nectars  made  a  lot 
mistakes,  even  after  your  involvemen 
Weroi't  you  concerned? 
A:  When  you  are  23  years  old,  if  yc 
get  into  any  competitive  husines, 
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got  to  go  through  the  learning 
You  make  a  few  mistakes  and 
ke  a  few  genius  moves.  In  the 
Tom  and  Tom,  I  have  never  in 
s  been  associated  with  two  peo- 
3  learned  faster  or  more  thor- 

They  were  extremely  disci- 
in  getting  something  turned 

And  nothing  is  more  false  than 
g  a  boss  can  snap  his  fingers 
ngs  change. 

you  get  a  lot  of  pitches  from 
hunting  entrepreneurs? 
ortunities  come  on  my  desk  at 
3  of  no  less  than  three  a  week. 
[Huizenga]  probably  sees  three  a 
metimes  the  investment  might 
•active,  but  you've  got  other 
;o  do.  Investments  in  entrepre- 

companies  don't  only  require 
they  require  time.  First  there's 
itoring,  then  there's  the  hands-on 

a  board  member,  and  most  of 
"e's  the  thinking  time.  To  make 


any  business  a  success,  you've  really 
got  to  be  able  to  step  back  and  think. 

I  have  made  very  few  investments 
in  my  life.  After  I  made  one  investment 
as  a  minority  shareholder  that  didn't 
work  out,  I  would  only  invest  in  a  start- 
up if  I  could  be  the  majority  sharehold- 
er. In  another  tranche  of  my  investing,  I 
can  rely  on  funds  or  stocks  that  are 
traded  on  the  markets  to  be  a  good, 
safe,  and  profitable  investment. 

But  if  you  don't  control  the  manage- 
ment, you're  subject  to  the  business 
skills  of  the  other  principal  investors. 
Often,  they  become  veiy  emotional.  Not 
to  say  emotion  is  only  for  others — if 


job  of  recruiting  and  directing  a  group 
of  extremely  bright  and  motivated 
young  people,  and  New  York  particu- 
larly attracts  people  who  want  to  strike 
out  on  their  own,  want  to  do  some- 
thing different. 

Q:  Do  you  see  yourself  as  mentor  to 
The  Globe  and  at  the  same  time  a 
mentee  of  Wayne  Huizenga? 
A:  Yes,  mentee  is  a  good  word.  I  never 
thought  I'd  be  a  mentee  again.  My  best 
years  were  always  when  I  had  a  men- 
tor who  believed  in  me.  Steve 
[Berrard,  co-CEO  of  Republic]  and 
Wayne  have  been  so  skillful  at  some 


NOBODY'S  PERFECT:  If  you  get  into 
any  competitive  business,  youVe 
got  to  go  through  the  learning  curve. 
You  make  a  few  mistakes  and  you 
make  a  fev^  genius  moves" 


you  aren't  passionate,  you  aren't  going 
to  go  anywhere  in  business.  But  that 
mirror  has  two  faces.  A  lot  of  people's 
lives  ai-e  involved,  yet  at  the  same  time, 
it's  a  business.  You  have  to  make  busi- 
nesslike decisions. 

Q:  Are  you  looking  to  make  other  start- 
up investments? 

A:  No,  no.  Please,  I've  got  enough  peo- 
ple knocking  at  my  door.  I  have  left  all 
of  my  [Alamo  stake]  with  Republic,  and 
applied  a  small  pool  of  my  resources  to 
this  new  ventui-e.  The  Globe.  There  are 
a  couple  more  investments  that  I  am 
looking  at,  either  closely  associated  with 
the  travel  or  the  Globe  business,  that 
would  be  folded  into  one  or  the  other 
and  enhance  them. 

Q:  What  do  you  think  of  the  rivalry  be- 
tween Silicon  Valley  artid  Silicon  Alley? 
A:  Comparing  Silicon  Alley  and  Silicon 
Valley  is  hke  comparing  Ft.  Lauderdale 
and  the  Green  Bay  Packers.  Most  of 
the  things  that  have  happened,  have 
happened  in  Silicon  Valley.  But  it's  veiy 
much  the  technical  side. 

Q:  You  were  somewhat  famous  duriyig 
the  Alamo  days  for  an  unconventional 
attitude  toward  hiring  executives.  Will 
that  be  true  at  The  Globe,  too? 
A:  With  Alamo,  as  with  hfe,  necessity 
was  the  mother  of  invention.  When 
you're  a  small  entrepreneurial  company 
against  big  giants  who  have  entrenched 
market  share,  you  have  to  be  uncon- 
ventional. My  first  impression  is  Todd 
and  Stephen  have  done  a  marvelous 


things  that  I  never  learned  to  do:  con- 
solidate businesses,  handle  public  fi- 
nancing. It's  like  getting  a  master's  de- 
gree, working  with  them. 

Q:  What's  the  esseyice  of  an  entre- 
preneur? 

A:  I  think  entrepreneurship  is  to  seize 
an  opportunity  and  drive  it  and  build  it. 
You  can  do  that  in  a  big  company  like 
General  Motors,  and  in  a  small  company 
like  Montase  Candy  Store.  I  don't  limit 
entrepreneurship  to  owning.  But  I  do 
think  an  essential  ingi-edient  is  risk.  It's 
easy  to  understand  risk  in  terms  of 
money.  But  there  are  other  types  of 
risk,  and  the  reward  isn't  always  money. 

Q:  Do  you  have  a  goal  for  return  on 
your  WebGenesis  investment? 
A:  I  would  like  a  big  return.  I  can't  de- 
fine that.  This  is  a  lot  more  fun  than 
Las  Vegas,  and  I  really  think  Vegas  is  a 
hoot.  But  I  prefer  this  type  of  risk  be- 
cause I  can  have  a  great  deal  of  influ- 
ence over  the  outcome. 

Q:  Do  you  also  have  that  sense  of  per- 
sonal risk  ivith  WebGenesis? 
A:  My  opportunities  to  do  something  in 
business  that  amounts  to  a  hill  of  beans 
are  getting  more  and  more  limited.  So 
in  a  sense,  this  might  be  looked  at  as 
my  last  or  maybe  my  second  or  third 
last  hun'ah.  There's  also  an  element  of 
personal  pride.  I  didn't  do  this  thinking 
I  don't  care  if  I  fail.  I  don't  want  to 
fail.  But  I  didn't  exactly  pick  a  downhill 
slide  for  this  effort.  This  is  going  to  be  a 
real  mountain  climb. 
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People 


THE  LOST  WORLD'S 
FOUND  RICHES 

When  it  comes  to  dinosaurs,  'Dino  Don'  Lessem  is  the  man 


Like  legions  of  five-year-olds  before 
him,  Don  Lessem  was  captivated  by 
the  fii'st  dinosaiu"  he  encountered — 
the  terrifying  T.  Rex  at  New  York's 
American  Museum  of  Natural  History. 
But  unlike  other  awestruck  kids,  Lessem 

NTREPRENEURS    turned  his  sin- 

  gular  saurian 

passion  into  a  thiiving  business.  At  age 
45,  he  now  reigns  as  "Dino  Don" — mag- 
azine columnist,  author,  consultant  to 
movie  companies,  and  producer  of 
megabucks  museum  exhibits.  And  his 
customer  base,  he  happily  predicts,  will 
never  become  extinct.  "A  new  generation 
of  kids  who  are  in  love  with  dinosaur's 
emerges  eveiy  thi-ee  years,"  he  says. 

A  master  of  synergy,  Lessem  exploits 
his  own  reptile  rapture  through  a 


widening  web  of  media  and  marketing 
ventures.  He  figures  Dinosaur  Produc- 
tions Inc.  will  gi'oss  about  $1  million  in 
1997,  and  revenues  could  double  in  1998. 
At  the  core  of  his  business  is  his  Dino 
Don  "Dinosaur  Days"  column  in  High- 
lights For  Children,  a  monthly  magazine 
with  nearly  3  million  in  circulation. 

He  has  also  written  more  than  a 
dozen  books  of  fiction  and  pop  science, 
naiTated  a  popular  dinosaur  cd-rom  for 
Microsoft  Coip.,  and  produced  and  host- 
ed several  documentaries.  The  latest, 
about  the  discovery  in  Ai'gentina  of  the 
meat-eating  Giganotosaiuns,  is  slated  to 
au'  on  the  Discovery  Channel  in  January. 

That's  just  for  starters.  Steven  Spiel- 
berg used  Lessem  as  a  consultant  on 
Jurassic  Park,  and  that  led  to  Lessem's 


two  Jurassic  Par-k  museum  shows,  n? 
spinning  off  products  large  and  sm> 
His  latest  traveling  exhibit,  ''Juras^i^' 
Park/The  Lost  World:  The  Life  &  De;|! 
of  Dinosaurs,"  opened  in  New  York  It 
May  to  coincide  with  the  second  Jur  ■  i 
sic  Park  film  release  and  will  mover  its 
at  least  five  more  cities.  It  features  f 
life-size  I'ecreations  of  the  behemotifv'--* 
film  clips,  and  props.  Now,  he's  marW* 
ing  similar  dinosaur  models  to  otlr 
museums.  Lessem  sold  the  Academyife  ,w 
Natur-al  Sciences  of  Philadelphia  a  Waii, 
constructed  skeleton  of  GiganotosaaiSf  Hslio' 
for  $150,000,  and  a  Japanese  musescJiido 
paid  $120,000  for  a  east.  The  companjt  W! 
test-mar'keting  smaller  fossil  casts — si*  iio: 
as  a  T.  Rex  tooth  and  raptor  clawna  idili 
museum  gift  shops  for  $8  to  $50.     ■,•  jstly 
"DEFINING  MOMENT."  That's  quite  an  «  jkl 
tr-epreneurial  resume  for  someone  vftsM 
struggled  as  fr-eelance  writer  jusf  alki 
decade  ago.  After  getting  his  ba  in  (i^^  .estoi 
ental  art  history  at  Brandeis  Universjg: mii 
the  color-blind  Lessem  figured  he  dicV^orifr 
have  much  future  in  art.  So  he  eame*  d  w 
masters  in  biobehavioral  studies  at  §  He 
University  of  Massachusetts,  publisll  • 
several  books,  including  the  humonli  Uj 
Life  Is  No  Yuk  for  the  Yak,  startefijinjig 
and  then  folded — his  own  publishise  \ 
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THE  EVOLUTION  OF  DINO  DO! 


1956  Falls  madly  in  love  with  T.  Rex  at  AmerLs  njj 

ican  Museum  of  Natural  History. 

1973  Graduates  Brandeis  University  with 
degree  in  art  history;  1978,  masters  in  anima' 
behavior  from  U  Mass-Boston. 

1988  Rekindles  dino  passion  while  writing 
article  on  paleontology. 


1991  Founds  nonprofit  Dinosaur  Society; 
launches  kids'  paper,  Dino  Times. 

1992  Consults  on  Jurassic  Park;  writes  first  c 

14  dmo  books. 
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1993  Co-creates  "Dinosaurs  of  Jurassic  Park 
exhibit. 

1995  Begins  column  in  Higtilights  For  Chil- 
dren Magazine. 

1996  Forms  Dinosaur  Exhibitions  LLC  to  cre^ 
ate  "Jurassic  ParklThe  Lost  World:  The  Life  & 
Death  of  Dinosaurs"  exhibit.  His  company, 
Dinosaur  Productions,  gets  exclusive  license  t' 
cast  skeleton  of  Giganotosaurus,  a  dinosaur 
discovered  in  Argentina.  Product  line  expands 

1997  The  Lost  World  opens  in  New  York. 
Company  projects  revenues  at  $1  million. 
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wrote  magazine  and  newspa- 
es,  primaiily  on  scientific  topics, 
in  1988,  his  boyhood  passion 
idled  while  wi-iting  about  pale- 
for  the  Boston  Globe  maga- 
!  "defining  moment"  came,  he 
he  stood  atop  Landshde  Butte 
na,  looking  down  on  the  exca- 
thousands  of  dinosaur  bones. 
lobe  article  inspu"ed  Lessem  to 
)k  on  dinosaui"s.  In  the  process, 
aost  of  the  world's  top  paleon- 
— as  well  as  best-selling  author 
^richton  of  Jurassic  fame,  who 
ankroll  the  nonprofit  Dinosaur 
founded  by  Lessem  in  1991. 
is,  well,  prehistory.  The  fh'st 
show  opened  on  June  3,  1993, 
t  close  until  September,  1997,  in 
yo,  grossing  about  $8  million 
lillion  visitors,  plus  retail  sales, 
d  design  fees,  Lessem  didn't 
ectly  ft-om  that  show.  This  time, 
I  better  deal.  To  finance  "The 
orld"  exhibit,  his  company 
L  limited  partnership  with  pri- 
estors,  which  splits  the  gi-oss 
museums.  (Universal  Studios 
one-fifth  of  the  Lessem  group's 
d  will  give  it  to  dinosaur  re- 
rhe  gross  just  from  ticket  sales 
New  York  show  was  about 
,  In  other  cities,  Lessem  vdll 
im  gift  shop  sales,  too. 
3  his  beloved  behemoths, 
company  is  small.  Incorporated 
he  has  two  workers  handling 
,  publications,  and  retail  sales, 
5  outside  contractors — paleon- 
,  casting  experts,  fabricators, 
its — as  needed.  He  only  recent- 
his  office  out  of  the  attic  of  the 
1  Boston  home  he  shares  with 
and  two  teenage  daughters. 
»T.  Lessem  sees  his  mission  as 
nal,  but  also  beheves  learning 
3  fun.  "He  sometimes  gets  ham- 
)y  the  Establishment,"  says 
is  Editor  Kent  L.  Brovra  Jr., 
,hink  the  reason  is  that  he  is 
uffy  as  the  scientific  community 
3  ought  to  be."  Indeed,  Lessem 
es  sounds  hke  a  kid.  "I  love  di- 
"  he  says,  "because  they  were 
:1  and  mysterious — some  big, 
lall,  some  vicious,  some  gentle, 
e  so  strange-looking." 
3  wish  fist  of  future  projects  is 
ated  film  starring  a  Troodon, 
essem  beheves  was  the  species' 
t.  No,  "it  doesn't  talk  and  it 
sing,"  he  says,  alluding  to  the 
0  he  doesn't  love — Barney, 
rie  two  may  have  more  in  com- 
n  he  thinks.  If  they  met,  they 
ew  over  multimedia  deals  and 
extensions,  shaiing  the  joys  of  a 
r  base  with  a  three-year  chmTi. 
By  Gregory  Sandler  in  Boston 
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Buyer's  Guide 


THE  DIGITAL  COPIER 
COMES  OF  AGE 

For  a  little  more  money,  far  more  clarity  and  convenience 


If  office  equipment  had  a  Hall  of  Dino- 
saur's, it  would  house  such  items  as 
the  ink  blotter,  adding  machine,  and 
themial  fax.  Om-  next  likely  nominee 
for  induction — the  photocopier.  Its  days 
are  niunbered  because  a  new  and  better 
breed  is  emerging — the  digital  copier — at 
prices  that  small  businesses  can  affoi'd. 

Digital  copiers  rely  on  a  mix  of  scan- 
ning and  printing  technologies  to  du- 


that  she  mails  to  prospective  buyers. 

Sure,  digital  copiers  aren't  cheap — 
prices  start  at  around  $5,000,  compai-ed 
with  $4,200  for  the  old-style  machines — 
but  they're  more  versatile.  For  example, 
you  can  copy  two  sides  of  a  document 
(like  a  check)  onto  one  page  without 
refeeding  the  copied  sheet  thi'ough  the 
machine,  something  most  analog  copiers 
can't  do.  Want  to  reduce  or  enlarge  the 


plicate  originals,  instead  of 
the  lens-and-miiTor  "picture 
taking"  process.  The  result:  better  copy 
quality.  "The  image  quahty  is  excellent, 
especially  for  anything  that's  not  just 
plain  text,"  says  Andy  Slawetsky  at  In- 
dusti-y  Analysts  Inc.,  an  office  products 
consulting  fimi  in  Rochester,  N.  Y.  With 
photos,  the  difference  is  "like  night  and 
day,"  says  Carolyn  Gunton-Lewis,  own- 
er of  Century  21  Lake  Region  Realty. 
Each  month,  her  five-person  office  in 
Elysian,  Minn.,  uses  her  digital  copier  to 
produce  1,500  six-page  brochures  filled 
with  pictures  of  available  properties 
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size?  Most  digital  copiers 
can  produce  crisp  copies 
ranging  fi-om  25%  to  400%  of  the  oiiginal 
size,  vs.  the  ty})ical  50%  to  200%-  range 
for  analog  machines. 

What's  more,  many  cUgital  copiers  can 
sei-ve  as  printers.  That's  great  for  pro- 
ductivity, lastead  of  making  serial  trips  to 
the  piinter,  the  copier,  and  then  the  sta- 
pler, you  can  produce  20  stapled  copies  of 
an  eight-page,  two-sided  document  with- 
out ever  leaving  your  desk — except  to 
pick  up  the  finished  job.  Then  there's  the 
efficiency  of  the  fax  option,  which  runs 
about  $1,000  extra.  Digital  copiers  can 


We  help  your  business  do  more  business 


'for  a  $V'  ■■  1  ■  ihlv  commitment  or  greater  Atlinity  discount  cannot  be  applied  to  international  calls  Not  combmable  witti  ottiei  international  programs  or  Fridays  Free  Calls  to  countries  not  in  Ihis  program  will  be 
tii'ifid  at  ■ .:  !■  j'lj  I  ariff  rate  SDS  and  ITFS  to  select  countries.  Some  restrictions  may  apply. 


Now  that  the  world  is  flat, 

we're  booking  more  trips 
around  the  glODe!' 

With  the  new  Sprint  International  Business  Calling  Plan,* 

you'll  get  competitive,  low  flat  rates  to  the  countries  small 
businesses  call  the  most— 24  hours  a  day,  seven  days  a  week. 
Now,  the  world  really  is  flat.  And  calling  from  here... all  the  way 
to  there  .  couldn  t  be  simpler  www.sprint.com  1*888*4*SPRINT. 
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Now  that  more  customers  are  calling 

we're  reeling  in  more  business. 

Once  you  receive  Sprint  Toll-Free^"  Service,  you'll  be  catching  more 
customers  than  ever.  Wliat's  more,  there's  never  been  a  better 
time  to  get  toll-free.  Because  when  you  also  have  Fridays  Freet 
Sprint  will  pick  up  the  bill  for  your  domestic  toll-free  service  ever)^ 
Friday  until  the  year  2000.  So  call  today  for  Sprint  Toll-Free''' 
Service.  Because  there's  nothing  quite  like  the  sound  of  your 
phone  ringing  off  the  hook,  www.sprint.com  1*888*4*SPRINT. 
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We  help  your  business  do  more  business 


For  $50  monthly  commilment  level.  minimLm  of  $50  required  on  days  other  than  Fridays.  Customers  who  do  not  meet  the  $50  mmimum  will  he  billed  the  diflerence  to  equal  the  minimum 
Maximum  ol  $1000  in  free  local  toll  and  long  distance  calling  on  Fridays  per  month  For  $4000  monthly  commitment  level,  minimum  of  $2000  required  on  days  other  than  Fridays  Maiimum 
of  $2000  in  free  local  toll  and  long  distance  calling  on  Fridays  per  month,  per  customer  Offer  good  for  up  to  104  consecutive  Fridays  total  Excludes  SprintFAX®  and  Sprint  Conference  Line* 
services.  Certain  restrictions  apply  Domestic  calls  and  commercial  use  only.  Limited  time  offer  Not  valid  with  any  other  offer  Sprint  PCS'"  calls  are  billed  separately 
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send  a  two-sided  document  dii-ectly,  with- 
out having  to  first  create  a  one-sided 
version — and  can  print  incoming  faxes 
on  two  sides.  They  also  smoothly  handle 
11  X  17  documents. 

Supply  costs  are  reasonable,  too.  Total 
expenses  for  mnning  a  digital  copier  are 
comparable  to  those  foi'  analog,  and  you 
can  even  save  money  if  you  use  the  copi- 
er as  a  printer  or  fax  machine.  With  any 
small -office  copier,  expect  to  pay  1.5(Z  to 
2(2  a  page  after  figuiing  in  toner,  devel- 
oper, and  the  dioim  used  to  produce  the 
sheet.  In  contrast,  a  fax  or  printer  costs 
ffom  3(2  to  7^  a  page,  an  expense  that 
gives  digital  copiers  an  advantage  that 
adds  up  over  time.  A  company  that 
prints  just  100  pages  a  day  can  save  up 
to  $1,430  a  year. 

Thinking  about  getting  a  digital  copier? 
Neai'ly  eveiy  manufactm-er  is  developing 
a  digital  lineup  to  complement  then-  cm-- 
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nals  as  soon  as  the  pages  have  been 
scanned  into  memoiy;  and  electronic  sort- 
ing, which  allows  dozens  of  collated  sets 
to  be  made  at  a  time.  Of  course,  there 
would  be  waLk-up  ti"afBc  fi'om  people  who 
just  wanted  to  whip  off  one  copy,  so  we 
factored  in  how  long  it  took  each  ma- 
chine to  make  its  first  copy. 
ENDLESS  WAITS.  Any  of  these  machines 
vdll  make  decent  copies,  so  budget-con- 
scious buyers  might  opt  for  the  least  ex- 
pensive models,  from  Canon  and  Ricoh 
(table).  But  for  stand-alone  copying,  the 
Document  Centre  Xerox  isoDC  stood  out. 
This  30-copy-a-minute  model  ($10,500  for 
the  basic  configiu-ation,  $12,800  with  du- 
plexing) comes  with  an  automatic  feeder 
that  can  accept  two-sided  originals  for 
copying  and  a  generous  10  megabytes  of 
memory,  equal  to  about  50  pages,  which 
should  be  more  than  enough  to  support 
the  scan  once/print  many  feature.  As  for 


sorting  built  in — two  featui'es  that 
cost  thousands  on  other  copiers.  It 
offers  three  standard  paper  som 
which  can  be  veiy  useflil  if  you  rega 
print  on  letterhead  in  addition  to  j 
paper  and  11  x  17  sheets.  For 
more,  the  copier  can  be  hooked  u 
networks  for  printing. 

Unfortunately,  the  Aiicio  250  do( 
dii-ectly  support  PostScript,  a  comp 
language  used  in  Mac  systems  anc 
fices  that  deal  heavily  in  graphici 
that's  you,  youi'  best  choice  is  the  Ci 
GP30F,  a  30-copy-a-minute  model  tha 
fers  more  extensive  network  sup{ 
But  brace  yourself:  While  both  mach 
start  at  around  $7,000,  it  costs  an  £ 
tional  $3,870  to  equip  the  Canon 
document  memory  and  sorting. 

What's  not  to  like  about  dij 
copiers?  Well,  obviously,  there's  the  p 
Expect  to  pay  up  to  20%  more  for  a 
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MORE  THAN  JUST  COPIES 


Digital  copiers  produce  cleaner  documents  and  can  double  asprinten 
or  even  faxes.  Here's  a  sampling  of  models  ijitended  for  small  offices. 


ace  ai 


MODEL 

PRICE* 

COPIES/ 
MINUTE 

FIRST 
COPY 
IN  SECS. 

SCAN  ONCE/ 
PRINT  MANY 

AUTO 

DOC.  FEED 

REVERSE 
AUTO  FEED 

DUPLEXING 

PRINTER 

FAX 

CANON  GP30F 

$6,995 

30 

8.0 

$1,690 

$1,583 

$1,900 

$1,850 

Optional 

$2,1 

CANON  GP200 

$5,995 

20 

9.3 

NA 

NA 

$1,900 

Standard 

Optional 

$1,5 

CANON  GP2G0F 

$13,100 

20 

9.3 

NA 

NA 

Standard 

Standard 

Optional 

Standa 

RICOH  AFICIO  200** 

$4,980 

20 

8.8 

Standard 

$949 

$1,450 

$490 

Optional 

$9 

RICOH  AFiCIO  250^ 

$6,980 

25 

8.8 

Standard 

NA 

$1,450 

Standard 

Optional 

$9 

XEROX  2200C 

$8,600 

20 

4.7 

Standard 

NA 

Standard 

$2,150 

No 

$1,5 

XEROX  230DC 

$10,500 

30 

4.7 

Standard 

NA 

Standard 

$2,300 

No 

$1,5 

.(•pres 
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■)fr, 

11111 

•U 


'MANUFACTURER'S  SUGGESTED  PRICE 


•ALSO  SOLD  AS  SAVIN  9920  OP  AND  LANIER  5020  MFO 


tALSO  SOLD  AS  SAVIN  9925  DP 


NA:  NOT  AVAILABLE 
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I'ent  line  of  analog  copiers.  To  help  nar- 
row yoiu-  task,  we  zeroed  in  on  17  models 
that  nm  off  20  to  30  copies  a  minute 
and  ai'e  designed  for  companies  that  copy 
or  print  up  to  25,000  pages  per  month. 
This  list  quickly  shi-ank  to  a  final  set  of 
seven  models  after  we  screened  out  ver- 
sions of  the  exact  same  machines  sold 
under  different  brand  names  and  models 
that  are  likely  to  be  discontinued  soon. 

We  then  evaluated  the  group  based 
on  two  scenarios — for  an  office  that  needs 
a  sophisticated  stand-alone  model  mainly 
for  copying  and  for  an  office  where  a 
versatile  machine  is  needed  to  do  both 
copying  and  printing. 

Since  oui'  stand-alone  copier  would  be 
a  workhorse,  we  wanted  it  to  have  a 
document  feeder  for  automatic  copying; 
duplexing,  which  is  the  ability  to  make 
two-sided  copies;  a  feature  called  scan 
once/print  many,  which  allows  users  to 
retui-n  to  their  desks  vdth  their  origi- 


walk-up  users,  the  fh'st  copy  popped  out 
in  a  respectable  4.7  seconds,  compared 
with  an  average  of  7.7  for  the  gi'oup. 
("When  it  takes  eight  to  nine  seconds," 
Slawetsky  notes,  "it  can  really  seem  like 
you're  waiting  forever.") 

In  oiu"  second  scenario,  we  considered 
only  models  that  ciurently  support  print- 
ing (Xerox  Coi-p.  isn't  expecting  to  offer 
that  featiu'e  until  early  next  year).  Once 
again,  we  sought  copiers  that  handle  du- 
plexing, sorting,  and  finislung.  But  speedy 
document  feeding  and  fast  first  copy 
were  deemed  less  important,  since  we 
assimied  more  of  the  output  would  come 
from  the  desktop. 

On  that  basis,  it's  hard  to  beat  the 
$6,980  Ricoh  Aiicio  250.  (We  passed  over 
the  Aficio  2(X),  despite  its  bai"gain  price  of 
$4,980,  because  it  dropped  below  20 
copies  a  minute  with  a  document  feeder 
installed.)  The  Aficio  250  produces  25 
copies  a  minute  and  has  duplexing  and 


sic  digital  copier.  The  good  news  is 
as  moi'e  models  anive  and  manufactu 
slug  it  out,  prices  are  expected  to 
Meanwliile,  you  may  want  to  lease 
but  pay  attention  to  the  fine  print.  " 
seen  more  games  played  in  the  co 
business  than  I  ever  saw  in  the  cai 
dustiy,"  warns  Wairen  Erickson,  a  r 
ager  at  Metro  Sales,  a  Minneapolis  of 
equipment  dealer. 

Another  drawback:  Since  these 
chines  are  relatively  new,  not  aU 
ers  do  the  job  right.  Hooking  up  a  co 
to  a  network  requires  computer  kr 
how,  so  be  siu-e  your  dealer  has  insti 
at  least  one  copier  on  a  similar  netw 

Finally,  remember  to  sign  up  for 
gym.  Since  you  won't  be  i-unning  f 
computer  to  copier  to  printer  anym 
you'll  no  doubt  need  more  exercise, 

By  Mie-Ymi  Lee,  editorial  directc 
BuyersZo7ie  (ivww.huyerszone.com) 
Boston 
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t  a  half  million 
dled-up  spectators 
soon  huddle  to- 
ler  to  view  New 
lual  tree-lighting 
beside  Rockefeller 
^^ondrous  ice-skat- 
3ut  way  up  on  the 
of  an  office  build- 
ig  the  world-fa- 
a,  250  vendors, 
!,  and  family  mem- 
;w  Travel  Group 
merry  in  the 
nd  comfort  of  an 
e  with  a  breathtak- 
)f  the  festivities. 
sure  is  pricey  for 
ittan-based 
;ncy,  but  at 
of  year  it 
11  worth  it. 
eat  fun  and 
party  some- 
nal  that 
inot  dupli- 
h.ave  this 
ce  and  have 
ass  event 
drop,"  says 
imburu,  a 
president 
one  starts 
T  the  hook 
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;.  'Tis  the 
r  holiday  parties, 
•  small  businesses 
ibling  to  reconcile 
ted  budgets  with 
le  visions  of  a  ght- 
jctacle.  In  most  ur- 
,  it's  hard  to  get 
h  less  than  $75  to 
person  for  food,  al- 
1  space  rental.  But 
ness  owners  have 
it  their  real  mis- 
they  tiying  to  re- 
rworked  and  un- 
mployees,  or 
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Silent  Night, 
Riotous  Night 

HOW  TO  GET  THE  BIGGEST  BANG 
OUT  OF  YOUR  OFFICE  PARH  BOCK 


employees  be  appalled  if 
they  selected  a  jazz  band 
over  rock  and  roll?  Should 
they  try  to  keep  the  bills 
down  by  offering  just  wine 
and  beer,  or  serve  the  hard 
stuff  that  can  lead  to  Ani- 
mal House  antics? 

Of  course  there's  nothing 
worse  than  tlirowing  a  par- 
ty only  to  find  the  place 
empty  after  an  houi'.  But 
there's  more  than  ego  on 
the  hne.  "Boring  parties  are 
not  only  a  waste  of  money 
but  are  really  a  wasted  op- 
portunity for  getting  busi- 
ness and  goodwill,"  says 
Manhattan  event  planner 
Brenda  Rezak,  who  owns 
Affairs  to  Remember. 


Getting  the  tone  right  is 
a  difficult  challenge,  as  any 
party  planner  will  confirm. 
Amy  Thomas,  marketing  su- 
pervisor for  TRC  Staffing 
Services  Inc.  in  Atlanta, 
thought  her  Murder  Mys- 
tery party  last  year  would 
be  a  surefire  success.  But 
after  some  of  the  employees 
gave  it  a  thumb's  dovm,  she 
decided  to  stick  with  tradi- 
tion. This  year  an  Atlanta 
comedian  will  perform  a  30- 
minute  stand-up  act  before 
the  dancing  begins. 

Many  business  owners 
use  the  event  to  send  a  sig- 
nal to  employees  about  the 
kind  of  company  they're  tiy- 
ing to  build.  This  is  only  the 


irS  THE  POINT?  First  you  need  to 
de  whether  you're  out  to  reward  over- 
ked  employees  or  massage  clients 


third  Christmas  for  Com-  ' 
pelhng  Content,  a  small  in- 
teractive advertising  agency 
in  Manhattan's  trendy  new- 
media  district  known  as  Sili- 
con Alley.  For  their  first- 
ever  holiday  party,  ceo 
Marshall  Karp  will  treat  his 
staff  of  12  and  their  spouses 
to  an  elegant  dinner  in  a 
flower  shop  called  Bloom, 
along  with  dancing  and  hve 
music.  "Right  away,  we're 
saying  that  this  is  a  family 
event — from  my  family  to 
yoiu'  family,"  he  says.  "Sui'e, 
I  could  go  to  a  nice  restau- 
rant, or  bring  a  caterer  up 
here  [to  the  office], 
but  that's  boring.  I 
wanted  something 
really  sjjecial." 
MUD  PACK?  Some- 
thing special  was 
also  what  Jim  and 
Ellana  Livermore 
had  in  mind  for  the 
nine  employees  of 
their  Houston-based 
software  company.  In 
the  four  years  that 
Livermore  Software 
Laboratories  has 
been  up  and  running, 
entertaining  employ- 
ees wasn't  in  the 
budget.  But  after 
having  what  they 
call  "an  exceptional  year," 
the  Livermores  decided  to 
treat  their  staff  to  a  holi- 
day retreat  at  San  Luis  Re- 
sort, a  spa  in  Galveston, 
Tex.  Partying  didn't  seem 
appropriate,  they  felt,  be- 
cause what  their  employees 
needed  most  was  less 
stress.  "It's  like  getting  a 
little  of  the  Caribbean  in 
the  middle  of  winter,"  says 
Jay  Lyall,  the  marketing  di- 
rector in  charge  of  planning 
the  outing,  which  is  for  em- 
ployees only. 

Holiday  parties  take  seri- 
ous work  to  make  them  a 
stunning  success — and  if 
you're  just  starting  to  think 
about  it,  you're  probably  a 
bit  late  for  this  year.  But 
it's  not  too  early  to  start 
thinking  about  next  year's 
affair.  You  could,  after  all, 
get  a  great  buy  at  the  post- 
Christmas  sale. 

By  Beverly  Hall 
Lawrence  in  New  York 
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Now  we're  putting  up  walls 

without  missing  calls. 

Just  because  you're  out  of  the  office  doesn't  mean  you 
have  to  be  out  of  touch.  Sprint  has  two  simple  solutions 
when  you're  on  the  road.  With  Sprint  Paging;  *  no 
matter  where  you  are,  you'll  always  be  available  to  do 
more  business— with  the  help  of  the  country's  widest 
paging  network.  Now  let's  say  you  have  to  use  a  pay 
phone^  to  answer  that  page.  Wliy  dig  for  change  when 
you  can  use  a  Sprint  FONCARD'"?  Nothing's  more 
convenient.  Use  them  both  and  turn  any  phone  into 
a  virtual  office,   www.sprint.com  1*888*4*SPRINT. 


Want  to  make  yOUr  business  stand 
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Let  our  services  stand  behind  you. 


Fridays  Free  2000 

Sprint  International 
Business  Calling  Plan 

Sprint  Toll-Free' '  Service 

Sprint  Paging® 

Sprint  FONCARD"^ 

1-888-4-SPRINT 

www.sprint.com 
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We  help  your  business  do  more  business' 
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challenge:  To  keep  the  high-profile  programs  coming 


•  back-to-back  acting  Oscars  in 
ly  1995,  Tom  Hanks  could  have 
ned  his  price  at  any  big  Holly- 
)d  studio.  But  instead  he  had 
t  set  on  an  unwiekly  project 
stionable  commercial  appeal:  a 
series  dramatizing  the  space 
of  the  1960s  and  1970s.  Major 
wouldn't  have  touched  the  thing, 
her  would  the  big  broadcast 
5.  Says  Hanks:  "hbo  was  the 
e  to  go." 

anks,  a  serious  space  buff, 
HBO  executives  a  grand  opus 
nto  almost  forgotten  details  of 
?  space  race.  From,  the  Earth  to 
n,  he  promised,  would  be  "a 
tween  Ken  Burns's  The  Civil 
1  Brideshead  Revisited."  Al- 


though the  budget  eventually  exceed- 
ed $60  milhon.  Hanks  and  others  he 
brought  into  the  project,  such  as  Sally 
Field  and  Ron  Howard,  worked  for 
union  scale.  "I'm  working  for  less  than 
$5  an  hour,"  Hanks  figures.  "No  one  is 
going  to  get  wealthy  off  of  this." 

No  one  but  hbo,  anyway.  From  the 
Earth  to  the  Moon,  which  debuts  next 
spring,  is  just  the  biggest  and  showiest 
of  a  long  string  of  HBO  productions  that 
have  won  the  scrappy  pay-TV  network 
far  more  than  its  share  of  Emmys  and 
profits.  HBO  measures  its  success  not  by 
selling  tickets  or  ads  but  by  how  much 
buzz  its  relatively  inexpensive  program- 
ming generates.  Buzz  and  the  exclusivi- 
ty of  such  fare  keeps  hbo's  subscribers 
coming  back.  Along  the  way,  hbo  has 


l)ecome  the  iiinst  i  tticient  profit  machine 
in  the  Time  Warner  Inc.  empire,  with  a 
return  on  invested  capital  of  about  55%. 
It  generates  cash  flow  of  well  over  $400 
milhon  a  year  on  revenues  of  $2  bilUon 
and  has  an  asset  value  of  more  than  $4 
bilhon.  "It  just  goes  from  strength  to 
strength,"  says  Montgomery  Securities' 
John  Tinker.  "They  cut  through  the  clut- 
ter. They  create  events.  They  have  the 
best  brand.  They  win." 
PROPHECIES  OF  DOOM.  HBO  has  bucked 
a  lot  of  negative  trends  to  emerge  such 
a  success.  It  exists  in  a  backwater  of 
the  entertainment  world— pay-cable  net- 
works— that's  generally  thought  to  be 
dying.  Its  pay-TV  brethren,  namely  Vi- 
acom's Showtime  and  TCi's  Starz!,  are 
strugghng,  and  the  Disney  Channel  is 
abandoning  the  format.  Plus,  a  half- 
dozen  other  developments  over  hbo's 
25-year  history — well-financed  rivals, 
the  coming  of  vcRs,  pay-per-view,  the 
firing  of  Michael  J.  Fuchs — were  each  to 
have  led  it  to  doom.  Notes  CEO  Jeffrey 
L.  Bewkes,  the  longtime  hbo  executive 
who  succeeded  Fuchs  two  years  ago: 
"For  20  years,  the  rumors  of  our 
demise  have  been,  if  not  exaggerated, 
then  premature." 

Indeed,  the  low-key  and  affable  Bew- 
kes has  turned  hbo  into  one  of  Time 
Warner's  fastest-growing  businesses.  He 
repaired  hbo's  frayed,  Fuchs-era  rela- 
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YOUR  FAR-FLUNG  EMPIRE: 


Your  operation  covers  60  countries. 


10  languages. 


49  currencies. 


6  time  zones. 


4967  separate  trade  regulations. 


GATHERED  TOGETHER: 


PeopleSoft  enterprise  software. 


The  key  to  managing  a  global  organization  is  to  make  it  seem  less, 
well,  global.  Our  enterprise  software-from  HR  and  Financials  to 
Supply  Chain  Management  and  Manufacturing-is  flexible,  compre- 
hensive, and  designed  around  your  world.  Not  ours.  To  find  out  what 
we  can  do  for  you,  call  888-773-8277  or  visit  www.peoplesoft.com. 


We  Work  In  Your  Worlds 


DISNEY 


Entertainment 


tionship  with  its  sister  Wamer  Bi'others 
studio,  whose  co-chief,  Robert  A.  Daly, 
calls  Bewkes  "one  of  the  top  executives 
in  the  industry."  Bewkes'  rapport  with 
both  Time  Warner  ceo  Gerald  M.  Levin 
and  Vice-Chainnan  Ted  lYuner  is  so  good 
that  he  is  pretty  much  left  alone  to  run 
the  business. 

A  BUNDLE  OF  EMMYS.  If  everyone  is  to 
remain  so  chummy,  Bewkes  must  sus- 
tain HBO's  subscriber  gi'owth — which  is 
beginning  to  slow.  That  gi-owth  bank- 
rolls the  increasingly  expensive  and 
high-profile  original  progi'amming  hbo 
needs  to  stand  out  in  a  badly  fragment- 
ed environment.  "Pick 
up  the  TV  Guide,  and 
there's  all  kinds  of 
stuff  there,"  says  Bew- 
kes. But  HBO  only  has 
to  concentrate  on  de- 
livering good  pro- 
grams, he  notes. 
"We're  not  selling  ads. 
We're  not  selling  our 
audience  to  advertis- 
ers. We're  selling  our 
programming  service 
to  you."  To  drive  home 
that  message,  he's 
spending  $25  million  a 
year  just  to  advertise 
the  HBO  brand. 

Since  HBO  has  so 
many  more  sub- 
scribers than  its  rivals 
(chart),  it's  able  to 
spread  the  cost  of  its 
original  progi'amming 
and  its  big  Hollywood 
movies  across  a  broad- 
er base.  Consider  the 
math.  HBO  and  the 
other  pay-TV  networks  lay  out  an  aver- 
age of  about  $4  million  per  movie  for 
the  big  Hollywood  films  they  show,  hbo 
shows  that  $4  million  movie  to  34  mil- 
lion customers,  while  Starzl  shows  it 
to  just  6  million.  Simply  put,  it  theo- 
retically costs  hbo  12(Z  per  subscriber  to 
show  that  film,  while  Starz!  pays  64^. 
That  scale  also  helps  hbo  afford  exclu- 
sive deals  with  major  studios — and  with 
more  of  them:  Warner,  Fox,  and  in 
2000,  Sony.  Starz!  has  Universal  and 
Disney,  while  Showtime  copes  with  just 
MGM  and  Paramount. 

Tile  same  dynamic  of  scale  gives  hbo 
a  significant  boost  as  it  bankrolls  big 
movicf  of  its  own,  such  as  the  $60  mil- 
lion From  the  Earth  to  the  Moon  or 
the  $1  niillion  Vietnam  memoir  A 
Bright  Shining  Lie,  due  next  year.  Al- 
though :  ■/,<)  won't  say  how  much  it 
spends  o'  original  programs,  it  pro- 
duces more  than  15  mo\nes  a  year,  com- 
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pared  with  just  eight  in  1995.  hbo's 
cost-per-subscriber  for  these  projects, 
again,  is  a  fraction  of  Showtime's  or 
Starz  !'s. 

hbo  is  now  so  far  ahead  that  ob- 
servers tend  to  view  its  continued  dom- 
inance as  almost  a  given.  Weekly  view- 
ership  is  up  19%,  to  19.2  miUion,  since 
1994.  It  won  more  Emmys  this  year 
than  any  other  network  except  nbc. 
But  in  the  treacherous  global  entertain- 
ment business,  Bewkes  acknowledges 
that  HBO  could  easily  take  a  tumble.  It 
is  pushing  hard  into  risky  foreign  mar- 
kets. At  the  same  time,  programming 
costs  are  skyrocketing. 

But  most  worri- 
some is  HBO's  slowing 
subscriber  growth. 
While  gains  from  di- 
rect-broadcast satellite 
services  should  level 
off  at  about  1  million 
to  1.5  million  new 
subscribers  this  year, 
Bewkes  says,  this 
year's  growth  among 
cable  subscribers  has 
slowed  considerably,  to 
about  half  the  custom- 
ary clip  of  1  million  a 
year. 

Bewkes'  big  push  to 
drive  up  subscriber 
numbers  is  to  "multi- 
plex," or  offer  sub- 
scribers additional  hbo 
channels  at  no  extra 
cost.  HBO  subscribers 
over  direct-broadcast 
sateUite  (DBS)  already 
get  multiple  feeds,  as 
do  about  half  its  cable 
subscribers.  Full  rollout  of  the  dozen  or 
so  multiplexes  now  offered  by  hbo  and 
Cinemax,  its  sister  network,  is  held  back 
by  cable  systems'  capacity  constraints. 
As  the  industiy  slowly  upgi"ades  to  offer 
more  channels,  hbo  multiplexes  will  be 
offered  more  widely.  The  extra  chan- 
nels cost  nothing  to  produce  (hbo  has 
the  right  to  show  a  movie  as  often  as  it 
wants  over  a  set  period),  and  sub- 
scribers pay  nothing  extra.  The  result: 
Bewkes  says  subscribers  who  have  mul- 
tiplex hbo  are  far  less  likely  to  cancel 
subscriptions,  and  the  added  value  at- 
tracts new  subscribers,  too. 

But  still,  Bewkes  isn't  taking  any- 
thing for  granted.  "What  could  go 
wrong?  Everything  could  go  wrong," 
he  says.  "It's  easy  to  lose  this  ball  game 
at  any  time."  Yes,  but  losing  is  far  less 
likely  if  you're  way  ahead  at  the  half. 

Bij  Elizabeth  Lesly  Stevens 
in  New  York 


—  You  never  — 
travel  alone  witK 
American 
Express. 


Travel  with  the Aiuencan  Express  Card 
and  enjoy  Cardmember  privileges  like 
assured  reservations  to  guarantee  your 
room,  even  if  you  arrive  latej  With 
more  than  1,700  Travel  Service 
locations  in  over  130  countries,''^  the 
American  Express  viforldwide  network 
can  also  assist  you  with  travel 
arrangements,  letter  pick-up,  and 
American  Express  Travelers  Cheques. 
It's  smart  business  to  make  the 
American  Express  Card  your  constant 
travel  companion.  To  apply  for  the 
Card,  call  ISOO-THE-CARD.  or  visit 
us  at  vi^vw.americanexpress.com. 
^  Ask  your  travel  planner  for  details. 
^'Not  all  services  available  at  all  Travel 
Service  locations 

and  are  subject  to   ^ 

local  laws  and  me>3?ress 
cash  avaihibihtv     l^lil  CardS 


TERMS  AND  CONDITIONS.  'For  your 
nights  to  qualif)'  for  this  offer,  you  must  be  a 
Gold  Passport  member  and  provide  your  Gold 
Passport  account  number  at  time  of 
reservation  and  check-in  and  pay  an  Eligible 
rate  for  your  stay.  Qualifying  nights  must 
occur  between  November  15.  1997  and 
February  28,  1998,  as  verified  by  check-out 
dates.  Members  paying  for  multiple  rooms 
will  earn  credit  for  one  room  only.  In  cases 
oj  double  occupancy,  only  one  member 
occupying  the  room  may  receive  credit  toward 
this  promotion.  Award  nights  do  not  qualify. 
You  will  receive  one  single  certificate  for  the 
highest  award  level  for  which  you  qualify,  as 
indicated  on  the  Nights  After  Nights  award 
chart.  Only  one  certificate  may  be  earned  per 
person.  The  maximum  award  you  can  earn  is 
three  free  Hyatt  weekend  nights  or  6,000 
airline  bonus  miles,  regardless  of  the  number 
of  nights  you  stay.  Nights  After  Nights  awards 
are  contingent  on  the  use  of  a  Nights  After 
Nights  certificate,  wliich  wilt  be  sent  to 
qualifying  members  after  April  6,  1998.  All 
hotel  reservations  are  subject  to  availabihty 
and  must  be  made  in  advance.  TJiere  are  a 
limited  number  of  award  rooms  available  at 
each  location.  Promotional  blackout  periods 
may  be  in  effect  during  certain  tune  periods. 
Certificates  are  not  valid  m  conjunction  with 
Hyatt  Vacations,'  groups,  packages,  frequent 
traveller  awards  or  other  promotions.  Award 
certificate  may  be  redeemed  for  miles  in 
participating  airUne  programs  by  September 
15.  1998.  Or,  hotel  award  certificates  may  be 
redeemed  at  participating  Hyatt  Hotels 
worldwide  between  July  I  and  September  15, 
1998  or  November  !5,  1998  and  January  3J. 
1999.  Hotel  award  not  valid  at  Grand  Hyatts* 
outside  the  U.S.  and  Canada,  Hyatt  Resorts. 
Park  Hyatt  Hotels*  or  Hyatt  Regency  San 
Diego.  Other  restrictions  apply.  Please  review 
ihc  Terms  and  Conditions  on  the  award 
certificate  and  Gold  Passport  brochure.  Hvatt 
Hotels  and  Resorts'  encompasses  hotels 
managed,  franchised,  or  operated  by  two 
separate  groups  of  companies -Hyatt 
Corporation  and  its  affiliates  and  affiliates 
of  Hyatt  International  Corporation. 
K'1997  Hyatt  Corp. 
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 Every  nigKt  at  Hyatt  

trings  you  closer  to  even  more 
free  nigKts  or  fligKts. 


During  Nights  After 
Nights',  '  all  you  need  is 
Hyatt  Gold  Passport'  and 
one  of  our  supremely  soft 
feather  pillows  to  put  you 
on  the  fast  track  to  a 
weekend  getaway. 


Nights 

^   Stay             Receive  (at  select  hotels) 

1  2  Nights      50%  Off  A 'Weekend  Night 

AFTER 

Nights. 

1 


4  Nights      I  Free  Weekend  Night  Or  2,000  Bonus  Miles 
I   6  Nights      2  Free  Weekend  Nights  Or  4,000  Bonus  Miles 
8  Nights      3  Free  Weekend  Nights  Or  6,000  Bonus  Miles 


The  more  eligible  nights'  you  stay  at  Hyatt  Hotels  ami  Resorts'  between  November  15, 
1997  and  February  28,  1998,  the  niore  weekend  nights  you  11  cam  (up  to  three).  Or,  if  you 
prefer,  you  can  redeem  your  award  certificate  for  up  to  6,000  boiuis  miles  with  one  of  our 
participating  global  airline  partners. 

Participating  in  Nights  After  Nights  is  easy  —  just  enroll  in  Hyatt  Gold  Passport,  our 
worldwide  frequent  guest  program.  Membership  is  free.  And  it  entitles  you  to  special  benefits 
and  recognition  while  earmng  Gold  Passport  points  redeemable  for  upgrades  ami  free  travel. 


vt  started  on  a  great  getaway  with  Nights  After  Nights.  Enroll  now  in  Gold  Passport 
by  caUing  1-800-30- HYATT  or  enroll  on  the  internet  at  www.goldpassport.com 
For  reservations,  contact  your  travel  planner  or  call  Hyatt  at  1-800-30-HYATT. 
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sticking  with  his  goc 
of  brand  recognition 
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COMPUTERS 


A  NEW  AHACK  PLAN 
FOR  ACER  AMERICA 

This  time,  it's  focusing  on  U.S.  business  customers 


Acer  Group  Chairman  and  founder 
Stan  Shih  won't  give  up  on  his 
dream.  For  21  years,  he's  toiled 
to  build  the  maker  of  personal 
computers  and  peiipherals  into  Taiwan's 
fii'st  global  bi'and-name  powerhouse,  just 
like  IBM  or  Sony  Corp.  But  in  the  fast- 
moving  U.  S.  mai'ket,  he  has  stumbled — 
twice  in  the  1990s  alone.  Now  he's  bet- 
ting the  third  time's  a  charm.  "We  are 
the  jiride  of  Asia,"  says  Shih.  "And  if 
we  can  rise  to  this  challenge  [cracking 
the  U.  S.  market],  we  can  do  a  mean- 
ingful thiii.u" 

Shih  is  '  i  ing  the  gi'oundwork  for  an- 
other assaul'  n  the  critical  market  in 
America,  whe.  3.5%  of  all  PCs  are  sold. 
Having  lost  mo  -v  for  nearly  two  years 
with  its  Aspire  liii"  of  home  PCs,  Shih  is 
now  zeroing  in  on  small  and  medium- 
size  businesses  with  s  new  lineup  of 
modular  desktop  machines — called  the 
AcerPower  pes — which  will  be  backed 


by  a  $10  million  advertising  campaign. 

That's  not  to  say  Shih  is  abancloning 
all  hope  of  penetrating  the  U.  S.  con- 
sumer market.  On  Nov.  21,  he  an- 
nounced that  Acer  will  develop  a  line  of 
low-cost  computer  appliances,  called 
"xcs,"  desigTied  for  specific  jobs  ft'om 
playing  games  to  banking  over  the  In- 
ternet. The  xcs  will  sell  for  as  little  as 
$200  when  they  hit  stores  in  Asia  and 
other  markets  in  1998.  If  they're  a  hit, 
Acer  may  launch  them  in  the  U.  S. 
SINKING  SALES.  That  could  be  a  long 
shot — ^just  as  Shih's  entire  crusade  for 
brand-name  fame  is  in  the  U.  S.  Having 
failed  to  follow  up  on  the  Aspire 's  early 
success,  sales  of  U.  S.  subsidiary  Acer 
America  Corp.  have  plummeted  51%  for 
the  first  nine  months  this  year  vs.  the 
same  period  a  year  ago,  according  to 
Computer  Intelligence.  That  has  de- 
pressed Acer's  U.  S.  market  share  from 
13%  in  eai'ly  1996  to  less  than  5%  today. 


Shih  expects  the  U 
unit  to  lose  $75  millij 
on  sales  of  $1  billii 
this  year,  due  to  chrcj. 
ic  inventory  miscues.t 
That,  and  a  project; 
$55  miUion  loss  from  - 
Acer,  a  memory-clji 
joint    venture  w:^ 
Te.xas  Instruments  Iiii 
drove  the  parent  co- 
pany's  stock  down  6(p 
since  August,  to  $48.<; 
Now,  Shih's  goal  for  t|> 
Acer  Group  to  res  :. 
$15  bilHon  in  sales 
2000  is  in  tatters, 
figures  total  1997  r( 
enues  will  be  just  $ 
billion,  down  35%  fr 
$5.9  billion  in  1996. 

But    despite  U 
problems,  Shih  expe 
Acer  to  eam  $123  n 
lion  this  year  thanks  to  strength  in 
core  businesses.  Besides  being  a  top 
supplier  in  Africa,  the  Middle  East,  £ft[|,p{( 
Southeast  Asia,  Acer  has  a  profita]  .j] 
$500  million-plus  business  making 
ROM  drives,  monitors,  and  other  co 
ponents.  And  by  focusing  on  makif,^|j| 
PCs  for  others  to  I'esell — a  business  tlk  .  rm 
has  catapulted  it  to  the  No.  3  PC  malf  ; 
in  the  world — Acer  could  shrink  its  o  ji|  i^^!^^ 
marketing  and  research  and  devekjf j,^^ 
ment  costs.  "Brand  name  doesn't  brii  ^jj^j^^ 
investors  any  benefit,"  says  analyst  1^ 
Chitung  of  SBC  Warburg  Securiti;iJ 
Adds  an  Acer  America  executive,  „jjj 
has  pled  with  Shih  to  give  up  the  brsl  g,. 
pursuit:  "I'd  pull  the  plug." 

But  Shih  isn't  interested  in  continu:^. 
in  Taiwan's  traditional  role  as  job-sb 
to  famous  foreign  rivals.  In  August,  a, 
created  a  dual  headquailers  for  the  ct4. 
poration.  Now,  he  and  other  top  ex(S  |, 

ACER'S  HOME-PC  SLIDE 
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tveek  or'  more  a  month  at  Acer 
s  Silicon  Valley  office.  He  also 
longtime  Acer  America  Chief 
Chwang  with  Max  Wu,  who 
!r's  PC  components  business, 
however,  has  moderated  his 
b  No.  1:  to  return  Acer-  Amer-i- 
h  accounts  for  about  25%  of 
Dtal  sales,  to  profitability  by 
.  Over  the  next  few  years,  he 
grow  the  vinit  by  boosting  sales 
!sses  to  70%  of  revenues,  fi-om 
ay.  He  insists  Acer  wiW  ulti- 
;et  its  brand  status.  "Br-and  is 

0  our  long-term  success,"  says 
)rldwide,  he  wants  to  increase 
larket  share  of  branded  prod- 
a  4%  today  to  5%  by  2000. 
OAD.  Shih  is  making  headway 
•ofit  goals.  Acer  America's  loss- 
fallen  from  $7  miUion  a  month 

1997  to  $3  miUion  today,  say 
By  more  car-efully  monitoring 
at  retail  outlets,  Acer  has  cut 
y  nearly  in  lialf,  to  27  days. 
Shih  is  tweaking  U.  S.  produc- 
5  company  is  consolidating  PC 
T  from  five  factories  into  an  El 
X.)  plant  that  will  make  150,000 

1  a  month,  nearly  triple  the  usu- 
r  load.  Plants  in  San  Jose,  Calif., 
and  Canada  will  build  tailoi'- 
s  for  corporate  customers. 

he  corporate  market  is  proving 
slog.  Last  January,  Acer  ac- 
I's  notebook  computer  division 
an  80-person  sales  force.  But 
Ti  notebooks  have  plunged  as 

70%,  say  insiders,  as  big  cus- 
jumped  to  more  established 
"Let's  face  it,"  says  William  Y. 

CEO  of  Vanstar  Corp.,  a  large 
ibutor*.  "Acer  has  done  a  mar- 
)b  in  other  parts  of  the  world, 
'  can't  get  off  first  base  in  the 
e  market  in  the  U.  S." 
officials  insist  the  company's 
turing  prowess  will  help  it  offer 
;ed  products  to  businesses.  The 
get  high-gr'owth  segments  such 
estate  and  health  care.  Since  it 
makes  the  PC  but  sells  most  pe- 
5,  it  can  offer  one-stop  shopping, 
state  agent,  for  example,  could 
PC  pre-loaded  with  contact  man- 
;  software  and  digital  cameras. 
30  is  expected  to  announce  a 
h  a  major  U.  S.  bank  to  supply 
cer  PCS  to  the  bank's  best  cus- 
["or  onhne  banking, 
has  pulled  itself  out  of  trouble  in 
,  notably  when  it  suffered  losses 
E)90s  due  to  the  high  cost  of  ex- 

in  the  U.  S.  But  for  now,  the 
f  will  have  to  continue  cutting 
s  and  competing  on  price — not 
irand  recognition  Shih  so  covets. 
onathan  Moore  in  Taipei  and 
urrows  in  San  Jose,  Calif. 


CHIPS 


CAN  AMD  SNAP 

ITS  LOSING  STREAK? 

Production  glitches  cost  it  credibility  and  cash 


Things  finally  seemed  to  be  going 
well  for-  Intel  Corp.'s  ar-chrival,  Ad- 
vanced Micro  Devices  Inc.  Its  K6 
microprocessor,  acquired  when  AMD 
bought  boutique  chip  designer  NexGen 
Inc.,  was  unveiled  in  April  to  great  ac- 
claim. AMD  Chair-man  W.  Jerry  Sanders 
III  pr-edicted  that  his  company's  new 
$2  biUion  Austin  (Tex.)  semiconductor 
plant  could  churn  out  4.5  million  K6 
chips  this  year,  on  its  way  to  earning 
AMD  a  30%  shce  of  the  Intel-compatible 
processor  mar-ket  by  2001. 

Oops.  Manufacturing  the  K6  in  high 
volumes  has  tur-ned  out  to  be  yet  an- 
other sobering  challenge  for  AMD.  Over 
the  past  two  quarter-s,  snafus  in  the 
process  of  layering  silicon  and  chemi- 
cals has  resulted  in  too  few  chips  that 
are  up  to  snuff.  Analysts  estimate  that 
less  than  50%  of  K6  chips  etched  onto 
each  wafer  of  silicon  pass  muster,  com- 
pared with  an  estimated  61%  for  Intel's 
Pentium  mmx  chips.  What's  more,  those 
that  do  work  are  not  as  speedy  as  AMD 
had  hoped,  which  means  they  sell  for 
less  money.  Sanders  is  contrite.  "We're 
behind  on  our  leai'ning  curve,"  he  says. 
"Er-go,  a  wider  loss." 

Indeed,  amd  lost  $38  million  in  the 
third  quarter  ended  Sept.  28.  Its  stock, 
once  buoyed  by  investor  optimism  over 
the  K6's  prospects,  is  now  trading  at 
22,  less  than  half  its  52-week  high  of 
48'/'  last  Mar-ch.  "amd  is  exhibiting 


TROUBLE  ON  THE  LINE 
"We're  behind  on  our  learning 
curve,"  says  Chairman  Sanders. 
Less  than  50%  of  its  Pentium-class 
K6  processors  are  usable 


frightening  incompetence,"  says  Peter 
Christy,  pr-esident  of  researcher  Micr-o 
Design  Resom-ces. 

Comphcating  the  Sunnyvale,  (Calif.) 
chipmaker's  situation,  Intel  has  slashed 
its  own  prices  on  Pentiums  by  up  to 
58% — and  a  lot  faster  than  amd  expected. 
That  has  collapsed  the  price  umbrella  that 
AMD  hojied  would  let  it  reap  big  profits  off 
chips  it  sells  for  25%  less  than  Intel's. 
NEW  DIMENSION.  But  don't  count  AMD 
out.  Sander-s  has  a  two-prong  strategy 
for  a  comeback.  First,  he's  betting  that 
the  company  can  solve  its  production 
problems  by  shrinking  the  K6  to  get 
more  processors  out  of  each  silicon 
wafer.  This  approach  requires  circuits 
only  0.25  microns  across — some  l/400th 
the  width  of  a  human  hair- — and  pr-omis- 
es  to  yield  twice  as  many  chips  per 
wafer  as  today's  0.35-micron  process. 
Sanders  hopes  to  convert  entirely  to 
0.25-micron  technology  by  June,  1998. 
That's  why  he's  sticking  with  his  goal  of 
selhng  15  million  K6  chips  next  year, 
or  about  14%  of  the  Intel-compatible 


rket.  Analysts  estimate  that 
elp  drive  earnings  to  $194  mil- 
)98. 

anders  do  it?  Analysts  concede 
Ang  to  a  0.25-micron  process 
ease  the  number  of  chips  per 
id  boost  their  speed.  But  "if 
't  get  it  right  on  0.35  micron, 
ibsolutely  going  to  have  prob- 
ting  0.25,"  says  analyst  Jon 
f  Montgomery  Securities, 
as  another  chip  up  its  sleeve, 
By  the  second  quarter  of  next 
fiders  promises  to  roll  out  the 
which  adds  three-dimensional 
processing  onto  the  chip  for 
)ing  images.  Sanders  already 
;aker:  On  Nov.  17,  DreamWorks 
ve  announced  it  will  develop  a 
led  Trespasser,  a  digital  sequel 
ost  World:  Jurassic  Park,  tuned 
iC6  3D.  Later  in  the  year,  AMD 
\ier  the  K6  3D+,  a  higher-per- 


5  CHIP  PRODUCTION 
FALLS  SHORT 
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e  version  that  promises  even 
wer. 

nds  good — if  AMD  can  deliver  in 
nes  that  personal-computer  mak- 
1.  The  company  has  signed  up 
omers  for  the  K6,  including  IBM 

While  major  PC  makei-s  such  as 
-Packard  Co.  already  use  AMD's 
5,  they  haven't  jumped  to  the 
p.  Analysts  say  that  Compaq 
3r  and  hp  have  discussed  using 

as  soon  as  AMD  can  guarantee 
iehven/  of  233-Mhz  K6  paits. 
ivould  boost  AMD's  credibility  at  a 
ime.  AMD  isn't  the  only  one  chal- 
Intel  these  days.  The  new  bat- 
d:  the  fast-growing  market  for 
,000  PCs.  This  yeai-,  Cyiix  Corp. 
)bed  an  18%  mai-ket  shai-e  in  the 
vs.  AMD's  2.5%.  And  Integrated 
Technology's  Centaur  C6  chip 
ake  inroads  in  1998.  With  rivals 
from  all  directions,  Sanders  had 
et  it  right  this  time. 
Mdy  Reiyihardt  in  San  Mateo, 
vith  Ira  Sager  in  Las  Vegas 
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REAL  ESTATE  AND  MORE 


Subscribe  today! 

Get  the  news  you  want 
in  a  timely  fashion 
from  anywhere  in  the  world. 


Call 

1.800.635.1200 
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Beyond  news.  InlcUigcncc. 


Give  this  radio  to 
someone  close  to  you. 

(That  way,  you  can 


If  someone  special  on 
your  holiday  shopping 
list  loves  music  as  much 
as  you  do,  give  them  the 
Bose*  Wave*  radio.  Its 
patented  acoustic  waveguide 
/    speaker  technology  delivers 
sound  far  superior  to  any 
conventional  radio.  It  even 
conies  with  a  handy  remote 
control.  And 
it's  available 
directly  from 
Bose,  the  most 


"The  sound. . . 

from  this  little  ^ 

stereo  radro  ^  ^  ^pn^OV^/f  fOO  \  '''^'''''^ 

is  Startling'' Popular  Science     ^l^JW^  IL  LWW.  /  in  audio. 

Please  specify  your  color  choice  for  the  Wave  radio:  Q  Impenal  White  Q  Graphite  Gray 


Order  before 
December  31,1997, 
for  free  shipping. 
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CaU  for  more  information  or  to  order.  1-800- 68 1-BOSE,  ext.  R5993. 
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Marketing 


HEALTH  CARE 


SEE  THE  DOCTOR, 
GET  A  TOASTER 

Intense  rivalry  has  managed-care  plans  tossing  in  freebies 


Susan  Hick  had  an  important  test 
to  take  but  kept  putting  it  off. 
The  55-year-old  elementary 
school  teacher  from  Wilmette, 
111.,  was  due  for  another  mammogi-am, 
but  hospitals  made  her  uncomfortable. 
Then  she  noticed  a  local  Nordstrom 
store  had  a  special  deal  with  nearby 
Evanston  Hospital.  By  having  the 
mammogram  at  Nordstrom, 
she  would  get  $40  off  the  $139 
test — and  receive  a  ft'ee  facial. 
The  atmosphere  at  the  upscale 
retailer  also  eased  her  mind. 
"Everything  was  right  there 
at  my  fingertips,"  she  says.  "If 
there  was  a  wait,  I  could  go 
shopping." 

Hick  had  the  test  on  Oct.  9, 
and  it  may  have  saved  her  life. 
Cancer  was  detected  in  her  left 
breast,  which  was  surgically 
removed  on  Nov.  6.  For  both 
the  hospital  and  the  retailer, 
the  benefits  were  also  big: 
Each  has  earned  itself  one  in- 
credibly loyal  customer.  Since 
it  began  its  partnership  with 
Nordstrom  in  1995,  Evanston 
Hospital  has  seen  its  breast 
cancer  cases  rise  from  300  to 
500,  in  part  fi'om  this  promo- 
tion. Moreover,  Hick  says  that 
she'll  keep  her  health  plan, 
which  includes  the  privately 
owned  Evanston,  and  continue 
to  shop  at  Nordstrom.  "I've 
become  their  poster  child,"  she 
says  of  both. 

MORE  CHOICES.  Welcome  to 
the  brave  new  world  of  health- 
care marketing.  Years  ago,  such  adver- 
tising and  promotional  events  were  con- 
si(i(-red  tacky  and  unprofessional.  But 
because  of  raging  competition  in  the 
health-r-jue  industry,  hospitals,  health 
mainten:iiice  organizations,  and  even 
doctors  avo  learning  to  pitch  their  prod- 
ucts with  i'  scounts  and  freebies.  Over- 
all, health  ( ,  -e  marketing  expenditures 
have  risen  Ir  about  $235  million  in 
1990  to  about  pMi  million  last  year  and 


could  go  to  $1.6  bilhon  by  2000.  Health 
care  may  once  have  been  a  bit  too 
touchy  a  subject  for  buy-one-get-one- 
free  marketing,  but  no  more.  "There 
are  many  things  we  in  health  care  have 
learned  from  our  cousins  in  retailing," 
says  Allan  R.  GUck,  senior  vice-presi- 
dent for  marketing  at  hip  Health  Plans, 
based  in  New  York. 
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Health-cai'e  outfits  have  embraced  ad- 
vertising in  part  because  competition  in 
managed  cai'e  has  intensified.  For  about 
a  decade  now,  consumers  have  had  to 
make  health-care  decisions  among  man- 
aged-care plans  instead  of  just  sticking 
with  the  family  physician  or  the  nearest 
hospital.  But  today  there  are  more 
choices  than  ever.  To  get  business,  doc- 
tors and  hospitals  no  longer  can  depend 
on  simply  being  in  a  network  but  in- 


stead have  to  scramble  to  lui-e  patiej 
into  the  plans  in  which  they  particip  ji 
Right  now,  "between  60%  and  YO^f 
plan  membership  is  up  for  renewi 
says  Michael  A.  Sachs,  chairman 
Sachs  Group,  a  medical  consulting  1 
in  Evanston,  111.,  as  the  health-care 
dustry  blitzes  consumers  during  the 
ditional  fall  enrollment  period. 

The  result  is  increasingly  aggresi 
promotional  spending  eveiy  summer 
fall,  when  most  insurance  compan 
HMOS,  and  physicians'  groups  open 
theii"  plans  to  new  members.  Hospit  Ji' 
too,  spend  heavily  on  promotion  dui 
those  months  in  hopes  that  patients 
pick  the  doctors  and  health  plans  tjii 
are  associated  with. 
AEROBICS  CLASS.  Some  ploys  cc 
right  out  of  the  days  when  banks 
fered  free  toasters  to  boost  new 
counts.  HIP  Health  Plans  handed  oi  sliiirf 
free,  prepaid  10-minute  long-dista 

card  for  anyone  requesting  a 
formation  during  its  Novi  ::!!iertt 
ber  enrollment  period.  D 
Chartered  Health  Plan 
Washington,  D.  C,  is  giv 
Thanksgiving  and  Christi 
baskets  to  new  memb 
Prospective  members  are  ; 
offered  other  benefits,  suci  .lak 
fi-ee  health  club  membersl  KnON. 
(aerobics  classes  included)  iMoei 
pagers  with  an  hour  of  1  ap.afc 
airtime.  Columbia  Medical  C  iiiicii 
ter  in  Phoenix  bon*ows  a  f 
ular  pizza  biz  tactic  to  b( 
its  emergency  room  tral 
Wait  more  than  30  minui 
and  yoiu-  visit  is  free.  In  Mi 
Beach,  Mount  Sinai  Med 
Center  works  year-round  v 
local  condo  developers  to 
tract  customers.  The  privlivotir 
hospital  displays  its  brochv 
in  the  developers'  sales  off 
and  uses  builders'  leads 
send  welcome  letters  and 
packets  to  condo  buyers. 

Others  stick  to  health-relsesteni 
ed  themes.  Phoenix-based  E  sEraist 
tist  Hospitals  &  Health 
tems    Inc.    includes  th 
hospitals,  long-term  care  ap 
and  a  home  health  agency. 
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stand  out  in  the  crowded  Arizona  n 
ket,  it  runs  the  Wellness  Connectioi 
two  local  shopping  malls.  The  hosp 
offers  nutrition  counseling  and  bl 
pressure  checks  as  well  as  screeni 
for  cholesterol,  respiratory,  heart, 
prostate  problems,  and  it  makes  re 
rals  to  network  doctors.  Coupons 
also  given  out  to  mall  shoppers  for 
tests.  The  goal:  get  potential  custonr 
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IONS  OF  DOLLARS 
DATA:  COMPETITIVE  MEDIA  REPORTING 

with  their  name,  even  when 
eehng  fine. 

veryone  in  the  medical  world 
rtable  with  the  new  commer- 
Dr.  Thomas  R.  Reardon,  chair- 
the  board  of  trustees  of  the 
n  Medical  Assn.,  says  such  gim- 
iidercut  the  serious  questions 

in  choosing  a  health  plan.  He 
that  the  Madison  Avenue  push 
e  people  to  overlook  such  issues 
ner  they  can  choose  a  primary 
/^sician,  co-payment  costs,  and 

or  not  doctors  must  adhere  to 
es"  barring  them  from  suggest- 
ments  not  covered  by  the  plan, 
ire  a  lot  more  important  things 
rden  clubs  or  health  clubs  in 
:  a  health  plan,"  he  says. 
nON.  But  because  the  barrage 
0  be  working,  it  isn't  likely  to 
^,  a  company  battling  recent  fi- 
iifficulties,  says  it  will  give  out 
)hone  cards  in  the  New  York 
is  fall.  "We  can't  say  exactly 
ny  will  join,  but  we  know  this 
5  generate  leads  and  gets  our 
it  there,"  says  Click.  Rita  John- 
ef  operating  officer  for  D.  C. 
ed,  says  her  organization  has 

500  calls  this  fall  "all  saying,  'I 
our  plan,  so  when  do  I  get  my 

)ver,  defenders  insist  advertising 
ges  a  reluctant  public  to  deal 
alth  issues.  Douglas  M.  Silver- 
nior  vice-president  at  Evanston 
estem  Health  Care — which  op- 
^vanston  Hospital — says  it  set 
>  at  Nordstrom  two  years  ago 
■  the  retailer  seemed  "a  less 
ning  setting  for  women  who 
ot  want  to  have  a  mammogi'am 
^e  traditional  setting."  This  year, 
in  has  begun  offering  screenings 
e  density — used  to  test  for  os- 
sis — at  Nordstrom  as  well.  And 
off  retail  to  help  save  your  hfe, 
't  beat  the  price. 
eter  Galmzka  in  Cleveland,  uyith. 
•George  in  Miayni,  A.  T.  Palmer 
iston.  III.,  and  Jessica  McCann 


Your  friends  at  Jack  Daniel  Distillery  wish  you  and  yours  a  loyous  holiday  season. 

IF  YOU  KNOW  a  man  who  drinks  Jack  Daniel's, 
we  know  what  he'd  like  for  Christmas. 

Even  if  you  don't  drink  our  Tennessee  Whiskey 
yourself,  you  probably  have  a  good  friend  who  does. 
And  chances  are,  you  know  how  loyal  he  is  to  our 
smooth'sippin'  brand.  Well,  we  at 
Jack  Daniel's  hope  you'll  keep  that 
thought  in  mind  this  holiday  season. 
You  see,  you  could  wander  through 
a  dozen  stores  to  find  your  friend 
the  perfect  gift.  Or,  we  believe, 
take  one  look  at  the  photo 
up  above. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 

VoH)  /7iL^ri(ls  at  jack  Daniel's  remind  yuu  to  dnnk  reipunsibly 

Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Dishlled  and  Bottled  by 
Jack  Daniel  Dishllery.  lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 


HOW  TO  HANDLE  FIFTY  MILLION 
UNEXPECTED  GUESTS. 

The  only  thing  faster  than  \vord-o[-mouth  advertising  is  word-oi-e-mail 
advertising.  A  positive  reputation  in  eyherspace  ean  bring  you  millions  ol  new 
customers;  a  bad  rap  spreads  ill  will  at  the  speed  ol  light. 

When  you  start  sending  millions  ol  customers  at  a  time  to  your  Web  site  to 
do  more  than  browse,  you  have  to  be  concerned  about  the  quality  of  their  experience. 
Too  much  demand,  and  the  performance  of  your  Web  site  can  slow  to  an  annoying 
crawl  (this  is  bad).  Way  too  much  demand,  and  users  wont  be  able  to  connect  at  all 
(this  is  terrible),  e-business,  after  all,  is  about  interactivity  -  buying,  selling,  customer 
service,  etc.  -  and  il"  customers  cant  get  through,  they  cant  interact. 

This  is  why  scalability  is  a  major  issue  for  any  business  thinking  seriously 
about  becoming  an  e-business.  Scalability  is  simply  the  ability  to  easily  increase  the 
capacity  of  your  Web  site  -  to  handle  more  visitors  or  unexpected  spikes  in  volume. 

IBM  designs  scalability  into  all  our  Web  technology- hardware  and  software. 
So  if  your  site  gets  100  million  hits  when  you  expected  only  50  million,  you  can  ada|jt 
quicldy.  As  we've  done  with  some  of  history's  most  heavily  tratficked  Vkeb  sites:  the 
1996  Atlanta  Olympic  Games  (189  million  bits/17  days):  th(^  U.S.  Open  Tennis 
Championships  (70  million  hits/14  days)  and  Deep  Blue"  (74  million  hits/9  days). 

Scalability  is  just  one  e-business  prol)lem  we  can  help  you  solve.  WeVe 
helped  thousands  of  businesses  movi^  thrir  cort'  processes  to  the  Web  to  lower  costs, 
improve  customer  service  and  actually  sell  things.  To  keep  up  with  the  latest  IBM 
solutions,  boolvmark  w^ww-ibm. com/e-business.  Or  call  us  at  1  800  IBM  7080.  ext.  NC33. 


Solutions  for  a  small  planet' 


In  his  13  years  as  chief  maestro  of  the  entertainment 
empire  that  is  Walt  Disney  Co.,  Michael  D.  Eisner  has 
suffered  few  setbacks.  His  outstanding  I'ecord  as  chair- 
man and  CEO  has  made  Disney  shareholders  among 
the  most  prospei'ous  in  the  world.  So  it  came  as  a  bit  of 
a  shock  to  Eisner  when  he  was  gi'eeted  earlier  this 
year  by  a  chorus  of  boos  from  many  of  the  same  in- 
vestors he  had  helped  to  enrich.  Disenchanted  by  the 
Disney  boai'd's  $75  million  payout  to  foiTner  President  Michael 
Ovitz  and  a  lucrative  new  contract  for  Eisner,  nearly  18%  of 
voting  shareholders  withheld  their  support  fi'om  five  du-ectors 
up  for  reelection.  It  was  the  most  sizable  "just  say  no"  vote 
opposing  an  incumbent  slate  of  board  members  since  1995, 
when  almost  1  in  5  shareholders  withheld  their  votes  for 
directors  at  scandal-ridden  Ai'cher  Daniels  Midland  Co. 

Now,  Eisner  and  Ms  dii-ectors  are  taking  another  diubbing. 
Disney's  directors  have  won  the  dubious  distinction  of  being 
named  the  worst  board  in  Amenca  in  business  week's  second 
annual  analysis  of  the  state  of  corporate  governance.  Institu- 
tional investoi's  and  boardroom  watchers  scom  what  they  see 
as  a  meek,  handpicked  group,  many  of  whom  have  long  ties  to 
Eisner  or  the  company.  Yet  Eisner  shows  no  signs  of  backing 
down.  "We  have  a  fantastic  boai'd,"  he  insists,  "and  I  hope  I'm 
not  intimidated  into  changing  the  direction  of  the  board." 

On  the  other  end  of  the  spectrum,  Campbell  Soup  Co. 
won  the  honors  for  having  the  best  board  of  directors  for  the 
second  year  in  a  row.  Under 
ChaiiTTian  David  W.  Johnson, 
the  company's  board  contin- 
ues to  build  on  its  reputa- 
tion as  a  progressive  gover- 
nance pioneer.  Over  the  past 
year,  what  was  already  one 
of  Corporate  America's  most 
highly  acclaimed  boards  got 
even  better.  Outside  direc- 
tor's took  full  control  of 
search  for  a  new  ceo, 
rewriting  the  book  on  a 
boar-d's  role  in  management 
succession.  And  to  ensure 
that  each  director  makes  a 
str-ong  contribution  in  the 
boar-dr-oom,  Campbell  has  ini- 
tiated performance  evalua- 
tions for  all.  "This  board  is 
obsessed  with  self-improve- 
ment," says  John  M.  Coleman,  Campbell's  general  counsel. 

Not  long  ago,  many  corporate  chieftains  would  have  con- 
sider-ed  initiatives  such  as  Campbell's  near-r-adical  pr-ecepts.  In 
the  clubby,  cozy  worid  that  typified  the  corporate  board- 
room, CEOS  packed  their-  boai'ds  with  tnisted  friends  and 
colleagues  who  r'arely  challenged  the  chieftain's  policies — or 
pr'er'ogatives.  Meanwhile,  few  paid  much  attention  to  how 
well  director's  performed  the  job  they're  paid  to  do:  looking 
out  for  shareholder's. 

Today,  however,  all  that  has  changed.  Fueled  by  pr-essur-es 
from  such  activist  investors  as  tiaa-cref,  the  world's  largest 
pension  fund,  and  Califor-nia  Public  Employees'  Retirement 
System  (CalPERS),  stronger  governance  practices  are  going 
mainstr-eam.  In  boardrooms  across  Corporate  America,  di- 
r-eciors  ar'e  struggling  to  redefine  the  rules  under  which  they 
should  -and  shouldn't — oper'ate.  Just  as  important,  many  ar'e 
taking  h  har'd  look  at  how  responsibility  for  a  company's 
perfor'niaiice  should  be  split  with  the  ceo. 

Given  the  often  secr-etive  wor'ld  in  which  boards  operate, 
however-,  sor-ting  out  the  governance  laggards  from  the  lead- 
ers can  be  tough.  After  all,  investors  never  get  to  see  what 
actually  goes  on  inside  the  boardroom.  So  one  year  after 


PASSIVE: 
Disney's  board 
is  scorned  for 
being  a  meek, 
handpicked 
group  with 
long-standing 
ties  to  Eisner  or 
the  company 
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ACTIVE: 
Campbell  Soup 
wins  for  the 
second  year  in 
a  row  with  its 
continued  pursuit 
of progressive 
reform 


VORST 


ORATE  GOVERNANCE 


our  ground-breaking  initial 
survey  of  the  best  and 
worst  boards  in  Corporate 
America,  business  week 
returned  to  the  experts  for 
a  fresh  look.  We  asked 
many  of  Wall  Street's 
biggest  investors  for  theii" 
views  and  surveyed  promi- 
nent governance  experts. 
To  the  seasoned  judgment 
of  those  groups,  we  added 
an  objective  analysis  of  the 
sti-ucture  and  rules  under 
which  each  board  operates. 

The  result  is  a  hst  with 
sui'prises  aplenty  on  both 
sides  of  the  ledger  Along- 
side Campbell,  the  standouts  include  the  boards  at  General 
Electric,  Compaq  Computer,  and  IBM — all  slates  of  indepen- 
dent, demanding  directors  with  shareholders  who  have  reaped 
huge  rewards  from  the  companies'  successes.  Microsoft  Corp.'s 
board  zoomed  to  No.  4  from  No.  16  last  year,  largely  on  the 
strength  of  kudos  fi-om  investors. 

Happy  shareholders  also  helped  push  Pfizer  Inc.,  the  only 
company  to  boast  a  vice-president  for  corporate  governance, 
onto  the  list.  It  was  one  of  10  new  entrants  to  the  top  25.  Oth- 
er fu-st-timers  include  Texas  Instruments,  General  Mills,  and 
Dayton  Hudson,  one  of  the  few  companies  to  impose  teiTn  lim- 
its on  its  directors  (page  92).  Eastman  Kodak  Co.,  which  last 
year  placed  15th  on  the  best  list,  slipped  off  this  time  around, 
a  victim  of  slumping  profits  and  investor  uncertainty. 

The  list  of  laggards  also  features  some  well-known  names. 
AT&T  came  close  to  beating  Disney  as  having  the  least  effec- 
tive board  of  directors.  Galloping 
criticism  of  its  handling  of  the 
succession  of  former  Chairman 
and  CEO  Robert  E.  Allen  fueled 
its  ascent  to  second  place  on  the 
worst  list,  from  sixth  last  year. 
The  boards  of  H.J.  Heinz  and 
Archer  Daniels  Midland  weren't 
far  behind.  Dow  Jones — under 
pressure  from  shareholders  be- 
cause of  poor  performance — was 
among  10  newcomers.  Others  in- 
cluded such  badly  troubled  con- 
cerns as  Columbia/HCA,  Waste 
Management,  and  Occidental  Petroleum — whose  board  an- 
gered shareholders  by  handing  over  $95  miUion  to  its  ceo  to 
cancel  his  employment  contract.  But  there  was  good  news  for 
some:  Quaker  Oats,  which  last  year  ranked  as  the  19th  most 
ineffective  board,  disappeared  from  1997's  worst  hst.  Why?  In- 
vestors applauded  a  new  CEO  at  the  company,  which  has 
also  rid  itself  of  its  money-losing  Snapple  business. 

In  the  year  since  business  week's  first  board  ranking, 
much  progi'ess  has  been  made.  The  corporate-governance 
movement  has  gained  greater  prominence  and  power,  tiaa- 
CREF  is  actively  lobbying  chief  executives  whose  boards  fail  to 
measure  up.  Even  the  Business  Roundtable,  a  collection  of 
big-time  ceos  that  represents  the  Establishment,  has  joined 
the  bandwagon.  In  September,  the  group  adopted  board 
guideUnes  that  miiTor  many  of  the  standards  that  activists 
have  pushed  for  years. 

By  those  principles,  what  makes  for  a  good  boai'd?  Perhaps 
the  most  important  quality  is  directors  who  are  active,  criti- 
cal participants  in  determining  a  company's  strategies.  That 
doesn't  mean  board  members  should  micromanage  or  cir- 
cumvent the  CEO.  Instead,  governance  experts  say  they 


should  provide  strong  oversight  that  goes  beyond  simply 
iubber-stamping  the  chief  executive's  plans.  Today,  a  board's 
primaiy  responsibility  lies  in  ensiuing  that  strategic  plans  un- 
dergo rigorous  scruti- 
ny, evaluating  man- 
agers against  high 
performance  stan- 
dards and  taking  control  of  the  succession  process. 

Another  cmcial  component  of  top-ranlied  boards  is  director 
independence.  Governance  experts  believe  that  a  majority  of 
directors  should  be  ft-ee  of  all  ties  to  either  the  ceo  or  the 
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company.  That  means  a  minimum  of  insiders  on  the  b^ 
with  directoi's  and  their  firms  baiTed  fi'om  doing  consul 
legal,  or  other  work  for  the  company.  Interlocking  dire< 
ships — in  which  CEOs  serve  on  each  other's  boards — are 
out.  Along  with  such  out-of-favor  perks  as  dii'ector  pens 
governance  experts  beheve  that  such  ties  lead  dii'ectoi 
align  themselves  too  closely  with  management.  But  per; 
the  best  guarantee  that  dii-ectors  act  in  shareholders'  bes  k 
terests  is  the  simplest:  Most  good  boards  now  insist  k*' 
du'ectors  own  significant  stock  in  the  company  they  ovei 
If  such  guidelines  have  gained  steady  gi"ound  of  late,  t 
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I.CAMPBELL 
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87.1 

43.1 

44.0 

Board  involvement  in  recent  CEO  ctiange 
rewrites  the  book  on  tiow  to  do  it 

9.7 

9.0 

9.1 

9.2 

9.2 

2.  GENERAL 

CI CPTDfP 
tltllKll/ 

74.7 

45.7 

29.0 

Won  most  votes  in  poll  for  best  board; 
outside  directors  own  lots  of  GE  stock 

8.6 

8.6 

6.8 

9.1 

6.0 

3.  COMPAQ 
COMPUTER 

72.8 

28.3 

44.5 

Model  board  with  nonexecutive  chair 
has  delivered  big  results  for  investors 

9.6 

9.2 

8.8 

10.0 

9.2 

4.  MICROSOFT 

69.1 

36.6 

32.5 

Small  board  wins  praise  from  investors 
who  don't  worry  about  CEO  succession 

8.0 

8.3 

7.0 

9.2 

7.2 

5.  IBM 

68.0 

30.5 

37.5 

Turnaround  by  board-recruited  CEO 
keeps  major  shareholders  happy 

8.5 

8.1 

7.4 

7.8 

9.2 

6.  CHRYSLER 

67.8 

27.3 

40.5 

Leader  in  many  governance  practices, 
though  many  directors  on  too  many  boards 

9.0 

8.7 

8.2 

8.5 
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7.  GENERAL 
MOTORS 

67.2 

26.2 

41.0 

Among  first  to  publish  guidelines; 
only  weakness:  overextended  directors 

7.0 
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6.7 

5.7 

10.0 

8.  INTEL 

67.1 

27.5 

32.0 

Board  gains  high  marks  from  investors; 
directors  own  lots  of  stock 

9.1 

8.4 

6.4 

9.3 

6.4 

9.  COLGATE 
PALMOLiVE 

66.9 

26.4 

40.5 

All  directors  own  significant  stock; 
only  one  insider  on  board:  the  CEO 

8.5 

9.3 

9.0 

9.3 

8.0 

10.  TEXAS 

INSTRUMENTS 

64.9 

26.4 

38.5 

Pays  half  of  retainer  in  stock; 

outsiders  average  more  than  $400K  of  stock 

9.5 

9.0 

8.8 

8.8 

8.0 

ll.HEWLEn- 
PACKARD 

64.3 

28.8 

35.5 

Investors  rate  board  highly  for 
accountability  and  quality 

9.0 

8.8 

7.8 

8.1 

7.2 

12.  JOHNSON  & 
JOHNSON 

64.2 

25.7 

38.5 

Wins  praise  for  diverse  board  of 
top-Cjuality  directors 

8.7 

8.0 

6.7 

8.5 

8.0 

13.  GENERAL  MILLS 

63.5 

24.5 

39.0 

Gets  high  scores  for  accountability 
and  quality;  all  directors  own  stock 

9.3 

8.3 

9.0 

8.0 

8.0 

14.  SUN 

MICROSYSTEMS 

63.5 

24.0 

39.5 

Seven-person  board  of  highly  invested 
directors,  with  only  one  insider 

8.7 

9.3 

7.7 

8.0 

8.0 

15.  COCA-COLA 

63.2 

44.2 

19.0 

Superior  returns  and  smooth  CEO 
succession  gain  investor  kudos 

8.7 

8.7 

7.0 

9.5 

4.0 

16.  TRAVELERS 

62.9 

23.9 

39.0 

First  to  pay  directors  in  shares; 
niitstfipr*;  3\/pr;iPP      millinn  in  *;tnrk 

8.8 

7.8 

7.0 

8.5 

10.0 

17.  DAYTON  HUDSON 

62.9 

26.4 

36.5 

Imposes  15-year  term  limits  and 
retirement  at  68  on  directors 

9.5 

9.0 

9.3 

8.3 

7.2 

18.  BANKAMERICA 

62.3 

22.3 

40.0 

Pays  directors  half  in  stock; 
ditched  pensions 

9.0 

8.8 

8.5 

8.0 

8.0 

19.  PFIZER 

61.2 

26.2 

35.0 

Only  company  with  a  governance  VP; 
investors  praise  outreach  program 

8.8 

8.5 

7.8 

8.3 

4.4 

20.  MERCK 

60.0 

25.0 

35.0 

Boasts  board  with  vast  expertise  in 
health  field;  investors  like  returns 

9.0 

9.0 

8.3 

9.0 

5.6 

21.MALLINCKR0DT 

59.4 

26.4 

33.0 

Had  lead  director  run  board  sessions 

in  CEO's  absence,  but  two  ex-CEOs  on  board 

10.0 

9.3 

9.3 

9.0 

5.2 

22  "'fNBEAM 

58.7 

23.2 

35.5 

The  Dunlap  treatment  boosts  stock; 
directors  paid  only  in  shares 

8.3 

6.9 

6.3 

7.9 

8.0 

57.2 

23.7 

33.5 

All  directors  own  sizable  stock; 
board  lacks  active  outsider  CEO 

7.4 

7.6 

7.6 

7.6 

8.0 

24  PROCTER 
S.  GAMBLE 

53.2 

24.7 

28.5 

Well-invested  and  highly  praised  board, 
despite  many  overextended  directors 

8.8 

8.5 

7.8 

8.3 

6.0 

25.  SEARS  ROtSUCK 

52.1 

23.0 

29.0 

Has  CEOs  of  Leo  Burnett,  Ameritech,  Aon, 
and  Georgia  Pacific;  only  one  insider 

7.7 

7.7 

8.3 

8.5 

4.8 

The  highest  possible  score  in  this  ranking  is  100,  with  half  the  points  comin 

g  from  BUSINESS  week's  survey  of  money  managers 
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jlenty  of  holdouts.  Some  executives  dismiss  them  as 
fluff.  Chieftains  such  as  Eisner  and  H.J.  Heinz  Co. 
1  Anthony  J.  F.  O'Reilly  argue  that  corporate  per- 
is what  really  matters.  Why  should  shareholders 
t  iTjles  or  procedures  govern  board  discussions  or  if 
defer  to  rather  than  debate  the  ("EO?  If  management 
strong  shareholder  retui'ns,  they  maintain,  investors 
wony  about  the  rest.  "Every  board  is  different," 
aid  R.  Keough,  former  Coca-Cola  Co.  president  and 
lii'ector.  "I've  got  a  simple  point  of  view  on  gover- 
'jes  it  work?  If  it  does,  why  fool  around  with  it?" 


Yet  governance  advocates  argue  that  to  judge  a  company 
only  by  its  stock  performance  is  shortsighted  in  the  extreme. 
"Too  many  boards  fail  to  pay  attention  to  good-govemance 
practices  until  times  get  really  tough,"  says  William  D.  Crist, 
president  of  the  board  of  CalPERS.  "But  it's  a  little  like 
bi-ushing  your  teeth.  If  you  brush  them  all  along,  you'll  prob- 
ably have  fewer  cavities." 

Indeed,  the  operative  words  in  governance  today  may 
well  be  preventive  maintenance.  After  a  decade  in  which 
one  seemingly  strong  company  after  another  stumbled — Gen- 
eral Motors,  American  Express,  Sears  Roebuck,  Archer 


THE  WORST  BOARDS  OF  DIRECTORS 


OVERALL 
SCORE 

10.3 
10.9  - 
15.4 

^  16.8  - 
21.1 
22.0 
22.7 
24.0 
27.2 
28.3 
27.6 
29.4 
30.2 
32.1 
33.5 
33.6 
35.4 
35.7 
35.7 
36.9 
38.4 
39.1 
39.8 
44.3 
46.2 

from  an 


SURVEY  ANALYSIS 
SCORE  SCORE 

1.8  8.5 
-16.6  27.5 
-1.1  16.5 
-12.2  29.0 

1.6  19.5 
5.0  17.0 

1.7  21.0 
-1.5  25.5 

4.2  23.0 

4.3  24.5 

1.6  26.0 
-1.6  31.0 

1.7  28.5 
1.6  30.5 
4.0  29.5 

3.6  30.5 

1.9  33.5 

3.7  32.0 

6.2  29.5 
10.9  26.0 

5.9  32.5 

2.6  36.5 

3.3  36.5 
5.3  39.0 

4.7  41.5 

analysis  of  the 


BOARD  PERFORMANCE  POLL 

SHAREHOLDER  BOARD  BOARD  CORPORATE 
ACCOUNTABILITY  DUALITY    INDEPENDENCE  PERFORMANCE 


GOVERNANCE 

SHAREHOLDER 
ACCOUNTABILITY 


GUIDELINE  ANALYSIS 

BOARD  BOARD 
QUALITY  INDEPENDENCE 


Investors  decry  board  for  conflicts; 
many  directors  own  little  if  any  stock 

Investors  scorn  board  for  failing  to 
control  succession,  not  ousting  CEO 

tongtime  CEO  dominates  insider-filled 
board;  resists  investor  calls  for  change 

Board  changes  fail  to  satisfy  investors, 
who  say  directors  still  lack  independence 

Investors  disenchanted  with  performance; 
weakest  attendance  record  of  any  board 

Board  loaded  with  insiders;  lacks  an 
outsider  with  retail  expertise  or  CEO 

Board  dominated  by  family  members  and 
insiders;  lacks  nominating  panel 

Investors  outraged  over  $95  million 
payout  to  CEO  by  cozy,  aging  board 

Board  has  three  consultants  and  a 
lawyer  who  do  business  with  company 

Tiny  board  with  little  business 
experience  dominated  by  CEO 

Investors  angry  over  lack  of  board 
oversight;  overextended  directors 

Investors  unhappy  over  poor 
corporate  performance  of  card  company 

Board's  compensation  panel  met  36  times 
just  to  iron  out  CEO's  rich  pay  package 

Investors  blast  board  for  trying  to 
prevent  a  vote  on  takeover 

Many  directors  sit  on  too  many  boards; 
investors  unhappy  with  performance 

Changing  governance  practices  fail  to 
allay  concerns  over  board  independence 

Fight  over  poison  pill  leaves  bad  taste 
in  mouths  of  investors 

Investors  unhappy  with  lagging  returns; 
fault  board  for  lack  of  oversight 

Many  directors  are  overextended,  while 
investors  are  impatient  with  results 

Directors  severely  underinvested  in 
company  troubled  by  discrimination  charges 

tagging  performance  has  investors 
frustrated;  directors  still  get  pensions 

Three  directors  own  little  stock; 
investors  want  better  results 

Overhaul  of  board  by  Steve  Jobs  isn't 
enough  to  sway  disappointed  investors 

Many  directors  sit  on  too  many  boards; 
board  ditched  director  pensions  last  year 

Investors  unhappy  with  continued  poor 
performance;  proxy  fight  led  to  changes 

makeup  of  eacfi  board.  For  eacti  individual  category,  tfie  maximum  score  is  10. 
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m'Emd:  To  hetler alisn  their 
interests  with  shareholders, 
directors  should  own  stock 


Daniels  Midland,  along 
with  the  recent  troubles 
of  Columbia/HCA,  are  just 
the  most  obvious  exam- 
ples— govei'nance  experts 
are  now  focused  on  stop- 
ping corporate  downfalls 
before  they  happen. 

Certainly,  no  one  can 
guarantee  that  strict 
guidelines  will  head  off 
disaster.  But  one  thing  is 
sure:  A  proactive  board 
of  independent  directors 
with  their  own  shares  on 
the  line  is  more  likely  to 
spot  a  problem  in  advance — and  swiftly  head  it  off — than  a 
pack  of  management  loyalists.  Moreover,  good  governance 
appears  to  pay  off.  The  best  25  boards  in  business  week's 
1997  ranking  boasted  annual  total  shareholder  returns  of 
27.6%  over  the  past  five  years,  far  outpacing  the  annual 
gains  of  19.8%  for  the  Standard  &  Poor's   500-stock  index, 

while  the  25  worst 
boards  earned  average 
annual  returns  of 
only  5.9%. 

So  which  boards  are  best  positioned  to  weather  stomis  and 
which  likely  to  get  soaked?  To  answer  that,  business  week 
surveyed  421  of  the  nation's  largest  pension  fimds  and  mon- 
ey managers,  as  well  as  authorities  on  directors  and  boai'ds 
(page  98).  They  were  asked  to  identify  corporations  with 
the  most  and  least  effective  boards  and  to  grade  them  on  a 
scale  of  zero  (poor)  to  10  (excellent)  in  four  broad  categories: 
accountability  to  shareholders,  quality  of  directors,  indepen- 
dence, and  coipoi'ate  perfonnance.  A  total  of  103  replied,  a  re- 
s|)onse  rate  of  24.5%-.  Tlie 
responding  money  man- 
agers and  funds  manage 
more  than  $2  trillion  in 
equity  assets. 

The  224  companies 
they  selected  were  then 
put  through  another 
round  of  scratiny.  Their 
boards  were  measured 
against  a  set  of  specific 
guidehnes  that  have  won 
bi'oad  acceptance  among 
many  chief  executives,  di- 
rectors, and  governance 
gums.  Boai'ds  won  points 
if  they  met  the  criteria 
and  lost  points  if  they 
didn't.  In  judging  inde- 
pendence, for  example,  a 
'u(/a'-(l  aced  the  test  if  it 
had  no  more  than  two  in- 
side fiirectors;  only  out- 
sidpi->;  on  its  audit,  nomi- 
nating, and  compensation 
committees;  no  outside 


|8s;;st 


mmmw 
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board  members  whii 
rectly  or  indirectly 
consulting,  legal,  or 
fees  from  the  comp 
annual  boardroom 
sions  without  the 
present;  and  no  ir 
locking  directorships 

But  are  those 
right  questions  to 


Eisner,  for  one,  do( 
think  so.  After  all 
asks,  what's  wrong  I'lSi'f^ 
the  board  of  a  com 
that  in  the  past  10  y 
has  delivei'ed  annua 
turns  to  shareholdei 
excess  of  20%? 

Plenty,  say  inves 
who  increasingly  see 
Disney    board  as 
anachi'onism.  Ajnong 
ney's  16  directors 
Eisner's  personal  a1 
ney — who  for  several  years  was  chaimnan  of  the  comp: 
compensation  committee — and  an  architect  who  desij 
Eisner's  Aspen  home  and  his  parents'  apartment.  Joi 
them  are  the  principal  of  an  elementary  school  once  attei 
by  his  children  and  the  president  of  a  university  to  which 
ner  has  donated  $1  million.  The  board  also  includes  the  ; 
Sidney  Poitier,  seven  cuiTent  and  former  Disney  executftrate  p 
and  an  attorney  who  does  business  with  Disney.  More( 
most  of  the  outside  directors  own  little  or  no  Disney  stock 
is  an  egi'egiously  bad  board — a  train  wi-eck  waiting  to 
pen,"  warns  Michael  L.  Useem,  a  management  pi"ofessc§iBStMi 
the  University  of  Pennsylvania's  Wharton  School 

He  and  other  critics  think  Eisner  should  push  his  fn 
and  colleagues  off  the  boai'd  and  recmit  more  directors 
are  free  of  any  links  to  Disney.  Yet  Eisner  vigorously  def 
his  board  as  a  vital  assembly  of  tough,  savvy,  and  indepen 
advisers  for  a  unique  entertainment  corporation.  "I  wou 
suggest  this  board  for  a  U.  S.  Steel,"  he  says,  "but  if  youPcAffiS! 
building  theme  parks,  creating  Broadway  shows,  and 

eating  children,  woul 
you  want  a  priesi  .'lierfc 


teacher;  an  architect, 
an  actor  on  your*  boa 
As  for  the  direct 
independence,  Eisnei 
sists  that  "if  we  sta 
to  fail,  and  I  stailec 
do  irresponsible  thi 
the  boarxl  would  get 
of  me."  Still,  the  criti< 
is  having  some  efl 
Since  Febi'uary's  an 
meeting,  Eisner'  has 
en  his  per'sonal  attor 
Irwin  E.  Russell 
the  boar'd's  compensa 
committee  and  insts 


CLUBBY:  A  boardroon 
is  m  place for 
the  buddy  system 
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ad  Thomas  S.  Murphy,  former  ceo  of  Capital 

Inc.,  which  Disney  bought  in  1995. 
also  plans  to  move  toward  annual  elections  of  the 

by  1999  and  has  asked  outside  directors  to  reach 
pockets  to  invest  in  Disney  stock.  As  recently  as 
hs  ago,  eight  of  Disney's  16  directors  owned  few  if 
s.  Perhaps  more  significant,  though,  is  what  Eisner 
g:  He  has  no  major  plans  to  change  the  board's 
lip  or  cut  back  on  directors  with  ties  to  himself 

A^hy  some  critics  say  the  changes,  while  welcome, 
y  token.  Gary  L.  Wilson,  Disney's  former  chief  fi- 
ficer  and  a  company  director  for  12  years,  for  ex- 


ample, had  no  company  stock  until  September,  when  he  pur- 
chased only  1,000  shares— for  about  .$78,000.  Yet  Wilson,  who 
declined  comment,  has  a  net  worth  exceeding  half  a  billidh 
dollars.  "I  don't  think  owning  more  shares  of  stock  would 
make  Gary  more  or  less  independent,"  says  Eisner.  "He's 
already  as  tough  and  as  smart  as  they  come." 

Battered  by  investor  criticism,  many  of  the  other  boards 
featiu-ed  on  last  year's  worst  list  are  also  trying  to  shape  up. 
AT&T,  Dow  Jones,  and  Waste  Management  brought  on  new, 
more  respected  directors.  Apple  Computer  overhauled  its 
much-criticized  board,  adm.  Champion  International,  and 
Fleming  embraced  more  liberal  governance  guidelines.  "For 
any  company  that  hasn't  done  well,  one  of  the  solutions 


COMMENTARY 


By  John  A.  Byrne 

AT&T:  HOW  TO  TURN  A  DUD  INTO  A  DYNAMO 


len  David  W.  Johnson  arrived 
it  Campbell  Soup  Co.  as  ceo 
seven  years  ago,  he  knew  that 
ig  board  could  greatly  aid  his 

to  turn  around  the  sleepy 
ly.  He  was  right, 
er  Johnson's  leadership,  Camp- 
came  a  luminous  perforaier 
)ioneer  in  enlightened 
ite  governance.  He  re- 
more  independent  di- 

and  empowered  the 
;o  take  a  prominent 
strategy  and  succes- 
)hnson  was  so  right,  in 
at  C.  Michael  Arm- 

at&t's  new  chairman 
0,  would  do  well  to 
own  the  road  to  Camp- 
eadquarters  for  a  chat. 
VRES?  Armstrong  in- 
a  board  of  directors 
LS  little,  if  any,  credibili- 
ler  former  ChaiiTnan 

E.  Allen,  the  board  FIRST 
dely  seen  as  an  ineffec- 
)zy  club  better  suited  for  the 

past.  Four  out  of  eveiy  10  of 
ney  managers  and  governance 
who  responded  to  business 

poll  singled  out  the  AT&T 
is  among  the  worst  in  Coi-po- 
merica.  No  other  board  got  as 
legative  votes.  "At  at&t,  di- 

have  gone  from  one  disaster 
:her,  and  they  just  don't  seem 
,"  says  Nell  Minow,  a  principal 
stment  fund  Lens  Inc. 
)ugh  a  series  of  strategic  mis- 
armful  acquisitions,  and  a 
ig  succession  fiasco,  this  board 
:o  exercise  effective  control 
Jlen.  Its  deference  to  the  pow- 
EO  has  been  veiy  costly:  at&t 
^ked  up  one  write-off  after  an- 
and  its  shareholders  lost  out 

biggest  bull  market  ever. 


To  rebuild  credibihty,  AiTnstrong 
sorely  needs  to  overhaul  his  board 
and  make  it  into  a  proactive,  inde- 
pendent partner  in  his  turnaround 
effort.  Luckily,  investor  pressiu'e  al- 
ready has  started  the  process.  With- 
in the  past  two  years,  at&t  has 
turned  over  a  third  of  its  outside  di- 


STEP:  CEO  Armstrong  must  clean  hou 


director  George  M.  C.  Fisher,  Kodak's 
CEO,  who  bought  nearly  5,000  shares 
a  month  before  coming  aboard. 

Armstrong  shouldn't  stop  with  this 
group,  however.  Director  Walter  Y. 
Ehsha's  public  statement  that  ex- 
President  John  Walter  lacked  the 
"intellectual  leadership"  to  head  at&t 
was  a  big  eiTor  in  judgment. 
Even  if  the  comment  is  tine, 
it  was  Ehsha  and  his  col- 
leagues who  mbber-stamped 
Allen's  choice  to  begin  with — 
after  making  what  many  view 
as  the  blunder  of  not  inter- 
viewing any  other  candidate 
for  the  job. 

CANDOR.  Once  Armstrong 
cleans  house,  he  needs  to  set 
up  a  governance  committee 
and  formal  measures  to  make 
sure  the  board  will  work  hard 
for  shareholders,  at&t  must 
abolish  all  benefits  progi'ams 
se  for  directors  and  pay  them  in 

stock.  It  also  should  set  sub- 


rectors.  The  newbies — the  CEOs  of 
Eastman  Kodak,  Johnson  &  Johnson, 
Chevron,  and  Caterpillar — are  re- 
spected leaders  with  the  savvy  and 
toughness  to  speak  up. 

There's  still  a  need,  however,  to 
pump  more  fi-esh  blood  into  this  12- 
member  board.  Annstrong  should 
stall  by  getting  rid  of  four  directors 
who  collectively  own  just  10,088 
shares  of  at&t  stock — much  of  it  giv- 
en to  them  by  at&t — even  though 
they  have  accumulated  a  total  of  50 
years  on  the  board.  Former  CBS  ceo 
Thomas  H.  Wyman,  Columbia  Uni- 
versity ex-President  Michael  I. 
Sovern,  and  consultants  Donald  F. 
McHenry  and  Kathryn  Eickhoff  have 
never  made  a  substantial  economic 
commitment  to  at&t  or  its  shai-ehold- 
ers.  That's  in  stark  contrast  to  new 


stantial  stock-ownership  tai-gets. 

AT&T's  board,  moreover,  needs  a 
formal  process  of  evaluating  its  own 
effectiveness  and  that  of  individual 
directors.  To  help  Armstrong  do  the 
job  he's  capable  of,  all  outside  direc- 
tors should  meet  once  a  year  without 
him,  spurring  them  to  evaluate  his 
progi'ess  candidly — and  offer  fi'ank 
criticism  if  something  goes  awry. 

Finally,  Ai'mstrong  needs  to  em- 
ploy his  du'ectors  in  efforts  to  re- 
build the  company's  reputation  with 
investors.  Independent  board  mem- 
bers should  embark  on  visits  with 
him  to  AT&T's  major  institutional  in- 
vestors, if  only  to  promise  that  they 
now  clearly  have  the  shareholders' 
interests  at  heart.  It's  the  kind  of  ad- 
vice Amistrong  would  Ukely  hear 
from  Johnson  at  Campbell. 


starts  with  the  board," 
says  Robert  S.  Miller, 
interim  ceo  of  belea- 
guered Waste  Manage- 
ment. Aside  from 
bringing  in  new  blood. 
Miller  has  overhauled 
the  audit  panel  and  re- 
placed ex-executives 
with  outsiders  on  key 
board  committees. 

ADM,  last  year's 
worst  board,  reci'uited 
new  directors  and 
agreed  to  have  a 
corporate-governance 
committee  of  outsiders 
rule  on  whether  busi- 
ness ties  between  di- 
rectors and  the  com- 
pany should  disqualify 
them  as  board  mem- 
bers. But  investors  ai'e 
far  from  satisfied. 
"They  have  taken 
some  positive  steps," 
says  Ann  Yerger,  di- 
rector of  research  for  the  Council  of  Institutional  Investors. 
"But  they  are  baby  ones.  The  board  is  still  heavily  weighted 
with  non-independents." 

Elsewhere,  Robert  E.  Stauth,  ceo  of  $16.5  bilHon  food 
wholesaler  Fleming,  got  a  performance  evaluation  by  the 

  outside  directors 

on  his  compensa- 
tion committee 
earlier  this  year, 
for  the  fb"st  time  ever.  Stauth  has  now  become  a  convert; 
soon,  individual  directors  wall  also  undergo  similar  evaluations. 
"People  are  fighting  something  that  could  be  a  real  positive 
tool,"  he  says. 

Increasingly,  such  good-governance  practices  are  becoming 
the  ])reventive  medicine  a  corporate  doctor  prescribes  to 


?>ElUmmM:  The  best  boards 
are  instituting  self-evaluation 
and  peer  review 


forestall  disaster, 
board  waits  yea 
coiTect  a  major 
lem,  that  delay 
tracts  shareholde 
ue  that  may  nev 
recovered,"  says 
jamin  M.  Rosen, 
paq  Computer's 
executive  chauTH 
was  Rosen  wh 
years  ago  spun 
board  decision  tc 
the  company's  ci 
ter  a  single 
quarter  because 
major  sti'ategy  dii 
Since  then,  Coni 
mai'ket  value  has 
twentyfold. 
Perhaps  nov\ 
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was  that  view  borne  out  more  clearly  this 
than  in  the  board  breakdown  that  allowed 
to  stumble  so  badly.  Governance  experts 
that  AT&T's  board  should  have  stepped  in 

  forcefully  as  ex-Chairman  Allen's  tenure 

awry.  Even  after  the  company  made  bad 
sitions,  lost  significant  market  share,  and  repeatedly  ti 
in  disappointing  earnings,  the  board  allowed  Allen  to  C( 
the  search  that  resulted  in  the  selection  of  President 
Walter.  When  the  board  backed  Allen's  recommendati 
July  that  Walter  not  be  given  the  top  job,  the  spv 
successor  resigned.  Only  then  did  the  board's  outsic  "'^j^^' 
rectors  take  control,  recruiting  Hughes  Electronics  ci  '^^^^'^^ 
Michael  Armstrong. 

It  was  a  monumental  miscue  and  humiliating  public  I  ^'f" 
in  what  not  to  do  if  you  are  a  dii'ector  on  a  board.  "Yoij 
not  leave  it  up  to  the  chair-man  to  pick  the  successor," 
Newton  N.  Minow,  a  former  member  of  the  Federal 
munications  Commission  who  sits  on  the  boards  of  Sara 
Manpower,  and  Aon.  "The  two  most  important  events 
board  are  picking  a  new  chainnan  or  ceo  and  figiuinff?™' 


.;■  inar.; 

:ha- 

f  oil 
:Ee  pas 
all  five 


lor  oiB' 

Alslli 

\m'  CO 
from 


A  VICE-PRESIDENT  FOR  WHAT? 


Terence  J.  Gallagher  often  gets 
stares  when  he  tells  people  his  title 
at  Pfizer  Inc.  "People  are  almost 
always  surprised,"  he  says.  "They've 
never  heard  anything  like  it." 

Gallagher  may  be  the  world's  only 
vice-president  for  corporate  governance. 
Most  companies  hand  over  such  duties 
to  their  general  counsels,  who  serve  as 
the  haison  between  the  board  and  se- 
nior management.  But  when  William  C. 
Steere  Jr.  became  chaii-man  five  years 
ago,  he  wanted  Pfizer  to  help  shape  the 
then-emerging  debate  over  governance. 

Enter  Gallagher,  a  32-year  Pfizer  vet- 
eran who  had  been  assistant  vice-presi- 
dent lor  administration.  Since  1992,  the 
soft-spoken  lawyer  has  helped  the  com- 
j)any  build  a  reputation  as  a  governance 
stalwart.  Ironically,  he  has  done  so  even 


Terence  Gallagher 
helped  Pfizer  build 
a  reputation  as  a 
governance  stalwart 


as  the  company  toes  a  moderate  line  on 
board  issues.  "At  Pfizer,  governance  has 
not  been  a  revolution.  It  has  been  an 
evolution,"  says  Robert  W.  Lear,  a  con- 
sultant and  executive-in-residence  at 
Columbia  University's  business  school. 

Pfizer's  carefully  cultivated  reputa- 
tion enabled  Gallagher  to  pull  off  the 
near-impossible  earlier  this  year:  He 
persuaded  the  countiy's  most  activist 


investors — from  the  New  Yor 
Teachers'  Retirement  Fund  tc 
CREF — to  swallow  its  renewal 
son  pill.  To  most  stockholders 
vices  are  anathema,  since  the; 
management.  Poison  pills  usui 
a  call  for  a  shareholder  vote. 

Pfizer,  however,  avoided  a 
its  poison  pill,  largely  through 
Gallagher  created.  He  talked 
into  accepting  the  pill  by  ensi 
would  be  reviewed  every  thre 
by  the  independent  directors, 
sell  out  too  easily,  but  I  judge 
reach  effort  to  be  serious,"  sa; 
Lukomnik,  deputy  controller  f 
York  City  pensions.  "We  have 
agi-eed  on  things,  but  they  ha 
out  front  in  examining  govern 

So  what  does  a  corporate-g 
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1 

do  when  the 
1  trouble."  An 
[esperson  said 
Dany's  direc- 
ned  comment. 

could  AT&T's 

— who  have 
some  of  the 
minent  exec- 
business — fail 
)re  decisively 
ckly?  Some 
it  had  to  do 
6  extended 
f  many  AT&T 
Although  the 
has  gained 
w  outsiders 
e   past  two 
1  five  of  the 
I  independent 
have  served  on  the  board  for  a 
more.  "Board  culture  has  changed 
ally  in  the  past  10  years,  from  a 
dance  card  to  an  active,  working 

1,"  says  Charles  M.  Elson,  a  director   

im  Corp.  and  a  governance  advocate, 
the  directors  at  at&t  came  of  age  when  boards 
;an  that  much:  Your  friend  puts  you  on  the  board, 
protect  him." 

rong,  on  the  job  only  three  weeks,  refused  to  com- 
the  company's  past.  In  a  statement  to  business 

)wever,  he  noted  that  half  the  board's  membership 

^ed  in  the  past  two  years  (page  95).  "Make  no  mis- 

ut  it,"  adds  Armstrong,  "the  at&t  board  and  its 

rman  are  focused  firmly  on  the  future  and  creating 

r  our  shareholders." 

T  will  now  pay  half  of 

;'    compensation  in 
from  only  15%  now. 

;ssures  for  boardroom 

row  stronger,  though. 


BLINDING  LUXURY: 
Lavish  pay  and  perks  make 
the  board  feel  beholden  to  the  CEO 


ler  started  by  help- 
:ecutive  compensa- 
ay  to  performance. 
;ted  the  board  in  cre- 
lance  committee  and 
larter  that  empow- 
1 — instead  of  the 
miend  new  board 
also  helped  to  draft  a 
mce  principles  and 
ts  vdth  shareholders, 
year,  Gallagher  visit- 
D  Pfizer  institutional 
earned  that  some  of 
much  interested  in 
emance,"  he  says.  "They 
out  it  unless  we  failed  to 
:om  line  next  quarter." 
re  important,  however, 
rs — who  had  scant  contact 
agement  of  the  companies 
)lios — were  suddenly  being 
lUagher.  "This  is  a  compa- 
een  very  attentive  to 


NEAT  FEAT:  Gallagher  got  a  poison  pill  O.K. 


shareholders,"  says  B.  Kenneth  West, 
the  head  of  governance  at  tiaa-cref. 

As  boards  go,  Pfizer's  is  good.  CEO 
Steere  and  two  other  insiders  do  not  sit 
on  the  audit,  compensation,  or  gover- 
nance committees.  And  once  a  year,  the 
outsiders  meet  without  Steele  to  discuss 
his  performance  and  other  matters.  Pfiz- 
er also  ditched  director  pensions  in  1995. 


some  executives  warn 
that  the  pendulum  is 
starting  to  swing  too 
far.  They  see  boards 
overcorrecting  for  the 
years  when  most 
merely  rubber-stamped 
the  chief  executive's 
wishes.  And  they  fear 
that  the  cun-ent  spot- 
light on  boards  will 
lead  to  unfair  criticism 
of  directors,  making 
them  more  hesitant  to 
take  strategic  risks. 
"Sometimes,  it's  not 
the  boai'd's  fault"  when 
things  go  wi'ong,  says 
Walter  V.  Shipley,  ceo 
of  Chase  Manhattan 
Bank  and  chairman  of 
the  Business  Round- 
table's  panel  on  cor- 
porate governance.  "It 
can  be  an  honest 
strategic  mistake  that 
has  nothing  to  do 
with  the  foiTn  or  substance  of  governance." 

Despite  the  doubters,  the  best  boai'ds  continue  to  raise  the 
bar,  convinced  that  a  stronger  board  can  only  help  improve 
competitiveness.  Last  June,  Campbells  directors  added  yet 
another  new  wTinkle  to  their  already  stringent  governance 
standards.  Each  director  began  to  evaluate  his  or  her  indi- 
vidual perfomiance  annually.  Eveiy  board  member  completed 
a  fornial  self-evaluation,  assessing  how  well  he  or  she  was  do- 
ing on  attributes  ranging  from  preparation  for  meetings  to 
participation  and  input. 

The  exercise  revealed  that  directors 
believed  they  needed  more  knowhow 
in  consumer  marketing  and  a  gi'eater 
understanding  of  the  bench  strength 
below  the  senior  executive  team.  The 


But  if  those  moves  put  it  ahead 
of  many,  Pfizer  is  hardly  pushing 
the  envelope.  Among  other  things, 
Pfizer  doesn't  let  shareholders  vote 
each  year  for  all  directors.  It  does 
not  do  performance  evaluations  of 
either  the  board  or  individual  direc- 
tors, and  it  has  no  mandatory  share 
ownership  rules.  Moreover,  among 
his  four  directorships,  Steere  serves 
on  the  board  of  Minerals  Technolo- 
gies Inc.,  whose  CEO  also  sits  on 
Pfizer's  board. 

Such  relationships  would  be 
prohibited  at  governance  leaders 
like  Campbell  Soup,  Compaq,  and 
Chrysler.  Gallagher's  answer  to  this 
charge:  "You  can  have  a  good  corpo- 
rate-governance program  without  go- 
ing as  far  as  Campbell  or  Compaq." 
Gallagher's  unique  title  notwithstand- 
ing, Pfizer  remains  firmly  in  the  mid- 
dle of  the  pack. 

By  John  A.  Byrne  in  New  York 


upshot:  As  many  as  a  dozen  managere  the  directors  rai'ely  see 
will  have  dinner  with  board  members  and  on  the  following 
day  make  presentations  to  them.  And  next  year,  Campbell 
will  begin  full  peer  review  of  each  director. 

For  many  of  the  best-governed  corporations,  such  self- 
evaluations  are  fast  becoming  a  key  tool  for  improving  board- 
room dialogue.  Last  year,  Compaq's  governance  committee 

also  began  evaluating 
the  effectiveness  of  its 
board  and  individual 
directors.  As  a  result, 
Compaq  increased  the  frequency  and  length  of  strategic  busi- 
ness presentations  to  the  board  and  has  begun  delivering  the 
materials  for  board  meetings  to  directors  earlier,  via  CD- 
ROM.  The  time  devoted  to  discussion  at  boardroom  sessions 
has  also  been  upped. 

To  directors  at  top-ranked  boards,  such  ongoing  refine- 
ments are  crucial  to  ensuring  that  every  member  of  the 
board  is  an  active  participant.  Size  matters,  too:  At  Compaq, 
enlarging  the  board  beyond  its  current  11  directors  is  a  non- 
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starter.  "Once  you  get  much  over  double  digits,  the  dynrw 
changes,"  says  Kenneth  Roman,  who  chairs  Compaq's  g(^ 
nance  committee.  "It  becomes  more  of  a  Japanese  tea  'jl' 
mony;  it  is  programmed  and  rehearsed.  In  our  board  n!a^ 
ings,  we  are  grappling  with  the  issues.  It's  very  informal 
it's  very  interactive." 

A  lesson  here  for  Eisner?  Perhaps.  On  Nov.  21,  the 
gathered  Disney's  16-member  board  for  a  four-day  retre 
Orlando  that  featured  presentations  from  nearly  two  dozL 
its  top  execs.  Joining  the  directors  were  what  Eisner  cal 
officio  board  members — investors  Warren  E.  Buffett  anc^l 
Bass,  who  own  large  stakes  in  Disney — to  bring  the  groi|| 
18.  "You  have  a  pretty  large  shareholder  representation  th 
making  sui'e  we  do  it  as  good  as  we  can,"  insists  Eisner 
hasn't  satisfied  critics  who  think  a  smaller  board  with  fewe: 
to  Eisner  would  do  better  at  reigning  in  the  company' 
cesses.  Strong  stock  or  no,  the  board  vwll  likely  remai 
facet  of  Eisner's  performance  that  continues  to  draw  boi 

By  John  A.  Byrne  in  New  York,  with  Ronald  Grovi 
Los  Angeles  and  Richard  A.  Melcher  in  Chicago 


THE  RESEARCH  BEHIND  THE  RANKINGS 


Judging  a  board's  effectiveness  is 
no  Cakewalk.  From  the  outside, 
it's  impossible  to  tell  what  kinds 
of  questions  directors  are  asking 
about  a  company's  strategy,  succes- 
sion, or  governance  decisions.  Nor 
can  investors  know  how  beholden 
directors  might  be  to  the  boss  sitting 
at  the  head  of  the  table. 

So  how  did  business  week  rate 
the  best  and  worst  boards?  We  gath- 
ered the  views  of  the  nation's  largest 
pension  funds,  money  managers,  and 
experts  on  corporate  governance. 
Then  we  measured  each  board's  inde- 
pendence, quality,  and  accountability 
to  shareholders  by  studying  its  com- 
position, directors'  stock  ownership, 
attendance  records,  and  other  criteria. 
■  Board  Performance  Poll.  Louis  Harris 
&  Associates,  the  well-known  pollster, 
mailed  a  questionnaire  to  371  of  the 
largest  money-management  lirms  and 
corporate,  public,  and  union  pension 
funds.  In  addition,  it  surveyed  50  of 
the  nation's  leading  governance  ex- 
perts, including  academics,  attorneys, 
and  acti\ists.  Of  421  surveys  sent  out, 
103  were  answered — a  response  rate 
of  24.5%.  The  responding  money  man- 
agers and  funds  manage  more  than  $2 
trillion  in  equity. 

The  survey  asked  respondents  to 
identify  public  corporations  with  the 
most  and  least  effective  boards.  The 
company  cited  most  often  for  having 
an  effective  board  got  25  points;  the 
company  most  cited  for  an  ineffective 
board  got  -25.  Then  respondents 
were  asked  to  grade  the  boards  on  a 
scale  of  0  (poor)  to  10  (excellent)  in 
four  categories:  shareholder  account- 


Respondents  to 
BUSINESS  week's  suTvey 
manage  more  than 
$2  trillion  in  equity 


abiUty,  quality  of  directors,  indepen- 
dence, and  corporate  performance. 
■  Governance  Guideline  Analysis.  The 

224  companies  singled  out  as  having 
either  the  most  or  least  effective 
boards  then  got  another  round  of 
scrutiny,  business  week  measured 
their  boards  against  a  set  of  guide- 
lines, or  "best  practices,"  commonly 
articulated  by  governance  experts. 
For  boardroom  data,  we  examined 
companies'  latest  proxy  statements. 
Points  were  awarded  to  boards  and 
directors  who  met  the  criteria.  Points 
were  subtracted  when  boards  and  di- 
rectors fell  below  the  standards. 

To  judge  independence,  a  board 
scored  points  if  it  has  no  more  than 
two  inside  directors;  no  insiders  on  its 
audit,  nominating,  and  compensation 
committees;  no  outside  members  who 
directly  or  indirectly  draw  consulting, 
legal,  or  other  fees  from  the  company; 
and  no  interlocking  directorships  (CEOs 
who  sit  on  each  other's  boards).  If  out- 
side directors  meet  regularly  vdthout 
the  CEO,  a  board  got  extra  points. 

To  assess  accountability  to  share- 
holders, a  company  scored  points 
when  all  of  its  directors  own  a  mini- 
mum of  $100,000  of  stock.  That  helps 
align  their  interests  with  those  of  in- 


vestors. More  points  were  awarded 
a  company  does  not  offer  pension 
benefits  to  its  directors — a  benefit 
many  believe  makes  directors  less 
likely  to  challenge  the  ceo — and  if  tl 
board  stands  for  election  every  year. 
Boards  that  fail  to  evaluate  their  pel 
formance  also  lost  points. 

To  measure  director  quality,  a  con; 
pany  was  awarded  points  if  its  fully 
employed  directors  sit  on  no  more 
than  three  corporate  boards  and  its 
retired  directors  on  no  more  than  sis 
More  points  were  awarded  if  a  boarc 
has  at  least  one  outsider  experienced 
in  the  company's  core  business  and  a 
least  one  CEO  of  a  company  of  similai 
size  or  stature.  Additional  points  wei 
scored  if  all  directors  attend  75%  or 
more  of  meetings  or  if  a  board  has  n- 
more  than  15  directoi*s. 
■  Composite  Ranking.  To  produce  an 
overall  ranking,  the  raw  scores  from 
the  poU  and  the  board  analysis  were 
combined.  A  maximum  of  100  points 
could  be  scored,  half  based  on  the  po 
results  and  half  on  the  analysis  of 
proxy  data. 

Campbell  Soup  Co.'s  board  topped 
the  list  for  the  second  year  in  a  row 
with  87.1  points  overall.  It  garnered 
43.1  points  from  the  Harris  poll  of  in- 
vestors and  board  experts  and  talliedl 
more  votes  for  having  the  best  boardl 
than  any  company  other  than  Genera 
Electric  Co.  and  Coca-Cola  Co.  Its 
scores  for  accountabihty,  quality,  indelfc/ 
pendence,  and  corporate  performance  f 
were  also  among  the  highest.  Then, 
CampbeD  picked  up  44  points  in  the 
analysis  portion  of  the  ranking,  push- 
ing it  to  the  pinnacle  once  again. 
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Run  Windows  Anywhere. 


With  the  Velo  handheld  PC,  carrying  your  work 
around  has  never  been  easier  It  runs  Microsoft 
Windows  CE  and  pocket  versions  of  Word,  Excel 
and  Internet  Explorer  And  with  its  built-in  modem, 
you  have  everything  you  need  to  access  e-mail, 
send  faxes  and  surf  the  Web.  Now  you  can  work 
Hzy  you  work  on  your  office  PC,  no  matter  where  you  happen  to  be. 

e  details  on  the  product  that's  won  awards  from  PC  Magazine  and 
'azine,  call  1-888-FOR-VELO  or  visit  our  Web  site  at  www.velol.com. 
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PHILIPS 


MAGNAVQK 


^    <il  1997  Philips  Electronics  North  America  Corporation  Velo  li  a 
Wj    registered  trademark  of  Philips  Elearomcs.  All  other  names  are  either 
registered  trademarks  or  trademarks  of  their  respecave  owners 
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Activists  are  singling  or\ 
individual  hoard  membek 
who  dont  measure  up , 


HOT  SEAT 

It  was  hardly  the  time  for  the  du-ectors  to  miss  a  bunch  of 
board  meetings.  The  company's  performance  was  lag- 
ging. A  couple  of  disaffected  family  stockholders  was 
prodding  management  to  put  more  independent  direc- 
tors on  the  board.  And  two  activist  investors  were  about 
to  buy  stakes  and  press  the  company  to  dump  its  money-los- 
ing data-services  unit. 

Yet  as  those  events  unfolded,  tlii'ee  directors  of  Dow  Jones 
&  Co.  missed  40%  or  more  of  their  board  and  committee 
^^^^^^^^^^^^^^^^^^^^^    meetings   last  year. 
^SSH|RVfVn^illi^^^|    Attorney  Vernon  E. 
SJ^^^SU^^^^^S^^^^^^H    Jordan  Jr,  who  sits  on 

10  boards,  and  Martha 
S.  Robes,  a  member  of  the  Bancroft  family,  which  controls 
Dow  Jones,  failed  to  show  up  at  40%  of  the  sessions.  David 
K.  P.  Li,  chief  executive  of  Bank  of  East  Asia  Ltd.,  missed 
45%'  of  the  11  meetings. 

Much  to  Dow  Jones's  chagiin.  Institutional  Shareholder 
Sei"vices  (iss)  then  began  ui-ging  its  cUents — many  of  them  in- 
vestors in  Dow  Jones — to  withliold  theii'  votes  for  Li,  the  only 
one  of  the  three  up  for  reelection.  The 
reason:  He  and  his  fellow  directors  flunked 
the  ciAO  test. 

If  you  haven't  heai'd  the  tenn,  add  it  to 
your  vocabulaiy  fast.  ciAO  stands  for  com- 
mitment, independence,  attendance,  and 
ownership.  And  increasingly,  institutional 
shareholders  and  activi-sts  are  going  tn 
tui-n  up  the  heat  on  individual  directoi  ^ 
who  fail  to  pass  the  test. 

"JUST  VOTE  NO."  Until  recently,  activists  JOHN  KLUGE 
mostly  pressured  boards  of  poorly  per- 
forming companies.  Rarely  did  they  attack  individuals.  But 
that  is  quickly  dianging,  as  investors  realize  that  the  best  way 
to  improve  overall  performance  may  be  to  hold  individual  di- 
rectors more  accountable.  Those  who  sit  on  too  many  boards, 
have  potential  conflicts  of  interest  with  management,  miss  too 
many  boa)-d  nitetings,  or  own  little  or  no  stock  are  suddenly 
as  out  of  fashion  as  the  three-maitini  lunch.  "Some  institutions 


are  beginning  to  use  ,f; 
vote-no  campaigns  again.' i- 
dividual  directors  instef  ■> 
whole  boards,"  says  Pa  t 
S.  McGuiT,,  director  of 
porate  progi'ams  at  iss, 
coined  the  tenn  ciAO. 

Several  public  per 
funds,  including  the  Tt 
ers  Insurance  &  Anr 
Assn.-Coflege  Retirement  Equities  Fund  (tiaa-cref), 
scrutinize  the  composition  of  boards.  The  $205  billion  fund 
world's  largest,  has  begun  using  the  data  to  lobby  cfa 
nudge  aside  undesirable  dii'ectors.  The  afl-cio  pension  f 
plan  to  target  directors  with  potential  conflicts  of  intere 
next  year's  proxy  contests,  urging  "no"  votes  against  thei 
election.  "The  board  is  a  collection  of  individuals  acci 
able  to  shareholders,"  says  Bill  Patterson,  director  ol 
AFL-cio's  office  of  investment.  "Shareholders  have  the  rig 

engage  individu;! 
rectors  about 
they  execute  t? 
duties."  ^ 

Directors 
companies  say 
such  campaigns 
unfair.  They  a: 
that  you  can't  ah 
measure  the  qu 
of  a  du'ector's  co 
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TOO  MANY  NO-SHOWS? 


DIRECTOR 

BOARD                          MISSED  MEETINGS  IN 

DAVID  K.P.  LI 

Dow  Jones,  Westinghouse 

45%,  4 

GARETH  CHANG 

Mallinckrodt 

44%  ' 

VERNON  E.  JORDAN  JR. 

Dow  Jones 

40%  ' 

JAMES  A.  MIDDLETON 

Arco  Chemical 

31% 

JOHN  D.  ONG 

Ameritech 

31% 

DONALD  FLYNN 

Waste  Management 

30% 

JILL  BARAD 

Microsoft 

29%  j 

BOONE  POWELL  JR. 

Abbott  Labs 

27%  ' 

JOHN  W.  KLUGE 

Occidental 

25% 

SIDNEY  POITIER 

Disney 

25%  ! 
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TeamSAP.  Because  it's  not  just  what  you  know,  it's  also  who  you  know. 

A  total  enterprise  software  solution  rs  only  as  effective  as  the  suppi)rt  that  comes  with  it.  Kecognizmg  this, 
SAP  has  launched  a  new  initiative  called  TeamSAI-".™  Its  a  coordinated  network  ot  pet)ple,  processes, 
and  products  that  defines  the  comniitment  needed  to  achieve  the  successful  implementation  ot 

software.  With  TeaniSAP,  you  can  be  certain  you'll  get  the  fastest,  most  efficient 
ways  to  create  a  solution  for  your  business.  And,  since  TeamSAP  places  SAi'  in  the  role 
of  coach  throughout  the  life  cycle  of  your  R/3  investment,  you  can  feel  ci)nfident 
knowing  we  will  be  there  to  support  you  every  step  ot  the  way  to  assure 
successful  results.  For  more  information  about  TeamSAP,  visit 


us  at  http://www.sap.com  or  call  1-888 -TeamSAP. 


A  Better  Return  On  Iiitoniiatioii.' 


STRETCHED  TOO  THIN? 


DIRECTOR 

BOARD  SEATS 

ANN  D.  Mclaughlin 

13 

RAYMOND  S.  TROUBH 

13 

FRANK  C.  CARLUCCI 

12 

ALLEN  F.  JACOBSON 

11 

JOHN  L.  CLENOENIN 

10 

WILLIE  D.  OAViS 

10 

VERNON  E.  JORDAN  JR. 

10 

CLAUDINE  B.  MALONE 

9 

JOSEPH  A.  CAUFANO 

8 

CARL  E.  REiCHARDT 

8 

AMONG  DIRECTORSHIPS 

AMR,  GM,  Kellogg,  Union.Camp 
Becton  Dickinson,  Olsen,  Time  Warner 
Ashland  Oil,  Westinghouse,  Quaker  Oats 
3M,  Prudential,  Abbott  Labs,  Mobil 
BellSouth,  Springs  Industries,  Wachovia 
Dow  Chemical,  Johnson  Controls,  Kmart 
Bankers  Trust,  Ryder  Systems,  Sara  Lee 
Dell  Computer,  Hannaford,  The  Limited 
Kmart,  Travelers,  Warnaco 
Columbia/HCA,  Ford  Motor,  ConAgra 


ALLEN  JACOBSON     JOHN  CLENDENIN 
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bution  by  "quantitative  informa- 
tion" lifted  out  of  a  company's 
proxy  statement.  Dow  Jones's  Li, 
who  also  missed  40%  of  his  meet- 
ings as  a  director  of  Westinghouse 
Electric  Coi-p.  last  year,  says  there 
were  extenuating  reasons  for  his 
pool'  attendance.  He  was  a  member 
of  a  150-person  gToup  selected  by 
the  Chinese  government  to  pave 
the  way  for  a  smooth  handover  of 
Hong  Kong.  The  meetings  in  Beijing  "suddenly  clashed  with 
the  board  meetings,"  says  Li,  who  says  he  has  a  perfect 
record  at  Dow  Jones  this  year. 

The  pubUsliing  concem's  dii'ectors,  however,  have  consis- 
tently had  among 
the  worst  attendance 
record  for  boards  in 
America.  In  1995,  four 
directors — including  Li — were  no-shows  for  27%  to  44%-  of 
boai'd  sessions.  In  1993,  Li  missed  29%'  of  the  meetings.  Jordan, 
meantime,  failed  to  show  up  more  than  30%-  of  the  time  in  both 
1994  and  1993.  "A  hard-and-fast  attendance  mle  that  does 
not  take  other  things  into  account  is  a  mistake,"  insists  a 
Dow  Jones  sjx)kesman.  "These  ai'e  ex-traordinaiily  busy  people." 
ON  THE  RUN.  Indeed,  for  virtually  all  du'ectors,  a  board  seat  is 
a  tiny,  part-time  post.  Most  are  fully  employed  elsewhere  in 
highly  demanding  jobs.  William  B.  Harrison  Jr.,  vice-chairman 
of  Chase  Manhattan  Corp.,  missed  29%-  of  the  board  and 
committee  meetings  at  Dillard's  Inc.  last  year  because  he 
was  heavily  occupied  by  ('base's  merger  with  Chemical  Bank- 
ing Corp.  Gareth  C.  Chang  missed  49%-  of 
director  meetings  at  Mallincki'odt  Group 
Inc.  last  year  because  of  "unanticipated 
scheduling  conflicts"  at  Hughes  Electron- 
ics, where  he  is  senior  vice-pi-esident.  "The 
time  pres.sures  are  extraordinary,"  says 
Dennis  C.  Carey,  a  managing  director  at 
search  consultant  SpencerStuart,  which 
says  CEOs  are  turning  down  board  jobs  at 
a  rate  of  8  to  1. 

Still,  no  one  ever  said  that  looking  out 
for  siiareholders  was  supposed  to  be 
easy — and  if  flirectors  can't  make  time  for 
the  mtotings.  many  governance  mavens  are  asking  how  the 
job  will  get  done.  There  has  been  a  flood  of  governance 
guidelines  from  shareholder  activists,  business  groups,  and 
trade  associations.  All  of  them  outline  new  expectations  for  di- 
i'ectors that  virtually  invite  stockholders  to  measure  du'ectors 
by  such  fact  irs  as  attendance  and  share  ownership.  "In- 


ANN 

Mclaughlin 


vestors  don't  have  enough  infomiation  to  jh 
the  qualitative  participation  of  each  directo 
a  board,"  says  McGurn  of  iss.  "Most  bol 
don't  have  meaningful  peer  or  board  eva 
tions.  In  their  absence,  shareholders  are  le| 
judge  a  director  by  the  ciAO  test." 

Ah'eady,  the  Teamstei's  union  fimds  puhlis 
annual  list  of  the  worst  directors  in  Ami 
based  on  such  data.  Fi 
C.  Carlucci,  a  Washinll 
investment  banker  wli 
on  a  dozen  boards,  tot 
this  year's  Teamsters] 
The  Council  of  Instituti 
Investors  (cii)  has  cobl 
together  a  list  of  "dira 
turkeys"  that's  availabll 
the  Web.  The  Web  site! 
board  members  who 
on  more  than  one  un| 
perfoiTning  company. 
Who's  likely  to  feel  the  glare  of  this  hi 
new  spotlight?  Activists  will  have  little  troj 
naming  names.  The  boards  of  many  ofj 
lai'gest  and  most  visible  corporations  boasi 
rectors  who  don't  live  up  to  the  "best  praci 
I^rinciples  being  pushed  by  the  good-goveml 
crowd.  Among  other  things,  those  guide! 
say  that  fully  employed  directors  should  si 
no  more  than  tlii'ee  boai'ds  and  that  they  sh\ 
n't  do  business — either  directly  or  indirectly — with  the 
panies  on  whose  boards  they  sit. 

The  most  obvious  targets  are  dii'ectors  who  serve  oil 
many  boards.  Jordan,  whose  10  board  memberships  ind 
American  Express,  Bankei's  Trust,  J.  C.  Penney,  and  Xerq 
hardly  alone.  Carlucci,  chairman  of  merchant  banking's  Cal 
Group,  sits  on  12  corporate  boards,  including  Ashland! 
Quaker  Oats,  and  Westinghouse.  That  total  does  not  incj 
the  boards  of  Bell  Atlantic  Coi-p.  or  General  Dynamics  C| 

which  he  left 
year.  John  L.  d 
(lenin,  who  just 
er  this  year  steJ 
down  as  chief  ea 
tive  of  Belisd 
Corp.,  finds 
time  to  fill  10  b| 
seats. 

Multiple  board 
ters  Uke  Carluccil 
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THOMAS  WYMAN 


UNDERINVESTED? 


RICHARD 
HACKBORN 


DIRECTOR 

CHARLES  M.  BLAUCK 
REVETA  F.  BOWERS 
RICHARD  HACKBDRN 
CHARLES  E.  YOUNG 
DAVID  M.  ABSHIRE 
GARY  L  WILSON 
AZIZ  D.  SYRIAN! 
WILTON  LOONEY 
GEORGE  0.  NOLLEY 
THOMAS  WYMAN 
*  Does  not  include  stock  options 
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YEARS  ON  BOARD 

SHARES  OWM 

AMD 

10 

Disney 

4 

Microsoft 

3 

Intel 

22 

2or 

Ogden 

10 

28^' 

Disney 

12 

l,00t 

Occidental 

14 

1,45(1 

Rollins 

22 

1,50(.' 

Occidental 

14 

2,28(l!^ 

AT&T 

16 

2,57( 
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WE  MAKE  SURE  99.999%  OF  THE  PIXELS  IN  OUR 
SCREENS  ARE  IN  PERFECT  WORKING  ORDER. 

It's  that  last  .001% 

THAT  KEEP  US  UP  AT  NIGHT. 

You  wouldn't  think  a  few  wayward  pixels  would  be 
anything  to  lose  sleep  over.  After  all,  every  LIfeBook'"  screen 
contains  more  than  half-a-million  of  the  tiny  liquid  crystals. 

But  then,  you  haven't  met  the  folks  in  Fujitsu's  Quality 
Control  Center.  They  scrutinize  every  millimeter  of  every 
screen,  analyzing  six  separate  parameters.  Then,  they  repeat 
the  entire  test. 

The  result?  Text  is  easier  to  read.  Images  are  more  lifelike. 
The  LifeBook  screen  is  sharper,  clearer,  brighter — and  it  stays 
just  as  vivid  for  years  to  come.  Working  on  your  notebook 
becomes  less  of  an  eye  strain.  And  more  of  a  pleasure. 

Our  fanaticism  doesn't  stop  with  the  screen,  either 
We're  just  as  tenacious  when  it  comes  to  keyboards, 
motherboards,  and  all  the  other  components  that  go  into 
our  notebooks.  With  all  that,  it's  surprising  that  we  ever  get 
to  sleep  at  all.  But  when  we  do,  you  can  bet  we  dream  in 
high-resolution  color 


 m 

m 


FOR  MORE  INFO.  CALL  I -888-4-ON-THE-GO,  ext.  GAOI. 

visit  www.fujitsu-pc.com  or  get  a  QuikFacts  fax  @  1-800-936-5209. 

LifeBook,  Fu|itsu  and  the  Fu|ilsu  logo  are  trademarks  of  Fu|Hsu  Ltd  Intel  and  Pentium  are  registered  trademarks  and 
MMX  IS  a  trademark  of  Intel  Corporation  fiicrosofl  and  Windows  are  registered  trademarks  of  Microsoft  CorporaDon. 
All  other  trademarks  are  property  of  their  respective  companies      1997  Fujitsu  PC  Corporation  All  rights  reserved 
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More  and  more  companies  pay  th  eir  directors  partly  or 
completely  in  stock  to  ensure  a  link  with  shareholder  interests 


Special  Report 


Clendenin  are  likely  to  face  increasing  pressure,  much  of  it 
fi'om  their  own  colleagues,  to  cut  their  cominitments.  "This  is 
going  to  be  the  biggest  issue  for-  dii-ectore  since  the  elimination 
of  pensions,"  says  McGurn.  Only  three  years  ago,  roughly 
60%  of  companies  handed  out  pensions  to  dii'ectors.  Today,  be- 
cause of  activists  and 
investors  who  believe 
pensions  discourage  di- 
rectors from  challeng- 
ing management,  that  number  has  di'opped  to  about  15%. 

Stock  ownership  by  directors  also  is  attracting  gi'eater 
scinitiny.  "Self-interest  is  a  gi'eat  motivator,"  says  William  D. 
Ciist,  board  president  of  the  CaUfoiTiia  Pubhc  Employees'  Re- 
tu'ement  System  (CalPERS).  "Historically,  one  of  the  problems 
in  governance  is  the  separation  of  ownership 
and  control.  There  is  an  inevitable  Unk  between 
motivation  and  perfonnance."  Many  boai'ds  seem 
to  agree  with  him.  More  companies  than  ever 
now  pay  directors  paitly  oi'  completely  in  stock 
to  ensure  a  link  with  shareholder  interests. 
HOLDOUTS.  At  some  companies,  stock  ownei'- 
ship  rules  have  prompted  directors  to  reach 
into  their  pockets  to  buy  shares.  In  1993,  Ash- 
land Inc.  set  a  target  that  each  director  should 
own  stock  worth  $150,000  within  five  years. 
In  the  first  year,  the  median  value  of  outside 
directors'  holdings  in  Ashland  grew  from 
$140,000  to  $370,000.  All  told,  outsiders  upped 
their  holdings  from  $4.2  million  to  $7.3  million 
in  one  year. 

Yet  i^lenty  of  directors  don't  ante  up.  On  Oc- 
cidental Petroleum  Corp.'s  board — which  re- 
cently approved  a  $95  mil 


tions  are  fully  disclosed  by  the  companies,  but  critics  s| 
ties  make  Jordan  a  far  less  independent  dii-ector.  "Why 
he  want  to  challenge  the  ceo  if  his  fu-m  could  lose  theil 
ness?"  asks  Charles  M.  Elson,  a  professor  at  wStetson  ll 
sity's  law  school  and  a  director  at  Sunbeam  Coi-]).  ThalT 
the  AFL-cio  is  plotting  a  major  assault  on  such  conflicli 
year.  It  wants  to  boot  directors  off  of  boards  wher 
fii'ms  do  business  with  the  company  or  its  ceo.  "The! 
system  where  dii'ectors  are  held  captives  of  ceos  need| 
exposed,"  says  Patterson.  "If  shai-eholders  know  aboutj 
you  are  halfway  there  in  temis  of  reining  them  in." 

Ti-ouble  is,  current  disclosure  rales  allow  compar| 
liide  such  potential  conflicts  of  interest.  Take  Walt  Disr 
Since  1987,  attorney  Irwin  E.  Russell  has  been  a  dired 


TOO  CLOSE  FOR  COMFORT? 


ALAN  E.  SCHWARTZ 


PETER  J.  SOLOMON 


ROBERT  A.M. STERN 


ROBERT  STERN 


lion  payout  to  the  ceo  to 
cancel  his  existing  contract 
and  replace  it  with  a  new 
one — at  least  two  directors 
own  little  stock.  George  0. 
Nolley,  a  rancher  who  is 
chairman  of  the  board's 
compensation  committee, 
owns  just  2,280  shares, 
while  Aziz  D.  Syriani  owns 
only  1,450  shai'es.  Both  have 
been  directors  for  14  years.  Neither  Nolley  nor 
Syriani  returned  calls  for  comment. 

Even  dii-ectoi's  who  have  helped  create  good- 
governance  guidelines  don't  live  up  to  them. 
Considei'  Thomas  Wyman,  who  last  year  sat  on 
a  National  Association  of  Corporate  Directors' 
panel  that,  among  other  things,  urged  (Urectors 
to  own  "a  substantial  equity  stake"  in  companies 
whose  boards  they  sit  on.  Wyman,  former  CEO 
of  CKS  Inc.,  has  been  on  the  at&t  board  for  16 
yeai's,  yet  owns  only  1,000  shares  of  stock  outright  and  a  fur- 
ther 1,570  in  a  defeired  account  given  to  him  by  AT&T.  He 
(li<ln't  return  phone  calls  for  comment. 

An  even  more  nettlesome  issue  is  potential  conflicts  of  in- 
tei-est.  Vernon  Jordan  not  only  sits  on  a  multitude  of  boards 
but  also  is  a  senior  partner  in  a  law  firm — Akin,  Gump, 
Strauss,  Hauer  &  Feld — that  is  employed  by  many  of  those 
.same  companies,  including  Dow  Jones.  These  business  affilia- 


Jhese  directors  sit  on  the  boards  of  the  following  companies  with  which  their  firms  do  busines^ 

HOWARD  H.  BAKER  JR.   Partner  in  a  law  firm  retained  by  Pennzoil 
and  United  Technologies 

Senior  partner  in  a  law  firm  retained  by  Bankers  Trust! 
Jones,  J.C.  Penney,  Ryder  Systems,  Sara  Lee,  Union  Caj 

President  of  an  investment  banking  firm  employed  b]| 
Home  Depot  and  Unifi 

Ctiairman  of  a  law  firm  retamed  by  Topps,  Prime 
Hospitality,  and  W.R.  Berkley 

Partner  in  a  law  firm  retained  by  Aon  and  Waste  Mana 
ment,  partly  owns  ventures  in  business  with  Boston  Cll 

Partner  in  a  law  firm  retained  by  3IVI,  Merrill  Lynch, 
Mobil,  and  Northrop  Grumman 

Partner  in  a  law  firm  retained  by  Potiatch  and 
Transamerica 

Partner  in  a  law  firm  retained  by  DTE  Energy, 
Pulte,  and  Unisys 

Partner  in  a  law  firm  retained  by  Culbro,  Monro 
Muffler  Brake,  and  Phillips-Van  Heusen 

Architect  who  has  worked  for  Disney's  CEO  and  is 
retained  by  Disney 

DATA:  INSTITUTIONAL  SHAREHOLDER  SERVICES,  COMPANY  PROXIES 


VERNON  E.IORDANJR. 


KENNETH  G.  LANGONE 


JACK  H.  NUSSBAUM 


PEER  PEDERSEN 


AULANA  L.  PETERS 


TONI  REM6E 


I-  ^t.- 


VERNON  JORDAN 


Disney's  board  while  also  sei-ving  as  CEO  Mich| 
Eisner's  personal  lawyer  for  most  of  that  time.  I 
was  even  chaimian  of  the  board's  compensatioi 
mittee  until  only  recently.  Yet  the  company  didi 
close  this  relationship  in  its  proxy  statement  to 
holders  because  it  was  not  required  to  do  so.  " 
never  a  secret,"  says  Sanford  M.  Litvack,  senio 
|)resident  of  Disney  and  a  director.  "It  is  the 
well-known  public  fact  that  I  know  of."  Litvacl 
that  Russell  did  not  participate  as  a  director  in  a 
cussions  involving  Eisner's  rich  pay  packages. 
Make  no  mistake:  Dh"ectors  who  fail  the  ciao  test 
ing  to  face  more  pressure  from  investors  and  activist 
ever  before.  As  for  Li  at  Dow  Jones,  the  company  s; 
can  now  "attend"  a  board  or  committee  meeting  by  conf 
call  when  he  can't  show  up  in  person.  That  will  help  t 


JiUl 


him  off  the  radar  screens  next  time. 

By  John  A.  Byrne,  with  Leslie  Brown  in  New  Fo^Jo 
Joyce  Barnathan  in  Hong  Kong 
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elopments  to  Watch 


3Y  NEIL  GROSS 


/VORRY- 
RPET  IS 
G  WATCH 

ACOUSTICAL  PICKUP 

0  those  in  electric 
/lake  it  as  big  as  a 
Lilt:  floors  that  can 

alert  when  a  nurs- 

patient  falls 

1  nighttime 
enters  an 


polypropylene  lamination  that 
goes  under  carpeting  or  floor 
tiles.  Inside  the  0.002-inch- 
thick  stnicture  ai-e  tiny  pil- 
lows of  foamed  plastic.  These 
function  as  "electrets,"  a  tyj^e 
of  electromagnet  used  in 
some  microphones.  When  a 
weak  current  is  flowing 
through  the  top  surface,  the 
pillows  respond  to  the  shght- 
^  est  changes  in  pressiu"e 
^  by  generating  an 
electrical  signal. 
Messet 


the 
al  Re 
nter  of  Fin- 
r  Automation  Insti- 
mpere,  the  room-size 
ire  being  tested  in 
3mes  in  Helsinki  and 
says  Messet  Chair- 
D  Korhonen. 
lensor  is  a  thin 


says  the  struc- 
tiu'e  is  so  sensitive  that  it  can 
detect  the  breathing  of  a  per- 
son lying  on  the  floor — 
through  the  carpet.  Sched- 
uled for  a  commercial  launch 
next  year,  the  sensor  film  is 
expected  to  cost  about  $34  a 
square  yard.  Otis  Port 


YOUR  THESIS  INTO  CASH  

L  LYNCH  &  CO.  IS  MAKING  A  MARKET  WHERE  NONE 

sted  before — in  PhD  theses.  The  brokerage  will 
•  a  worldwide  competition  among  new  PhDs, 
;  dissertations  with  potentially  valuable  innova- 
bp  prize:  $50,000.  Two  runners-up  get  $20,000, 
!re  are  three  third-place  awards  of  $10,000. 
)  theses  are  undervalued  assets  in  the  knowledge 
y,"  says  Michael  Schrage,  director  of  the  Innova- 
ants  Competition  and  a  research  associate  at 
husetts  Institute  of  Technology's  Media  Lab. 
people  invest  five  to  seven  years  in  expanding 
mdaries  of  our  knowledge."  But  their  research 
athers  dust  on  library  shelves.  "What  we're  do- 
:reating  a  new  set  of  incentives,"  says  Schrage, 
11  encourage  PhD  students  to  consider  the  com- 
potentials  of  their  research, 
competition  will  be  iiin  by  the  Menill  Lynch  Fo- 
virtual  think  tank  of  experts  in  technology  and 
lies.  The  panel  of  nine  judges  includes  Xerox 
;ientist  John  Seely  Brown,  Hong  Kong  Stock  Ex- 
Chairman  Edgar  W.  K.  Cheng,  venture  capitahst 
'oerr  of  Kleiner  Perkins  Caufield  &  Byers,  and 
'rabhakar,  chief  technology  officer  of  Raychem. 
;  are  due  by  next  June,  and  the  winners  vwll  be 
ced  in  September.  Otis  Port 


PAPILLON  WOULD  HATE  THIS  BRACELET 


SINCE  1987,  THE  FLORIDA 

Corrections  Dept.  has 
been  using  radio  fi-equen- 
cy  (RF)  anklets  to  monitor 
criminal  offenders  under 
house  arrest.  These  bands 
alert  pohce  over  the 
phone  lines  when  offend- 
ers leave  the  house.  But 
for  up  to  10  hours  a  day, 
when  offenders  are  at 
work,  their  movements  of- 
ten are  not  monitored 
electronically. 

All  that  may  change, 
thanks  to  a  new  system 
called  SMART,  for  Satellite 
Monitoring  &  Remote 
Tracking.  Developed  by 
Pro  Tech  Monitoring  Inc. 
of  Palm  Harbor, 
Fla.,  it  combines 
an  RF  bracelet  and 
a  tracking  device 
consisting  of  a 
compact  Global 
Positioning  Sys- 
tem box  and  a 
cell  phone. 
Roughly  the  size 
of  two  stacked 
videotapes, 
the  tracker 
fits  in  a 


hip  band.  It  can  be  pro- 
grammed to  call  the  police 
if  the  offender  strays  out- 
side a  designated  area.  It 
vdll  also  alert  them  if  the 
bracelet  is  removed  or  if 
the  offender  tries  to  ditch 
the  tracker. 

These  features  appeal  to 
Richard  Nimer,  a  Tallahas- 
see (Fla.)  CoiTections 
Dept.  bureau  chief,  who 
has  tested  the  system. 
Thousands  of  offenders,  he 
notes,  are  free  under  plea 
agi'eements  and  are  poten- 
tially dangerous.  "We 
would  like  to  use  this  on 
our  highest-risk  offenders," 
he  says.  Pro  Tech  plans  to 
lease  the  gear 
for  $15  a  day 
per  offender,  a 
lower  hourly 
rate  than  the 
simpler  RF 
anklets.  □ 


A  FAKE  FOOT 
THAT  WALKS 
LIKE  A  REAL  ONE 

RUSSIAN      AND  AMERICAN 

engineers  have  teamed  up  to 
develop  a  new,  natural-feel- 
ing prosthetic  foot.  It  was  in- 
vented in  the  mid-1970s  by 
Mark  Pitkin,  a  Russian-bom 
professor  of  mechanical  engi- 
neering at  Tufts  University 
School  of  Medicine  in  Boston. 
He  saw  that  when  an  unim- 
paii-ed  person  begins  a  step, 
placing  weight  on  the  foot's 
forward  portion,  the  ankle 
joint  swings  free,  then  quick- 
ly builds  resistance  to  propel 
the  person  foi-ward.  Pitkin's 


design  mimics  that  action 
with  its  rolling  ankle  joint. 

Pitkin's  work  lately  caught 
the  eye  of  Mort  Lieberman, 
an  engineer  at  Albuquei-que's 
Sandia  National  Laboratories. 
He  told  Pitkin  about  an  En- 
ergy Dept.  program  aimed  at 
curbing  weapons  proliferation 
by  using  Russian  nuclear  sci- 
entists. Energy  gave  $250,000 
to  build  a  team  of  Russian 
engineers,  who  vdll  use  their 
skills  in  materials  sciences, 
stress  analysis,  and  computer 
modehng  to  help  develop  the 
foot.  The  National  Institutes 
of  Health  has  thrown  in 
$100,000.  And  manufacturer 
Ohio  Willow  Wood  Co.  in  Mt. 
Sterling,  Ohio,  has  licensed 
the  technology.    Scott  Lafee 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwdec@businessweek.com 


DEFENSE 


PILOTLESS  PLANES: 

NOT  CLEARED  FOR  TAKEOFF? 

After  nearly  20  years  and  $3  billion,  delays  continue 


At  noon  on  Nov.  4,  an  11-foot-long 
expei'imental  plane  top])ed  with  a 
mushroom-shaped  communications 
dome  took  off  from  Hondo,  Tex.  It 
proceeded  to  trace  lazy  racetrack-oval 
patterns  in  the  sky,  as  it  would  when 
j)erforming  its  intended  mission:  re- 
connaissance. The  plane  did  have  trouble 
maintaining  its  assigned  2,200-foot  alti- 
tufle,  but  don't  blame  the  pilot.  There 
was  no  pilot — not  in  the  air,  at  least. 

The  aircraft,  called  Outi'ider,  is  con- 
trolled from  the  ground,  using  a  laptop 
computer.  That's  so  fiying  low-level  spy 
missions  over  dangerous  tenitoiy  won't 
put  pilots  at  risk.  After  the  15-minute 
flight,  Alliant  Techsystems  Inc.  execu- 
tives were  elated:  No  major  snafus 
ekiuded  the  test — the  first  flight  with  a 
new  and  more  reliable  engine.  And  de- 
si)itf  the  glitch  in  the  tail  controls  that 
lian'pi  red  level  flight,  the  plane  "made  a 
pici  iu-e-perfi'ct  landing,"  recalls  Outrid- 
er c  ief  Don  E.  Cattell. 

A  liant,  based  in  Hopkins,  Minn.,  has 
big  ph;r!>  for  Outrider.  But  they're  in 


jeopardy  because  of  the  plane's  check- 
ered past.  And  it  comes  on  the  heels  of 
botched  efforts  to  develop  immanned  aer- 
ial vehicles,  or  UAVs,  in  the  past  (table, 
page  110).  Outrider  has  been  so  prob- 
lem-plagued that  on  the  eve  of  the  test 
flight,  the  Pentagon  gave  Alliant  30 
days  to  show  progi'ess  or  the  plane 
would  be  liistoiy.  Lawmakers, 
angiy  that  the  mihtary 
has   so   little  to 
show  for  the  $8 
billion  plowed 
into  a  batch 
of  UAV  designs  since 
1979,  had  ab-eady  slashed  Out- 
rider's 1998  budget  to  $45  mil- 
hon,  from  $83.3  milHon.  "The 
program  appears  to  be  on  a 
path  to  failure,"  a  recent  con- 
gi'essional  report  concludes. 
PERFECT  PERCH.  That's  bad  news  not 
only  for  the  unmanned  aircraft  busi- 
ness but  also  for  the  Pentagon's  plans 
to  use  civilian  technology  to  gi'ease  fu- 
ture progi'ess.  Outrider  was  supposed 


OUTRIDER:  ti\ 
FRUSTRATElL 
LAWMAKERS  IXfl 
HAVE  RIDDLr 

ITS  budget! 


to  be  a  model  of 
procurement  reform, 
showing  how  off-the- 
shelf  commercial 
technology  would 
speed  up  development,  save  mone.^feff 
produce  more  advanced  weaponsgi 
terns  throughout   America's  a 
forces.  Many  similar  fast-track 
grams  are  under  way  for  such  pr( 
as  precision  targeting  systems  an| 
mote  monitors  that  would  warn  o 
logical  weapons.  Outrider,  howeve 
become  more  of  an  object  lessd 
what  pratfalls  to  avoid. 

Pentagon  officials  still  insist  liav| 
one  day  give  U.  S.  troops  a  de 
edge  in  warfare.  If  the  Ou 
works  as  Alliant  exj] 

♦    "  -  it    could  "L 

above  a 
tlefielc 


s  e  v  e" 


huurslei: 


ON  THE 
DRAWING 
BOARD:  AN 
"UNINHABITED" 
STRIKE  PLANE 


a  b  1  i  n  g  ^ 

AiTny  and  naval 
commanders  to  use  its 
electro-optical  cameras  and  infrj| 
sensors  to  pinpoint  enemy  troops 
follow  their  movements  minuti 
minute.  "It's  like  sitting  on  a  flagp- 
the  middle  of  the  battlefield," 
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McKendry 


s  not  to  talk  during 
period,  to  bring  a 
inch  on  Wednesday 
itick  day) 


Sure  we  help  educate  your  children.  But  we  also  help  people  grow  beyond 
the  classroom.  We're  over  100  brands  and  companies,  from  publishing  to 
financial  services  to  media.  And  with  Business  Week  and  Standard  &  Poor's, 
we  make  it  easier  for  everybody  to  plan  for  their  financial  future. 


1  ' 

J 

If  you  think  this  is  a  hard 
act  to  follow,  you  can  only 
imagine  how  the  competi- 
tion feels. 

The  new  WideTrack™ 
Pontiac    Grand  F'rix* 
and  the  legendary  GMC® 


Suburban"  demonstrate 
a  unique  understanding 
of  our  owners'  passion  for 
the  driving  experience. 

But,  no  matter  what  we 
have  to  say  about  it,  the 
bottom  line  is  how  our 


I 


Pontiac  Grand  fru^:  ''Most  Appealins  Midsize  Car"* 


roducts  perform  every  day 
1  front  of  the  toughest  critics 
1  the  world:  our  owners. 

In  a  recent  study  of  new 
ehicle  owners  by  J.  D. 
ower  and  Associates, 

rand  Prix  was  ranked 
Most  Appeahng  Premium 


Midsize  Car"  and  the  Suburban 
was  ranked  "Most  Appeahng 
Full-Size  Sport  Utility." 

If  you're  one  of  our  enthu- 
siastic owners,  we  thank  you. 

If  you're  not,  visit  one  of 
our  dealers  and  see  how 
easily  you  could  be. 

PONTIAC  •  CSMC: 


GMC  Suburban:  "Most  Appealing  FuU-Size  Sport  Utility"* 


Cruise:  www.pontiac.com  or  www.gmc.com    Call:  1-800-2PONTIAC  or  i-800-GMCTRUCK 


Science  &  Technology 


Alliant  Chairman  Richard  Schwartz. 

Eventually,  UAVs  may  fly  more  than 
recon  missions.  Some  next-generation 
ground-attack  planes  may  also  be  pilot- 
less.  UAVS  tickle  the  fancy  of  war  plan- 
ners because  unmanned  means  cheap. 
Outriders  will  cost  as  little  as  $300,000, 
and  the  tab  for  attack  UAVs  might  be 
just  $10  million — compared  to  $30  mil- 
lion for  the  proposed  Joint  Strike  Fight- 
er. And  combat  training  for  uav  jocks 
would  be  like  learning  a  video  game — 
far  cheaper  than  logging  thousands  of 
hoiu's  of  flight  time.  At  some  point,  pre- 
dicts Defense  Secretary  William  S.  Co- 
hen, "you'll  find  much  greater  utiliza- 
tion of  UAVS  than  ever  before." 
VIETNAM  VETS.  Despite  cuirent  troubles, 
pilotless  aircraft  have  a  long  record  in 
surveillance.  The  U.S.  flew  1,000  low- 
tech  UAVS  during  the  Vietnam  War.  But 
the  infor-mation  they  gathered  was  on 
film,  which  was  ferried  to  Washington 
for  analysis.  That  usually  took  several 
days,  making  much  of  the  inteUigence 
outdated  by  the  time  it  got  back  to 
Vietnam.  Still,  Israel  Airci-aft  Industries 
(lAi)  refined  the  U.S.  technology  and 
has  been  selling  combat-tested  UAVs  for 
20-odd  years,  iai  rakes  in  $160  million  a 
year  from  its  pilotless  planes,  which  are 


relatively  simple,  with  nairow  missions. 

The  Defense  Dept.  sees  new  technol- 
ogy as  a  way  to  overcome  those  short- 
comings, but  gold-plated  wish  lists  often 
create  engineering  nightmares.  A  re- 
cent General  Accounting  Office  report 
casts  the  Pentagon  and  defense  con- 
tractors as  virtual  Keystone  Kops.  In 


the  1980s,  the  Army  squandered 
than  $1  billion  on  Aquila,  a  short- 
UAV  that  Lockheed  Martin  Cor-p. 
to  develop.  It  featured  a  secure 
munications  link  to  protect  again; 
viet  jammiing.  Unfortunately,  the 
rity  was  so  tight  it  degi'aded  the  q 
of  Aquila's  own  video  transmissio 


Costly  Failures 


jttBCiC 

Ision. 


Two  decades  of  efforts  to  develop  unmanned  aerial  vehicles,  or  UAVs,  have  le( 
one  disappointment  after  another.  Here  are  some  examples  of  the  work  so  ft 
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PROBLEM 

Use  of  jam-resistant  secure 
communications  links  undermined 
ability  to  provide  target  data 

Electromagnetic  interference 
from  systems  aboard  ships  led 
to  crashes 

Air  Force  payload  was  too  big 
for  space  in  Navy  aircraft 

Unreliable  video  transmissions, 
too  big  for  airlift  capacity 
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full  line  of  some  of  the  toughest,  hardest  working,  highest  quality  printers  and  faxes  aroj 
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ly  real  high-tech  success  has 
ator,  a  27-foot-long  recon  plane 
ral  Atomics  Aeronautical  Sys- 
Used  in  Bosnia,  it  soars  up  to 
t  to  provide  a  bird's-eye  view 
indscape  and  funnel  vast 
if  data  to  the  military  brass. 
!r  was  conceived  as  a  mini- 
;hat  would  provide  battlefield 
al  commandei-s.  By  harnessing 
il  technology,  it  was  supposed 
lap.  So  in  May,  1996,  Alliant 
Tact  covering  just  two  years 
lillion.  Then  the  progi'am  be- 
ng.  The  Pentagon  decreed  the 
t  meet  both  AiTny  and  Navy 
ieving  joint  projects  not  only 
ey  but  improve  interservice 
m.  That  makes  sense  for  pa- 
and  communications  systems 
ways  for  weapons.  For  exam- 
rmy  sought  a  UAV  with  only  a 
,er  range.  But  the  Navy  stip- 
200-kilometer  range  so  ship- 
jAVs  could  see  over  the  hori- 

eating  matters  further,  the 
landed  an  engine  that  bums 
uel — diesel — so  highly  com- 
;asoline  wouldn't  have  to  be 
Dard  ships.  Since  no  suitable 
^ne  existed,  Alliant  convert- 
alloch  50-horsepower  gasoline 
never  worked  properly.  Fi- 


nally, the  company  switched  to  a  gaso- 
line engine  made  in  Britain  by  UAV  En- 
gines Ltd.  But  by  then,  the  project  was 
several  months  behind.  "We  were  forc- 
ing too  hard  to  look  for  one  solution  to 
satisfy  all  requirements,"  concedes  Paul 
G.  Kaminski,  who  was  then  the  Penta- 
gon's acquisition  czar 
DANGEROUS  BUGS.  Other  problems  may 
bode  ill  for  drafting  commercial  tech- 
nology for  military  service.  While  90%  of 
Outrider's  components  are  off  the  shelf, 
some  had  to  be  modified.  One  example: 
The  electrical  system  in  today's  planes 
has  a  reset  button  to  recover  fr-om  in- 
terruptions. But  there's  nobody  to  push 
the  button  in  a  UAV.  So  a  switching  cir-- 
cuit  had  to  be  installed. 

Similar*  woes  bedevil  just  about  every 
UAV  progi'am.  Allegheny  Teledyne  Inc.'s 
Global  Hawk,  a  $10  miUion  craft  essen- 
tially designed  to  be  a  U-2  spy  plane  on 
autopilot,  is  behind  schedule  and  over 
budget.  Rigorous  software  testing  has 
been  the  main  snag.  That's  because  soft- 
war-e  bugs  caused  Lockheed's  DarkStar, 
a  stealthy  reconnaissance  jet,  to  crash 
on  its  second  flight.  After  takeoff,  it 
tried  to  gain  altitude  too  quickly,  so  its 
software  repeatedly  forced  the  nose 
down  to  gain  speed — until  it  hit  the 
ground.  Major  Gener-al  Kenneth  R. 
Israel,  head  of  the  Defense  Airborne 
Reconnaissance  Office,  says  a  thir'd  flight 


is  expected  sometime  early  next  year. 

Even  as  Defense  struggles  with  this 
gener-ation  of  UAVs,  another  is  on  the 
drawing  boards.  In  October;  Lockheed 
Martin  won  a  contract  to  study  "unin- 
habited combat  vehicles"  (uCAVs)  that 
could  be  launched  fi'om  a  ship's  deck  or 
a  submerged  submarine.  ucAVs  would 
take  on  risky  roles,  such  as  knocking 
out  surface-to-air  missile  sites  before 
the  U.  S.  establishes  air  superiority. 

While  much  of  the  technology  that 
UCAVS  need  exists,  the  biggest  challenge 
is  coordinating  their  operation  along- 
side manned  aircraft.  That's  "really  a 
key,"  says  Armand  Chaput,  head  of 
Locklieed  Martin's  UCAV  team.  How  long 
it  will  take  to  resolve  this  is  anybody's 
guess,  but  UAV  backers  point  out  that 
the  fir-st  spy  satellite  progr-am  in  the 
1960s,  called  Coi'ona,  also  had  its  shar"e 
of  failures.  Only  12  of  the  first  30  mis- 
sions were  productive.  But  eventually 
the  technology  became  indispensable. 

Thr-ee  decades  later,  even  the  use  of 
commer-cial  technology  doesn't  guar-antee 
fast-track  results.  Still,  the  Pentagon 
has  Uttle  choice.  It  can't  afford  $335  bil- 
lion for  new  manned  air'craft  alone  over 
the  next  two  decades.  UAVs  can  help 
plug  the  budget  gap.  It  just  may  take 
longer  than  the  brass  would  like. 

By  Stan  Crock  in  Washington,  with 
Neat  Sandler  in  Jenisalem 
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INTERNET  TRADING 


DO  I  HEAR  TWO 
BITS  A  TRADE? 

An  online  price  war  is  slashing  commission  prices 


Their  ads  are  everywhere — flash- 
ing on  the  TV  screen  during  major 
sporting  events,  blaring  out  of 
the  radio,  splashing  across  the 
pages  of  major  magazines  and  news- 
papers, piling  up  in  mailboxes.  Their 
pitch:  Trade  hundreds,  even  thousands, 
of  shares,  for  under  $10  per  trade.  On- 
line brokers  are  up  to  their  eyeballs 
in  the  biggest  price  war  and  advertis- 
ing blitz  the  securities  industry  has 
ever  seen.  "In  the  past  year,  online 
trading  has  gone  from  a  little  niche 
opportunity  to  the  single  biggest  mar- 
ket share  grab  in  financial  services," 
marvels  Julio  Gomez,  president  of 
Boston-based  Gomez  Advisors 
Inc.,  which  specializes  in  In-  IF" 
ternet  brokerage. 

Old-guard  dis- 
count brokers  are 
being  forced  to 
restructure  and 
refocus  theii'  ef- 
forts. Online 


A  RACE  TO  THE  BOHOM? 
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competitors  are  also  causing  commis- 
sions at  full-sei'vice  brokers  to  look  huge 
by  comparison.  That's  encouraging  those 
firms  to  switch  to  fee-based  manage- 
ment, and  increasing  their  willingness  to 
discount  trades  for  good  customers.  "It's 
given  them  a  swift  kick  in  the  pants  to 
focus  more  on  financial  planning  and  ad- 
vice rathei'  than  processing  trades,"  says 
Bill  Burnham,  an  analyst  with  Piper 
Jaffray  Inc.  "They're  all  scheming  how 
they'll  have  online  offerings  without  en- 
raging their  brokers." 

The  number  of  online  trading  fii"ms 
has  mushroomed  from  a  handful  three 
years  ago  to  more  than  35  today.  More 
rivals,  including  banks  and  insiu'ers,  are 
sure  to  jump  in.  For  firms  with  their 
own  clearing  operations,  or  units  that 
ai-e  affiliated  with  a  stock  exchange  and 
can  handle  the  settlement  of  securities 
transactions,  analysts  estimate  that 
commissions  are  profitable  until  they 
fall  around  $5  per  trade.  And  rates  are 
likely  to  fall  further.  Says  J.  Joe  Rick- 
etts,  chairman  of  AmeriTi'ade  Holding 
Corp.:  "I  can  see  a  time  when,  for  a 
customer  with  a  certain  size  margin  ac- 
count, we  won't  charge  commissions. 
We  might  even  pay  a  customer,  on  a 
per  trade  basis,  to  bring  the  account 
to  us." 

BIG  SQUEEZE.  The  decline  in  commis- 
sions has  been  breathtaking.  Dudi- 
rect,  a  unit  of  Donaldson,  Lufkin  & 
Jenrette,  Inc.,  spai-ked  the  most  re- 
cent price  wai'  in  June  by  cutting  com- 
mission rates  in  half,  to  $20  per  trade. 
In  mid-August,  Fidelity  Brokerage 
Services  Inc.  weighed  in  by  setting  its 
fii'st-ever  Internet  price  at  $28.95,  which 
was  30%  to  40%  less  than  its  standard 
commissions.  The  next  big  move  came 
in  October,  when  AmeriTrwle  launched 
an  ad  campaign  to  trumpet  that,  at  $8, 
it  had  "the  lowest  commissions  in  the 
business."  Soon  after.  Fidelity  and  Quick 
&  Reilly  Inc.  cut  pricing  to  $15  to 
$20.  In  November,  Quick  &  Reil- 
ly Inc.  launched  a  new  unit, 
Suretrade,    with  $7.95 


commissions.  Web  Street  Securitiew- 
further,  executing  1,000-share  orni 
Internet  trades  of  many  nasdaq  jei 
for  free.  \ 

Sure,  Internet  trading  amouiBK 
only  about  138,000  trades,  or  abdbi 
million  shares,  a  day.  That's  a  to! 
fraction  of  the  total  volume  tradpi 
major  exchanges.  But  volume  ]?« 
ploding:  Average  daily  trades  incrite  * 
44%'  in  the  last  six  months.  CamlM 
(Mass.)-based  Forrester  Researclii--'*.''' 
estimates  that  online  investing  adat 
will  rise  from  3  million,  represtte; 
$120  billion  in  assets,  at 
yearend,  1997,  to  14.4 
million,  representing 
$688  biUion,  in  2002. 

Online  trading  can 
be  cjuite  lucrative, 
with  margins  run- 
ning at  15%  to  20% 
or  sometimes  more, 
Even  though  online 
brokers  aren't  exactly 
losing  money  at  $8  per 
trade,  it's  not  the  actual  tradingSii P2 
provides  some  of  the  biggest  pjif^'* 
FiiTns  make  money  not  only  fromi^-iTri 
ing  stock  held  in  accounts  andiro-  W 
the  interest  on  margin  loans  buljpWi' 
from  the  cash  balances  in  acccm«'T,!i( 
Many  trades  don't  fall  in  the  $8  lit^-^ 
anyway.  Active  tradei's  tend  toltif  'te 
lot  of  options  trading,  which  is  Mi  stas 
expensive.  sirij 

But  with  commission  rates  0M] 
meting  while  marketing  expensesWi  riMp 
the  industry's  fat  profits  may  con  n  ik 
der  pressure.  "The  further  soutljjR  ioro 
go  of  $10,  the  margin  for  ernf,  t'-?.re 
tenns  of  yoiu'  abihty  to  ultimatel.\H3!* 
a  pi'ofit,  decreases  dramatically,"|lt::iiar 
Burnham.  The  swing  factor  in 

VI  itability  is  advert 
"The  tradilW 
discount  bj 
spends 
4%  to  7] 
total  rev(] 
on  advert! 
he  esti 


)nline  discount  brokers 
'i'  to  20%  and  some- 
:h  more. 

to  the  squeeze,  a 
;  income  stream,  the 
>  per  share  that  discounters 
recting  trades  to  certain  mar- 
's, is  drying  up  as  the  gap  be- 
bid  and  ask  prices  on  nasdaq 
•inks.  E*Ti-ade  Group,  for  ex- 
ich  recently  leapt  to  the  No.  2 
are  slot,  saw  its  so-called  pay- 
order  flow  decrease  by  64% 
rd  quarter,  compared  with  a 
The  increase  in  trading  vol- 
August  has  compensated  for 
revenue,  however.  "The  vol- 
iase  has  been  so  staggering 
as  much  more  than  offset 
I  in  profit  margins,"  says 
i.  Bove,  an  analyst  at  Ray- 
les  &  Associates, 
ere  are  some  big  gambles  be- 
le.  "If  you  cut  costs  as  low  as 
n-ade,  you're  dealing  with  sig- 
it  reduction  on  margins  in  the 
ng  part  of  the  transaction," 
Bove.  Because  of  its  marketing 
iriTrade  expects  to  post  losses 
;  two  quartei-s  of  its  fiscal  yeai*. 
9US."  Once  AmeriTrade  gets 
ler,  however,  the  profits  start 
.  AmeriTi-ade  not  only  self- 
:  has  a  cost  advantage  over 
s  because  it  developed  its  own 
essing  software  rather  than 
to  $3  per  trade  to  an  outside 
n  top  of  the  $8  commission,  it 
I  few  dollars  per  trade  in 
for  order  fiow,  and 
st  revenue  falls  be- 
and  $10  per  trade, 
to  analyst  Scott  W. 
f  ABN-Ajnro  Cliicago 
•edit   Suisse  First 


believes  that  AmeriTi-ade's  ef- 
forts will  lead  to  account  gi'owth  and 
compound  into  much  higher  earnings  in 
fiscal  1999. 

Charles  Schwab  &  Co.  is  one  of  the 
holdouts  in  the  recent  price  war.  Says 
Burnham:  "That's  a  potentially 
precarious  position  tr 
be  in  wliile  other 
firms   such  as 
Quick  &  Reilly 
and  Fidelity  are 
motoring  south 
to  offer  trades 
in  the  $15  to 
$20  range."  But 
Schwab  appears 
resolute.  Says  com- 
pany spokesman  Tom  Taggait: 
"Schwab  has  no  intention  of 
entering  a  price  war  with  an 
$8  broker.  We  have  become  the 
largest  online  broker  thi'ough  a 
combination  of  valued  sei^vices  at 
a  fail"  price." 

Even  full-sei"vice  fii"ms  are  test- 
ing out  Internet  trading.  But  they 
have  to  be  careful  not  to  alienate  bro- 
kers. Discover  Brokerage  Dii-ect,  a  unit 
of  Morgan  Stanley,  Dean  Witter,  Dis- 
cover &  Co.,  is  targeting  the  Discover 
card  base.  V.  Eric  Roach,  the  firm's 
president,  says  t 
firm  will  launch 
"dramatic  ad- 
vertising cam- 
paign" in  Janu- 
ary but  says  he 


is  after  "a  long-teiTn  value  solution"  and 
that  "price-cutting  is  a  dangerous  strat- 
egy." For  the  first  time,  the  firm  will  ap- 
peal to  the  Discover  cai'd  base  of  more 
than  40  million  consumers  via  direct 
mail. 

CHOECES.  DLJdirect  is  also  moving  on 
the  Internet,  and  it  launched  a  $20  mil- 
lion ad  campaign  a  month  ago.  "There's 
a  general  realization  that  this  is  the 
way  the  brokerage  business  is  going 
to  be  done  by  a  large  part  of  the  pop- 
ulation in  the  future,"  says  K.  Blake 
Darcy,  the  firm's  chief  executive.  In 
the  second  half  of  1998,  retail  power- 
house Merrill  Lynch  &  Co.  is  plan- 
ning to  offer  online  trading  for  cHents 
that  are  in  its  fee-based  as- 
set-management plans. 
As  long  as  volume 
remains  high, 
aggressive 
strategies 
could  pay  off 
big    for  online 
trading  firms. 
The  biggest  win- 
ners, though, 
may   be  cus- 
tomers, who 
will  be  able 
to  choose 
whatever  com- 
bination of  price 
and  service  they 
want     from  the 
fiercely  competitive 
online  brokers.  And 
who  knows — maybe 
one  day  soon,  con- 
sumers will  be  paid 
to  trade. 

Bif  Suzanne  Wool  ley 
in  Neiv  York 
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MUTUAL  FUNDS 


SHE  GOT  OUT  OF  ASIA 
-BUT  IT  DIDN'T  HELP  MUCH 

An  emerging-markets  pro  takes  her  lumps  and  stays  on  course 

Talk  about  good  timing.  Josephine 
Jimenez,  senior  portfolio  manager  of 
the  Montgomery  Emerging  Markets 
Fund,  pulled  out  of  Southeast  Asia  07i 
the  eve  of  a  currency  crisis  that  threw 
the  regions  stock  markets  for  a  loop. 
Only  3%  of  the  $1  billion  fund's  assets 
are  now  i>i  Southeast  Asia,  down  from 
157('  i)i  June.  But  shareholders  have 
taken  a  pummeling  nonetheless.  With 
emerging  markets  collapsing  around 
the  globe  in  concert  with  Asia's  woes, 
Jimenez'  fund,  which  owns  shares  in 
200  companies  from  S2  countries,  has 
plunged  21%  since  June  30.  Jim.enez, 
43,  a  native  of  the  Philippines,  spoke 
by  phone  from  her  San  Francisco  head- 
quarters with  international  finance  edi- 
tor Kerry  Capell. 

Q:  After  all  the  turmoil  in  emerging 
markets,  are  you  still  a  believer? 
A:  Yes,  because  of  demogi'aphics.  Some 
80%  of  the  world's  population  resides 
in  emerging  markets,  and  50%  of  those 
people  are  under  age  19.  This  will  lead 
to  increased  demand  for  consumer 
goods.  In  contrast,  the  population  of 
Japan  and  the  U.  S. — the  world's  two 
largest  economies — is  aging,  so  there 
will  be  a  significant  slowdown  in 
consumption. 

Q:  Ycjur  fund  is  up  6.5%  since  its  in- 
ception in  1992.  Is  the  enmying-markets 
correction  affecting  your  strategy? 
A:  There  has  been  no  change.  We're 
about  5%  in  cash,  which  is  sUghtly  more 
than  our  usual  3%-.  If  anything,  the  re- 
cent events  in  Asia  have  only  reinforced 
our  belief  that  we  have  been  pursuing 
the  correct  investment  policy  all  along. 

Q:  What  prompted  you  to  get  out 
of  Asia  before  this  past  summer's 
devalautions? 

A:  We  had  been  very  worried  about 
Southeast  Asia  and  all  the  excesses  in 
the  system.  You  only  had  to  travel  to 
::ny  one  of  the  countries  to  notice  all 
i'^'  unsold  properties.  Since  banks  and 
;)!•  i-'^rty  companies  are  a  major  com- 
-ni,  of  the  stock  markets  there,  we 
il;ey  were  in  trouble.  And  many 


"  We  had  been  very  worried  about 
Southeast  Asia  and  all  the  excesses  in 
the  system  " 
JOSEPHINE  JIMENEZ 

Montgomerii  Emerging  Markets 


companies  are  heavily  indebted  in  for- 
eign cun-encies.  About  two  years  ago, 
we  stalled  noticing  that  Korean  compa- 
nies were  leveraged  to  the  hilt.  At  the 
time,  our  analysts  said  Korea  was  a 
time  bomb.  We  noticed  the  same  thing 
in  Thailand  well  before  the  July  deval- 
uation of  its  currency. 

Q:  Some  kO%  of  the  fund  has  been  /» 
Brazil,  Mexico,  a  nd  Russia  for  most  of 
1997.  What  attracts  you  to  Brazil? 
A:  Brazilian  equities  are  about  21%  of 
the  fund's  holdings.  Despite  20%  real 
interest  rates,  Brazil  has  been  growing 
about  6%'  in  real  terms.  The  market 
looks  cheap  at  around  eight  times  1998 
earnings.  But  the  main  reason  is  that 


we  ai'e  encoiu-aged  by  reforms.  Thj 
com  and  electric  [utility]  industril 
scheduled  to  be  privatized  by  199^ 
most  one-third  of  our  Brazilian  i 
sure  is  in  Brazil's  phone  companj 
bras.  Around  10%  of  the  populatj 
Brazil  currently  has  phones.  Once 
bras  is  privatized  and  its  long-di^ 
network  is  divested  to  existing 
holders,  some  analysts  estimate  tlj 
share  price  will  double. 

Q:  Mexico  makk 
13%'  of  the  fund, 
happening  there? 
A:  We  have  bee 
creasing  our 
there  since  mid-1 
industrial  prod 
has  improved  sin 
1994  peso  crisi 
like  consumer-oril 
plays  such  as  t 
tailer  cifra  and 
fonos  de  Mexico, 
the  peso  weakeni 
eight  to  the  dolla 
port-oriented  indv  Is 
companies  are 
competitive.  We 
Alfa,  an  industrial 
with  interests  in 
auto  parts,  and  { 
chemicals. 

Q:  What  do  yoii\ 
about  Russia? 
A:  Russia  is  thel 
way  to  play  China 
fore  China  can  pr(j 
more  widgets,  it 
enei-gy,  and  the  c| 
est  source  of  ener 
in  China's  own 
yard.  No  matter 
measure   you  us 
analyze  the  Russi^ 
sector,  it  scores 
attractively  on  a  global  basis. 
50%  of  our  total  exposure  to  Rus 
and  4.5%'  of  the  entire  fund — is  il 
blue-chip  oil  company  Tatneft. 
we  first  bought  it,  in  December, 
it  was  $44  a  share.  Now,  it  is  tr^ 
at  $142. 

Q:  In  fact,  recent  events  in  Asia  I 
only  reinforced  your  belief  that  oi\ 
be  increasingly  valuable.  WJiy? 
A:  In  times  of  increased  uncerti 
such  as  these,  people  tend  to  mn  t* 
U.  S.  doUai'.  We  think  oil  is  a  good  4 
substitute:  It  trades  in  dollars,  ar^ 
countiies  need  it.  That  is  why  w(j 
the  oil  and  energy  sectors  in  R| 
and  Mexico. 
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Finance 


STOCK  INDICATORS 


FROM  NOW  ON,  DOW  JONES 
ISNT  GIVING  IT  AWAY 

A  plan  to  charges  access  fees  for  the  index  roils  the  industry 


The  Dow  Jones  industrial  average 
(DJiA)  is  the  world's  favoiite  barom- 
eter of  the  U.  S.  stock  market.  It's 
also  basically  fi"ee.  But  if  Dow  Jones  & 
Co.  has  its  way,  traders,  brokers,  and 
Web-surfing  investors  using  tenninals 
that  display  the  djia  will  soon  be  paying 
a  lot  more  for  quotations  of  the  101- 
year-old  index:  $1  per  month  per  teiTni- 
nal  for  real-time  quotes,  25?  for  delayed 
display.  The  reason,  says  Dow  Jones 
corporate  communications  he 
Pensiero,  is  to  assure  the 
integiity  of  the  market  for 
DJIA  futures,  which  began 
trading  on  the  Chicago 
Boai'd  of  Trade  exchange  on 
Oct.  6.  Standard  &  Poor's 
Coip.,  which  owns  the  s&P 
500-stock  index,  doesn't 
charge  foi'  the  use  of  its  in- 
dex. They  do  get  revenues 
from  futures  contracts 
based  on  their  indexes. 

The  Dow  index  of  30 
large-cap  U.  S.  stocks  is 
cuiTently  calculated  by  sev- 
eral vendors,  including 
Reuters,  Bloomberg,  and 
ILX  Systems,  as  well  as 
cable  networks  such  as 
CNBC  and  cnn.  Occasionally, 
though,  there  are  small  dis- 
crepancies. "Now  that  there  are  trad- 
able products  in  Chicago,  it's  not  just  an 
annoyance  that  calculations  can  differ. 
People  could  make  money  off  the  dif- 
ferences," says  Pensiero.  To  remedy  the 
problem,  Dow  Jones  is  planning  to  ter- 
minate the  licenses  of  vendors  who  cal- 
culate the  index.  Instead,  it  will  per- 
form the  calculation  itself.  It  will  then 
distribute  the  index  thi'ough  the  Chica- 
go Board  of  Tr'ade's  feed  system. 
NOT  PLEASED.  However  reasonable  that 
sounds,  vendors  and  users,  especially 
large  brokerage  fii-ms,  v/ere  not  happy 
when  they  received  a  letter  fi'om  Dow 
Jones  last  month  detailing  the  plan. 
"People  don't  mind  paying  for  added 
value,  but  they  do  mind  paying  for 
something  they  have  always  had  [for 
free]  in  the  past,"  says  Tom  Jordan,  ex- 
ecutive director  of  the  Financial  Infor- 


mation Foium,  an  organization  backed 
by  brokerages  and  market  infonnation 
distributors.  Wliile  the  official  tab  is  $1 
per  month,  the  cost  to  end  users  may 
be  more  in  the  range  of  $2  or  $2.50— 
given  the  burden  of  tracking,  billing, 
and  collecting  the  new  fee. 

The  issue  came  to  the  fore  only  weeks 

CO-FOUNDERS  CHARLES  H.  DOW 
AND  EDWARD  T.  JONES 


"  The  perception  is  that  this 
is  something  in  the  public 
domain  that  they  suddenly 
want  to  profiteer  from  " 

BERNARD  A.  WEINSTEIN 

CEO  of  ILX  Systems 


after  Dow  Jones  announced  it  would  take 
a  large  charge  for  the  coming  fourth 
quarter  for  losses  related  to  its  Dow 
Jones  Markets  division.  The  estimated 
600,000  terminals  not  owned  by  Dow 
Jones  worldwide  that  carry  a  live  feed  of 
the  D.JIA  would  generate  about  $7  mil- 
Hon  in  new  revenue  for  the  company, 
says  Jordan.  Web  sites  that  offer  a  de- 
layed quote — usually  20  minutes  old — 


would  pay  a  25(2  fee  for  every  visit  b 
site.  With  more  and  more  investorsai 
the  Web  to  get  financial  infomiatio: 
could  become  a  big  source  of  i 
Some  usei's,  however,  feel  they  arl 
ing  for  the  company's  financial  pro 
"Tlie  perception  is  that  this  is  som| 
in  the  public  domain  that  they  sui 
want  to  profiteer  fi-om,"  says  Bi 
A.  Weinstein,  chief  executive  of  il: 
tems,  a  major  vendor  of  market 
mation.  He  is  ftuious  and  says 
clients,  the  majoi'  brokei'ages,  are 
DAMAGED  GOODS?  The  move  b; 
Jones  is  also  attracting  the  atten' 
regulators,  who  use  the  d.jia  as  a 
breaker  for  the  stock  market.  Ru! 
tablished  by  the  Secmnties  &  Exc| 
Commission  and  the  New  York 
Exchange  halt  trading  whenev 
DJIA  drops  by  350  points  or — in  t' 
ond  instance  that  clay — by  550  poi 
fii'ms  decide  not  to  pay  the  fee 
real-time  djia  quotes,  then  other 
participants  might  h; 
edge,  particularly  in  v^ 
situations.  Jordan  has 
ten  a  letter  to  sec  ( 
man  Arthur  Levitt  J 
well  as  to  the  assista 
rectors  of  regulation,  ; 
them  to  get  involved, 
have  yet  to  comment  ( 
issue.  "I  don't  see  how 
can  stand  for  it.  They 
be  supporting  a  comm 
venture,"  says  Jordan 
Dow  Jones  may 
found  an  easy  way  to 
age  a  valuable  asset, 
could  also  damage  the 
chise.  Many  marke 
servers  have  long  fel 
the  Dow  is  not  a  partic] 
good  reflection  of  the 
stock  market.  With  only  30  sto 
the  index,  issues  such  as  ibm  ha' 
exaggerated  impact  on  the  avej 
Other  indexes  such  as  the  Standi 
Poor's  500  or  the  Russell  2000  oi 
broader  view  of  the  market.  Rij 
which  doesn't  charge  for  quotes, 
to  gain  market  share.  Mark  Hanscj 
rector  of  sales  for  Russell  Anal 
Services,  says  the  new  user  fees 
"shift  focus  away"  from  the  Dow. 

Dow  Jones  hoped  to  institute  th(| 
charges  by  Jan.  1,  but  the  outcry 
the  investment  community  has  pi  t 
plan  on  hold.  Still,  the  free  Dovlu. 
been  a  stand-in  for  the  U.S.  marki'f 
more  than  a  century,  and  Dow  < 
will  probably  get  investors  to  poi 
in  the  end.  On  Wall  Street  these  ^, 
very  little  is  free. 

By  Andreu'  Osterland  in  Ch\ 
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You  pack  a  lot  into  your  day.  So  we  pack  a  lot  of 
I  /  helpful  ideas  into  every  Mercury  Like  Sables  60/40 

split-fold  rear  seat  and  available  front  flip -fold  center 
console. They  give  you  extra  flexibility  carrying  pas- 
sengers and  gear.  At  Mercury  we  design  cars  to  keep 
up  with  your  busy  schedule .  Maybe  that  schedule 
should  include  a  test  drive.  Call  1 800  446-8888  or 
visit  wwwmercuryvehicles.com 


A  BUSINESS  WEEK 


S  U   IVl  M  I  T 


A     REGION     AT     THE  CROSSROAD 


At  Business  Week's  Latin  America  Summit,  i<ey  government  and  business  leaders  will  sh 
their  expertise  on  making  the  most  of  this  dynamic  yet  complex  market.  They'll  explore  tP«Hoii 
forces  driving  the  region's  transformations,  analyze  the  newest  challenges  for  continu 
reform  and  development,  and  share  their  visions  of  what  lies  ahead.  You'll  emerge  wit! 
detailed  analysis  of  both  region-wide  trends  and  issues  facing  specific  countries. 


Not  a  session  for  casual  observers,  the  Summit  is  for  professionals  who  are  serious  abc 
making  connections  and  making  plans,  it  is  invaluable  for  senior  executives  at  Latin  Americ 
companies  or  U.S.  companies  that  want  to  do  business  in  Latin  America  or  already  do. 


Business  Week's  Latin  America  Summit 
February  4-6,  1  998 

The  Biltmore  Hotel,  Coral  Cables,  Florida 
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Hon.  Mickey  Kantor,  former  U.S.  Secretary  of  Commerce, 
\er  U.S.  Trade  Represenlalive 

Hon.  Carlos  Massad,  Governor,  Central  ^ank  of  Chile 


zaturing: 

ihid  Burki,  Vice  President  for  Latin  America,  The  V^orld  Bank 

Hon.  Enrique  V.  Iglesias,  President, 
r-Americah  Development  Bank 

redo  Llorente,  President,  \nternational,  Endesa  Espaha 

udio  Loser,  Director,  Western  Hemisphere  Department, 
rnational  Monetary  Fund 

n  T.  McCarter,  President  and  CEO, 
leral  Electric  Latin  America 

)aniel  Miller,  Executive  Vice  President,  Latin  America, 
irlpool  Corporation,  President,  V^hirtpool  DO  Bras// 

:iano  Respini,  President, 
V  Quimica  S/A 


Global  Delivery  Services  from  the 
United  States  Postal  Service 

Hewlett-Packard  Company 

The  Principal  Financial  Group 

\n  association  with 
the  Association  of  American  Chambers  of 
Commerce  in  Latin  America 


To  register,  or  for  more  inforrrtation  contact 
lulie  Terranova: 
Phone:  1-800-682-6007  (in  the  U.S.) 

212-512-2184  (outside  the  U.S.) 
Fax:  212-512-6281 
E-mail:  jterranova@businessweek.com 
Website:  execprog.businessweek.com/latinamer 
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Fox  Quesada, 

Governor,  State  of 
Guanajuato,  Mexico-, 
former  President, 
Coca-Cola,  \nc.  Mexico 


BY  GENE  G.  MARCIAL 

ALPINE  MAY  FACE 
MORE  CLIMBING 

When  investment  manager  Mikhail 
Filimonov  first  bought  shares  of 
Alpine  Gi'oup  (agi)  in  1994,  the  stock — 
highlighted  in  this  column  on  Mar.  21, 
1994 — was  at  a  share.  After  a  big- 
run  this  summer,  it's  now  at  18%. 

Is  Filimonov  baihng  out?  Far  from 
it:  He  has  raised  his  stake  in  Alpine 
from  4.5%  to  6.5%  and  is  still  buying. 
By  yearend,  his  stake  will  be  8%,  fig- 
ures Filimonov,  who  nans  the  $500  mil- 
lion Alexandra  Global  Investment  Fund 
I.  Among  offshore 
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assets  are  worth 


fimds  tracked  by 
Micropal,  Alexan- 
dra has  ranked 
No.  1  for  three 
years — through 
Nov.  1 — with  a 
gain  of  83.8%  vs. 
a  sector  average 
of  14%. 

Filimonov  ar- 
gues Alpine  is 
"the  type  of 
underappreciated 
value  stock  to 
buy  in  this 
volatile  market." 
He  notes  that  its 
much  more  than 


Alpine's  stock  sells  for.  Alpine  is  a  hold- 
ing company  with  subsidiaries  in  tele- 
coms  and  reft-actories — the  heat-resis- 
tant bricks  used  to  line  blast  fui'naces. 

Alpine  took  public  49.9%  of  its  Su- 
perior Telecom  unit  last  year.  It  makes 
copper  wire  and  cable  for  phone  com- 
panies, including  the  regional  Bells. 
This  business  is  robust — with  capacity 
tight  and  prices  rising — and  Superior 
Telecom  is  gaining  fast,  says  Stephen 
Balog  of  Furman  Selz,  a  New  York  in- 
vestment bank. 

Alpine's  refractories  are  emerging 
as  a  leader  too,  he  adds.  "As  with  wire 
and  cable  a  few  years  ago,  there's  an 
opportunity  for  Alpine  to  be  a  consol- 
idator  in  this  fragmented  industry," 
says  Balog.  He  notes  that  Alpine's  pact 
to  acquire  American  Premier's  refrac- 
tories set  a  value  for  Alpine's  unit:  Its 
85%  interest  in  the  business  is  worth 
$187  million,  or  $10  a  share — "twice 
what  we  estimated." 

Next  year,  Fihmonov  thinks  Alpine 
vrill  take  public  nearly  50%  of  the  re- 


fractories operations.  "That's  another 
Alpine  asset  whose  value  the  company 
will  sm'ely  unlock,"  says  Filimonov — as 
it  did  with  Superior  Telecom,  whose 
value  accounts  for  $13  of  the  Alpine 
stock  price.  Independent  shares  of  Su- 
perior trade  on  the  Big  Board  at  37. 

Taken  together,  Superior  Telecom 
and  the  refractories  will  be  worth  30  to 
31  a  share  in  a  year,  says  Balog. 

A  BARGAIN  AT 
WOOLWORTH'S? 

After  bowing  out  of  general  mer- 
chandise in  mid-July,  Woolworth  (z) 
stock  sagged  from  28%  to  18%  on  Oct. 
30.  Woolworth  closed  400  stores,  turn- 
ing 100  into  Foot  Locker,  Champs 
Sports,  and  other  specialty  shops.  But 
lately,  the  stock  has  edged  up,  buoyed 
by  bargain  hunters — including  Michael 
Price,  who  nuis  Franklin  Mutual  Series 
Fund.  He  has  2.8  milhon  shares,  a  2% 
stake.  Is  Woolworth,  now  at  21,  a  buy? 

Price  wouldn't  comment  on  his  pur- 
chase. Says  Gregg  Hymowitz  of  En- 
trust Capital:  "We  believe  Price  sees 
what  we  have  perceived — a  stealth 
kind  of  restinctuiTng  at  Woolworth  that 
the  mai-ket  has  yet  to  recognize."  Over 
the  past  two  years,  he  says,  the  com- 
pany has  improved — with  reduced 
debt,  a  rebuilt  infrastnacture,  healthy 
pi-ofit  margins,  and  improved  earnings 
per  share  on  its  continuing  operations. 

In  short,  says  Hymowitz,  Woolworth 
is  in  a  gi'owth  mode.  Woolworth  has 
become  more  innovative,  moving  into 
catalogs  and  the  Internet.  In  the  thu-d 
quarter,  revenues  declined  12%,  to  $1.6 
billion,  because  of  lower  back-to-school 
sales,  and  earnings  fell  29%.  But  he 
sees  eai-nings  next  year  of  $2  a  share, 
up  from  1997's  estimated  $1.60.  In  12 
months,  he  expects 
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the  stock  to  hit  30. 

Hymowitz  and 
partner  Mark  Fife 
expect  Woolworth 
to  sell  its  German 
division.  Wool- 
worth  in  Gennany, 
with  sales  of  $1 
billion,  broke  even 
last  year  and  is 
expected  to  turn  a 
profit  this  year. 
Fife  and  Hy- 
mowitz value  it  at 
more  than  $200 
milhon.  Hymovdtz 
figures  the  pro- 


ceeds from  the  sale  may  be  used  t 
quire  additional  athletic  retailers 
repm-chase  shares.  Woolworth  sp( 
man  Jack  Pagrabs  says  the  compa 
focusing  on  an  aggi'essive  capital-sp  jjl 
ing  program.  He  wouldn't  commei 
the  sale  of  Woolworth  in  Germany. 

WHY  SAM  ZELL 
LOVES  TRANSMEB 

Trading  at  13  in  its  heyday 
years  ago,  Ti-ansmedia  Net\ 
(tmn)  was  a  popular  "concept"  s| 
that  had  something  novel  to  off^ 
charge  card  that  was  designed  to 
money  for  its  members  at  restaurJ 
hotels,  and  recreational  faciUties.  £1 
then,  the  stock  has  tumbled  to  51 
the  way  down,  it  attracted  a  s^ 
investor — Sam  Zell,  the  real  esl 
mogul  and  financier.  He  has  cut  a  j 
with  Transmedia  Chairman  and 
Melvin  Chasen:  Zell  has  acquired  s 
worth  19%  of  the  company,  I 
warrants  that  will  give  him  a  i 
Tr-ansmedia  stake  of  29%. 

What  dod 
FRESH  WIND  aU  mean?  Insif 
IN  ITS  SAILS?  believe  that  i 
will  end  up  (I 
ing  the  compl 
since  he  virtJ 
controls  it  alnl 
with  the  deal 
tween  Trana 
dia  and  Z| 
Equity  Grou{| 
vestments, 
of  the  (I 
Chasen  vdll| 
tire,  and  a 
Zell-approl 
chief  will  ba 
stalled.  Also, 
has  obtained  the  rights  to  acql 
Chasen's  10%  stake,  says  Robert  Ra 
who  runs  the  investment  firm  3 
Renck.  Combined  with  his  current 
ings,  that  acquisition  would  give  Z| 
nearly  40%)  slice  of  Ti'ansmedia. 

"Zell  will  derive  a  lot  of  cross-i| 
keting  advantage  with  Ti*ansme(l 
says  Renck.  Transmedia's  1.3  mij 
members  and  a  variety  of  savings 
grams,  he  notes,  could  prove  usefi] 
Zell's  other  businesses — hotels,  resj 
rants,  radio  stations,  and  cruise  la 
"All  of  a  sudden,  I'm  getting  calls  alj 
Ti'ansmedia  from  institutional  inves 
since  the  Zell  deal,"  says  a  Transmj 
executive.  "They  are  rediscovering] 
stock,"  he  adds. 
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irith  an  Arts-Driven  Curriculum: 
tor  Tomorrow's  Worl(place 

S  WEEK  and  The  McGraw-Hill 

nal  and  Professional  Publishing 

I  cooperation  with  the 

ion  for  Supervision  and 

jm  Development,  the  Council 

State  School  Officers,  the 

t's  Committee  on  the  Arts  and 

anities,  and  The  Getty 

n  Institute  for  the  Arts,  selected 

irs  of  Schools  with  an  Arts- 

urriculum:  Educating  for 

w's  Workplace.  The  awards 

six  elementary  and  four 

■y  schools  that  have: 

1  an  arts-driven  curriculum 
strated  that  the  process  of 
ping  such  a  curriculum  can 
ly  adopted 
;d  a  responsibility  to 
and  conduct  worl<shops  for 
chool  teams  on  how  to 
a  new  school  or  redesign 
ting  one 


increased  student  achievement  in 
the  context  of  a  standards-based 
curriculum 

promoted  arts  learning  in  all  subject 
areas  to  better  prepare  students  to 
enter  the  21st  century 


Tlie  Winning  Scliools  Are: 

■  Acequia  Madre 
Elementary  School  - 
Santa  Fe,  New  Mexico 

■  Cesar  Chavez  Elementary 
School  -  Norwalk, 
California 

■  Elm  Creative  Arts  School 
-  Milwaukee,  Wisconsin 

■  Fort  Hayes  Metropolitan 
Education  Center  - 
Columbus,  Ohio 

■  Newton  D.  Baker  School  of  Arts 
Cleveland,  Ohio 

■  Redcliffe  Elementary  School  - 
Aiken,  South  Carolina 


"The  Business  Week 
Awards  have  been 
given  to  educators  who 
have  demonstrably 
improved  the  teaching 
and  learning  process 
in  their  schools  or 
communities." 


DAVID  G.  PERM, 
Publisher,  Business  Week 


m  Richey  Elementary  School  -  Tucson, 
Arizona 

■  Enloe  High  School  -  Raleigh,  North 
Carolina 

■  Washington  Irving  High  School  - 
New  York,  New  York 

■  Woodland  High  School  -  Woodland, 
California 

The  winning  schools  have  each 
received  a  $2,000  grant,  of  which 
$1,000  is  an  honorarium  to  the  institu- 
tion for  its  dedication  in 
using  the  arts  to  improve 
teaching  and  learning.  The 
remaining  half  will  cover 
expenses,  as  each  school 
shares  its  winning 
approach  at  workshops 
and  conferences  with  other 
educators  throughout 
the  nation. 

To  call  or  write  to  these 
schools'  principals  or 
superintendents  for  information  that 
will  help  to  adapt  or  adopt  these  effec- 
tive strategies,  please  write  or  fax  the 
request  to  receive  a  copy  of  Schools 
with  an  Arts-Driven  Curriculum: 
Educating  for  Tomorrow's  Workplace 
publication  to:  Charlotte  K.  Frank, 
V.R-Research  and  Development,  The 
McGraw-Hill  Companies,  1221  Avenue 
of  the  Americas,  New  York,  NY  10020, 
phone  212/512-6512,  fax  212/512-4769. 


jbz  elementary  school 
:alifornia 


RICHEY  ELEMENTARY  SCHOOL 
TUCSON.  ARIZONA 


ENLOE  HIGH  SCHOOL 
RALEIGH,  NORTH  CAROLINA 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX;  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 
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BUSINESS  WEEK  MARKETPLACE      ,  ;,|| 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2(|j  ;gi 
CHICAGO,  IL  60611  U^^^ 


Business*  Opportunities 


$350K+++  Annual  Profit 

Potential  From  Home 
from  less  than  $10K  start  up! 


•  $75K  possible  first  few  montfis 

•  Nominal  overhead 

•  Exciting  brealdhrougfi  products 

•  24  flour  support  system 

•  No  employees  •  No  inventory 

•  No  selling  experience  required 

•  Flexible  hours 

'  Portable-operate  anywhere  you 

have  fax  and  phone 
Financial  freedom  can  be  yours  in 
90  days!  Find  out  more  today: 

1-800-432-0018,  Ext.  5252 
Fax  207-767-1103 


CONSULTANTS 


International  firm  expanding  in 
I  S  needs  independent  consultants 
to  represent  our  company.  We 
offer  some  of  (he  finest  Training 
and  Development  processes 
available  today.  Very  high  income 
potential.  P^xtensivc  training  and 
support.  Management,  marketing, 
or  consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  lo: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.E.  Engle,  VP  Development 
Department  VVB127 

i\  Hickory  Road 
Mohnton,  PA  19540 
(800)  799-6227,  Ext.  12 
EAX:  (610)  775-9686 


PowrU  IncomelS 


Ambitious  Entrepreneurs 
Wanted  for  Proven  Business 
Powerful  Training  &  Support 

1/800-518-7296 


I  MADE  OVER  $1,000,000 
LAST  YEAR... 


..ma  zero  stress,  relaxed,  ideal 
lifestyle,  simple,  home-based  business! 
Now  I  want  to  teach  2  highly 
motivated  persons  in  your  area  my 
turn-key  system  Call  my 


24  Hr.  Hotline  800-367-3881 


Turn  Human  Resources 
into  Resourceful  Humans 

Prestigious  Home-Based  Business 

•  Proven  turn-key  system 

•  Financially  impressive 

•  (^omprehen.sive  training  & 
ongoing  support 

•  Not  MLM 

•  99'?i  customer  satisfaction 

Call  (800)  745-0670 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  Leases  from  Sl.OOOto 
$10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

L  The  Lojn  C  onvullanis,  Inc.  . 


Real  Estate 


Smoot/i  Sailm^  -fJhuui 

CALL  FOR  A  FREE  BOOKLET: 
HOW  TO  BUY  YOUR  HOME  IN  FLORIDA 

What  to  look  for — What  to  look  out  for. . . 

PRINGLE  DEVELOPMENT 
1-800-533-5940 


ht1p://www.pringle.com 

VOID  WHERE  PROHIBITED 


Business  Services 


INCORPORATE 
BY  PHONE!  ^ 


For  as  little  as  $39  plus  state  fees 
we  will  form  your  Corporation  or  LLC 
in  any  state.  Last  year  our  compa- 
nies incorporated  over  100,000 
businesses.  We  specialize  in 
assisting  first-time  incorporators. 

In  as  little  as  5  minutes  over 
the  phone  we'll  take  your  order  and 
in  most  states  you  will  be  incorpo- 
rated in  just  24-48  hours.  No  forms 
to  fill  out,  we  do  all  the  work! 

Call  now  to  set  up  your  company 
or  get  our  free  guide  to  incorpo- 
rating today! 

800-877-4224 

302-998-0598  •  FAX  302-998-7078 
www.corporate.com  •  CompuServe:  GO  INC 
Email:  info@corporale.com 

CORPORATE  AGENTS,  INC. 

Since  1899 


We  iiKorporate  everybody; 


INCORPORRTE 


3  •  FREE  Information 

^»  All  U  S.  States  and  Offshore 

^  •  Attorney  owned  and  operated 

1-800-672-9110 

www.corpcreations.coni 


TRRDEMRRK 


rAXF/?EE  NEVADA 


You  have  undoubtedly  already  learned  of  the 
great  benefits  of  incorporating  in  Nevada.  Now 
learn  about  our  low-cost  incorporation  and 
valuable  support  services  tor  small  busi- 
nesses. Wyoming  and  offshore  services  too. 
FREE  INFORMATION.  CALL  TODAYI 


Carson  Registered  Agents,  Inc. 
TOLL  FREE  (888)  330-4020 
www.lnc-america.com 


Franchising 


Franchise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

Francorp^  „^ 

SpeclBllatB  In  FrBochlae  Development  BW 

1-800-FRANCHISE  (1-800-372-6244) 


Education/lnstrucm^ei 


MBA 

WITH  THE  FIRST  UNIVEI 
TO  BE  AWARDED  ISO 

Bachelor,  Master,  Doci 


;  FREE  Business  Libr  j.  i«  2^ 

12  Volume  CD  Reference  L 


Executive  Certific 

Total  Quality  Managemen 
Environmental  Managemi 
International  Trade  &  Coi 

Newport  Universi 

20101  S.W.  Birch,  Suite 
Newport  Beach.  CA  92( 
httpi/Zwww.newport, 
E-Mail:  adii<issions@newp( 
714-757-1155  •  800-34J§^  cit 


Education/lnstructi  mat 


MBA  byDistahce 

Maior  Bniish  univeisity  otters  accreditee 
Bachelor's  or  GMAT  needed  Chosen  by 
Intelligence  Unit  as  one  of  world's  best  MB/ 


HEHIOT-WAn  UNIVERSITY  I  (800)  Ml 
North  American  Distributor  I  Ask  fi 
6921  Stockton  St,  Suite  2,  El  Cerrito,  CI 
For  immediate  FaxBack  literature:  fi 
fax  machine's  phone,  call  (510)  486  R 


351 


1963 


University  Degfii 


Approved  Self  Paced  Homtl 
Associate  Bachelors  Masters  f 

Empliasis  in  Business  Admin  Pub! 
Health  Care  Admin,  Human  Rel 
Finance,  Int  I  Business.  Tech  Mgl 
Paralegal,  Psychology.  Computer f 
http://www.scups.edu 
Email:  enroll@scups.ec' 
1-800/477-2254  (24  hrs 
Southern  California  Univel 
for  Professional  Studie 
1840  E.  17  St-BW.  Santa  Ana,  Cl 


Get  a  Colle( 
Degree  In  27  E 

BS/  MS/  MBA/  PhD., 

Including  graduation  ring,  tra 
diploma    Yes,  it's  rea 
guaranteed  and  accredited. 
Columbia  State  Univet 

1-800-689-8647  2 


29 


INVEST  IN  YO 


Your  VALUE-:  Is  What  You  Kji 
Appri'ved  BS  v  and  Masters  in  Busi 
Engineenng  Through  Distance  1 


CNU 


I69OT  Panht-nia  Sireel.  North  Hi 
For  Catalog  Call  1-800-782 
Web  Site:  http:  //www.cnua 


AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
(312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 
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al  Services 


ounts  Receivable 
in  24  Hours. 

800-338-7353 


ei/Asia 


uth  Pacific 
ed  Air  Fares 


Airlines  Including... 

s,  Cathay  Pacific, 
Air  New  Zealand 


)  /  800-631-2824 

I  www.chisholmair.net 


is  Services 


SS  PLANS 


usiness  Plans  For 
Venture  Capital 
te  Loans 

)rporate  Attorney 

363-2453 

quotations 


C  TOPICS  AVAILABLE! 

le  290  page  catalog 
leports  also  available 
H  ASSISTANCE 
iho  Ave ,  #206BF 
e!es,  C.A  90025 
TLINE:  800-351-0222 


arcli-assistance.com 


SS  Services 


onal  Checks 

^e  purchase  of  600 

Paff  Busiiu'ss  Clii'iks 

ir  good  thru  12/31/97) 

0-239-4087 


[er  Software 


Is     $^  yQ  shipments 

t.com  800-773-9373 
•ORMATS  &  Calculates 
file  Official  Forms  for 
,  9, 11, 12,  and  13 


Financial  Services 


^JNVESTMENT 

Get  it  back  in  one  year! 

(Or  we  refund  full  book  price!) 

^iSlli  1-800-982-5663 

1820  First  Federal  Plaza  ^^..^ 
Rochester,  NY  14614  ONLY! 


[losilnveshnenft 


Check 
M.O. 
Visa 
MC 
Amex 


Telephone  Equipment 


Turn  Your  Old  Phone 
System  Into  Cash!!! 

•  BUYING  -  any  used  phone 
systems  paying  top  $$$ 

•  SELLING  -  like  new  AT&T 
and  Northern  telecom  multi- 
line phone  systems 

Call  Stephen  1-800-378-4265 
Atlantel  Business  Comm. 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

Laserjet       Colorpro       Draft  /  Master 
DeskJet       Draftpru  DesignJet 
Electrostatic  Plotters  Ruggedwriter 

HP  9000  Workstations  &  Vectras 
Demo  &  Refurbished  Equipment 
Ted  Dasher  &  Associates 

PO  Box  131269  Birmingham,  AL  35213-6269 
Phone  205/263-4747  Fax  205/263-1 108 
800/638-4833  •  E-mail  sales@dasher  com 


Corporate  Gifts 


Logo  Tattoos! 


1 000  Temporary  Tattoos  with  your  Logo, 
Just  S189.00!! 

plus  $10.00  S&H  (CA  add  7.25%  sales  tax) 
Customized!  Full  Color!  2"  X  2" 

Calico 

3000  Alamo  Drive,  Ste  201  •  Vacaville,  CA  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 


Int'l  Marketing/Consulting 


Do  Business  in  Japan 

China,  Malaysia,  Hong  Kong,  Singapore 
Staples  Technology  Research 

John  Staples  Ph.D. 
713-266-8800  •  415-964-8800 


Audio  Books 


BOOKS 
ON  TAPE 


^^World's  Largest  Selection  of  Audio  Books< 


Best  Sellers  on  Cassette 
Full-length  Readings 
Call  for  More  Information 

http://booksontape.com 


(800)  88'BOOKS 


Menswear/Gifts 


Keep  Your  ROLEX^ 
Watch  Running! 


SINGLE  HEAD 

For  one  or  two 
watches.  $495 


TRIPLE  HEAP 


Get  An 
Watch  winder* 


Keeps  Your  Watch  Fully 
Wound  And  Ready  To  Wear. 


The  perfect  accessory  for  ROLEX  ' 
watch  owners.  No  need  to  reset 
time,  day,  date,  etc.  Silent  operation. 
Fine  hardwood  or  leather  case. 

800-800-4436 

Shipping  .ind  h.indlmg  included 
,i>.M.ci,ili-d  wUh  Kok-K  W.ik  h.  L  S  A 


Menswear/Fasfiion 


Tie  Out  of  Control? 

Brass  or 

M^iM  STAINLESS 

STEEL 

1  J 

lufl  $16.50 

BL. 

■H  Plus  $3.00 

IHkH  Shipping 

1  ~  f-  1 

The  Original  Concealed  Tie  Clip 

Talisman 

2315  45TH  AVE.,  s  r.,  CA94116 

415«665'3787 

Corporate  Gifts 


DESIGNED  FOR 
MILITARY  PILOTS 

Solid  stainless  steel 
case  &  band  •  Double 

lock  clasp  •  Screw-in 
back  &  crown  •  W/R  to 

330  ft  •  Date  window 

•Revolving  bezel 
Hardened  nninerariens 

•  VD57  quartz  hhov't 
by  SEIKO  -  30  Day 

nnoney  back  guarantee 

•  Ltd.  lifetime  warranty 

•  Deluxe  Gift  Boxed 

•  Same  day; shipping 
$350  VALUE  NOW 

ONLY$159+$6S&H 
CREDIT  CARDS 
1.800.544.4365 


ASK  FOR  OPERATOR  459 


2-459  •  Beverly  Hills,  CA  90210 


EDITED  BY  AMY  DUNKiN 


Feasts  for  the  Eye 
—And  the  Mind 


■jM,  i 


Imagine  trekking  across 
the  Chang  Tang  na- 
ture reserve  in  Tibet, 
where  graceful  an- 
telopes forage  for  food 
amid  patches  of  sum- 
mertime snow.  Picture  your- 
self in  Botswana,  peering  into 
the  jaws  of  an  angry 
hippopotamus — so  close 
that  you  can  see 
ridges  on  his  in- 
cisors. Step  back 
in  time  to  ac- 
company British  explorers  ear- 
ly this  centiuy  to  what  is  to- 
day Northern  Iraq,  where 
Kurdish  tribal  leaders  greet- 
ed them.  Examine  a  small- 
scale  model  of  Chartres  cathe- 
dral or  the  Sydney  Opera. 

With  the  help  of  this  year's 
bountiful  crop  of  coffee-table 
books,  you — or  the  folks  on 
your  holiday  shopping  list — 
can  do  all  this  and  more.  As 
always,  dozens  of  titles  show- 
case beautiful  artwork  or 
speak  to  passions  from  food 
and  wine  to  music.  But  the 
best  of  the  lot,  rather  than 
simply  compiling  a  collection 
of  attractive  photos,  offer 
something  that  can  draw  peo- 
ple back  repeatedly — an  ex- 
perience, a  mood,  or  a  rich 
slice  of  hi.^^tory.  Most  of  these 
titles  retail  for  $75  or  less, 
and  online  booksellers  offer 
30%  discounts,  making  many 
relative  bargains. 
EXOTIC  PLAINS.  Tihrt's  Hid- 
den Wildeniess  {K;'rry  N. 
Abrams,  $45)  is  one  i  i  e  ex- 
ample. The  noted  nat.  r  alist 
George  Schaller,  direcu  for 
science  at  the  Wildhfe  '^n- 
sei-vation  Society,  took  the  '  - 
resting  photographs  on  i 
merous  visits  to  the 
Chang  Tang,  or  north 
ern  plain,  of  Tibet.  He 
also  wrote  the  fasci- 


Holiday  Gifts 


BOOKS 


nating  text,  which  interweaves 
the  histoiy  of  Western  explor- 
ers in  Tibet  with  tales  of 
studying  rare  mammals,  such 
as  the  wild  yak  and  the  Ti- 
betan brown  bear.  Thanks  in 
part  to  Schaller's  efforts,  the 
Chinese  government  has  set 
aside  125,000  square 
miles  as  a  protected 
reserve.  Among 
the  many  books 
that  are  now 
available  about 
Tibet,  Schaller's  is  a  clear 
standout. 

Also  spellbinding  is  Eye  to 
Eye  (Taschen,  $39.99),  a  port- 
folio of  animal  closeups  by  the 
Nethei'lands-bom  photogi'aph- 
er  Frans  Lanting.  Working 
alongside  animals  in  the  wild 
as  well  as  in  captivity,  Lan- 
ting photographed  an  array  of 
creatures  from  panthers  to 
penguins  in  such  a  way  that 
the  viewei'  has  a  sense  of  look- 
ing into  an  animal's  soul.  Per- 
haps that's  because  Lanting, 
whose  work  often  appears  in 
National  Geographic  magazine, 
found  himself  "thinking  and 
moving  like  an  animal"  in  set- 
ting up  many  shoots,  he  wiites 
in  notes  at  the  back  of  the 
book. 

Much  as  a  fine  nature  book 
can  transport  a  person  to  an- 
other place,  a  good  vi 
sual  history 
can  trans- 
port some- 


one to  a  different  culture  and 
period.  Kurdistan  (Random 
House,  $100)  is  an  ambitious 
assemblage  of  photos  and  doc- 
uments about  the  Kurds,  a 
Muslim  people  living  in  an 
area  that  spans  parts  of  Iran, 
Iraq,  Syria,  and  Tiu-key. 

Today,  the  Kurds  may  be 
best  known  for  the  vio 
lence  that  they  have 
suffered  at  the  hands 
of  Saddam  Hussein's 
armed    forces.  But 
what  is  their  history? 
This  elegant  scrap- 
book  tells  of  contacts 
early  in  this  centu- 
ry   between  the 
mountain-dwelling 
Kui'ds  and  British  traveler's. 
It  also  delineates  the  Kur- 
dish people's  decades-long 
struggle  for  political 
autonomy.  Photo- 
journalist  Susan 
Meiselas  has 
painstakingly 
collected  the 
materials  that 
make  this  a 
riveting  intr'o- 
duction  to 
the  Kurds 
The  histor- 
ical sum- 
maries by 
Dutch  anthro 


pologist  Martin  v 
nessen,  however,  a 
pointingly  dry. 

It's  quite  the  opp( 
Alan  Brinkley's  muc 
er  contributions  to  E 
Nation  (Knopf,  $75) 
history  of  the  U.  S.  tl 
the  riches  o: 
brary  of 


my 


oftk 
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nkley  presents 
informative  in- 
different peri- 
an  history.  Se- 
the  library's 
low,  including 
ps  of  the  new 
IS,  posters,  and 
cplanatory  cap- 
;llent,  too.  De- 
period  of  U.  S. 
enjoy  this 

sion  years  come 
;lief  in  Berenice 
ling  New  York 

of  the  City  of 
,nd  The  New 
icluded  are  all 
white  images — 
lings  and  store- 
ibbott  took  for 
;  funded  by  the 
iVorks  Progress 
y.  Abbott,  who 

the  surrealist 
Paris,  became 
nown  for  her 
graphs  of  New 
k  City.  These 
ctures  capture 
:he  grandeur — 

as    well  as 

simplicity — of 
Duildings  in  the 
Os. 

a  far  different 
ctural  experi- 
unfold  The  Ar- 
litecture  Pack 


(Knopf,  $50).  Models  of  fa- 
mous buildings,  such  as  the 
John  Hancock  Center  in 
Chicago,  pop  up,  while  princi- 
ples of  architecture,  such  as 
tension  structure,  are  well 
demonstrated  through  draw- 
ings and  sample  constractions. 
Peppered  with  short  biogi'a- 
phies  of  architects  and  inter- 
esting facts  (the  word  "mau- 
soleum" derives  from  the 
monument  to  the  Greek  king, 
Mausolus),  The  Architecture 
Pack  is  like  a  whirlwind 
course  in  the  disciphne. 
SILK  PAINTINGS.  A  number  of 
worthwhile  art  books  are  out. 
They  range  from  The  Private 
Collection  of  Edgar  Degas 
(Harry  N.  Abrams,  $65), 
linked  to  the  cuirent  exhibit 
at  the  Meti'opolitan  Museum 
of  Art,  to  Thomas  Moran 
(Yale  University  Press,  $60), 
pubhshed  in  association  with 
the  National  Gallery  of  Ai-t, 
where  his  distinctive  land- 
scapes are  on  display.  But  the 
most  im.pressive  art  book  is 
Three  Thousand  Years  of  Chi- 
nese Painting  (Yale  Univer- 
sity Press,  $75). 

The  product  of  an  unprece- 
dented collaboration  between 
Chinese  and  U.  S.  scholars, 
this  comprehensive  review  of- 


fers a  detailed  text  and  stun- 
ning photographs  of  Chinese 
art,  ranging  from  700-year-old 
landscapes  meticulously  paint- 
ed on  silk  to  the  free-style 
bi-ushwork  of  artist  Qi  Baishi 
in  the  1940s  and  1950s  depict- 
ing natui'e  scenes. 

The  holiday  season  also 
brings  the  usual  run  of  books 
about  food,  wine,  and  music. 
Among  the  notable  entries  is 
Food  Markets  of  the  World 
(Harry  N.  Abrams,  $35),  a 
pleasui'able  torn'  through  some 
of  the  world's  most  colorful 
markets,  with  a  smattering  of 
recipes  and  a  mouth-watering 
text  by  restam-ant  critic  Mimi 
Sheraton. 

The  New  Sotheby's  Wine 
Encyclopedia  (DK  Publishing, 
$50)  is  an  exhaustive,  user- 
friendly  guide  for  oenopliiles — 
or  would-be  ones.  And  for 
those  who  enjoy  lighting  up 
after  a  good  meal  and  fine 
wine,  Habanos:  The  Story 
of  the  Havana  Cigar 
(Rizzoli,  $50)  offers  an  in- 
side look  at  Cuba's 
farms,  towns,  and 
factories  that 


produce  this  famous  export. 

Music  bufifs  might  enjoy  88 
Keys:  The  Making  of  a  Stein- 
way  Piano  (Clarkson  Potter, 
$25).  With  detailed  drawings, 
the  book  tells  how  the  instru- 
ment is  made  and  provides  a 
lively  company  history. 

For  another  mood  entirely, 
try  Seeing  Jazz:  Artists  and 
Writers  on  Jazz  (Chronicle 
Books,  $35).  Drawing  on 
paintings  by  Romare  Bear- 
don,  writings  by  Toni  Morri- 
son, and  a  host  of  others,  the 
book  summons  up  the 
rhythms  of  this  uniquely 
American  art  form.  From  the 
sounds  of  New  Orleans  to  the 
haunting  beauty  of  Tibet,  evo- 
cations of  other  places,  peri- 
ods, and  moods  characterize 
the  best  of  this  hohday 
season's  gift  books. 
Karen  Pennar 


her"  1^1. 


No  Math  Until 
Homework's  Done 


Math  education  in 
the  U.S.  is  a 
mess.  Parents, 
educators,  and 
politicians  are  squab 
bling  over  "standards- 
based"  math,  a 
prevalent  teach- 
ing philosophy 
that  emphasizes 
teamwork,  creativity, 
discovery  over  drills 
memorization.  The  goals  are 
0.  K.,  but  some  schools  have 
gone  overboard,  and  basic 
math  skills  have  suffered. 

The  National  Council  of 
Teachers  of  Mathematics  is 
planning  to  revise  the  stan- 
dards. But  as  a  parent,  you 


Holiday  Gifts 


SOFTWARE 


and 
and 


owmed  by  cue  International. 
Some  reviewers  have  panned 
the  use  of  repetitive  drills 
and  video  game  thiills  in  this 
series.  But  the  games 
clearly  hold  kids'  atten- 
tion, and  with 
math,  that's  half 
of  the  battle. 
Played  on  a  PC 
that  nms  at  150  Mliz  and  has 
16  MB  of  memory,  or  on  an 
equivalent  Mac,  Math 
Blaster:  Ages  6-9  (previously 
called  Mega  Math  Blaster) 
delivers  great  graphics  and 
game  play.  Children  set  the 
levels  of  difficulty  and  can 
print  out  scores  and  certifi- 
cates at  the  end. 


the  games — which  is  a  lot 
better  than  just  sviitching  on 
the  TV.  David  Silver,  the  11- 
year-old  son  of  a  BUSINESS 
WEEK  colleague,  tested  both 
programs  and  found  them 
nearly  as  engaging  as  his 
Sony  PlayStation.  For  chil- 
dren 10  to  14,  there's  also  a 
relentlessly  hip,  MTV-like  pro- 
gram from  Theatrix  called 
Math  Heads. 

Younger  kids,  who  sei"ved 
as  my  main  guinea  pigs,  gave 
high  marks  to  Math  Work- 
shop Deluxe,  made  by 
Broderbund  Software  and  de- 
signed for  6-  to  12-year-olds. 
It  employs  bowling  gorillas, 
rockets,  and  other  gizmos  to 
teach  fractions,  decimals,  and 
word  problems.  Knowledge 
Adventure's  new  title,  Jump- 
Start  2nd  Grade:  Math,  of- 
fers more  conceptual  games, 
but  the  action  is  slower. 

Obviously,  tastes  will  vary. 
If  possible,  try  programs  out 


PROGRAMS  THAT 
DON'T  BORE 

JUMPSTART  THIRD  GRADE:  MYSTERY  MOUNTAIN 

Kmmkdge  Adventure  Children  solve  a  mystery 
and  save  the  earth.  Not  strictly  a  math  program, 
but  logic  and  listening  get  a  good  workout. 


LOGICAL  JOURNEY  OF  THE  ZOOMBINIS  DELUXE 

Bnxlerbmd  Exotic  and  alluring.  Helps  kids  think 
systematically  without  drills  or  shoot-'em-ups. 

MATH  BLASTER:  AGES  Davidson 

Players  can  switch  quickly  among  Uvely  drills  and 

unapologetic  video  game  fun. 

MATH  HEADS  Tlieatria: 

The  hippest  program  for  kids  10  and  up.  MTV- 
style  attitude  with  a  variety  of  fast  drills. 

MY  PERSONAL  TUTOR:  MATHOPOLISMcro.so/i! 

Math  drills  for  kids  3  to  7.  When  the  going  gets 
rough,  a  clever  animated  tutor  appears  and 
coaches  without  being  annoying. 


may  not  want  to  v\ail.  With 
the  latest  batch  of  kids'  math 
cu-KOMs  in  hand,  you  don't 
have  to.  A  broad  selection  of 
progi'ams  for  PCs  and  Macs, 
mostly  costing  around  $30, 
will  help  you  drill  in  s(jme 
basic  infoi'mation  to  supple- 
ment what  your  kids  get  in 
school  (table). 

You  can  begin  by  checking 
out  the  spiffed-up  Matli 
Blaster  series  ft'om  Davidson, 


l-'(ir  iiltler  children.  Math 
Blaster:  Ages  9-12  and  Math 
Blaster:  Pre-Algebra  are 
packed  with  puzzles  and  ex- 
ercises that  introduce  equa- 
tions, negative  numbers,  x 
and  y  values,  and  the  like. 
Both  programs  include  pure 
games  that  have  nothing  to 
do  with  the  math.  That  an- 
noys some  parents.  But  most 
kids  will  move  back  and  forth 
between  the  exercises  and 


before  buying.  You  can  do 
that  at  many  computer  and 
software  shops. 

Some  of  the  hottest  titles 
don't  involve  any  blasting  or 
drilling.  A  good  example  is 
Brodei'bund's  Logical  Jour- 
ney of  the  Zoombinis  Deluxe 
(ages  9  and  up).  The  first 
time  we  loaded  it  at  home,  I 
was  skeptical.  You  have  to 
shepherd  a  gang  of  odd  lit- 
tle creatures  across  an  im- 


posing obstacle  course 
quires  trial  and  error, 
evitably,  a  lot  of  the 
get  lost.  I  didn't  immi 
see  the  point  and  didn' 
anyone  was  learning 
But  my  7-year-old 
friend     were  ent 
They're  still  playing 
three  weeks  later,  anc 
ing  a  lot  about  gr 
graphing,  and  sorting, 
PERSONAL  TUTOR.  F 
dren  under  7,  ther 
much  engaging  mat 
ware  on  the  market, 
ception  is  Microsoft'; 
opolis,  which  comes  b 
with  reading  and  s 
software  in  a  $54,  fo 
set  called  My  Perso 
tor.  The  developers 
thought  about  how  t' 
bine  drills  and  instruci 
Mathopolis,  children  ai 
subtract  numbers  to 
rockets,  defeat  ani 
tug-of-war  matches, 
at  bingo,  while  pare: 
just  the  level  of  diffici 
The  best  feature  is 
mated  tutor  that  mcl 
your  child's  progresj 
wanders  onto  the  scr 
provide  tips  when 
aren't  going  smoothl  llVi 
testers  seemed  to  w( 
his  intrusions.  They  li 
to  his  explanations,  pr, 
a  little,  and  jumped  ba 
the  drills  without  a 
or  a  yawn. 

Microsoft  isn't  th( 
one  to  experiment  i  tton  j] 
vein.  NumberMaze 
lenge,  from  Great  Wav 
ware,  ages  5  to  11,  in 
tutorials  but  is  hard 
up  and  requires  gro 
supervision. 

Lively  math  drills 
turbocharge  skills, 
they  also  deaden  crea 
It'll  be  years  before  s 
gists  settle  that  qu 
Meanwhile,  don't  und 
mate  entertainment  va 
most  households,  mat 
grams  will  be  somethii 
plunge  into  after  finish 
real  homework,  just  lik 
Station  games  and  S 
Doo  reruns.  If  they' 
fun,  they'll  gather  dus 
besides,  they're  suppo 
be  gifts,  right? 
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an  Mountain  in 
lont   is   one  of 

England's  popu- 
lestinations 

and  cross- 
ers. 

re- 
•ent- 
skis 

ily  popular  items, 
noisseurs  of  win- 
;nowshoes  are  the 
tratton,  they  ac- 
;  many  rentals  as 
ry  skis,  says 
who  nms  the  re- 
c  Center.  "There's 
;k  learning  curve 
eing  that  every- 
5  it,"  says  Hill. 
!ing  is  the  nation's 
ving  winter  sport. 
3  trade  group  Ski 


Industries  America.  The 
sport  took  off  in  the  early 
1990s  with  the  development 
of  high-tech  equipment  fea- 
turing lightweight  aluminum 
frames,  plastic  deckings  that 
replaced  the  old-fashioned 
webbing  to  keep  the  shoe 
from  sinking  into  the  snow, 
and  simple  nylon  bindings 
that  can  be  used  with  any 
winter  boot. 

Snowshoes  are  available  at 
most  outdoor  retailers,  and 
some  resorts  offer 
courses  and  fitness 
tours.  There's 
no  mysteiy  why 
the  sport  has 
mushroomed. 
Snowshoeing  is  a  gi-eat  ecjual- 
izer.  It  takes  only  a  little 
more  skill  than  walking, 
it's  great  exercise,  and 
it's  a  whole  lot  cheaper 
than  airfare  to  Vail  and 
a  week's  worth  of  lift 
tickets.  For  $100  to  $250, 
you  can  buy 
a  top-quality  HIKING:  A 
pair  and  start  larger  size 
out  in  your  to  help 
backyard,  on  a  support  a 
golf  course,  or  backpack 


SNOWSHOEING  AT  STOWE: 

The  big  draw  for  teiiderfeet 
is  a  short  learning  curve 

virtually  anywhere  there's 
snow. 

Snowshoes  make  an  excel- 
lent holiday  gift  for  any  fam- 
ily member  interested  in  win- 
ter sports.  And  buying 
snowshoes  is  much  easier 
than,  say,  picking  out  a  new 
computer.  The  siA  lists  14 
snowshoe  makers.  But  for 
most  buyers  the  choices  will 
come  down  to  a  handful  of 
major  brands  including 
Tubbs,  Atlas,  Sherpa,  and,  in 
the  Rockies,  Redfeather  Most 
companies  have  their  own 
Web  sites,  which  are  packed 
with  information  on  their 
products,  advice  on  snow- 
shoeing,  and  links  to  other 
resoiu'ces.  Two  good  sites  are 
www.tubbssnowshoes.com 
and  v^^ww^atlasworld.com. 
SINKING  FEELING.  The  key 
tilings  to  consider  when  buy- 
ing snowshoes  are  the  user's 
weight  and  the  type  of  snow- 
shoeing  he  or  she  will  likely 
do.  Body  weight  determines 
the  size  of  the  snowshoe 
you'll  need.  Adult  shoes 
range  fi'om  25  to  36  inches;  a 
kid's  version  runs  ITA  inch- 
es. A  200-lb.  man  will 
sink  in  snow  wearing 
a  pair  that's  too 
small.  Size  is  also  a 
function  of  the  type 
of  snow  you'll  be  in. 
Heavier  wet  or  icy 
snow  requires  smaller 
snowshoes, 
while  powdery 
snow  requires 
larger  ones. 

Smaller 
snowshoes  are 
also  needed  for 
casual  hiking,  but  consider  a 
larger  pair  if  you  plan  to 
carry  a  heavy  backpack 
for  lunch  or  camping. 
Different  snowshoes 
are  designed  for  spe- 
cific types  of  teiTain 
or  activity,  ranging 
from  mountain  ex- 
leditions  to  casual 
hikes  to  aerobic 
workouts.  So  be 
sure  to  pick  out 
something  that 


SPRINTS: 

A  s)}ialler 
footprint  for 
r mining  and 
aerobics 


matches  yuur  approximate 
needs  and  climate. 

Two  popular  models  to 
consider  are  the  Tubbs 
Katahdin  (about  $200),  and 
the  Atlas  Model  825  (about 
$170).  Both  offer  lightweight 
aluminum  frames  and  plastic 
deckings.  The  main  difference 
is  the  binding.  Tubbs  uses  a 
pivot  system  where  your 
shoe  rotates  on  a  fixed  axis 
imder  the  ball  of  the  foot.  At- 
las uses  a  spring-loaded  bind- 
ing that  feels  cushier  but  less 
secure.  Both  work  well. 

Newer,  less  expensive 
models  ($100-$150)  are  made 
of  molded  polyurethane.  The 
drawback  is  that  some  of 
these  are  heavier 
than  aluminum 
snowshoes  and 
may  lack  a  de- 
sirable featiu'e:  a 
heel  cleat  that 
boosts  traction.  '^^ 
Also  available  are  a 
collapsible  model 
that  fits  in  a  fanny 
pack  (from 


WEBBED 
FEET: 

Classic 
styles  have 
new  bindings 


Wing  Entei-- 
prises  in 
Springville, 
Utah)  and  an 
Atlas  model 
equipped 

with  snowboard  bindings  so 
snowboarders   can  climb 
mountains  lacking  lifts. 
Unlike    downhill  or 
ci'oss-counti-y  skiing,  you 
,..  need  no  special  equip- 
*.\  ment  for  a  snowshoe- 
ing  jaunt.  Standard, 
flL  waterproof  winter 
•    boots   will   do — the 
]i  lighter  the  better.  A 
^  ]i  pair   of  gaiters  is 
\jI  sometimes  recom- 
mended  to  shed  snow 
*  off  your  legs.  And  foi- 
rougher  terrain  or  aerobic 
snowshoeing,  ski  poles  are 
recommended  to  maintain 
balance,  relieve  pressure  on 
leg  muscles,  and  strengthen 
the  upper  body. 

For  places  to  hike  and  in- 
formation on  snowshoeing 
events,  call  the  American 
Hiking  Society,  S88  SNO-HIKE. 
Or  just  scout  out  a  nearby 
golf  course  or  wooded  trail 
and  wait  for  the  white  stuff 
to  fall.  Geoff  re  ij  Smith 


Trolling  the  Web 
for  Salmon 


John  Dunn  prefers  his 
smoked  salmon  shced 
thinly  and  served  with 
a  squeeze  of  lemon  on 
ms  mom's  "beautiful"  brown 
bread.  He  should  know 
what's  good:  His  family  has 
been  smoking  fish  at 
Dunn's  of  Dublin  for 
175  years.  Alisa 
Meyer,  whose 
family  runs  the 
Totem  Smoke- 
house in  Seattle's  historic- 
Pike  Place  Market,  prefers 
her  salmon  with  cream 
cheese  on  crackers,  or  diced 
into  chowder,  or  served  in 
cream  sauce  atop  fettuccini. 
And  me?  I  like  it  the  New 
York  way,  layered  on  a  poppy 
seed  bagel  with  a  schmear  of 
cream  cheese. 

However  you  eat  it,  there's 
no  doubt  that  salmon  is  an 
ideal  luxury  gift  for  a  fi-iend 
or  business  associate,  or  a 
treat  to  dress  up  a 
holiday  brunch  or 
dinner  party.  P>ut 
finding  top-qualit>' 
smoked  salmon  can 
be  a  hassle,  espe- 
cially if  you  live 
outside  New  York 
or  a  few  other  At- 
lantic  or  Pacific 
Coast  metropolitan 
areas  where  the 
fish  has  long  been 
a  culinary  staple. 
Thanks    to  the 


World  Wide  Web,  however, 
you  now  can  net  salmon  with 
a  click  of  your  mouse. 

You'll  find  a  slew  of  smoke- 
houses and  specialty  I'etailers 
in  the  U.  S.,  Canada,  and 
Europe  (table).  Many  offer 
unusual  recipes — like 
Totem's  smoked  salmon 
pasta  sauce.  And 
all  seal  their 
sides  of  presliced 
salmon  in  plas- 
tic, swathe  them  in  ice  packs 
and  Styrofoam,  then  hand 
them  over  to  a  shipping  ser- 
vice to  get  the  fish  to  your 
table  in  two  days  or  less. 
"Some  people  even  request 
Saturday  morning  deliveiy  to 
have  theii-  salmon  in  time  for 
breakfast,"  says  Richard 
Schiff,  regional  sales  manager 
at  one  of  the  nation's  teinples 
of  loxdom,  Brooklyn's  Acme 
Smoked  Fish. 

When  I  sailed  across  the 


Web  in  sear-ch  of  salmon, 
the  fii'st  thing  that  hit 
me  was  the  variety 
available.  Years  ago, 
when  I  was  grow- 
ing up  in  Manhat- 
tan, the  selection 
f  in  my  neighbor- 
hood store  was 
hinited  to  salty  lox 
(actually  not  smoked 
at  all  but  soaked  in 
biine)  or  the  milder-tast- 
ing Nova  Scotia-style 
salmon.  You  can  still 
find  these  varieties  in 
stores  and  online,  of  com-se. 
But  you'll  also  find  smooth- 
tasting  Irish,  Scotch,  Noi-we- 
gian,  and  Pacific  salmon.  Some 
fish  are  farm-raised,  others 
caught  in  the  wild.  Mild-tast- 
ing and  pleasantly  fatty,  fami- 
raised  "Atlantic"  salmon  may 
come  from  the  U.  S.,  Canada, 
Europe,  or  even  Chile.  The 
wild  variety  hails  from  the 
northern  Atlantic  or  Pacific, 
is  less  oily,  and  has  a  more 
pronounced  flavor. 

Each  species  of  salmon,  be 
it  sockeye,  king,  or  cliinook, 
also  has  a  distinctive  flavor 
and  texture.  I  boned  up  on 
the  different  types  at  the 
Salmon  Page  (http://www. 
riverdale.kl2.orus/salmon.htm), 
a  project  of  the  Riverdale 
School  in  Portland,  Ore.,  that 
includes  a  useful  shopping 
guide.  Once  you've  decided  on 
the  tyi^e  of  salmon  you  want, 
figiu'e  out  how  you'd  like  it 
prepared:  Each  smokehouse 
has  its  own  recipe  combining 
salt,  hardwood  smoke,  and 
sometimes  sugar  and  spices. 

To  check  out  some  of  the 
Web's  fishy  fare,  we  assem- 
bled a  crew  of  business 
WEKK   staffers   to  sample 
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salmon  from  Totem, 
and   Homarus,   a  p 
smokehouse  in  Mt.  ; 
N.Y.  Totem's  cold-s 
sockeye  costs  $24.95  fo: 
pound  side,  plus  $28  fc 
ping  up  to  four  such 
Sockeye  is  a  Nova-sty 
Pacific  salmon  featurir 
bright-red  flesh.  Many 
tasters   liked   its  ii 
smoky-salty  flavor.  1 
hot-smoked  sockeye 
for  8  ounces),  which  is 
by  smoking  at  highe 
peratures,  fared  les; 
Many  found  it  to 
canned  fish. 
CRUNCH   AND  SNAP. 
Dunn's,  we  tried  a 
wild  Irish  salmon  ($58 
grams,  about  1.75  poui 
eluding  shipping).  Duni 
its  salmon  from  fish 
who  ply  the  waters 
Galway  coast.  An  eai 
ner-up  with  our  noshe 
smooth-tasting  fish 
such  comments  as  "c 
and       "gold  star 
No.  1  by  a  fin  was  Ho 
pastrami-smioked  i 
($41.75  for  1.33  pound 
cool,  bland  taste  of  tl 
contrasted  dramaticall 
the  crunch  and  fieiy  s 
the  ci'acked  peppercon 
lie,  and  other  spices  cc 
the  fiJlet.  Homaixis  alsc 
orange,  lemon-dill,  and 
la-flavored  smoked  s 
while  Acme  features  j£ 
and  honey-baked  variet 
someone  who  grew  up 
Nova  for  breakfast, 
seem  a  little  exotic.  Bi|.'.eties, 
would  have  thought 
mi  salmon  would  be 
cious?  Wlien  you're  sh 
online,  it  pays  to  be 
minded.      William  G 


WHERE  TO  FIND  LOX  ONLINE 


COMPANY 


ACME  SMOKED  FISH 
DBN  &  DELUCA 
DUCKTRAP  RIVER  FISH  FARM 
DUNN'S  OF  DUBLIN 
HOMARUS 

TOTEM  SMOKEHOUSE 


WEB  ADDRESS  (HnP://) 

nycfood.com/acme 

www.vianiall.com/dd 

www.ducktrap.com 

www.clubi.ie/dunns-seafare 

www.salmonsmoked.com 

www.totemsmokehouse.com 


SPECIALTIES 


Fabled  Brooklyn  smokehouse  with  huge  m( 
Scotch  and  Canadian  salmon,  plus  caviar 
Nova-style  Ea.stem  salmon,  sturgeon,  tuna 
Wild  Irish  salmon 

Wide  variety — even  pastrami-smoked  salmi 
Hot-  and  cold-smoked  Pacific  salmon 
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Sweet  Science 
dessert  Wine 


end  of  the  fami- 
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France's  CROWN  JEWELS: 

3y.  Con-  Top  dessert 
ften  fan-  wines  require  a 
wines  at  lot  of  labor  and 
a  meal,  an  assist  froryi 
a    port.  Mother  Nature 
■:  sherry. 

Yquem,  a  classic 
is  widely  consid- 
crown  jewel  of 
les  and  commands 
$250  a  bottle, 
y  prices  are  often 
Premier  dessert 
ire  a  lot  of  labor 
sist  from  Mother 
.  fine  Sauternes, 


Beerenauslese,  Trockenbeer- 
enauslese,  or  Hungarian 
Tokay  will  benefit  from  a 
mold  called  botrytis  cinerea 
or  "noble  rot."  Grapes  remain 
on  the  vine  during  the 
fall  months  and,  given 
the  right  mix  of 
fog  and  sun- 
shine, are  in- 
fected by  botiy- 
tis.  That  makes  them  shrivel 
up  as  water  evaporates 
through  tiny  holes  in  the 
skin,  leaving  behind  a  small 
amount  of  intensely  sweet 
concentrated  juice.  "To  get 


dessert  wine,  some  winemak- 
ers  may  in  addition  let  their 
gi'apes  go  through  the  deep 
freeze.  Inniskillin,  a  vintner 
on  Canada's  Niagara  Penin- 
sula, produces  a  tasty  varia- 
tion known  as  icewine. 
Grapes  that  are  left  on  the 
vine  in  December  and  Janu- 
ary are  dehydrated  through 
constant  freezing  and  thaw- 
ing, thus  concentrating  sugars 
and  acids.  The  frozen  grapes 
are  picked  by  hand  and 
pressed  in  the  cold.  The  re- 
sult is  a  delicious  wine  not 
overpoweringly  sweet.  In- 
niskillin's  icewine  comes  in 
half-bottles  costing  about  $45. 

You  don't  always  have  to 
spend  a  lot  of  loot  to  uncork 
terrific  dessert  wine.  Parker 
gives  high  marks  to  the 
sweetly  perfumed  Beaumes 
de  Venise  wines  from  the 


prunes,  and  has  a  long,  suc- 
culent aftertaste. 

Although  not  of  the  best 
quality,  look-alike  Sauternes 
from  nearby  appellations  such 
as  Cerons,  Loupiac,  and 
Cadillac  can  also  provide  good 
value,  says  Johnnes.  He  also 
recommends  semisweet  wines 
from  Alsace  labeled  veridange 
tardive  (late  harvest)  and 
sweet  wines  from  the  Anjou 
area  in  the  Loire,  including 
Coteaux  du  Layon  and 
Bonnezeaux. 

RECORKABLE.  While  many 
sweet  wines  mix  well  with 
creme  brulee  or  fruity 
desserts,  chocoholics  shouldn't 
feel  discriminated  against. 
You  can  pair  chocolates  with 
port,  Madefra,  or  Banyuls — a 
sweet  red  wine  from  the 
Languedoc-Roussillon  area  of 
southem  France. 


How  the  Sweet 
Wines  Rate 

Here  are  impressions  of  business  week  tasters 
who  recently  sampled  dessert  wines: 


CHATEAU  SUDUIRAUT 

1990  $60*,  France 


This  smoky  Sauternes  has 
a  complicated  taste  that 
stays  with  you 


Pleasantly  thick,  with 
a  clean,  sweet  scent  and  a 
hint  of  citrus  and  hazelnut 


INNISKILLIN  VIDAL 
ICEWINE  1995 
$45  (375  ml),  Canada 

SETUBAL  SUPERIOR  Very  sweet,  thick,  woody, 

1965  Jose  Maria  da  and  pungent — with  a 

ll      Fonseca  $50,  Portugal  strong  aftertaste 

SICHEL  TROCKENBEEREN-  Apple-cldery  sweet, 

AUSLESE  Kirchheimer  smooth,  and  rich; 

Kreux  1990  $33,  Germany  lingers  on  the  tongue 

•PRICES  ARE  FROM  MORRELL  A  CO  IN  NEW  YORK 


the  right  flavors,  you 
need  noble  rot,"  says 
Robert  Parker  Jr., 
wine  critic  and  pub- 
lisher of  The  Wine 
Advocate.  "But  vin- 
tages are  extremely 
important  because  it's  the  ex- 
ception rather  than  the  rule 
when  you  get  it."  Barsac,  a 
township  in  the  Sauternes 
district,  for  example,  had 
three   marvelous  vintages 
from  1988  to  1990,  says  Park- 
er, but  since  then,  none  that 
has  quite  measui*ed  up. 
To  make  moi'e  sumptuous 


muscat  gi'ape  that  cost  $15 
to  $30  a  bottle.  New  York 
wine  merchant  Peter  Morrell 
advises  bargain  seekers  to 
try  the  Muscat  de  St.  Jean 
de  Minervois  from  south- 
western France  ($9  for  a 
half-bottle),  a  light,  crisp  vrine 
with  hints  of  coconut,  apri- 
cot, and  peach.  If  you're  will- 
ing to  splurge,  MoiTell  raves 
about  a  1965  Portuguese 
wine  called  Setubal  Superior 
from  Jose  Maria  da  Fonseca. 
It  costs  $50  in  a  500-ml  bot- 
tle, features  the  flavors  of 
caramel,  oranges,  raisins,  and 


After  a  hearty  meal,  you 
probably  wouldn't  want  more 
than  a  single  glass  of  even 
the  finest  dessert  wine.  A 
half-bottle  can  satisfy  four  to 
six  people,  says  Ed  Lehrman, 
president  of  Passport  Wine 
Club  in  Novoto,  CaUf.  What's 
more,  you  can  often  keep 
opened  dessert  wines  around 
much  longer  than  table  wines, 
provided  you  store  them  in 
the  fridge.  So  if  you  give  a 
good  dessert  wine  as  a  gift, 
you  know  it  can  be  appreci- 
ated thi'oughout  the  hohday 
season.        Edward  C.  Baig 
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PRODUCTION  INDICATORS 


>RODUCTION  INDEX 

Nov.  15=126.3 
—  1992=100 


Mar  July  Nov 

1997  1997  1997 

a  4-week  moving  average 

index  inctied  up  m  ttie  week  ended  Nov.  15,  as  did  ttie  unaveraged 
IS  up  0,2%  to  127.1,  from  126.9  in  the  previous  week.  After  seasonal 
ctric  output  rose  3%,  with  weekly  increases  of  available  energy  up 
ingland  and  4.7%  in  the  Mid-Atlantic  region.  Lumber  production  also 
while  trucks  and  rail-freight  were  unchanged.  Production  of  cars,  oil, 
down,  as  was  raw  steel,  whose  rate  of  capability  utilization  fell  to  91%. 

t  copyright  1997  by  The  McGraw-Hill  Companies 


INDICATORS                             ;  1 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

ES  (11/21)  S&P  500 

963.09 

928.35 

28.6 

BOND  YIELD.  Aaa  (II/21) 

6.83% 

6.89% 

-3.1 

MATERIALS  PRICES  (11/21) 

103.2 

103.3 

-3.0 

ilLURES  (11/14) 

NA 

NA 

NA 

■  LOANS  (11/12)  billions 

NA 

NA 

NA 

LY,  M2  (11/10)  billions 

$3,985.4  $3,991.1r 

5.0 

MS.  UNEMPLOYMENT  (11/15) 

thous.  333 

313 

-3.8 

laard  &  Poor's,  Moody's,  Journal  of  Commerce  (index  1990=100), 
5,  Labor  Dept. 


T  RATES           ,V  1 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

NDS  (11/24) 

5.51% 

5.45% 

5.38% 

L  PAPER  (11/24)  3-month 

5.67 

5.66 

5.41 

ES  OF  DEPOSIT  (11/25)  3-month 

5.78 

5.77 

5.38 

GAGE  (11/21)  30-year 

7.38 

7.37 

7.76 

.  MORTGAGE  (11/21)  one-year 

5.77 

5.68 

5.75 

1) 

8.50 

8.50 

8.25 

3ral  Reserve,  HSH  Associates,  Bloorriberg  Financial  Markets 


STEEL  (11/22)  thous.  of  net  tons 

LATEST 
WEEK 

2,180 

WEEK 
AGO 

<1,  1  OUff 

YEARLY 
%  CHG 

R  Q 

AUTOS  (11/22)  units 

130,379 

-0  1 

TRUCKS  (11/22)  units 

141,370 

Q 

y .  D 

ELECTRIC  POWER  (l  1/22)  milhons  of  kilowatt-hrs.  NA 

62,582# 

NA 

CRUDE-OIL  REFINING  (l  1/22)  thous.  of  bbl./day  NA 

14,418# 

NA 

COAL  (11/15)  thous.  of  net  tons 

20,792# 

20,999 

1.2 

LUMBER  (11/15)  millions  of  ft. 

475. 5# 

455.8 

-1.7 

RAIL  FREIGHT  (11/15)  bilhons  of  ton-miles 

27. 1# 

27.2 

2.7 

Sources:  American  Iron  &  Steel   Institute,  Ward's 
institute,  American  Petroleum  Institute,  Energy  Dept 
American  Railroads 

Automotive  Reports.  Edison  Electric 
,  WWPAi,  SFPA2,  Association  of 

PRICES 

GOLD  (11/25)  $/troy  02. 

LATEST 
WEEK 

300.700 

WEEK 
AGO 

305.950 

YEARLY 
%  CHG 

-19.5 

STEEL  SCRAP  (11/24)  #1  heavy,  $/ton 

143.50 

143.50 

23.2 

COPPER  (11/21)  «/ib. 

89.2 

92.4 

-18.2 

ALUMINUM  (11/21)  c/lb 

79.5 

79.0 

9.8 

COTTON  (11/21)  strict  low  middling  M/16  in.. 

(Z/lb.  68.51 

68.69 

-3.1 

OIL  (11/24)  $/bbl. 

19.06 

19.71 

-26.4 

CRB  FOODSTUFFS  (11/24)  1967=100 

248.73 

251.52 

7.3 

CRB  RAW  INDUSTRIALS  (11/24)  1967=100 

323.99 

327.42 

-3.0 

Sources:  London  Wednesday  final  setting,  Chicago 

market.   NYMEX.  Commodity  Research  Bureau 

market.  Metal 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (11/25) 

LATEST 
WEEK 

127.60 

WEEK 
AGO 

127.37 

YEAR 
AGO 

112.55 

GERMAN  MARK  (11/25) 

1.74 

1.73 

1.53 

BRITISH  POUND  (11/25) 

1.68 

1.69 

1.67 

FRENCH  FRANC  (11/25) 

5.84 

5.80 

5.17 

ITALIAN  LIRA  (11/25) 

1710.5 

1696.8 

1514.5 

CANADIAN  DOLLAR  (11/25) 

1.42 

1.42 

1.34 

MEXICAN  PESO  (11/25) 

8.234 

8.280 

7.876 

TRADE-WEIGHTED  DOLLAR  INDEX  (11/25) 

107.6 

107.2 

97.7 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.S,  dollar, 
except  tor  British  pound  in  dollars    Trade-weighted  dollar  via  J  P  Morgan 


the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


WEEK  AHEAD 


EY 

c.  1,  10  a.m.EST>-  The  Nation- 
Dn  of  Purchasing  Management's 
biy  slipped  to  55%  in  Novem- 
5%  in  October.  That's  the 
cast  of  economists  surveyed  by 
tional,  one  of  The  McGraw-Hill 

riON  SPENDING 

1,  iO  a.m. ES7  ►  Building  out- 
creased  0.5%  in  October,  after 
b6  drop  of  1.1%  in  September. 

DICATORS 

c.  2,  10  a.m.EST^  The  Confer- 
s  composite  index  of  leading  indi- 


cators probably  rose  0.2%  in  October,  the 
same  gam  posted  in  September. 

NEW  HOME  SALES 

Wednesday,  Dec.  3,  10  a.m.EST^  The  mms 
survey  expects  that  new  single-family  homes 
sold  at  an  annual  rate  of  800,000  in  Octo- 
ber, unchanged  from  September's  high  selling 
pace. 

BEIGE  BOOK 

Wednesday,  Dec.  3,  2  p.m. est  >■  The  Federal 
Reserve  Board  will  release  its  report  on  how 
regional  economies  are  doing.  The  Beige 
Book  is  prepared  in  advance  of  each  Fed  pol- 
icy meeting.  The  next  meeting  will  be  on 
Dec.  16. 


EMPLOYMENT 

Friday,  Dec.  5,  8:30  a.m. est^  The  mms 
median  forecast  calls  for  a  gam  of  200,000 
new  nonfarm  jobs  in  November,  on  top  of  the 
284,000  created  in  October.  The  survey  also 
expects  that  the  jobless  rate  ticked  back  up 
to  4.8%  last  month,  from  October's  4.7%. 
But  given  the  trends  in  labor-force  and  job 
grovkrth,  another  drop  in  the  rate  would  not  be 
surprising. 

INSTALLMENT  CREDIT 

Friday,  Dec.  5,  3  p.m. est P-  Consumers  likely 
added  only  $4  billion  to  their  debt  loads  in 
October.  In  September,  debt  rose  by  just  $2 
billion.  Consumers  seem  to  be  cutting  back 
on  their  use  of  credit  cards. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


< — 
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Monday 

Human  resources  consultant 
Allison  Hopkins  of  Core 
Elements  Inc.  estimates 
she  has  fired  2,000  people 
in  her  career.  She  tells  us 
the  right-and  wrong-ways 
to  do  it.  Dec.  1 

8  p.m.  EST  in  the 

BW  Enterprise  Chat  Room 

Transcripts 

There's  no  need  to  worry  if  you 
missed  a  BW  Online  event. 
Simply  click  on  Transcripts  to 
read  all  that  was  said.  Some 
sample  topics:  Can  Steve 
Jobs  save  Apple  (11/9)' Bill 
-Vo'man  on  what's  with  the 
stock  market  (10/27  and 
11/2).  Jugglmg  work  and 
family  (9/14). 


AOL  keyword:  BW 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eacti  event. 


For  a  free  tri,;:  diskette 
including  50  ;ree  hours  on 
AOL,  call  1  ;J00-64 1-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 
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American  Express  (AXP)  90, 100 
American  Home  Products 
(AHP)  48 

America  Online  (AOL)  44 
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Aon (AOC)  90 
Apollo  Management  48 
Apple  Computer  (AAPL)  38, 90 
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Ashland  Oil  100 
AT&T  (T)  22, 38, 44, 70,  90, 95, 
100, 134 
©Home  22 
Atlas  127 

B 


Bankers  Trust  (BT)  100 
Bank  of  East  Asia  100 
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■moil  continued  in 
with  the  collapse 
Securities,  one  of 
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so,  the  Nikkei  225 
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low.  The  fallout 
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:ouped  41  of  those 
lext  day.  All  told, 
justrials  and  the 
500  index  are  still 
[htly  higher  than 
;ht  before  the  Oct. 
h.  Steady  interest 
I  U.S.  stocks  keep 


Dow  Jones  Industrials 

7809.0 

1.1 

19.6 

NASDAQ  Combined  Composite 

1589.0 

-0.8 

24.0 

S&P  MidCap  400 

319.7 

0.2 

25.1 

S&P  SmallCap  600 

176.4 

-1.2 

23.6 

S&P  SuperComposite  1500 

204.1 

0.5 

25.6 
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Latest 

%  change 
Week  Year 
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0.4 

26.2 
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0.3 

33.2 
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219.3 

3.1 

8.8 

PSE  Technology 

300.9 
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22.7 

Latest 

%  change 
Week  Year 

1  „ „ /cT  cr  inn\ 

London  (FT-Sc  lOD) 

4863.5 

0.7 

19.5 

Frankfurt  (DAX) 

3849.2 

0.4 

37.0 

Tokyo  (NIKKEI  225) 

15,867.5 

0.2 

-25.9 

Hong  Kong  (Hang  Seng) 
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1.7 

-23.4 

Toronto  (TSE  300) 
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11.0 
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46.3 

FUNDAMENTALS 
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23.9 

23.7 

21.0 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*    1 8.7 

18.6 

16.6 
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-1.47% 

-0.86 

TECHNICAL  INDICATORS 
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ago 

Reading 

S&P  500  200-day  average 
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68.0% 

89.0% 

Neutral 

Options:  Put/call  ratio 

0.65 

0.69 

Neutral 

Insiders:  Vickers  Sell/buy  ratio 

2.81 

2.81 

Negative 

Data;  Bloomberg  Financial  Markets;  'First  Call  Corp. 
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^1.9 
-36.6 
-27.5 
-25.1 
-13.7 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  puce  weakness 
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4.59% 
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star,  Inc. 
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% 

Four-week  total  return 

% 

Four-week  total  return 

% 
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Large-cap  Growth 

6.3 
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-20.7 

Large-cap  Blend 

6.2 
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-7.1 
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12.5 
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Utilities 

6.1 
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-4.6 
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-30.0 
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-4.4 
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Editorials 


TURNING  ASIA'S 
FAILURE  INTO  SUCCESS 

The  way  individuals  and  nations  cope  with  the  trauma  of 
failure  often  helps  predict  how  soon  they  will  begin 
dealing  with  the  problems  of  success.  Asia  is  just  starting  to 
move  through  the  stages — of  denial,  blame,  acceptance,  and, 
we  hope,  remedy — that  follow  an  unforeseen  catastrophic 
event.  Surprising  financial  shocks  have  shaken  people's  confi- 
dence to  the  core.  The  meaning  of  "Asian  values"  for  growth 
and  stability  is  now  suspect.  The  future,  which  once  seemed 
so  secure,  now  appears  uncertain.  The  faster  Indonesia, 
Japan,  Korea,  Malaysia,  and  Thailand  move  beyond  the  blame 
game  and  build  on  their  failures,  the  sooner  they  will  retui'n 
to  gi'owth  and  prosperity.  Failiu-e  can  be  good.  Failure  can  be 
redeeming  (page  52). 

For  guidance  on  how  to  deal  with  failure,  Asia  needs  to 
look  no  fuither  than  the  U.  S.  in  the  1970s  and  1980s.  Amer- 
ica took  years  to  overcome  its  denial  and  to  acknowledge  that 
its  cars,  consumer  electronics,  and  other  goods  were  shoddy 
and  that  its  manufacturing  methods  were  out-of-date  and 
uncompetitive.  Japan  wagged  its  finger  at  Washington's  huge 
budget  deficit  and  at  the  country's  enormous  savings  and 
loan  debacle  and  told  America  to  get  its  financial  house  in  or- 
der Singapore  lectm-ed  the  U.  S.  about  its  crime  rate  and  wel- 
fare problems. 

It  is  no  secret  that  America  simply  hated  the  scolding.  It 
tore  at  the  country's  pride  to  see  Japan  proclaiming  itself 
No.  1  and  to  hear  Japanese  officials  boast  that  the  U.  S.  was 
finished  as  a  world  power.  Decades  of  postwar  success  had  not 
prepared  America  to  face  failui-e.  With  denial  came — at  the 
extreme  fringes — even  a  touch  of  racism  aimed  at  Asians.  But 
the  content  of  Asia's  criticism  was,  in  the  end,  accepted  fully. 
Corporate  America  reacted  by  becoming  much  more  effi- 
cient and  competitive. 

The  cost  to  the  nation  was  high:  a  painful  period  of  down- 
sizing and  restructuring  in  which  millions  of  workers  lost 
their  jobs,  communities  were  shattered,  and  families  broken. 
The  government  acted,  too:  It  set  up  the  Resolution  Trust 
Corp.  to  solve  the  savings  and  loan  crisis,  balanced  the  bud- 
get, reformed  welfare,  and,  at  the  local  level,  reduced  crime 
dramatically.  Each  solution  brought  pain  or  loss  to  some  seg- 
ment of  American  society.  Yet  the  ciurent  U.  S.  growth  rate 
of  nearly  4%  a  year — generating  250,000  jobs  a  month  with 
little  inflation — is  a  dii'ect  result  of  that  pain  and  the  changes 
that  followed. 

It  is  Asia's  tum  for  failure,  but  it  hasn't  yet  leanied  much 
from  the  experience.  Japan  has  been  in  denial  for  seven 
years,  dawdling  over  its  banking  problems  to  the  point  where 
a  crisis  now  threatens  the  health  of  the  global  economy.  In- 
donesia, Malaysia,  and  Thailand  have  equivocated  since  July, 
blaming  Western  speculators  and  the  West  in  general  for 
their  troubles  (conveniently  forgetting  the  immense  pros- 
perity they  derive  from  global  capitalism).  Korea  alone  ap- 


pears to  be  moving  swiftly,  perhaps  because  its  pred«( 
is  even  more  dire  than  its  neighbors'.  M 

Asians  have  confused  corruption  and  cronyism  witB: 
talism  and  "A,sian  values"  for  too  long.  No  social  herM 
rives  from  authoritarian  politicians  giving  lush  contm 
business  fi-iends  who  kick  back  campaign  contributionsB, 
is  nothing  virtuous  about  a  high  savings  rate  when  coM 
banks  channel  the  money  into  speculative  property  ag 
projects  of  the  luler's  favored  sons  and  daughters.  !■ 
nothing  capitaUstic  about  salvaging  banks,  securities  ■ 
or  chaebol  that  would  go  under  if  markets  instead  of  ■ 
were  allowed  to  work.  8 

This  is  not  the  time  for  arrogance  from  either  the  m. 
Asia.  It  is  the  moment  for  Asia  to  transfoi-m  its  autll 
command-and-control  societies  into  democratic,  fiexiblH 
ket-driven  economies.  The  Thais  say:  "From  evil  comeJH 
So  too  can  success  come  from  failure.  H 

WHY  NOT  SACK  I 
A  FEW  DIRECTORS?  [ 

Say  ciAO  to  corporate  directors  who  don't  meet  till 
standards  for  institutional  holders  and  activists.  H 
parlance  of  Institutional  Shareholder  Services  (iss),  cn 
only  means  goodbye,  but  goodbye  to  directors  whoHj 
meet  the  test  of  conrniitment,  independence,  attendanH 
ownership.  The  iss  is  urging  its  clients  to  vote  againB 
vidual  directors  who  don't  show  up  for  25%  of  meM 
Other  activists  are  urging  fund  managers  to  vote 
directors  who  have  potential  conflicts  of  interest,  whcW 
too  many  boards,  or  who  don't  own  much  stock  in  thH 
pany  they  are  supposedly  governing.  It's  a  good  idea  t* 
serves  the  support  of  CEOs  and  shareholders  eveiywh» 
It  is  true  that  measuring  the  contribution  of  any  indilit 
director  by  simply  adding  up  numbers  on  equity  ownerHj 
attendance  can  be  misleading.  And  getting  directoiM 
are  fully  employed  elsewhere  to  focus  on  problems  H' 
coming  harder  as  time  pressui'es  on  managers  increase  pi 
speed.  But  it  isn't  asking  too  much  to  require  that  diill 
who  sit  on  10  boards  cut  their  commitments  and  spencw 
time  on,  say,  five  of  them.  Nor  is  it  improper  to  insist  \m 
rectors  should  be  paid  in  stock  or  own  substantial  st'M 
the  companies  they  oversee.  Self-interest  is  usually  a  W 

*  Mil 

good  motivator 

In  BUSINESS  week's  annual  sui-vey  of  the  best  and 
boards  this  year  (page  90),  Campbell  Soup,  General  E: 
Compaq  Computer,  Microsoft,  and  IBM  were  chosen  by  1 
tion's  largest  pension  funds  and  money  managers  as  [ 
the  most  independent  and  demanding  directors  who  dei 
superior  corporate  results  to  shareholders.  Anyone 
ing  that  good  corporate  governance  is  good  business  : 
come  to  ponder  where  at&t's  stock  might  be  today  if 
members  had  taken  a  firm  hand  three  years  ago  in  pi<; 
new  CEO.  The  stock  is  up  but  not  nearly  as  much  as  th< 
dard  &  Poor's  500-stock  index. 
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work    in   two  offices, 

ast  Coast  and  I  used  to  bring  o  lap  top  back  and  forth.  The  first  one  had  the  storage  capacity  of  a  walnut, 
one  dropped  off  a  table,  and  the  third  one  got  stolen  at  the  airport.  At  three  grand  a  pop  it  just  wasn't  working 
t  two  SyJet™  portable  drives  from  SyQuest.  Now  I  just  carry  around  a  cartridge  in  my  pocket,  and  best  of 
)end  my  time  in  airports  going,  "Where's  my  bag?! "  Whether  you're  commuting  "Coast  to  Coast"  or 
Home"  get  THREE  GIGS  of  removable  hard  disk  space  for  as  low  as  $299*— 
I  the  hardware.  Additional  cartridges  now  cost  just  $79  each! 


liable  at  CompUSA,  Computer  City,  Best  Buy,  Fry's,  Micro  Center,  J&R  Computer  World,  Egghead, 
CS  Computer  Experience,  Creative  Computer,  Future  Shop  &  other  authorized  SyQuest  resellers. 

lesttopEnglKeriBi 
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editMS' 
CHOICE 


SYQUEST 


fxp/ore  Your  Genius™ 

5  includes  a  1  5  GB  cartridge  obtained  via  mail-in  coupon  offer  Coupon  can  be  downloaded  from  www  syquest  com  New  low  price  effective  8/29/97 
ge  offer  is  valid  for  qualilying  products  purcfiased  in  USA  and  Canada  by  end  users  only  Not  valid  with  any  oltier  offers  or  rebates  No  reproductions  of 

pted  Promotion  ends  on  f/30/98;  requests  must  by  postmarked  by  2/28/98  Void  where  prohibited,  taxed  or  restricted  by  law  SyQuest  is  not  responsible  . 

r  illegible  claims  f  1997  SyQuest  Technology  Inc  SyQuest  is  a  registered  trademark  The  SyQuest  logo  and  SyJef™  are  trademarks  ol  SyQuest  WWW.SyCjUeSt.COm 


The  New  Chrysler  Town  &  Country 


lt!s  not  your  typical 
luxury  vehicle. 

Then  again, 
that's  the  point. 


Perhaps  you  should  think  of  it  as  a  luxury  vehicle  with 
roc  I  for  a  lot  more  luxury.  Presenting  the  new  1998  Chrysler 
Town  &  Country  LXi.  Rich,  leather-tnmmed  interior.  Dual  Zone 
Temperature  Controls  for  personalized  comfort, eight-way 


power  front  seats  with  driver  s  memory  featureava 
heated  front  seats,  10-speaker  200-watt  concit'; 
CD  sound  system  and,  of  course,  room  for  severjTlH 
Chrysler  Town  &  Country  LXi.  Regrettably,  the  only  ini 
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Internptr  www  hii<:inp';<:wppl<  mm   Amprira  Dnlinp-  KpuwnrH-  RW 


Directions: 


1)  Buckle  up  in  new  interior  of  Chevy  BLazer  and  view  unobstructed  road. 


2)  Cut  out  unexpected  obstacles  below  and  insert  on  left  page. 


3)  Rejoice  how  Blazer  with  its  Driver  Control  System  can  enable  you  to  maneuver 

around  unanticipated  obstructions. 


lentally  note  that  the  Driver  Control  System  is  an  advanced  combination  of  suspension 
components  that  work  in  sync  to  help  give  you  confidence,  control  and  security. 


5)  Forward  ho! 


BLAZER  LIKE  A  ROCK 


Of  course  we  can 


your  information 


on  the. 


nternet 


After  all,  this  was  one  of  our  test  sites. 


lo  one  has  more  experience  in  Internet  security  than 
ernetworking,  a  newly  fornned  company  which  joins 
ces  of  GTE  and  BBN.  We've  developed  highly 
networks  for  the  Department  of  Defense  and  the  U.S. 
/.  And  now  our  security  experience  is  open  to  you. 
■or  example,  through  our  partnerships  with  the 
ment  we've  learned  it's  not  enough  to  simply 
;t  a  firewall  to  your  existing  network,  it  has  to 


be  rigorously  monitored  to  be  truly  bullet-proof.  GTE 
Internetworking  Site  Patrol  "  managed  security  service  gives 
your  business  24-hour  expert  protection,  365  days  a  year. 

Considering  the  climate  of  business  today,  treating 
your  information  as  anything  less  than  a  matter  of  national 
security  just  isn't  enough. 

To  find  out  more,  call  us  at  800.472.4565,  or  visit 
us  at  www.internetworking.gte.com. 
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112    CHOP  STOCKS 

Investurs  beware.  In  the  latest  scam 
uncovered  by  hiisin'e.ss  week, 
unscinpulous  brokers  acciuire  stock 
issued  to  insiders  for  pennies  and  sell  it 
illegally  to  unwary  buyers  at  enormous 
markups.  Profits  for  cold-callers  who 
prey  on  small  investors  and  promoters 
who  hype  the  stocks  can  be  huge.  And 
many  alleged  mobsters  are  involved  in 
the  traffic.  Are  regulators  doing  enough 
to  jirotect  the  public  from  this  plague? 
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EDITED  BY  LARRY  LIGHT  &  ROBERT  McNATT 


WILD  BLUE  YONDER 


ONE  OF  OUR  GUIDANCE  SYSTEMS  IS  MISSING 


THE  LONOPLANNED  FEDERAL 

Aviation  Administration  de- 
sign for  a  new  navigation 
system  got  a  reality  check  re- 
cently when  a  Continental 
Airlines  jet  lost  its  naviga- 
tional sigTial  over  Europe. 


GPS  BIRD:  The  French  fried  it 


The  aircraft  was  never  in 
danger  because  it  had  a  back- 
up land-based  radio  beacon 
when  a  French  military  exer- 
cise jammed  the  signal  from 
part  of  the  global  positioning 
system  (gps) — 24  U.  S.  satel- 
lites serving  as  guides. 

Although  it  happened 
a  month  ago,  the  inci- 
dent still  has  aviation 
cii'cles  abuzz.  It's  not  the 
first  time  gps  signals 
have  been  interrupted. 
U.  S.  aircraft  are  de- 
pending on  GPS  more  and 


TALK  SHOW  UThe  Attorney  General  made  her  decisio 
based  on  a  careful  review  of  the  law  and  the  facts." 

— President  Clinton 
U Anything  she  does  cannot  be  viewed  as  objective.'' 
— Senator  Judd  Gregg  (R-N.H.J 


more,  and  landvbased  signals 
are  to  be  retired  in  2010.  An 
incident  like  this  one  with  no 
backup  could  be  disastrous. 

So  some  manufacturers  of 
satelhte-navigation  systems 
want  the  faa  to  approve  re- 
ceivers that  can  pick  up  sig- 
nals from  both  the  usually  re- 
liable GPS  and  Glonass,  the 
Russian  equivalent  that  works 
on  a  different  frequency. 
"Augmenting  the  system  with 
other  satellites  is  good,"  says 
Chuck  Boesenberg,  ceo  of 
Ashtec,  a  U.  S.  manufacturer 
of  global  positioning  equip- 
ment. Tlie  faa,  however,  says 
that  private  industiy  is  sup- 
posed to  come  up  with  stan- 
dards to  test  Glonass  re- 
ceivers but  has  not  done  so.  □ 


TRADE  TIFFS 

FOR  ONCE,  THE  FUR 
DIDN'T  FLY  

AT  THE   LAST  MINUTE,  THE 

U.  S.  and  the  European 
Union  have  settled  a  nasty 
squabble  that  might  have  lim- 
ited American  fur  exports 
and  snared  Washington  in  a 
hypocritical  trade  policy. 

The  EU,  j}ushed  by  animal- 
rights  advocates,  was  set  to 
ban  imports  of  fur  from  fox, 
ermine,  muskrat,  and  nine 
other  species  starting  on  Dec. 
1  unless  the  U.  S.  agreed  to 


ban  the  use  of  steel-jaw,  leg- 
hold  traps.  The  U.S.  called 
the  proposed  ban  unfair,  say- 
ing that  world-trade  rules 
don't  allow  import  bans  based 
on  the  method  of  production. 

Ti'ouble  is,  the 
Administration  took 
the  opposite  stance 
to  placate  animal- 
rights  gToups  here. 
It  defended  the 
U. S.  ban  on  im- 
porting tuna  caught 
with  nets  that  also 
kill  porpoises. 

The  U.S.  saved 
face  when  the  par- 
ties reached  a  deal 


TRAPPERS'  YIELD 


that  commits  Washington 
merely  to  supporting  re- 
search into  humane  trapping, 
while  noting  that  states,  not 
the  feds,  regulate  trappers. 
Meanwhile,  fur  rivals  Russia 
and  Canada  have 
already  agreed  to 
restrictions  that  the 
EU  says  will  form 
"a  basis  for  fiulher 
cooperation"  be- 
tween the  EU  and 
the  U.  S. 

In  other  words, 
despite  all  the  sable 
rattling,  both  sides 
will  keep  talking. 
Paul  Magnusson 


THE  LIST  BIG  KNIVES  OF  1997 


With  the  economy  cooking,  downsizings  had 
been  on  the  downswing.  But  then  came 

recent  announcements  from  the 
hkes  of  Eastman 
Kodak.  Why  down- 
size now?  John 
Challenger  of  consult- 
ng  firm  Challenger,  Gray 
&  Christmas  says  market 
gyrations  and  Asian  trou- 
bles have  made  some 
companies  nervous. 
Another  factor:  Many 
waited  until  yearend  to 
be  sure  they  could  get 
along  with  fewer  bodies. 


NO.  OF  JOBS 

PERCENT  OF 

TO  BE  LAID  OFF 

WORKFORCE* 

EASTMAN  KODAK 

10,000 

10.0% 

WOOLWORTH 

9,200 

9.8 

CITICORP 

9,000 

10.0 

INTERNATIONAL  PAPER 

9,000 

12.9 

FRUIT  OF  THE  LOOM 

7,700 

24.7 

MONTGOMERY  WARD 

7,700 

12.2 

LEVI  STRAUSS 

6,400 

17.6 

WHIRLPOOL 

4,700 

11.9 

STANLEY  WORKS 

4,500 

23.7 

APPLE  COMPUTER 

4,100 

31.0 

*Estimate 

DATA:  CHALLENGER,  GRAY 

i  CHRISTMAS  INC 

THE  FUND  FRONT 

ACORN:  WILL  ITS  1 
HIKE  GET  SQUASH} 

 »r* 

THE  INVESTORS  IN  THE 

lion  Acorn  Fund,  whic|* 
forms  like  a  charm  tk 
keeping  management!?' 
razor-thin,  are  generhj 
thrifty  lot.  So  the  indst 
trend  toward  rising  fet  I 
run  into  a  bunch  of  m 
investors  who  just  itg 
block  Acorn's  propose  ii 
hike.  Even  fund  mailg 
Ralph  Wanger  concede  ti) 
approval  is  no  sure  Bi 


DATA  MORNINGSTAR  INC 

when  the  votes 
Dec.  9. 

AcoiTi  says  that  the  fill 
crease,  which  would  hi  tj| 
fimd's  expense  ratio  to  SI 
fi'om  0.57%  of  assets,  rted 
higher  costs.  "There  vish 
time  when  you  paid  an  altyi 
.$50,000  and  you  got  a  pt? 
good  one,"  said  Wanger  'Jfli 
we  pay  pretty  raw  help  bet 
pie  who  don't  know  ^ei 
much  at  all,  close  to  $10jSWi 
plus  fringes  and  bonuseiffl 
have  to  bid  against  Fii^j.j,;j 
and  T.  Rowe  Piice  for  p'P 
and  we  can  get  them,  bv:Wniitli 
have  to  pay  a  market  pijftiiKlec 
Even  after  a  hike,  Ailnijjfj 
expenses  would  faU  belo^ftif 
1.5%    small-stock  avesgfeCou 
That's  small  consolation  t(&l»5\; 
Liss,  a  Boston  entreprtfeuLj^^ 
He's  pleased  that  his  n^.. 
in  Acom  has  multiplied  rB^""'^ 
twelvefold  in  15  years,  b|:taS)a 
opposes  the  hike.  "I  orf 
think  it's  ju.stified,"  Liss  a-J 
"Just  because  everyone's 
it      doesn't  mean 
right."  Robert  Bi 
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We  connect. 

jes  it  take  to  connect  to  places  in  Asia,  Europe,  the  Americas  and  all  other  parts  of  the  globe? 

with  a  fiiTn  understanding  of  local  ideas,  people  and  places.  It's  also  about  superior  services  and  cherished  commitments.  As  a  worid- 
telecom  company,  Nippon  Telegraph  and  Telephone  Corporation  (NTT)  is  uniquely  positioned  to  help  you  connect  globally  through 
e,  reliable  services  and  support. 

Commiinications  Services  /XrCStS T 

is  NTT  Group's  recently  launched  global  end-to^nd  communications  service,  which  utilizes  a  high-speed 
munications  highway  to  connect  to  major  cities  across  the  U.S.,  Europe  and  Asia  Arcstar  is  an  essential  part  of  NTTs 
for  global  projects,  including  the  Malaysian  Multimedia  Super  Corridor  (MSC)  and  the  China-U.S.  undersea  cable. 

Systems  Integration 

global  systems  integration  can  make  all  the  difference  in  maintaining  reliable  connections  locally  or  across 
;  and  even  oceans.  Our  offices  located  throughout  the  U.S.  —  New  York,  Los  Angeles,  Mountain  View,  and 
gton  D.C.  —  offer  end-to-end  systems  solutions  that  could  improve  the  way  you  communicate  in  business.  »ippu'i  ieugraph  ano  teuphone  wrpobahon 


Connecting  the  world  through  multimedia 


For  more  information  on  how  NTT  can  connect  you,  call  1-800  4  NTT  USA.  or  visit  our  website:  http://www.nttinfo.nn.co.jp 


Up  Front 


SLUGFESTS 


STAR  TREK:  THE  DELAY 


FORGET  WARP  SPEED.  Ai"  THE 

Las  Vegas  Hilton,  the  long- 
anticipated  "Star  Trek:  The 
Experience"  attraction  has 
definitely  slowed  to  impulse 
power  The  22-minute  attrac- 
tion, complete  with  mockups 
of  the  i!ss  Enterprise  deck 
and  it';  shuttle  ci'aft,  has  been 


SOME  RIDE:  lis  tab  is  $70  miUi 

delayed  because  of  redesigns 
and  technical  snafus.  It's  set 
to  open  six  months  late,  on 
Jan.  4.  Like  the  Federation's 
fight  against  the  Borg,  there 
has  already  been  a  hail  of 
laser  fire  between  the  two 
companies  aUied  to  build  it. 
Despite  the  deal  by  Via- 


com's Paramount  Parks  unit 
to  build  the  ride  for  Hilton's 
adjoining  casino,  the  two 
have  battled  as  the  ride's  cost 
ballooned  to  $70  miUion  ft-om 
$50  million.  Hilton,  wliich  ini- 
tially agi'eed  to  foot  most  of 
the  bill,  has  refused  to  pay 
for  the  overmans.  Paramount, 
which  stands  to  get 
most  of  the  revenues, 
wouldn't  let  Hilton  de- 
sign its  20,000-square- 
foot  casino  with  a  Star 
Ti-ek  motif.  Then,  when 
the  ride  wasn't  ready  in 
mid-November,  Hilton 
opened  its  casino  any- 
way, complete  with  430 
on  light-beam-activated  slot 
machines  and  its  own 
starship  motif. 

Neither  side  will  fii"e  pub- 
hcly  on  the  other  while  they 
are  discussing  who  will  end 
up  paying  for  what.  But  in- 
siders say  both  plan  to  keep 
shields  at  maximum  until  the 
ride  finally  leaves  the  docking 
bay.  Ronald  Grover 


HAVES  AND  HAVE-NOTS 

BANGUDESH'S 
HUMAN  PAY  PHONES 

DOES    IT   TAKE    A  WHOLE 

village  to  make  a  phone  call? 
In  Bangladesh  it  might. 
Techno-pundits  have  long 
predicted  that  wireless 
phones — by  saving  the 
cost  of  stringing 
wires  —  will  bring 
cheap  phone  access 
to  less-developed 
nations.  But  few  have 
said  how  the  poor 
can  afford  cellular 
phones. 

Now,  Grameen- 
Phone  thinks  it  has 
found   a  way.  The 
Dhaka-based  compa- 
ny, which  seeks  20% 
of  its  revenues  from 
rural  areas,  wants 
to  seed  villages  with 
as  few  as  one  cellu- 


lar phone  per  village,  encoiu'- 
aging  agents  in  each  one  to 
sell  phone  time. 

Owned  by  Norwegian 
phone  company  Tblenor,  Bang- 
ladesh's Grameen  Bank,  and 
Japanese  trading  company 
Marubeni,  GrameenPhone  is 
asking  women  in  35,000 
villages  to  take  out  small 
oans  to  buy  handsets 
and  then,  with  stopwatch 
and  notebook,  to  sell 
airtime  to  their  neigh- 
bors. The  women,  it 
ays,  will  profit  from 
the  difference 
"^"^^  between  the 
wholesale  and  retail 
rates,  though  Grameen 
won't  say  by  how 
much.  Since  March, 
Grameen  has  gained 
16,000  subscribers, 
mostly  in  Dhaka 
A  \  \  but  expects  a  surge 
^V_>^  in  village  use  by 
2000.  Catherine  Yang 


DRAWN  &  QUARTERED 


PRODUCT  PEEK 

A  DIFFERENT  KIND 
OF  SHELL  GAME 

THE    APTLY    NAMED  .J.R. 

Fishman,  a  Florida  entre- 
preneur, says  he's  making  a 
boatload  of  money  with  his 
new  contraption.  Lobster 
Zone.  An  update  on  the 
arcade  claw  games 
where  kids  drop  in  a 
quarter  and  maneu 
ver  a  tiny  crane 
in  hopes  of 
retrieving  a 
toy,  Lobster 
Zone  does 
the  same 
thing,  except 
folks  are 
grabbing  crus 
taceans.  The  cost  to  play,  in 
this  case,  is  $2  a  pop. 

Fishman  says  he's  doing 
so  well  that  he  can  barely 
keep  up  with  orders  for  Lob- 
ster Zone.  His  Advanced 


Games  &  Engineerin 
Fort  Lauderdale  (annua' 
enue,  $10  million)  is  s 
10  tanks  a  week  for  $ 
apiece.  Each  6-foot-tall 
gallon  tank  can  hold  ab 
dozen  lobsters. 

Bars    and  restaur 
-         the  main 
/lAfUvN  tomers, 

(  ME?  J  ^^^y 

"^ake  $1,( 
week  on 
ster  Zone. 
Baker,  ownt 
the  Down 
er  Salo 
Steakh 
in  F 
Laude" 
says 
takes  a 
18  tries  b 
customers  master  the 
plucking  a  lobster  fro' 
tank,  after  which  he'll  g 
cook  up  the  $36  hard-s' 
victim  for  the  hungiy  g 
player.       Dennis  M. 


THE  BIG  PICTURE 


SLEEPLESS  AT  THE  TOP 

Life  must  be  carefree 
at  the  top,  right? 
Wrong.  A  survey 
high-ranking  cor 
porate  executive 
found  they  fret 
plenty.  Main  con- 
cern; Too  much 
of  their  net  vi^orth 
is  tied  up  in 
company  stock. 


HOLDING  TOO  MUCH 
COMPANY  STOCK 
PAY  TOO  TIED  TO 
COMPANY  STOCK  PRICE 
BIAS  AGAINST 
OLDER  WORKERS 

LOSING  JOB 

REDUCTION  IN 
RETIREMENT  BENEFITS 


EXECUTIV 
FINAMC^ 
WORRii 


SURVEY  OF  150  u  s.  CORPORATE  Q  15  30  45  60 
EXECUTIVES,  WHO  COULD  CHOOSE 

MORE  THAN  ONE  CATEGORY       ►  PERCENT 


FOOTNOTES  Those  agreeing  technology  is  likely  to  improve  the  environment:  the  computer-literate,  77%;  all  Americans,  6f 
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DATA  THE  LUNTZ  RESEARCH  COI 


Dave  didn't  know  that  buying  computers  from  Micron  Electronics 
could  have  saved  his  company  so  much  time  and  money  He  had 
no  idea  that  Micron  was  an  industry  leader  in  price  and  performance. 
He  didn't  even  know  that  Micron  sells  computers  direct  -  or  that 
they  rank  so  high  in  customer  satisfaction.  His  boss  knew,  and  now  you 
know.  See  how  Micron  desktops,  servers  and  notebooks  can  provide  your  company  with  a 
complete  network  solution.  More  information  on  our  TransPort  Xke  high-performance 
portable  computers,  now  with  voice  recognition  software,  is  just  a  call  or  a  click  away 


MICRON  "  TRANSPORT* 


Intel  20OMH2  or  233MH2  Pentium'  Processor  with  MMX"'  technology 
Dragon  Systems'  NaturallySpeaking  Personal  voice  recogniuon  software 
20X  CD-ROM  drive  with  AutoPlay™  technology 
H  3' XGA  display 
Microsoft"  Windows'  95 

to  192MB  DRA.M 


Surtuic  at 


4,199 

Bos  lease  SI33/mo. 


:  BSJ  Micfwi  tJertnxKs.  Inc  All  RgMs  resened  Wicron  Oectroncs  is  not  responabie  for  otmiaons «  errors  in  trpt^nptri  or 
photc^rBplrf  Nl  pwchases  art  sii|ed  to  nzlabdrtu  Pnces  and  specrfiabons  ru)  bt  change))  ortfiout  nobn;  pnces  do  ml 
mdodc  stippmg  and  hsNfing  an)  airi  applied  taxes.  JfHar  nwnrH>ath  poltrr  ioa  not  mdude  retirn  tro^  and  ongmal 
duppmi/hanleig  chsges,  appbei  only  to  Miaon  brand  products  and  begns  tnyn  date  of  shrpment  W  sales  are  subfecl  to 
Mcnxi  Electroncs'  cwrtnt  terms  and  conAtnns  ot  sale  lease  pnc«  based  on  J&^nonth  lease.  Dm  bitel  bistde  «m1  l^ntnin 
art  re^stered  trademaris  and  MM)  is  a  trademarh  of  bite4  Corporatwa  Mnosoft.  Windows,  Wndoirs  NT  and  ttie  Winilcws  logo  are 
registered  trademarlis  ol  Microsott  Corporation.  Protbct  names  ot  Wicfcn  products  are  bademarts  or  registered  trademarks  ol 
Micron  Qectroncs,  he.  or  NetFRAME  Systems,  bx.  Otlier  product  names  iced  in  tks  puUicatHfi  are  lor 


888-346-3007 

www.micronpc.com 


■      ELECT  r;o  N  I  c  s 


Now  You  Know.™ 
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Editor's  Memo 


BusinessWeek 


TWo  men  appeared  at  the  office  of  the 
CEO  of  a  small  Manhattan  brokerage. 
They  took  him  for  a  THE 
walk.  One  of 

the  men  stuck  a  W^t  1 1  Bc 

gun  in  his  ribs.  |  Yl  jj^P 
'From  now  on,' 

hewastold,     llf ■  I  | 
'you'll  be-  WIIL.I_ 

retailing  all  JSiSTiStlS 
ofourstpck.'  5CTRFFT 


WALL 

STREET 


December  16,  1996 


Gary  Weiss 


December  15,  1997% 


BLOODHOUND  ON 
THE  WALL  STREET  BEAT 


Investigative  reporting  is  one  of 
the  most  difficult  fonns  of  jour- 
nalism. It  requires  relentless  dig- 
ging for  information,  constant  check- 
ing of  facts,  good  judgment,  and 
infinite  patience  when  leads  turn  into 
dead  ends.  Sometimes  it 
even  means  standing  up  to 
thi'eats.  But  when  done 
properly,  the  work  often 
results  in  the  exposure  of 
wrongdoing. 

Over  the  years,  business 
WEEK  has  compiled  a  dis- 
tinguished record  of  inves- 
tigative journalism — result- 
ing in  the  ouster  of  inept 
or  coiTupt  CEOS,  the  expo- 
sure of  shoddy  business 
practices,  or  the  discoveiy 
of  malfeasance  by  govern- 
ment agencies.  Last  December,  Se- 
nior Writer  Gaiy  Weiss  wrote  a  long 
account  of  organized  crime  on  Wall 
Street  (Dec.  16,  1996).  It  was  the 
fii'st  detailed  look  at  how  the  Mob 
had  infiltrated  certain  parts  of  the 


Weiss  gave 
us  the  first 
detailed  look 
at  Mob-linked 
fraud  in  the 
stock  market. 
Indictments 
have  followed 


stock  market.  There  were  denials  aj 
around,  of  course,  but  just  last  ■ 
month  the  U.  S.  Attorney  in  New  I 
York  annoimced  the  indictment  of 
several  people  for  Mob-linked  fraud -.^ 
on  Wall  Street.  Gaiy,  we're  proud  t^ 
say,  got  there  first.  !'| 
This  week,  Gaiy  is  baiw 
with  another  detailed  loc  i^l 
at  the  seamy  underside 
Wall  Sti-eet."  This  time,  hj| 
spent  six  months  focusin  Psi 
on  the  world  of  "chop  ;3i 
stocks" — small-cap  equitif^ 
that  are  manipulated  to  'I 
enrich  promoters  and  de 'jj 
fraud  thousands  of  small  -a 
investors.  Some  of  the  }m 
players  in  our  stoiy  wen'i 
named  in  the  recent  fedefe 


al  indictments. 
So  please  turn  to  page  112.  I  can  -|j 
promise  you  pleasant  reading,  but  J;* 
you'll  find  a  chilling  story  that  give^ 
new  meaning  to  the  phi'ase  caveat 
emptor  And  thanks,  Gaiy,  for  show 
ing  the  way. 


Editor-in-Chid 
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Faster  printers  at  greater  value 
are  right  under  your  nose. 


"Sometimes  you 
have  to  look  past 
the  market  leader  to 
find  an  exceptional 
product  that  is  also 
an  exceptional  value." 


EDITORS' 
CHOICE 


June  10,  1997 
Lexmark  Optra  S  1250 
Lexmark  Optra  S  1650 


-  Lexmark  presents  the  enhanced  Optra  S  family  - 
the  quickest  way  yet  to  cut  your  printing  costs. 


Introducing  the  remarkable  new 
Lexmark  Optra'"  S  1620  and  2420  network 
laser  printers  -  new  members  of  the  most  value- 
packed  family  of  printers  in  their  class.  Like  the  rest  of 
the  Optra  S  family  these  new  16  and  24  page  per 
minute  entries  produce  crisp  1200  dpi  output  with  an 
array  of  money-saving  features:  interchangeable  paper 
trays,  snap-in  duplexers  and  MarkVision'"  -  exclusive 


Lexmark  network  printer  management  software  that 
lets  your  staff  know  when  paper's  low  or  toner  needs 
replacing  before  they  find  out  the  hard  way 

To  save  your  people  time  and  frustration  and  greatly 
reduce  your  printer  acquisition  and  support  costs, 
call  1-800- LEXMARK.  (800-539-6275)  or  visit  us  at 
www.lexmark.com.  And  put  your  total  cost  of  pnnting  on 
a  much  tighter  leash. 


A  bold  new  breed  of  performance  printers. 


>  1997  Lexmark  International,  Inc  All  rights  reserved  Lexmark  and  Lexmark  with  diamond  design,  MarkVision  and  Optra  are  trademarks 
ot  Lexmark  International,  Inc  registered  in  the  United  States  and/or  other  countries  £'1997  PC  Magazine  ZiH-Davis  Publishing 


Readers  Report 


KODAK  IS  FOCUSED.  ALL  RIGHT, 
BUT  irS  A  WIDE  FOCUS  

Geoffrey  Smith's  article  "Kodalc's  fo- 
cus may  be  too  narrow"  (News:  Analy- 
sis &  Commentary,  Nuv.  24)  misses  the 
key  thrust  of  our  digital-imaging  strat- 
egy. Smith  correctly  points  out  that  we 
intend  to  intensify  our  focus  with  our 
digital  strategy  to  leverage  our  huge 
retail  presence.  At  Kodak,  we  beheve 
that  consumers  will  want  to  participate 
in  digital  imaging  regardless  of  their 
choice  of  camera  or  technology — con- 
ventional film  or  digital.  We  have  a  huge 
opportunity  to  provide  consumers  with 
an  ajTay  of  digital  scanning  and  piinting 
services  through  our  netwoi'k  of  kiosks, 
in  partnership  with  our  retailers. 

At  the  same  time.  Smith  misses  our 
commitment  to  digital  photography  and 
digital  cameras.  This  is  a  significant 
oversight,  as  we  are  among  the  top  sup- 
pliers of  digital  cameras  in  the  market. 
We  offer  one  of  the  widest  arrays  of 
products  in  the  industry,  and  we  hold 
market-share  leadership  positions  in  the 
U.  S.  and  Eiu-ope,  especially  in  segments 
that  demand  high  image  quality. 

We  acknowledged  that  we  need  to 
focus  oui-  efforts  to  improve  our  prof- 
itability in  this  segment,  but  we  clearly 
stated  that  Kodak  intends  to  remain  an 
industry  leader.  Some  of  our  1998  prod- 
uct announcements  will  reinforce  this 
commitment.  And,  we  said,  we  may  en- 
hance our  position  by  partnering  with 
other  leaders  to  gain  scale. 

These  two  aspects  of  our  strategy 
are  not  mutually  exclusive,  as  your  ar- 
ticle implies.  We  believe  the  combination 
will  play  to  Kodak's  strengths  in  a  high- 
ly competitive  marketplace. 

Willy  Shih 
President 
Digital  &  Applied  Imaging 
Eastman  Kodak  Co. 
Rochester,  N.  Y. 

WHAT  THE  WORLD  NEEDS  NOW 
. . .  ISN'T  MORE  BUREAUCRACY 


In  "What  the  free  market  can't  fix" 
(Economic  ViewiDoint,  Nov.  17),  Robert 
Kuttner  raises  viable  points  about  the 
economic,  environmental,  and  regulatory 
problems  created  by  globalization.  More- 
over, Kuttner  points  out  that  these 
problems  have  created  a  difficult  task 
for  the  federal  government  to  address. 

Kuttner,  however,  indicates  that  the 
solution  to  these  problems  is  an  increase 
in  the  quantity,  j-ather  than  the  quality, 
of  bureaucratic  regulation.  He  states 
that  "globahzation  demands  more  state- 
craft, not  more  market"  and  rails 


against  "magical  incantations  about  the 
genius  of  laissez-faire."  Kuttner  sug- 
gests that  oui-  highly  interconnected  and 
interdependent  world  economy  justifies 
further  government  bureaucracy.  Since 
Jean-Baptiste  Colbert's  development  of 
the  mercantilist  system  during  the  reign 
of  Louis  XIV,  proponents  of  bureau- 
cratic solutions  have  always  used  the 
circumstances  of  the  time  to  legitimize 
economic  interference. 

There  are  most  definitely  implicit 
problems  with  the  marketplace,  because 
it  is  not  constrained  or  hmited  by  nor- 
mative issues.  But  the  market  does  pro- 
vide the  greatest  amount  of  wealth  to 
the  gi'eatest  number  of  people  with  the 
greatest  level  of  efficiency. 

The  best  way  to  solve  the  problems 
associated  with  economic  globalization  is 
not  to  give  the  government  the 
unchecked  abiUty  to  expand  its  regula- 
tory and  biu'eaucratic  powers.  If  Ameri- 
cans rely  on  biu'eaucratie  solutions,  we 
will  cripple  the  market's  ability  to  solve 
the  problems  that  it  does  address  effec- 
tively. These  problems  include  price  reg- 
ulation, matching  fluctuations  in  supply 
and  demand,  the  elimination  of  unac- 
ceptable products,  and  the  disposal  of 
incompetent  firms. 

David  J.  Hararick 
Stetson  University 
DeLand,  Fla. 

THE  TRUSTBUSTERS  WOULD 
HANDCUFF  U.S.  HIGH  TECH 

The  Justice  Dept.  should  be  thankful 
NEC  Corp.  or  Canon  Inc.  did  not  devel- 
op Windows  as  the  personal-computer 
standard  ("Justice  vs.  Microsoft:  Why 
it  has  a  case,"  Legal  Affairs,  Nov.  17). 

The  problem  with  Washington  and 
the  Justice  Dept.  is  that  they  don't  get 
it:  Microsoft  and  the  computer  indus- 
try made  the  U.  S.  dominant  in  this 
high-tech  era.  An  island  of  antitrust  in  a 
sea  of  monopoly  is  not  going  to  cut  it 
for  our  industr'ies. 

Anthony  P.  DeLio 
DeLio  &  Peter-son  LLC 
New  Haven 

AT  THE  SMITHSONIAN.  HISTORY 
IS  WRITTEN  BY  BIG  OIL  

The  last  time  I  walked  the  halls  of 
the  Smithsonian  Institution,  I  must  have 
missed  the  signs  that  said  "Space  for 
Rent."  As  your  article  points  out,  how- 
ever-, just  about  anyone  can  get  an  ex- 
hibit— even  multinational  oil  corpora- 
tions ("This  exhibit  is  brought  to  you 
by...,"  Marketing,  Nov.  10). 

Alyeska,  the  consortium  that  owns 


CORRECTIONS  &  CURIFICATiONS 

A  table  accompanying  "Do  I  hear  two  bit; 
trade?"  (Finance,  Dec.  8)  misstated  coi 
missions  charged  by  E*Trade  and  Fidel 
Brokerage.  In  the  examples  used  in  the  tab 
E*Trade's  commission  for  a  trade  of  2 
shares  at  $20  or  for  a  trade  of  3,000  shai 
at  $10  would  be  a  flat  $14,95  For  Fidel 
Brokerage,  the  charges  would  be  $14.95 
the  200-share  trade  and,  for  active  trade 
$74.95  for  the  3,000-share  trade 

In  "The  Best  and  Worst  Boards"  (Cover  S' 
ry,  Dec.  8),  comments  by  Newton  M.  Min' 
were  taken  out  of  context.  When  he  ma] 
the  remarks,  he  was  speaking  about  boar] 
generally,  not  about  at&t. 

A  story  on  the  strength  of  the  dollar  and 
effect  on  imports  ("The  buck  keeps 
buckin',"  News:  Analysis  &  Commentary,  N 
24)  described  Toshiba  televisions,  in  a  pt 
to  caption,  as  "imports."  The  sets  are  m 
ufactured  almost  entirely  in  North  Ameri^l 


and  oper-ates  the  Trans-Alaska  Pipe 
paid  the  Smithsonian's  MuseumB 
American  Histor-y  for  a  new  exhibit 
ebrating  the  pipeline's  20th  annivers 
Not  siu-prisingly,  the  exliibit  gives  s! 
shrift  to  the  envir-onmental  probl 
that  have  plagued  Alaskan  oil  dril 
Even  more  appaUing  is  the  oil  im 
try's  use  of  the  exhibit  to  pr-on 
dr-illing  in  the  Arctic  National  Wil( 
Refuge — a  place  the  American  pe 
over-whelmingly  want  pr-otected.  Thi 
industry  may  be  able  to  r-ewrite  his 
at  the  Smithsonian,  but  it  can't  e 
the  11  million-gallon  Exxon  Valde; 
disaster  from  our  memories. 

Brian  O'Dor 
Executive  Dire 
Alaska  Wilder-ness  Le; 

Washinj 

ANOTHER  CHILD  WHO  GOT 
A  BETTER  CHANCE 


Steven  Roger-s  was  one  of  the  f  i 
featiu-ed  on  yom-  Oct.  27  cover  as  or 
"The  new  stars  of  finance."  We  at  A 
ter  Chance  Inc.  wish  to  congratu 
Roger's,  a  professor-  of  finance  at  the 
Kellogg  Gr-aduate  School  of  Manager^Ji^ 
at  Nor-thwestern  University.  AndJ^t' 
wish  to  claim  Mm  proudly  as  an  alunM^ 
of  our  nonpr-ofit  pr-ogTam  for-  Amera'-- 
gifted  and  talented  childr-en  of  color 

Twenty-five  years  ago,  A  Beer 
Chance  found  Rogers  in  Chicago'sin-  ^' 
ner  city,  just  as  we  have  found  so  nttv 
other  children.  A  Better  Chance  pl.CT  < , 
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The  journey  is  familiar. 
The  view  changes. 
But  not  the  feehna 
You're  relaxed. 
Comfortable.  At  peace. 
You're  on  the  right  road. 
Where  else  would  you  be? 


American  Airlines 
First  and  Business  Class 
Coast-to-Coast 


P  e  r  i  e  n  c  e     First     or     Business     r  i 

'  "  Class      to     New  York, 

^ton,  Washington,  D.C.,  and  M.am..  AmericanAjrlines^ 

Sometijingspeckilin  the  air. 


A  PEACEFUL  PLACE  TO  SIT  AND  THINK,  PLUS  ALL  THE  E'". 


Change  goes  in. 
Change  comes  out. 

Year-round,  The  Salvation  Army  takes  the  money  you  give  and  uses  it  to  make 
wonderful  changes  all  over  the  country.  Last  year  alone,  we  assisted  over  26  million  individuals 

in  a  variety  of  ways.  We  supplied  food  to  the  hungry,  clothing  and  shelter  for  the  homeless, 
sent  children  to  summer  camp,  provided  relief  for  disaster  victims  across  the  country,  and  much 
more.  Of  course,  we  t  an't  make  our  contribution  without  yours.  So  give  to  The  Salvation 
Army  now  and  throughout  the  year.  We  promise,  you'll  get  ( h.inge  back. 


NEED  KNOWS  NO  SEASON. 

www.sjI  v<  Uioiht  rniyusci .  ori; 


ders  Report 


1  our  special  program  in  the 
r^a.)  public  schools,  where  his 
school  record  won  him  admit- 
Villiams  College,  then  to  Har- 
:iess  school. 

anguage  of  yoiu-  trade,  A  Bet- 
:e  is  a  dream  brokerage  ftiTO. 

in  a  select  gi'oup  of  children. 
ir  childi'en  ai-e  also  children  of 

they  come  from  America's  in- 
been  in  business  nearly  35 
1  we  boast  some  9,000  gTadu- 
i  yeai;  more  alumni  are  among 
g  lights  of  Amei'ican  business, 
thi'ee  alumni  on  our  board  of 
William  M.  Lewis  Jr.,  managing 
t  Morgan  Stanley;  Theo  Kil- 
sresident  foi'  human  resoiu'ces 
ryant,  a  division  of  The  Limit- 
Alvester  Mom-oe,  South  bm-eau 
me  magazine  We  offer  them  as 

evidence  of  what  a  better 
1  do  for  so  many  of  America's 
children. 

Judith  Berry  Griffin 
President 
A  Better  Chance 
New  York 

MARK 

REEN'  DUPONT  

iteresting  that  you  chose  to 
>uPont  CEO  John  A.  Krol 
reen  begets  green,"  Environ- 
V.  10).  DuPont's  Conoco  Inc. 
r  has  just  drilled  its  first  ex- 
well  inside  the  boundaries  of 
Jrand  Staircase-Escalante  Na- 
nument  in  Utah, 
nunient,  established  by  Clinton 
eai;  protects  a  portion  of  one  of 
last  remaining  wilderness  ar- 
ico  was  given  an  opportunity 
ases,  but  it  chose  to  diill  in  the 
ur  new  national  ti'easui'e. 

Michael  S.  Ortiz 
Aspen,  Colo. 

I  COLLEGE 

lA  

on  plan  for  the  college-bound" 
Business,  Nov.  10)  provided 
!  service  to  your  readers,  with 
ice  on  the  daimting  university- 
)n  process.  It  correctly  ad- 
;he  complex  issues  (finances, 
)mpatibility)  that  students  and 
lust  consider  before  applying, 
h  reality  is  that  these  com- 
will  intensify  as  future  high 
•aduates  face  higher  tuition 
increased  competition  for  en- 
\.merica's  top  schools. 


While  your  readers  ai'e  working 
through  the  maze  of  the  college-admis- 
sions process,  they  should  be  aware  of 
an  alternative:  Canadian  universities. 
U.  S.  students  can  receive  a  quality  ed- 
ucation in  Canada.  DegTees  from  Cana- 
dian universities  are  internationally  rec- 
ognized and  considered  equivalent  to 
American  degrees.  Low  tuition  rates 
and  a  favorable  exchange  rate  mean 
Canadian  schools  are  a  ti'emendous  bar- 
gain. Safety  factors  and  a  high  quality  of 
life  in  Canada  should  reassure  American 
students  and  parents  alike.  Moreover, 
Canadian  schools  are  very  accessible: 
Most  are  within  100  miles  of  the  U.  S. 
border.  College-boimd  Americans  looking 
for  a  quality  education  at  a  good  price 
should  consider  Canada. 

Paul  Frazer 
Minister  for  Public  Affairs 
Canadian  Embassy 
Washington 


FINDING  US  ONLINE 


The  full  text  of  Business  Week,  ttie  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW. 
To  sign  up  for  BW  on  AOL,  call  (800)  641-4848 
and  mention  Business  Week, 


Afa 


Shopping  for  computer  equipment'  Visit  Maven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Gq  to  Keyword:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.maven.businessweek.coin 


HOW  TO  REACH  BUSINESS  WEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  and 

evening  phone  numbers  We  reserve  the  right  to  edit 

letters  for  clarity  and  space  and  to  use  them  in  all 

electronic  and  print  editions 

Mail:  Business  Week,  1221  Avenue  of  the  Americas, 

39th  floor.  New  York,  NY  10020 

Fax  (212)  512-6458 

Internet  bwreader@mgh.com 
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SUBSCRIBER  SERVICES 

For  individual  subscriptions,  corporate  subscriptions. 

renewals,  changes  or  problems,  and  single  copies. 

Phone  (800)  635-1200  or  (609)  426-7500 

Fax  (609)  426-7523. 

Internet  bwhelp@mcgraw-hill  com 

REPRINTS  AND  COPYRIGHT  PERMISSIONS 

For  custom  reprints  (minimum  order  of  500)  contact 
(609)  426-5494 

Before  quoting  or  reusing  editorial  material. 
Phone:  (212)  512-4801 
Fax:  (212)  512-4938 


Turn  Your 
Television  Into 
A  Videophone. 


ViaTV  Phone  -  Only  $449 

The  new  ViaTV  videophone  lets  you  send  your 
hve  video,  not  iust  your  voice  ViaTV  works  over 
regular  telephone  lines  with  your  existing 
television  and  touch-tone  phone  No  PC  is 
required.  Video  calls  cost  the  same  as  regular 
phone  calls.  A  great  way  to  do  business  or  stay 
in  touch  with  family  and  friends  For  more 
information  call  toll-free  I -888-VIEW8X8. 
Or  visit  us  at  www.8x8.com. 


8x8,  Inc. 


See  us  on  tlie  Web  dt  litl|)  ,''/www  vidT'Vuim 


Need  an 
inventory 
solution? 


We  have  one. 

Donating  ytuir  c,\ccss  inventory 
earns  a  generous  lax  write-olt 
tor  your  company.  And  creates 
college  scholarships  for  needy 

students.  EAL  can  convert 
your  donation  ot  inventory  into 
financial  aid. 
A  GREAT  SOLUTION. 

Request  a  free  ^u'lde 

to  learn  more. 
Call  (630)  6y( )-()()  10 
Fax  (630)  6y()-().S65 
Email  scholarC"'eduassist.oru 


Educational  Assistance  Ltd. 

P.O.  Box  302 1 
Glen  Ellyn,  IL  60 138-3021 
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"jl997  Microsoft  Corporation.  All  rights  reserved-  Microsoft  and  Wfiere  do  you  want  to  go  today?  are  either  registered  trademarks 
or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries 


From:  New  Microsoft  Project  98 
Date:  Wednesday,  4:45  p.m. 
To:  Planning  Committee 
Re:  One  more  little  thing... 


Your  plan  is  perfect.  You're  in  total  control.  Then  all  these. ..things. ..start  happening. 
That's  why  the  new  Microsoft   Project  98  was  built  with  a  start-to-finish  obsession 
about  details.  About  scheduling.  Staffing.  Costs.The  drill-down  details  that  let  you 
know  what's  happening  and  what's  going  to  happen  to  your  plan,  your  budget,  and 
your  due  date.  That's  a  complex  job:  Microsoft  Project  98  makes  it  easy.  You  can 
go  from  an  overview  to  the  smallest  detail  in  a  couple  of  clicks,  planning  and  tracking 
work  on  a  daily,  weekly,  or  monthly  basis.  It's  integrated  with  Microsoft  Office  97 
and  the  Internet,  so  your  documentation  and  communications  are  right  there,  from 
the  kickoff  memo  to  urgent  e-mails.  So  while  you've  still  got  the  time,  check  out 
the  details  at  www.microsoft.com/project/. 


ct  98. 

s  calendar 
>ser 

n  they  appear. 


Kttaosolt 


Where  do  you  want  to  go  today?*  www.microsoft.com/project/ 


Books 


THE  BEST  BUSINESS 
BOOKS  OF  1997 


Bruised  Apples  and  flying  lemons. 
Obsessive  teclmocrats  and  screw- 
ball millionaires.  The  biology  of 
business  and  the  mechanics  of  leader- 
ship. Such  is  the  range  of  topics  covered 
in  BUSINESS  week's  top  10  business 
books  of  the  year. 

Strong  personaUties  feature  in  many 
of  the  titles.  Consider  Kathai-ine  Gra- 
ham's Personal  History  (Knopf). 
"With  a  story  that  seems  straight 
out  of  a  19th  century  novel,"  wrote 
reviewei-  Howard  Gleckman,  it  is 
"full  of  the  stuff  we  want  to  read 
about — money  and  power,  sex 
and    scandal,    tragedy  and 
courage."  'i 

The  daughter  of  a  brilliant  but 
cold  mother  and  a  rich  business- 
man who  bought  The  Washhigto)i 
Post  at  a  street-corner  auction, 
Graham  led  a  sheltered  life.  But 
when  PhiHp  L.  Graham,  Katharine's 
husband  of  23  years  and  the  pub- 
lisher of  the  papei',  killed  himself, 
Katharine  went  to  work.  Over  the 
years  that  followed,  she  oversaw  the 
Post's,  emergence  as  custodian  of  a 
more  confrontational  style  of  journal- 
ism that  included  investigations  of  the 
Pentagon  Papei-s  and  Watergate  cases. 
And  Graham  was  at  the  helm  as  the 
Post  became  a  huge  business  suc- 
cess following  its  1971  public  of- 
fering. With  its  insider  perspec- 
tive, the  book  is  "a  fascinating 
tale  of  an  exti-aordinary  life,"  con- 
cluded Gleckman. 

Another  thi-ough-the-keyhole  ac- 
count is  provided  by  Maiy  Schiavo 
and  Sabra  f'hartrand,  authors  of 
Flyiny  Blind,  Flijiny  Safe  (Avon). 
As  inspector  general  at  the  Trans- 
portation Dept.,  Schiavo  won  a  repu- 
tation as  a  maverick  for  criticizing  her 
fellow  buT-eauerats.  A  memoir  of  Schi- 
avo's  si.\  yeai's  in  office,  Flyiny  Blind  is 
also  "an  incisive  primer  on  what  ails 
the  aviation  industry  and  the  feds' 
regulation  of  it,"  declared  reviewer 
Christina  del  Valle. 

The  author  describes  the  1996  Flori- 
da Everglades  crash  of  ValiUet  Flight 
592 — and  regulators'  subsequent  rush 
to  soft-pedal  the  catastrophe.  Federal 
watchdogs,  she  felt,  had  been  too  ea- 
ger to  promote  startup  airlines  and  thus 
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The  Inside  Story  of  Intrigue, 
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by  Ivan  P.  Hall 
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and  the  Enigma  of  Efficiency 
b-y  Robert  Knniyel 

PERSONAL  HISTORY  | 

by  Katharine  Graham  | 
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failed  to  enforce  then-  own  safety  ru|| 
"It's  not  my  job  to  sell  tickets  on  Vij 
Jet,"  Schiavo  announced.  But  it  wasi 
from  the  only  case  in  which  the  i 
competent"  faa  chose  to  side  with 
aviation  industry  rather  than  safe, 
the  pubhc.  Unnerving  stuff. 

Another  personahty  with  a  powel 
institutional   impact  was  Frede: 
Winslow  Taylor,  the  subject  of  Ro' 
Kanigel's  The  One  Best  Way:  Frei 
Winslow  Taylor  and  the  Enigma  of 
ficiency  (Viking).  Taylor  believed 
there  was  a  single  recipe  for  every 
from  shoveling  coal  to  pouring  ste( 
and  he  codified  that  approach  in 
school  of  thinking  known  as  scienl.e»j 
management.  It  turned  craft  w 
into  assembly  line  labor,  often 
ducing  speedups,  layoffs,  and 
for  every  job. 

Taylor  was  rem.arkable  both 
his  ability  to  organize  minute  det 
%    and  for  his  messianic  zeal.  He  ' 
I    then  and  remains  now  a  controvei 
'    character:  Was  Taylor  a  slave  dri 
\    or  a  liberator  whose  approach  \ 
;    workers  higher  pay?  Kanigel  says 
was  "a  man  of  immense  spirit,  int 
gence  and  tenacity,  [who]  manage^ 
alienate,  or  at  least  irritate,  al 
everyone."  Reviewer  Robert  J.  Dowl 
found  the  book  "a  marvelously  d| 
biogTaphy." 

Also    controversial    was  Col 
Robert  R.  McComiick,  head  of  a  ■:- 
dia  empire  and  publisher-editoi-  of  ' 
Chicago  Tribune  fi-om  1914  untilii 
■    death  in  1955.  In  The  Colonel:  v.- 
':    Life  and  Legend  of  Robert  R.  t 
Cormick     (Houghton  MifH). 
Richard  Norton  Smith,  authoitHiWil 
several  previous  biographies,  jp 
vides  a  balanced  portrait  of  anil 
trig^iing  if  sometimes  screwy  mol  qjcjf 

With  its  combination  of  interj 
ing  features,  global  news  coverij  :'5'sS[ 
:y   and  wacky  exploits,  McCormi 
I      Tribune  won  a  mass  readers 
,  ~1|  However,  as  Smith  shows, 
*  I'  wackiness  was  hardly  contriA 
I  being  an  outgi'owth  of  McCormi 

strange  personality.  A  self-i  ft  pro 
'  claimed  spokesman  for  the  woi 
day  heartland,  his  manner,  acci 
and  attire  were  more  suited  to 
English  manor  house  weekend 
3istic  and  fascinated  with  war 
became  an  ardent  isolatior 
McCormick  directed  the  pa 
to  adopt  a  streamlined  fi 
of  spelling,  replacing  isl 
with  "iland,"  for  exam 
"The  newspaper  becam< 
megaphone  to  amplify  the  { 
lisher's  caprices,"  says 


SAIC  company,  Soliant  and  the  Soliant  design  are  trademarks  of  Bellcore. 


..J 


u  can  merely  be  on  the  Net.  Or  you  can  be  one  of  the  most  awesome  competitors  on  it.  To  do  the  latter,  talk  with 
;'s  Soliant  Internet  Systems.  When  it  comes  to  ideas  that  build  revenues  and  cut  costs,  no  one  pushes  the  power 
et  further.  It's  what  you'd  expect  from  Bellcore,  the  people  who  invented  the  networking  software  on  which 
all  of  the  U.S.  telecom  system  runs.  Now  with  our  unparalleled  networking  expertise,  customized  software  and 


s  process  know-how,  [  we're  helping  companies  take  the  Net's  business  potential  to  the  max.  |  Anyone  can 
ie  Internet.  With  us,  you  can  rule  it. 


Sim 

zore  ^   SOLI  A  MX 

Internet  Systems 
How  Business  Succeeds  in  Cyberspace 


Books 


author.  By  the  time  of  his  death,  Mc- 
Cormick  had  outlived  his  times — but  he 
had  placed  his  stamp  solidly  upon  Amer- 
ican life. 

Will  today's  tycoons  make  such  a  last- 
ing imprint?  Chances  are  good  that  An- 
drew S.  Grove,  ceo  of  the  world's  No.  1 
chipmaker,  vdll  not  soon  be  forgotten.  In 
Inside  Intel:  Andy  G^vve  and  the  Rise 
of  the  Woi-lds  Most  Powerful  Chip 
Company  (Button),  author  Tim  Jack- 
son argues  that  the  company  mirrors 
Grove's  mercurial,  brilliant  personality. 
The  book,  which  reviewer  Andy  Rein- 
hardt  found  a  bit  lacking  in  business 
analysis,  provides  "a  fascinating  look  in- 
side one  of  the  most  secretive  compa- 
nies in  high  tech." 

The  author,  a  former  reporter 
for  The  Economist  and  the  Finan-  ' 
cial  Times,  describes  a  company 
driven  by  attention  to  detail  and  an  ^ 
in-your-face  attitude.  Jackson  doc- 
uments instances  of  alleged  insur- 
ance fraud  and  KGB-like  behavior 
fi'om  the  company's  internal-securi- 
ty squad.  The  account  succeeds  de- 
spite the  fact  that  there  have  been 
many  developments  since  it  was 
written. 

And  speaking  of  execs  with  at- 
titude, there's  the  one  and  only 
Steven  P.  Jobs,  whose  exploits, 
along  with  those  of  other  Silicon 
Valley  biggies,  are  described  in 
Apple:  The  Inside  Story  of  In- 
trigue, Egomania,  and  Business 
Blunders  (Times  Business)  by 
Wall  Street  Journal  West  Coast 
technology  reporter  Jim  Carlton. 

This  effort,  too,  is  plagued  by 
the  inherent  inability  of  book  authors 
to  keep  up  with  events.  Still,  Carlton's 
exhaustive  reporting  brings  to  life  cioi- 
cial  moments  out  of  Apple  Computer 
Inc.'s  past,  noted  reviewer  Peter  Bur- 
rows. And  even  Microsoft  Corp.'s  chief. 
Bill  Gates,  comes  off  fairly  well.  Apple- 
watchers,  take  note. 

A  company  crisis  is  also  the  theme  of 
Car:  A  Drama  of  the  American  Work- 
place (Norton)  by  Mai^  Walton,  a  for- 
mer Philadelphia  Iinfuirer  reporter. 
When  she  set  out  in  1998  to  chronicle 
the  redesign  of  Ford  Motor  Co.'s  highly 
successful  Taurus,  Walton  never  imag- 
ined that  she'd  be  documenting  the  car- 
maker's comeuppance.  The  author  be- 
came a  virtual  Ford  insider  for  almost 
three  years.  But  even  before  she  had 
finished  the  book,  which  covers  the  new 
Taunjs  fi'om  conception  to  assembly  line 
to  dealers'  lots,  it  was  clear  that  the 
updated  model  would  be  something  less 
than  a  megabit. 

Car  "provides  an  unusual  glimpse 


into  how  a  big  corporation  filled  with 
smart,  capable,  and  well-intentioned  peo- 
ple can  fall . . .  far  short  of  its  goals," 
said  reviewer  Kathleen  Kerwin.  It's  a 
good  read,  too. 

Such  good  intentions,  it's  often  said, 
constitute  the  macadam  of  the  road  to 
hell — and  to  business  extinction.  But 
untimely  corporate  deaths  are  avoid- 
able, says  onetime  Royal  Dutch/Shell 
Group  executive  Ai'ie  de  Geus  in  The 
Living  Company:  Habits  for  Survival 
in  a  Turbulent  Business  Environment 
(Harvard  Business  School  Press).  After 


The  subjects  include 
ajingoistic,  oddball 
newspaper  mogul;  Japanese 
intellectual  cartels;  and  a 
secretive  computer  company 


noting  that  the  life  expectancy  of  the 
average  multinational  is  only  40  to  50 
years,  de  Geus  reports  that  there  ai-e 
some  notable  exceptions,  such  as  Swe- 
den's Stora,  founded  some  700  years 
ago  as  a  copper  miner  and  now  a  paper 
and  chemical  producer.  The  high  corpo- 
rate death  rate,  he  feels,  represents 
huge  wasted  potential. 

The  author  describes  a  1993  Shell 
study  that  looked  at  long-lived  compa- 
nies. It  found  they  refused  to  allow  the 
loss  of  a  key  resource  to  bring  ruin, 
regularly  shifting  businesses.  Further- 
more, de  Geus  says  that  too  many  out- 
fits expire  because  their  officers  run 
them  as  profit  machines  rather  than  as 
"a  community  of  humans"  that  values 
tolerance  and  "flocking,"  or  bringing 
people  together  in  a  way  that  promotes 
the  dissemination  of  learning.  Said  re- 
viewer Julia  Flynn,  The  Living  Com- 
pany "provides  an  interesting  challenge 
to  basic  assumptions  about  the  way 
companies  work." 


There's  plenty  of  flocking  in  Jf 
says  Ivan  P.  Hall.  In  fact,  claims 
onetime  university  professor,  Ja; 
cultiu'al  practices  represent  a  formic 
banner  against  foreign  professional 
Cartels  of  the  Mind:  Japan's  Intell 
(d.  Closed  Shop  (Norton),  Hall  focus 
the  largely  extralegal  practices 
keep  the  law,  journalism,  research 
academe  mostly  closed  to  non-Japa 
Bar  association  inles  there  sev 
limit  the  practices  of  foreign  law 
Elite  reporters'  groups,  the 
kurabu,  enjoy  privileged  acces 
sources  but  are  closed  to  all  not  af 
ed  with  Japanese  nev/s  outlets.  Un 
sities  regularly  deny  tenure  to 
Japanese  professors.  "Japs 
intellectuals  maintain  these  bar 
with  enthusiastic  conviction," 
Hall,  "and  with  no  visible  desi 
reciprocate  the  open  access 
themselves  enjoy  in  other  ( 
tries."  Hall,  says  reviewer  Ri 
Neff,  "demonstrates  passion 
and  persuasively  that  [Jap 
cartels  aren't  only  economic, 
Finally,  class,  raise  your  h 
if  you're  aware  of  a  recent 
with  a  fi'esh  take  on  leader 
No?  Well,  check  out  The  La 
ship  Engine:  How  Winning  I 
panies  Build  Leaders  at  E 
Level  (HarperBusiness)  by 
versity  of  Michigan  Bus 
School  professor  Noel  M. 
with  writer  Eli  Cohen.  It  i 
book's  thesis  that  "a  company 
continually  produces  leaders 
levels  is  here  to  stay  becau 
has  people  who  anticipate 
know  how  to  deal  with  change." 

Many  of  the  usual  ceo  suspecti 
eluding  PepsiCo  Inc.'s  Roger  A.  E 
and  AlliedSignal  Inc.'s  Lawrenc 
Bossidy,  ai-e  discussed  by  Tichy  anc 
hen.  But  this  time,  it's  the  work  o 
chief  executives  as  teachers  that's 
brated.  What's  more,  the  authors  i 
duce  us  to  a  host  of  less  familiar 
ers,  including  a  ServiceMaster 
account  manager  and  the  head  ( 
AlliedSignal  seatbelt  factoiy.  We 
read  how  such  companies  as  Gei 
Electric  Co.  and  Intel  penalize  e 
tives  who  fail  to  develop  subordin 
leadership  skills.  By  placing  ment( 
atop  executive  priority  lists,  Tichj 
Cohen  "offer  managers  a  way  o: 
coming  ever  more  influential,"  sai 
viewer  John  A.  BjTne.  Education 
leadership — that's  what  the  top 
ness  books  are  all  about. 

COMPILED  BY  HARDY  Gl 
Green  is  BUSINESS  Wi 
Books  ei 
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WHAT'S  BEHIND 
ARCLAYS  CAPITAL? 


Two  things  really.  The  first  is  Barclays  with  its 
outstanding  reputation,  its  AA  credit  rating  and  its 
long  experience  in  international  financial  markets. 

The  second  is  capital. The  access  we  have  to  a 
balance  sheet  of  over  $350  billion  gives  us  the 
financial  muscle  to  support  our  clients  in  many 
different  ways. 

But  the  real  leverage  lies  in  combining  the  two. 
Barclays  Capital  is  focused  on  integrating  the  full 
array  of  debt,  lending  and  risk  management  products 
to  provide  innovative  solutions  for  our  clients.  This  is 
what  makes  us  different  and  represents  an  altogether 
new  approach  to  investment  banking. 

Still  international  and  still  very  much  in  the 
business  of  providing  financing  advice.  But  through  a 
greater  concentration  on  debt  and  risk  management 
products,  we  can  better  understand  what  our  clients 
need  and  so  provide  them  with  an  even  better  seiA/ice. 

After  all,  that  is  what's  behind  Barclays  Capital. 


A  SHARPER  FOCUS 

FRANKFURT       HONGKONG      JOHANNESBURG       LOrJDON       MADRID       NEW  YORK       PARIS       SK-JGAPORE  TOKrO 


And  in  15  other  cities  across  the  world 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

THESE  MACS  ARE 
BUILT  FOR  SPEED 


The  new  G3  processor 
is  fast,  all  right,  but 
most  folks  will  find 
better  value  in  PCs 

Tlie  newest  Maeintoslies 
from  Apple  Coniijuter 
certainly  are  quick. 
Built  around  a  new  proces- 
sor— the  Motorola/iBM  Power- 
PC G'l,  lainning  at  speeds  up 
to  266  Megahertz — these 
Power  Macs  can  match  and 
often  beat  the  speediest  Pen- 
tium II  PCs.  Is  that  reason 
enough  to  rush  out  and  get 
one?  For  most  people,  even 
dedicated  Macintosh  fans, 
probably  not. 

The  new  machines 
come  in  three  ver 
sions:  a  desktop 
model  stalling 
at  $1,999  for 
a  233-Mhz 
computer  with- 
out monitor,  a  mini- 
towei'  starting  at  $2,499,  and 
a  250-Mhz  PowerBook  lai>top 
at  $5,699.  And  in  a  new  ai> 
proach  designed  to  bolster 
sagging  Mac  sales,  all  can  be 
ordered  directly  ft-om  Apple 
on  the  World  Wide  Web  at 
www.apple.com. 
BIG  SHOWDOWN.  Ajiple  .says 
the  featiu-es  on  these  new  ma- 
chines "add  up  to  speed, 
speed,  and  more  speed,"  and 
my  informal  testing  backed 
Apple's  claims.  I  compared  a 
266-Mhz  with  a  Dell  Com- 
puter Dimension  XPS  H26(i.x, 
both  with  :!2  megabytes  of 
memory.  In  tests  manipula- 
ting a  big,  high-.-Psolution  im- 
age in  Adobe  Photoshop  4.0, 
the  Mac  took  2  i.iinutes  and 
48  seconds  compaj-e:  1  with  4:3.5 
for  the  Dell.  In  a  number- 
crunching  test  in  Microsoft 
Excel,  there  was  a  near-tie: 


28  seconds  for  the  Dell  vs.  31 
for  the  Mac. 

For  an  artist,  being  able  to 
save  a  few  minutes  working 
on  a  big  Photoshop  image 
may  be  a  big  deal.  But  for 
most  buyers  doing  spread- 
sheet or  word-processing 
chores,  the  issue  is  more  like- 
ly to  be  value.  At  $1,999,  the 


THE  G3  POWERBOOK:  State 
of  the  art,  l)uf  tvill  the 
masses  fork  over  $5,699  '^ 

cheapest  of  the  new  Apples 
costs  more  than  a  similarly 
equipped  Dell  Dimension  XPS 
with  a  266-Mliz  Pentium  II  at 
$1,812,  and  a  lot  more  than 
the  same  Dell  with  a  slower, 
but  more  than  adequate,  233- 
Mhz  Pentium  MMX  at  $1,632. 
Even  Apple  doesn't  expect 
many  Windows  users  to 
switch. 

The  value  issue  is  even 
moi'e  striking  in  the  case  of 
the  Powei'Book  The  lap- 
top is  far  faster  than  any 
Windows  notebook  because 
Intel  does  not  yet  offer  a  mo- 
bile version  of  the  Pentium 
II  chip.  But  Apple  built  the 


G3  using  the  year-old  Macin- 
tosh PowerBook  3400  case 
and  it  offers  only  a  12.1-in. 
display,  not  the  13.3-in.  screen 
found  in  many  less  expensive 
PC  laptops. 

The  PowerBook  offers 
some  nice  features,  including 
an  excellent  keyboard,  built-in 
modem  and  networking,  and 
the  ability  to  swap  the  CD- 
PvOM  and  floppy  diives  while 
the  computer  is  lunning.  But 
it  costs  $1,500  more  than  a 
233-Mhz  Dell  Inspiron.  And 
the  Insph'on,  despite  its  big- 
ger display,  weighs  nearly  13 
oimces  less  than  the  7.7-poimd 
G8.  Even  a  PowerBook  3400, 
identical  to  the  f  3  except  for  a 
slower  240-Mhz  PowerPC  603e 
pi'ocessor,  is  no  great  bargain 
at  $4,499. 

STILL  WAITING.  A  Mac 

professional  who  needs 
the  fastest  possible  lap- 
top may  be  willing  to  pay 
the  piice  for  the  Power- 
Book  (;3.  The  tai-get  audi- 
ence foi-  the  fast  yet  pncey 
desktop  units  is  more  mys- 
terious. Graphics  pi'ofession- 
als  and  others  in  the  publish- 
ing business,  who  ai-e  Apple's 
most  important  customers, 
will  have  to  wait 
until  a  new  line 
of  high-end  ma- 
chines comes  out 
early  next  year  to 
get  the  machines  they 
need.  (;3  desktops  lack  high- 
performance  disk  and  video 
systems  and  have  limited  ex- 
pansion capabiUty. 

The  G3s  are  far  too  expen- 
sive for  schools,  Apple's  other 
critical  miu-ket.  And  consumer 
and  business  customers  have 
been  moving  to  Windows 
computers  in  the  $1,000  price 
class.  Apple  has  no  competi- 
tive products,  though  Umax 
offer's  a  couple  of  PowerPC 
603e  clones  in  that  range. 

In  the  best  Apple  tradition, 
the  (;3  Macs  show  off  the  state 
of  the  art  in  processor  tech- 
nology. However,  apart  fi'om 
the  new  laptops,  which  a]3peal 
to  Macintosh  users  who  want 
speed  at  any  cost,  it's  hard  to 
know  who  to  recommend 
these  machines  for. 


BULLETIN  BOAR 


JOYSTICKS 
FEELS  LIKE  REAL  LIFE 

As  you  roll  down  the  runwa^j 
Microsoft  Flight  Simulator : 
you  feel  the  bumps  in  the  •; 
pavement.  You  feel  the  recA 
when  you  fire  a  weapon  in  1; 
Star  Wars:  Shadows  of  the ' 
Empwfrom  LucasArts.  i 
Microsoft's  Sidewinder  Fore 
Feedback  Pro  joystick  uses 
two  motors  to  give  you  an  . , 
added  sense  of  reality  withjl 


games.  Although  the  joystij 
will  work  with  any  game,  tff 
force-feedback  feature 
requires  special  software. 
Microsoft  has  signed  up  ail 
the  leading  gamemakers  td 
write  for  the  new  controlleif 
and  support  has  been 
announced  for  over  40  gati 

ACCESSORIES 
CUTTING  CORD  MESS 

Supplying  power  to  home 
entertainment  and  computl 
systems  can  mean  a  shortf 
of  outlets  and  a  tangle  of  I 
cords.  Two  new  products  frf 
Newpomt  (800  639-7646  o| 
619  677-5700)  will  clean 
the  mess — and  provide  pr| 
tection  from  surges  and  lifl 
nmg.  The  $119  Theater  Hu| 
provides  five  outlets  con- 
trolled by  a  master  switch,] 
three  unswitched  outlets, 
lightning  protection  for  a 
phone  line  and  for  cable  ail 
satellite  feeds.  The  $250  t| 
ater  Director  adds  twice  asf 
much  spike  protection  and| 
automatic  shutdown  for  vc 
age  variances. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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:ncineered  to  go  ur  down, 
\ckward,  and  adrjst  to  many  aistgl 

(AND  THAT'S  JUST  THE  POWER  FRC^T  SEATS  ) 


INTRODUCING  THE 
SPECIAL  EDITION'  JEEP 
AND  CHEROKEE  LAREDO 

It  to  go  places  in  this  world?  Consider  the 
1  Edition"  Jeep  Grand  Cherokee  Laredo.  It's 
with  10-way  power  front  seats,  an  Infinity 
lound  System,  heated  power  side  mirrors— all 
iry  features  you  could  ever  need  when  traversing 
Ids  most  inhospitable  terrain.  Places  as  difficult 
ounce  as  they  are  to  travel. 


Plus,  with  available  Selec-Trac'  full-lime  four-wheel 
drive  and  an  advanced  Quadra-Coil  '  suspension  system, 
you'll  have  the  ability  to  do  some  serious  social  climbing. 

For  further  information,  contact  us  at  1-800-925-JEEP 
or  visit  www.jeep.com  on  the  Internet.  After  all,  the 
"Special  Edition"  Grand  Cherokee  Laredci  is  the  ultimate 
way  to  handle  life's  ups  and  downs. 
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Economic  Viewpoint 


WHISTLING  PAST 

THE  GRAVEYARD  IN  ASIA 


GET  REAL: 

The  prevailing 
wisdom  is  that 
open  markets 
and  austerity 
will  right  the 
region.  But 
Asia  may  not 
adapt  so  easily 
to  U.S.-style 
capitalism 


Robert  Kuttner  is  co^editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


Globalization  turns  out  to  be  more  com- 
plicated than  it  first  seemed.  Young, 
dynamic  economies  can  enjoy  three 
decades  of  prodigious  gi'owth — and  abruptly 
go  into  a  tailspin.  The  transition  from  state- 
guided  growth  to  transparency  and  free  mar- 
kets is  trickier  than  a  simple  "big  bang." 
And  with  increased  interdependence  comes 
the  increased  risk  of  contagion. 

At  this  writing,  there  is  a  pause  in  the 
Asian  flu.  For  the  moment,  the  conventional 
line  goes  something  like  this;  The  funda- 
mentals are  solid.  (Aren't  they  always?!) 
Japan  is  belatedly  letting  big  institutions 
fail — a  sign  of  overdue  reform.  The  Asian 
financial  quake  gives  the  U.  S.  the  leverage 
to  demand  salutary  changes — deregulation, 
open  markets,  fiscal  reform.  And,  anyway, 
Japan  has  the  world's  largest  cushion  of  sav- 
ings, diligent  workers,  and  superb  manufac- 
turing. Ironically,  tlie  same  people  who  were 
arguing  just  months  ago  that  Japan  was  on 
the  brink  of  deferred  disaster  now  celebrate 
its  resilience. 

In  this  view,  the  revealed  weakness  of 
Asia  contrasts  with  the  toweling  strength  of 
the  U.  S.  The  American  economy,  supposed- 
ly, has  not  just  strong  job  creation,  low 
unemployment,  scant  inflation,  dynamic 
entrepreneurship,  and  flexible  institutions. 
It  also  benefits  from  a  fiight-to-quality 
psychology. 

The  PoUyannas  should  get  real.  Thanks 
to  the  very  globalization  relentlessly 
promoted  by  the  so-called  Washington 
consensus,  no  economy  is  an  island.  And 
whether  an  economy  is  national  or  global, 
the  recuning  dilemma  of  capitalism  endures: 
how  to  make  its  magnificent  creative 
destruction  tolerably  stable  and  socially 
beai'able. 

HOW  DEPRESSIONS  HAPPEN.  What  troubles 
me  is  the  certitude  that  ther-e  is  a  single, 
correct  form  of  capitalism — which,  by  coinci- 
dence, is  the  Reagan-Rubin  form — and  that 
this  is  an  opportune  moment  to  impose  it 
on  Asia.  Ah  it  takes,  supposedly,  is  trans- 
parency, market  access,  and  a  big  dose  of 
austerity.  This  is  all  too  reminiscent  of  the 
"Tr-easury  view"  (fiscal  orthodoxy)  that  John 
Maynard  Keynes  criticized  in  the  1930s  as 
needlessly  prolonging  depression. 

Anyone  tempted  to  whistle  past  the 
graveyard  of  Asian  bank  failures  and  over- 
capacity should  reread  the  classic  1933  arti- 


cle by  the  economist  Irving  Fisher,  "[ 
Debt-Deflation  Theory  of  Great  Depressio 
Fisher's  insight  was  that  depressions, 
opposed  to  recessions,  occur  when  a  perio( 
exuberance  and  high  debt  collapses  into 
unwinding  of  asset  values  and  a  contract 
of  credit,  triggering  a  general  deflation  ar 
crumbling  of  mass  pui-chasing  power.  Asi 
not  there  yet,  but  it  is  uncomfortably  ck 
MULTIPLE  MODELS.  In  the  U.  S.,  the  Fedi 
Reserve  rehably  acts  to  keep  recession 
tui'ning  into  depression.  But  the  Federal 
serve  is  not  quite  the  world's  central  ba] 
The  International  Monetary  Fund  in  1| 
was  designed  to  provide  liquidity  in  c: 
and  to  prevent  troubled  nations  from 
porting  austerity.  But  lately,  the  IMF 
mutated  into  an  instrument  of  austerity, 
frey  Sachs,  an  exponent  of  fiscal  discip' 
but  a  critic  of  debtor's  prisons,  observes 
in  a  financial  panic,  it  is  more  important 
restore  confidence  than  to  demand  dra 
surgery. 

When  my  friend  William  Greider  wi 
One  World,  Ready  or  Not,  he  was  ridici 
by  economists  for  arguing  that  the  wi 
suffered  from  increasing  overcapacity  i 
matched  with  wages  that  were  insufficien 
buy  all  the  products.  The  economists  ki 
better:  Obviously,  all  that  economic  acti^ 
had  to  go  somewhere.  If  workers  were 
dei'paid,  then  by  definition  investors  w 
overpaid.  And  they  bought  products.  Pi 
lem  solved. 

Well,  it's  now  all  too  clear  that  Asian  ( 
italism  does  face  a  glut  problem.  That 
turn,  cascades  into  bad  loans,  banking 
lapses,  and  global  glut.  For  years,  curr 
glib  economic  reasoning  has  left  out  inst 
tional  instability  and  the  role  of  psychol 
in  gluts  and  financial  instability.  Sure,  ( 
nomic  activity  has  to  go  somewhere,  but 
sold  cars  still  pile  up  on  docks,  bank  1 
ance  sheets  do  turn  sour,  and  pani 
investors  do  start  selling.  As  always, 
weakest  link  in  the  whole  affair  is  the 
nancial  system. 

Contrary  to  the  U.  S./imf  line,  ther 
more  than  one  brand  of  capitalism.  It's 
yet  clear  how  the  different  models  of  c| 
talism  will  coexist,  who  will  serve  as  stj 
lizer  and  referee,  or  how  the  financial 
darins  will  be  democi-atically  accounta] 
But  one  thing  ought  to  be  clear:  The  sys; 
does  not  efficiently  govern  itself. 
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YOUR  MONEY? 
OR      YOUR  HEALTH? 


Since  day  one,  the  measure  of  good  health  I'are  in  Anierira  has  been  held  hostage  by  a 
faulty  equation:  The  most  money  buys  the  best  care.  The  unfortunate  legacy  of  the  old 
fee-for-service  system  is  it  did  a  better  job  of  raising  costs  than  quality.  ■  Can  any  system 
raise  the  quality  of  health  care  for  Americans  while  controlling  its  costs?  We  believe  the 
answer  is  an  unqualified  yes.  ■  First  off.  the  best  care  cannot  be  defined  as  the  most 
expensive  or  the  least  expensive.  It  is  the  right  care  delivered  at  the  right  lime.  Ideally, 
it's  a  measure  taken  to  prevent  an  illness  before  it  ever  occurs.  Like  an  immunization, 
for  instance.  Or  one  that  catches  a  disease  early  enough  that  something  can  l)e  done 
about  it.  ■  That's  why  our  women's  program  was  the  first  to  cover  annual  mammograms 
for  all  women  over  40.  We  know  what  it  costs,  but  by  treating  breast  cancer  in  its  earliest 
stages,  we  also  know  what  it  can  save.  ■  The  best  care  can  even  hall  the  progression 
of  chronic  disease.  Our  congestive  heart  failure  program  provides  a  cardiac  nurse  to 
educate  at-risk  members  on  the  im|)ortan(  e  of  taking  prescril)ed  medications,  and  to 
help  them  make  lifestyle  adjustments.  The  result  has  been  a  significant  tlecline  in 
hospitalization  rates  and  an  overall  improvement  in  patient  well-being.  ■  Not  coincidentally. 
our  model  of  prevention,  early  detection  and  chronic  disease  management  promotes 
better  health,  with  the  added  value  of  lowering  health  care  costs.  Which  in  turn  enables 
companies  such  as  ours  to  provide  more  people  than  ever  the  best  choices  modern 
medicine  can  offer.  And  do  so  without  offering  the  one  choice  no 
one  should  ever  again  have  to  make:  Their  money?  Or  their  health?       US H6althCar6 

Ui-\  Ih  IIi  i  Willi  11^. 
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Economic  Trends 


BY  GENE  KORET2 

GOOD  NEWS  ON 
WAGE  INEQUALITY 

For  some  groups,  it's  been  waning 

The  general  perception  is  that  wage 
inequality  in  the  U.  S.  has  widened 
significantly  in  recent  decades.  And  that's 
certainly  tnie  when  one  considers  the 
gap  between  those  with  college  degi'ees 
and  those  with  high  school  diplomas  or 
less.  From  1979  to  1995,  the  average  dif- 
ference between  the  earnings  of  high 

SOME  WAGE  GAPS 
HAVE  BEEN  NARROWING 


COLLEGE         MEN  WHITE  MEN    WHITE  WOMEN 

vs         vs  vs  vs 

H  S  GRADS      WOMEN        BUCK  MEN    BLACK  WOMEN 

▲  PERCENT  '1979  fOR  COLLEGE  VS  HIGH  SCHOOL  GRAOS 

DATA:  ROBERT  L  LERMAN.  URBAN  INSTITUTE 

school  and  college  gi-aduates  expanded 
from  about  33%  to  50%. 

As  economist  Robert  I.  Lerman  of 
the  Ui-ban  Institute  notes  in  a  recent 
analysis,  however,  this  trend  doesn't 
necessarily  mean  that  overall  earnings 
inequality  is  rising  sharply.  For  as  the 
evolving  economy  has  placed  increas- 
ing emphasis  on  skills,  the  behavior  of 
both  workers  and  employers  has  in- 
evitably changed. 

On  the  supply  side  of  labor  markets, 
rising  wage  preiniums  attached  to  edu- 
cation have  encouraged  workei's  to  ex- 
pand their  skills  and  ti'aining.  Fewer  stu- 
dents have  been  dropping  out  of  high 
school,  and  more  have  gone  beyond  high 
school.  And  the  share  of  college  gradu- 
ates in  the  U.  S.  workforce  has  climbed 
from  18%.  in  1979  to  25%  in  1995. 

Some  of  this  educational  upgrading 
has  tempered  overall  inequality.  Since 
1979,  for  example,  the  pei-cent  of  total 
hours  worked  in  the  economy  by  high 
school  dropouts  has  fallen  from  21%.  to 
11%',  but  this  decline  was  offset  by  a 
similar  rise  in  hours  worked  by  those 
with  a  few  years  of  college.  Because 
dropouts'  wages  nin  far  below  average 
while  wages  of  those  wath  some  college 
are  close  to  average,  this  shift  tended  to 
reduce  wage  inequality  in  the  woi'kfoi'ce. 

Meanwhile,  on  the  demand  side  of  la- 


bor markets,  niany  employers  in  need 
of  workers  with  skills  have  found  that 
other  characteristics  such  as  gender  or 
race  no  longer  matter  as  much  as  they 
once  did.  LeiTnan's  data  indicate  that  the 
overall  male-female  wage  differential 
shrank  from  37%  in  1984  to  24%  in  1995 
(though  it  is  still  about  32%.  among  high 
school  dropouts).  At  the  same  time,  the 
wage  gap  between  wWte  and  black  males 
naiTowed  from  26.7%  to  18%,  and  that 
between  white  and  black  females  fell 
from  8.7%  to  6%. 

Indeed,  Lerman's  analysis  suggests 
that  overall  wage  inequality  in  the  work- 
force hai-dly  increased  fi-om  1984  to  1995. 
Although  a  rising  educational  wage  gap 
tended  to  boost  inequality,  this  effect 
was  neai'ly  offset  by  the  tendency  of  em- 
ployers to  discriminate  less  on  the  basis 
of  sex  and  race. 

None  of  this  means  that  wage  in- 
equality is  an  insignificant  problem.  Ler- 
man notes  that  it  gi'ew  appreciably  from 
1979  to  the  mid-1980s  and  that  his"  analy- 
sis excludes  those  who  have  ch'opped  out 
of  the  workforce  entirely,  especially  a 
rising  number  of  poorly  educated  black 
males.  Wliat  liis  fuidings  do  suggest,  how- 
ever, is  that  an  ei'a  of  declining  wage  in- 
equality may  be  closer  at  hand  than 
many  people  believe — if  America  decides 
to  make  the  investments  in  education 
and  job  training  that  could  biing  it  about. 


THE  HAZARDOUS 
TRADE  DEFICIT 

It  could  be  trouble  if  stocks  slide 

Since  the  stock  market's  October  prat- 
fall, both  it  and  the  economy  have 
done  remarkably  well.  In  fact,  many  ex- 
perts say,  even  a  significant  coiTection 
would  be  unlikely  to  deflect  the  ongoing 
expansion.  After  all,  the  30%  market 
drop  in  October,  1987,  hai-dly  affected 
the  economy  and  was  followed  by  three 
years  of  growth.  Aid,  pace  1987,  there's 
growing  confidence  that  Aan  Gi'eenspan 
can  keep  things  on  an  even  keel. 

Economist  Nicholas  S.  Pema  of  Fleet 
Financial  Group  is  dubious,  however. 
Without  deprecating  the  Federal  Re- 
serve's role  in  1987,  he  points  out  that 
the  economy  then  was  benefiting  from  a 
falling  dollai'.  After  soaring  by  more  than 
80%  from  1980  to  1985,  the  greenback 
had  dropped  close  to  its  1980  level.  As  a 
result,  the  ti'ade  deficit  was  already 
shrinking  rapidly,  and  it  shrank  by  an 
additional  47%.  over  the  next  two  yeai"s — 
accounting  for  22%.  of  real  gi'owth  from 
late  1987  to  late  1989. 


This  time  around,  notes  Perna, 
trade  winds  are  unfavoi-able.  From  r| 
1995  to  mid-1997,  the  dollar  apprecia 
by  20%,  and  the  trade  deficit  has  alre| 
surged  from  a  $75  billion  pace  in 
1995  to  a  $130  billion  rate.  If  the  si 
market  were  to  fall  sigriificantly  in] 
coming  months,  he  warns,  any  wea 
it  causes  will  be  compounded  by 
trade  sector — not  offset  by  it.  In  oil 
words,  "the  Fed  will  face  a  far  greq 
challenge  than  it  did  in  1987." 


LIVING  LONGER-' 
AND  STAYING  FIT 

U.S.  life  expectancy  hits  a  new  hii 

The  U.  S.  continues  to  lag  behind  i- 
er  advanced  nations  in  longe\ity,  i 
that  doesn't  mean  it  isn't  making  pia;- 
ress.  Met  Life  demographer  Stai^' 
Kranezer  estimates  that  life  expectaw 
at  biith  in  the  U.  S.  hit  a  new  recoro' 
75.9  years  last  year — 0.1  year  higjr 
than  the  previous  peak  of  75.8  yeai-s  e 
reached  in  1992. 

Aside  fi-om  a  continuing  decline  i: 
fant  moitality  (34  straight  yeai^s).  a  m 
factor  behind  the  rise  in  life  expect 
has  been  a  relatively  shaip  cb"op  in 
tality  rates  among  men  65  and  over 
1990 — a  period  duiing  which  the  mo: 
ity  rates  of  older  women  have 
budged.  Indeed, 
the  longevity  ad- 
vantage of  women 
age  (35  vs.  men  has 
shr'unk  from  3.9 
years     in  1990 
(when  female  life 
expectancy  at  65 
was  19  years)  to 
3.2  years  in  1996. 

Older  Ameri- 
cans also  appear 
to  be  living  longer 
healthy  lives.  Ac- 
cording to  an  arti- 
cle in  Population 
S:  Development 
Review  by  Eileen 
M.  Crimmins,  Ya- 
suhiko  Saito,  and 
Dominique  Ingegneri,  the  increase 
longevity  racked  up  by  65-year-old 
and  women  from  198(j  to  i990  (0.9 
0.5  years,  respectively)  were  lar 
disability-free,  whereas  the  gains  in 
expectancy  achieved  by  seniors  in 
1970s  involved  greater  periods  of 
ability.  And  recent  research  sugg 
that  the  shift  toward  less  disability 
continued  in  the  1990s. 


NO  CANE, 

Seniors  are  stay 
healthy  longer 
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:ZLING  GROWTH  IS  KEEPING 
IS  EXPANSION  WARM 

rates,  record  profits,  and  flush  consumers  are  stoking  the  flames 


i  ECONOMY 


After  three  quarters  of  scorch- 
ing grow1:h,  the  economy's  fire 
)posed  to  be  dying  down  by  now.  Consumer  ex- 
1,  higher  interest  rates,  and  a  strong  dollar  were 
d  to  slow  demand.  Instead,  growth  this  quarter 
early  as  hot  as  it  did  in  the  third,  when  real 
amestic  product  grew  at  a  revised  3.3%  annual 
anything,  the  economy  has  more  fuel  now  than 
St  spring. 

lewest  tinder.  faUing  long-term  interest  rates.  The 
yield  on  tiie  30-yeai'  Treasury  bond  is  quickly 
liing  6%  (chart),  pulling  all  other  long  rates  down 
Cheaper  financing  will  give  the  gi-een  light  to  ad- 
business  investments,  keep  housing  on  the  rise, 
uce  more  homeownei"s  to  refinance  their  moit- 
^ving  consumers  more  money  to  spend. 

Plus,  the  stock  market  has 
begun  to  shrug  off  worries 
about  Asia.  The  Dow  Jones  in- 
dustrial average  closed  above 
the  8000-mark  on  Dec.  1  for 
the  first  time  since  Oct.  15. 
Even  the  econom/s  chief  wor- 
rier, Federal  Reserv^e  Chair- 
man Alan  Greenspan,  down- 
played Asia's  potential  effects 
on  the  U.  S.  expansion  in  his 
speech  on  Dec.  2  in  New  York, 
businesses  and  consumers  are 
Thanks  to  better  productivity 


(DING  SOUTH 
TO  6% 


DEC  2 


STANDARD  i  POORS  DRI 


le  same  time, 

more  money. 
)ng  demand,  profit  mai-gins  hit  another  peak  in 
d  quarter.  And  solid  job  and  wage  growth  lift- 
)nal  income  in  October  True,  not  all  workei-s  are 
heir  pay  rise,  and  not  all  coiporations  are  post- 
ird  profits.  But  for  the  economy  as  a  whole,  the 

financial  conditions  are  hardly  the  kind  to 
the  economy's  fire. 

mmrs  momentum  clearly  has  not  gone 

id  by  the  folks  at  the  Fed.  Greenspan  and  oth- 
ymakers  know  that  the  economy  is  at  a  point 
t  is  using  almost  all  of  its  available  resources, 
low,  price  pressm-es  remain  stone  cold.  But  if 
^owth  remains  above  3%,  businesses  wtU  be  vy- 
'e  fiercely  for  limited  supphes  and  labor.  And 
npetition  paves  the  way  for  production  bottle- 
nd  faster  wage  gains.  Imports  have  taken  some 
pressure  off  production  constraints.  But  the 
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tight  labor  markets  will  remain  a  source  of  concern  for 
inflation  haw^ks  at  the  Fed  and  elsewhere.  In  its  Beige 
Book,  the  report  on  regional  economies,  the  Fed  said 
that  growth  was  "moderate,"  and  price  pressures  were 
few^  But  the  book  also  noted  that  "virtually  all  re- 
gions are  experiencing  tight  labor  markets,  with  some 
reporting  increased  wage  pressures  in  specific  mar- 
kets and  occupations  with  labor  shortages." 

So  far,  though,  the  industri- 
al sector  has  been  meeting  de-         DELIVERY  TIMES 
mand  without  any  serious      ARE  GETTING  LONGER 
problems.  The  nation's  pur- 
chasers reported  that  overall 
business  acti\ity  slowed  only 
slightly  in  November  The  Na- 
tional Association  of  Purchas- 
ing Management  (napm)  in- 
dex— a  measm-e  of  production, 
employment,  orders,  invento- 
ries, and  delivery  times — 
dipped  to  54.4%  fi'om  56%  in  October.  But  the  No- 
vember reading  is  consistent  with  real  gdp  growth  of 
3.7%.  The  purchasers  reported  that  hiring  and  export 
orders  increased  in  November,  and  production  grew 
last  month,  though  at  a  slow^er  rate  than  in  October. 

The  report  did  hint  at  some  fissui'es  in  the  production 
pipeline,  noting  that  inventories  continue  to  be  di'awn 
dowTi,  and  businesses  ar-e  taking  longer  to  fill  orders 
(chait).  Both  are  signs  that  even  with  increased  output, 
producei-s  ai'e  becoming  unable  to  satisfv'  demand  easily. 

A  rising  backlog  of  orders  also  suggests  that  busi- 
nesses have  fallen  behind.  The  Commerce  Dept.  re- 
ported that  dui'able-goods  orders  slipped  0.3%  in  Octo- 
ber. But  because  shipments  fell  by  a  bigger  0.7%,  the 
backlog  of  unfilled  order's  rose  by  0.3%,  to  its  highest 
level  in  5J^  years.  The  large  backlog  will  keep  produc- 
tion rising  into  1998.  But  it  also  means  that  delivery 
times  will  probably  grow  even  longer 

LOOKING  AHEAD.  NEW  ORDERS  are  likely  to  bounce 
back  in  coming  months  because  demand  is  still  high. 
Real  consumer  spending  for  goods  and  ser\ices  rose 
0.4%  in  October  despite  a  big  drop  in  outlays  for  motor 
vehicles  and  parts.  The  October  gain  means  that  real 
spending  began  the  quaiter  at  a  2.1%  annual  rate  above 
its  thii'd-quarter  average.  That's  pretty  respectable  con- 
sidering that  households  pumped  up  their  purchases 
at  nearly  a  6%  cKp  in  the  summer  quarter.  Excluding 
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vehicles,  real  outlays  are  growing  at  a  2.5%  pace,  after 
a  4.6%  gain  in  the  third  quarter. 

Consumers  should  increase  their  spending  in  the 
last  two  months  of  the  year.  Early  reports  for  this 
hoHday  season  shov/  that  shopping  is  off  to  a  modest 
stait.  But  buying  momentum  will  likely  bmld  as  Chiist- 
mas  nears,  because  the  strong  job  markets  are  spark- 
ing real  gains  in  incomes.  Real  disposable  income  rose 
0.3%  in  October.  Over  the  past  year,  real  aftertax 
earnings  are  up  3.5%,  the  fastest  rate  in  2Vz  years. 

Strong  consumer  fundamentals  ai'e  also  buoying  hous- 
ing. New  single-family  home  sales  fell  1.7%  in  October, 
to  an  annual  rate  of  797,000.  But  September  sales  were 
revised  up  from  800,000  to  811,000.  Home  buying  this 
year  is  running  well  ahead  of  1996's  pace.  And  with 
falling  long-term  rates  and  rising  incomes,  demand  will 
remain  sturdy  since  more  consumers  will  be  able  to  buy 
a  house. 

Demand  is  already  so  strong  that  the  inventory  of 
unsold  homes  is  low  by  historical  standards.  As  a  result, 
building  activity  is  picking  up.  Outlays  for  residential 
construction  rose  0.7%  in  October,  leading  the  0.1% 
gain  in  all  construction  spending. 

CONSUMERS  ARE  NOT  the  only  ones  feeling  a  bit 
more  flush.  Businesses  continue  to  do  extremely  well  in 
1997.  Operating  profits  of  nonfinancial  corporations  in 
the  third  quarter  increased  a  sizable  5.3%  from  their 


FRANCE 


PROFITABILITY  T 
IS  SOARING  I 

 i 


second-quarter  level.  Earnings  last  quarter  were  11. 
higher  than  a  year  ago,  the  best  gain  in  a  year. 

Equally  important,  businesses  are  squeezing  m 
earnings  out  of  eveiy  dollar  of  revenue.  Profit  n: 
gins — operating  profits  per  unit  of  real  output  in  the  r 
financial  corporate  sector — rose  to  a  record  14.9%- 
quarter,  from  14.4%  in  the  second  quarter  (chart).  Hi 
er  mai'gins  suggest  that  when  economic  gi^owth  slows 
it  eventually  will,  profits  may  not  drop  as  much 

The  extra  cash  will  likely 
be  put  to  use  by  investing  in 
more  equipment,  building 
more  facilities,  or  disbursing 
bigger  dividends.  However, 
corporations  also  face  the 
prospect  of  paying  higher 
wages,  and  that  cost  pressm^e 
is  unlikely  to  change  until 
gi'owth  dampens. 

Right  now,  though,  the 
economy  shows  few  signs  of 
slowing.  Growth  continues  to  roar,  feeding  on  the  1 
dling  of  strong  consumer  fundamentals,  record  p: 
its,  and  rising  financial  markets.  As  the  economy's 
warden,  the  Fed  will  have  to  take  action  to  cool  off  t 
demand.  If  it  does  not,  policymakers  know  that  sc 
wayward  sparks  from  the  demand  fire  could  well  ca 
wage  and  price  pressures  to  start  smoldering. 
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THIS  REBOUND  IS  IN  CONSUMERS'  HANDS 


With  real  gross  domestic 
pi-oduct  gi-owing  at  2Vi% 
over  the  past  year,  France's  re- 
covery looks  solid.  But  so  far,  ex- 
ports have  been  the  driver  of  this 
rebound.  Growth  in  1998  will  de- 
pend more  on  a  pickup 
in  domestic  demand. 

Consumer  spending 
had  jumped  in  1996 
because  of  government 
subsidies,  but  demand 
weakened  once  that 
support  ended.  Now, 
consumers  are  showing 
new  life  (chart).  Even 
with  France's  12^% 
jobless  I'ate,  consumer 
confidence  is  slowly  rising.  And 
October  purchases  rebounded  by 
2.2%  after  a  drop  in  September. 
That  means  that  spending  began 
the  fourth  quarter  slightly  ahead 
of  its  thii'd-quarter  average.  No- 
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vember's  data,  though,  may  be 
skewed  by  delivery  problems 
ft'om  a  truckers'  strike.  That  was 
one  reason  for  the  weakness  in 
car  sales  last  month.  Even  so,  a 
survey  of  retailers  showed  that 
nonfood  retailers  are 
upbeat  about  yearend 
sales.  And  the  hous- 
ing recovery  is  lifting 
sales  of  home-related 
goods. 

For  1998,  spending 
may  be  lifted  by  tax- 
law  changes.  In  order 
to  boost  revenues,  the 
government  has  pro- 
posed raising  tax 
rates  on  some  investments.  For 
instance,  the  rate  on  life-insm'ance 
contracts,  a  popular  form  of  sav- 
ings, would  spike  up  to  17.5%, 
from  3.9%.  Consequently,  the  per- 
centage of  consumers  intending  to 


save  more  fell  sharply  in  Octobe 
to  30%.,  from  48%'  in  September 
even  as  households  expected  th 
incomes  to  rise. 

France  needs  solid  growth  if  i 
budget  deficit  is  to  fall  to  3%  of 
GDP  next  year,  one  condition  for 
entry  into  the  fii'st  round  of  the 
European  Monetary  Union.  In  a 
dition,  France  vrill  have  to  raise 
interest  rates  by  May  in  order  t 
align  its  borrowing  costs  with  ot 
er  potential  emu  members.  Al 
ready,  the  Bank  of  France  fol- 
lowed Germany's  Bundesbank  in 
lifting  rates  on  Oct.  9.  But  rising 
rates  are  likely  to  strengthen  th 
franc  at  the  same  time  that  Asie 
will  be  cutting  its  purchases  of 
French  goods.  That  means  that 
export  growth  will  slow  next  ye 
leaving  French  consumers  as  th( 
main  engine  to  propel  the  recov 
ery  fomard  in  1998. 
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EXTREME  POWER. 

Introducing  ThinkPad  770.  I'lic  only  family  of  notebooks"  in  the  world  with  a  huge  f4.1"  screen,  a  233 
MHz  Pentium  processor  with  MMX  technology,  DVD,'  Dolby  digital  audio  and  enough  support  for  up  to 
10.2GB'  storage  capacity.  Not  only  is  it  the  height  of  power,  its  also  PC  Magazines  1997  Editors  Choice. 
Call  1  800  426-7255,  ext.  4954,  or  visit  our  Web  site  at  www.us.pc.ibm.com/thinlipad.  A  better  place  to  think. 
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•Model  1AU  only  Olher  770  models/fealures  will  vary '  MHz  lelerslo  internal  clock  speed  ot  Ihf  micropiocessor  only  Othei  laciois  may  also  aflecl  applicalion  perloimance  'Oplional  drive  'Opiional  DVD  drive  required  'GB  =1 
billion  byles  when  referring  lo  hard  drive  capacily,  accessible capacily  may  be  less  "M  -f,  8  am  -  8  pm  EST, excluding  holidays  We  direct  you  lo  an  aulhorrad  IBM  Business  Partner  IBM, ThinkPad  and  Solutions  lor  a  small 
planet  are  registered  trademarks  or  trademarks  ot  International  Business  Machines  Corporation  Dolby  is  a  registered  trademark  ol  Dolby  Laboratones.The  Wei  Inside  logo  and  Pentium  are  retiistered  trademarks  and  MMX  is 
a  trademark  ot  Intel  Corporation  Other  companies,  products  and  service  names  may  be  trademarks  or  service  marks  ot  otheis  PCs  retecenced  in  this  ad  ship  with  an  operating  system.  ©  1997  IBM  Corp  All  tights  reserved 
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RESTRUCTURINGS 


JACK  CRACKS  TH 


He  wants  a  leaner 
global  tiger  before 
he  retires.  But  at 
what  price? 

In  early  November, 
General  Electric  Co. 
Chairman  and  Chief 
Executive  John  F. 
(Jack)  Welch  an- 
nounced a  $1.4  billion 
gain  from  the  sale  of 
ge's  Lockheed  Martin  Corp.  preferred 
stock.  The  news  lifted  ge  shares  by  4%, 
to  67 — and  sent  a  shiver  thi'ough  6,500 
blue-collar  workers  at  ge's  Appliance 
Park  in  Louisville,  Ky. 

Why?  The  money,  Welch  announced, 
would  help  pay  for  a  new  round  of  re- 
stiTicturing  aimed  at  putting  ge's  indus- 
trial businesses  in  better  shape  to  with- 
stand global  competition  after  the 
chairanan  retii'es  in  2000.  With  operating 
margins  of  12%,  vs.  20%  in  other  top- 
performing  divisions,  the  appliance  unit 
is  a  juicy  target.  Unless  significant  cost 
savings  can  be  uncovered,  as  many  as 
2,600  jobs  could  be  eliminated  from  the 
Louisville  site. 

Appliances  is  only  the  beginning  of  a 
broadscale  restinctm-ing.  The  final  plans 
are  still  being  worked  out,  but  all  of 
ge's  manufacturing  units  are  under  re- 
view, say  GE  insiders  and  analysts. 
These  businesses,  which  make  every- 
thing from  motors  to  power  systems 
and  locomotives,  could  face  thousands 
of  layoffs.  Plants  and  product  lines  may 
be  closed  or  sold,  wages  cut,  and  work 
transferred  to  nonunion  plants  and  sub- 
contractors both  here  and  abroad.  A  ge 
spokesman  downplays  the  overhaul. 
"When  the  dtcision  about  the  invest- 
ment of  these  resti-ucturing  funds  has 
been  made,  you'll  see  a  General  Electric 
that  looks  very  much  like  ge  today," 
the  spokesman  says.  "But  it  will  be  bet- 
ter positioned  to  compete  in  markets." 
Analysts,  however,  claim  ge  is  up  to 


something  big.  "Resti-ucturing  is  likely 
to  involve  all  ge  operations" — except 
GE  Capital  Services,  says  Pmdential  Se- 
curities analyst  Nicholas  P.  Heymann. 

The  goal:  to  continue  and  perhaps 
even  improve  upon  (JE's  stellai'  25%-plus 
annual  return  on  equity.  With  price 
hikes  all  but  impossible  in  most  ge  busi- 
nesses, that  means  intense  cost-cutting — 
and  maybe  even  a  rethinking  of  some 
businesses.  Says  Heymann:  "This  is  an 
attempt  to  enhance  ge's  cost  competi- 
tiveness in  a  deflationary  envb'onment." 

So,  Welch  and  his  execs  are  looking 
hard  at  units  where  profits,  while  good 
by  conventional  standards,  don't  match 
top  GE  perfomiers.  Most  vulnerable  are 
industrial  businesses  such  as  motors, 
ti'ansfonnere,  and  locomotives,  as  well  as 
power  generation  equipment,  which  is  in 
an  industry  that  faces  worldwide  ex- 
cess capacity  (table). 

Welch's  moves  ai'e  likely  to  reverberate 
throughout  Coiporate  America.  For  more 
than  a  decade,  he  has  racked  up  one  of 
the  best  profit  records  in  business — op- 
erating margins  hit  a  record  14.5%  in 
the  third  quarter,  the  17th  consecutive 
quarterly  rise,  "[ge]  is  taking  action  not 
because  it's  facing  losses  but  to  enhance 
profitability,"  says  Salomon  Brothers  an- 
alyst RusseU  L.  Leavitt.  That  puts  pres- 
sure on  other  companies  to  keep  up. 

Restructuring  is  nothing  new  for 
Welch.  He  was  dubbed  Neutron  Jack 
in  the  early  1980s  when  he  set  the  pace 
for  corporate  cost-cutting.  As  he  kept 
downsizing  to  become  more  competi- 
tive, he  often  was  asked:  "How  much 


To  Retain 
His  Stellar 
Returns... 


more  can  be  squeezed  from  the  lemc?' 
His  standard  reply  was  that  therij 
"unlimited  juice"  to  be  had  by  gaiiif 
gi'eater  operating  efficiencies. 

Workers  at  AppUance  Park  are  b  i 
ing  for  the  biggest  squeeze.  Giant 
tailers  such  as  Sears,  Roebuck  & 
have  so  much  market  clout  they 
dictate  prices  for  washers,  diyers,  . 
refrigerators.  The  kind  of  fridge  ;: 
sold  for  $509  in  1953  fetches  just  : 
today — after  adjusting  for  inflation. 
JOB  CHOP.  The  major  appliance  ma 
have  responded  by  slashing  jobs 
shifting  production  to  cheaper  loc; 
Stockholm-based  Electrolux  rece  ^ 
took  a  $320  million  write-off  to  s; 
12,000  workers  and  close  25  plant;-;!: 
September,  Wliii-lpool  Cori).  announc?  i 
$361  million  charge  to  pay  for  a  1« 
cutback  in  the  company's  worldwid 
workforce  of  46,000. 

GE  has  also  done  its  share  of 
chopping  jobs  and  shifting  work 
outside  the  U.  S.  It  makes  all  its 
gas  ranges  at  a  joint  venture 
in  San  Luis  Potosi,  Mexico, 
with  Mabe,  a  Mexican  com-  // 
pany.  Overall,  ge  employs 
24,000  people  in  Mexico 
making  appliances  and 
other  products.  But  ge 
has  also  kept  ahead 
in     its  domestic 
plants  by  constantly 
trimming  costs  and 
lifting  productivity- 
through  teams  and 
other  improvements. 


«ATA;  GE  ANNUAL  REPORT, 
'9ANALYST  ESTIMATE. 
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IP  AGAIN 


But  competition  is  intensifying.  Last 
year  Whirlpool  opened  a  $100  million 
range  factory  in  Tulsa,  Okla.  The 
nonunion  plant  pays  about  $9  an 
hour,  vs.  the  $16  that  International 
Union  of  Electronic  Workers  mem- 
bers average  in  Appliance  Park, 
says  Charles  Smith,  president  of 
lUE  Local  761  in  Louisville.  Indeed, 
most  of  ge's  appliance  profits  come 
from  parts  and  services.  Its  most 
profitable  hne  is  extra-large  refi'ig- 
erators  made  in  Bloomington,  Ind.  ge 
actually  loses  money  in  Appliance  Park, 
home  to  47%  of  its  19,000  U.  S.  ap- 
pliance workers. 


ANNUAL  OPERATING  MARGIKS 


1996 

1997E 

1998E 

INFORMATION  SERVICES 

23% 

23% 

23%, 

MATERIALS 

23 

23 

23 

G.E.  CAPITAL 

20 

20 

20 

AIRCRAFT  ENGINES 

19 

18 

17 

BROADCASTING 

18 

21 

22 

MEDICAL  SYSTEMS 

17 

18 

18 

INDUSTRIAL 

16 

16 

17 

POWER  GENERATION 

15 

16 

26 

APPLIANCES 

12 

12 

12 

Even  before  the  November  an- 
nouncement, folks  in  Louisville  knew 
cuts  were  possible.  In  September,  ap- 
pliance e.xecs  told  Smith  of  plans  to  cut 
up  to  2,600  employees.  On  Sept.  10,  he 
and  ii'E  President  Edward  L.  Fire  met 
with  William  J.  Conaty,  ge's  human  re- 
sources chief,  and  several  aides  at  a 
Washington  restaurant.  Conaty  agreed 
to  give  the  lUE  a  chance  to  meet  ge's 
cost-saving  goals  another  way,  a  condi- 
tion of  the  labor  pact  signed  last  June. 
UNION  PLAN.  The  lUE  has  come  back 
with  an  unusual  offer  It  wants  ge  to  of- 
fer older  Appliance  Park  workers  early 
retirement  and  then  replace  them  with 
new  ones  earning  a  maximum  of  $12  an 
hour,  instead  of  $16.  And  because  the 
new  workers  would  tend  to  be  younger, 
they  also  would  have  lower  costs  for 
health  care  and  be  entitled  to  less  va- 
cation. The  two  sides  hope  to  agree  on  a 
plan  by  late  December,  says  the  iue's 
Smith,  which  the  appliance  unit  would 
present  to  Welch  for  approval. 

The  restructuring  of  other  ge  units 
should  be  less  painful.  Welch  already 
has  been  trying  to  shift  ge's  focus  to 
higher-margin  products  and  services  in 
businesses  such  as  medical  systems, 
aircraft  engines,  and  power  genera- 
tion equipment.  He's  likely  to  de- 
mand even  greater  moves  in  this 
direction  at  cje's  annual  managers' 
meeting  in  Boca  Raton,  Fla.,  in 
early  January. 

The  divisions  that  make  com- 
modity products  are  jjossible  can- 
didates for  plant  closings  and  sales 
of  product  lines.  For  years,  (JE  has 
been  cutting  costs  in  these  units, 
which  include  electric  motors,  trans- 
foiTners,  and  lighting.  Now  the  company 
will  step  up  those  efforts. 

The  whirlwind  Welch  is  about  to  stir 
up  is  sm-e  to  set  off  clashes  with  ge's  14 
unions.  And  it  may  inspire  a  new  bout 
of  corporate  downsizings.  But  with  the 
move,  Welch  will  ensure  that  ge  re- 
mains a  powerhouse  performer  well  af- 
ter his  retirement. 

By  Aaron  Bernstein  in  Washington, 
with  Susan  Jackson  in  New  Haven,  and 
John  Byrne  in  New  York 
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THE  ECONOMY 


ROUGH  WATERS 
FOR  EXPORTERS 

The  strong  dollar  is  threatening  profits 


It's  the  little  engine  that  keeps  chug- 
ging along.  Jeep  Wranglers  ply  the 
streets  of  Bangkok,  Ameiican  pork 
chops  sizzle  on  Tokyo  grills,  and 
Boeing  jets  criss-cross  the  planet. 
In  the  past  six  years,  U.  S.  ex 
polls  have  surged  46%,  to 
$915  billion  annually.  These 
gains  have  proved  the  com- 
petitiveness of  U.  S.  indus- 
try,   pushed  corporate 
profits  to  30-year  highs, 
and  helped  drive  unem- 
ployment to  a  24-yeai- 
low.  Growing  demand 
for    U.  S.    goods  has 
helped  keep  the  econom- 
ic expansion  going  for  a 
stunning  6/{-year  run. 

Now,   the   engine  is 
downshifting.    For  the 
past  six  months,  exports 
in  nominal  dollar  terms 
have  been  flat.  On  Dec.  8, 
the  Federal  Reserve  said 
tuiTnoil  in  Asia  has  "adverse- 
ly affected"  demand  for  ex 
ports.  And  the  strong  dollar 
makes  some  U.  S.  goods  too  ex 
pensive  to  sell — or  forces  Ameri- 
can manufacturers  to  swallow  big 
price  cuts.  On  Dec.  1,  the  dollar  hit  a 
51/-year  high  against  the  yen. 

Will  this  be  enough  to  halt  the  ad- 
vance of  corporate  earnings  and  per- 
haps derail  the  economy  in  1998?  Most 
economists  think  not.  Based  on  predic- 
tions that  exjioils  will  gTow  at  half  the 
12%  rate  of  1997,  economists  are  shav- 
ing just  half  a  point  off  1998  gross  do- 
mestic product  projections.  At  around 
2..'?%.,  growth  already  was  expected  to 


of 


ducing  wage  demands  and  keeping 
flation — and  potential  interest-r; 
hikes  by  the  Federal  Reserve  Boan 
in  check. 

BITTER  PILL.  But  what's  good  medic 
for  the  economy  is  a  bitter  pill  for  cj 
porate  profits.  Exports  of  everyth 
from  forest  products  to  telecommu 
cations  gear  have  trailed  off  in 

cent  months.  On  Dec.  2,  3C  ..port; 
Corp.  said  slowing  Asfjisa 
sales  would  contribute  LS.ji 
a  disappointing  quarl  jdcy! 
Nordson    Corp.    c  ;t 
Edward  R  Campl 
says  earnings  at 
Westlake  (01: 
machinery  mal 
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drop  by  a  third  from  this  year's  rate. 

The  macroeconomic  effect,  in  fact, 
may  be  desirable.  "We've  been  gi'owing 
faster  than  has  been  thought  desir- 
able," says  Robert  G.  Dederick,  eco- 
nomic consultant  at  Northern  Ti-ust 
Corp.  Slower  export  growth,  then,  may 
take  pressure  off  labor  markets,  re- 
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will  take  a 
hit  in  annual 
suits  because 
the  dolla 
climb.  "It 
the  most  sig 
leant  effect 
over  10  yeai 
he  says.  Acr 
the  economj 
new  Salon 
Brothers  Inc 
port  predic 
growth  in  cor 
rate  profits  will  s 
to  only  2%  by  t 
time  next  year,  do 
from  the  double-di 
gains  achieved  since  199i 
Still,  U.  S.  companies  are 
ready  to  pull  back  from  the  glc 
market.  They're  laying  plans  to  k 
up  overseas  growth — no  matter  I 
high  the  dollar  goes.  "Anyone  who  t 
pers  with  their  strategy  for  econo 
cycles  or  momentary  blips  doesn't 
long  in  that  environment  anyway," 
Jeffrey  T.  Grade,  CEO  of  Harnischfe 
Industries  Inc.,  a  Milwaukee-based 
chinery  exporter.  For  example,  Inj 
soil-Rand  Co.,  another  industrial-eqi 
ment  supplier,  is  having  trou 
matching  the  prices  of  Japanese  ri^ 
in  Asia  now.  So  it's  considering 
porting  to  Asian  customers  fi'om  a  ( 
nese  plant  to  get  around  the  do 
hurdle. 

The  rising  dollar — and  falling 
rencies  in  export-driven  Ai 
economies — pose  problems  for  L 
companies  at  home,  too.  Already 
year,  U.  S.  auto  makers  have  b 
forced  to  resort  to  rebates  and  ot 
sales  incentives.  And  apparel  con 
nies  have  shut  U.  S.  production  line 
the  face  of  competition  from  lower- 
rivals.  Fruit  of  the  Loom's  Nov.  11 
nouncement  that  it  would  fire  2 
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»loyees  to  lower  costs  was  pre- 
similar  moves  at  Levi  Strauss 

;  more  of  the  same  in  1998  if 
trade  deficit  hits  a  projected 
Dn.  As  a  result,  "you  will  have 
eople  feeling  they've  lost  theii' 
mports,"  says  Massachusetts 
of  Technology  economist 
hurow.  "The  biggest  impacts 
)  be  political.  The  public's  will- 
0  put  up  with  a  big  surge  of 
ports  will  be  limited."  Indeed, 
i'ks  ab'eady  are  bemoaning  the 
.  S.  jobs  to  low-wage  areas. 

EYE.  Can  the  economic  ex- 
?ontinue  if  the  export  surge 
ports  traditionally  play  a  cru- 
ate  in  an  expansion,  says  Gor- 
lichards,  an  economist  at  the 
Association  of  Manufacturers, 
fisumers  get  tapped  out, 
^arry  on  the  expansion 
ir  or  more.  "If  exports 
neans  domestic  demand 
try  the  burden,"  he  sa\> 
las  economists  casting  a 
;ye  at  consumers.  While 
ving  weekend  shoppers 
:  in  droves,  confidence 
severely  tested  in  the 
head.  The  reason  is  that 
lows  how  the  stock  mai"- 
•espond  to  a  likely  slow- 
■nings  gi'owth  next  year, 
■m,  there  is  likely  to  be  a 
ippointment,"  says  Chase 
3  Inc.  Senior  Economist 
Glassman.  "My  guess  is 
declines  [in  profits]  in 
lalf  of  the  year,"  he  says, 
ight  and  profits  decline 
f  slowing,  the  inevitable 
n  in  U.  S.  stocks  could 
mper  on  the  second  half 
ear. 

ler   the  petrochemical 
Exports  began  a  slide 
this   year,   says  Gary 
^resident  of  consultants 
Market  Associates  Inc.  While 
demand  propped  up  the  in- 
dams  doesn't  expect  that  trend 
ue  in  1998.  "The  U.  S.  is  the 
he  major  regions  to  fall  into 
iside  of  the  commodity  cycle," 
He  expects  petrochemical  in- 
•ofits,  strong  since  1994,  to  fall 
;  year  even  as  lower  crude  oil 
duce  costs. 

3  little  export  engine  must 
mountain  of  high  dollars  and 
■  competition,  and  it  must  trav- 
precipitous  swings  in  market 
Is  this  still  the  little  engine 
d? 

iry  McWilliams  in  Houston, 
■r  Galuszka  in  Cleveland,  Rick 
')i  Chicago,  and  bureau  reports 


COMMENTARY 


By  John  Rossant 


TO  HURT  THE  MULLAHS.  END  SANCTIONS 


The  U.  S.  has  used  the  blunt 
instrument  of  unilateral  sanc- 
tions to  deal  with  Iran — assum- 
ing that  by  depriving  the  nation  of 
U.  S.  technology  and  capital  and  by 
sanctioning  foreign  companies  who 
deal  with  Tehran,  Uncle  Sam  can 
make  the  regime's  hotheads  think 
twice,  say,  about  buying  long-range 
missiles  from  North  Korea. 

But  there's  a  better  way  to  under- 
cut Ii'an's  tired  revolutionaries.  In- 
stead of  tightening  sanctions,  Wash- 
ington should  consider  removing 


I  I  I 


TEHRAN:  Anti-American  slogans  persist 


them.  That  would  damage  the  reli- 
gious conservatives  who  hold  most  of 
the  power,  while  aiding  Iranians  who 
want  closer  ties  to  the  West.  Ayatol- 
lah  Ali  Khamenei  and  other  leaders 
use  America-bashing  "to  hide  their 
incompetence,"  says  one  Iranian  busi- 
nessman. "Take  it  away,  and  they 
have  nothing." 

Ibrahim  Yazdi,  a  former  foreign 
minister  who  heads  the  opposition 
Freedom  Movement  of  Iran,  says 
U.  S.  policy  won't  topple  the  regime 
or  persuade  it  to  ease  up.  Proposals 
such  as  that  of  House  Speaker  Newt 
Gingi'ich  (R-Ga.)  to  authorize  $20 
million  to  destabilize  Iran  mainly  un- 
dercut moderates,  says  Yazdi. 


Anti- American  slogans  still  bedeck 
Tehran,  but  the  days  when  Iran  was 
trying  to  export  its  revolution  are 
long  gone.  And  it's  simply  wrong  to 
put  Iran  in  the  same  "rogue  nation" 
class  as  Libya  or  Iraq.  Those  tor- 
tured nations  are  run  by  madmen. 

Instead,  America's  relations  with 
Iran  should  be  modeled  on  its  China 
policy.  Ti'ade  should  be  allowed  in 
the  interest  of  promoting  economic 
and  political  hberalization. 

U.  S.  sanctions  are  also  bad  for 
U.  S.  business  now  and  for  the  long- 
term  American  position  in  this  criti- 
cal region.  As  Conoco  ceo  Archie  W. 
Dunham  recently  told  Energy  Secre- 
tary Federico  F.  Pena,  Iran  is  not 
waiting  until  the  U.  S.  changes  its 
policies  to  make  oil  and  gas  deals. 
After  the  Clinton  Administration 
nixed  Conoco's  $1  bilHon  plan  to  de- 
velop an  offshore  oil  field,  France's 
Total  jumped  in  and  now  pumps 
120,000  barrels  a  day  fi-om  the  fields. 

Building  bridges  between  Iran  and 
the  U.  S.  won't  be  easy.  Ever  since 
students  stonned  the  U.  S.  Embassy 
in  Tehran  in  1979  and  seized  52 
hostages,  Iran  has  held  a  special 
place  in  the  American  psyche.  Simi- 
larly, having  reinstalled  the  Shah  in  a 
1953  CIA-engineered  coup  and  keep- 
ing him  in  power,  Washington  is  seen 
as  a  foe  of  Iranian  independence. 

There  have  been  small  signs  of 
thawing  in  Washington.  Leading- 
members  of  the  U.  S.  foreign  policy 
Establishment  are  now  saying  pub- 
licly that  the  anti-Iran  policy  is  coun- 
terproductive. Following  President 
Mohammed  Khatami's  landslide  victo- 
ry a  month  after  that,  Washington 
sent  quiet  messages  to  him  through 
Saudi  envoys.  And  in  August,  the 
State  Dept.  put  Tehran's  fiercest  op- 
position— the  Mujahedin  Khalq  Orga- 
nization— on  its  teiTorist  watch  list. 

"This  whole  stoiy  between  the 
U.  S.  and  Iran  has  to  end.  The  Amer- 
icans have  to  reahze  that  their  poli- 
cies are  simplistic  and  counterpro- 
ductive," says  a  Western  ambassador 
in  Tehi'an.  "And  the  day  there's  a 
change  in  behavior,  there'll  be  a  Mc- 
Donald's on  every  street  corner  in 
Tehran."  That  probably  won't  happen 
anytime  soon.  But  the  moment  to 
start  changing  old  habits  has  arrived. 

Rossant  covers  the  Middle  East. 


News:  Analysis  &  Commentary 


BOOKSTORES 


BAHLE  OF 

THE  BEST-SELLER  LISTS 

Independent  booksellers  are  revolting  against  the  Times 


The  war  on  the  New  York  Times 
best-seller  list  began  in  mid-sum- 
mer at  tiny  Landon  Books  in  Mill 
Valley,  Calif.  After  years  of  reporting  its 
hottest  sellers  each  week,  adding  high- 
bi'ow  gi-ist  to  the  vaunted  list,  owner 
Hut  Landon  stopped  cold.  Landon,  ex- 
ecutive director  of  the  Northern  Cali- 
fornia Indejsendent  Booksellers  Assn., 
had  just  come  from  New  York,  where 
he  had  tried  to  kill  a  plan  by  the  Times 
to  link  its  online  book  section  with 
Barnes  &  Noble's  cyberstore.  "I  told 
them  if  they  went  ahead  with  it, 
we  would  strongly  encourage  om- 
members  to  stop  reporting 
sales,"  he  says. 

But  the  deal  had  ab'eady  been 
signed.  In  mid-October,  the 
Times  and  Barnes  &  Noble  Inc. 
wired  their  virtual  pei'ches  to- 
gether, letting  Web  surfei's  click 
ft'om  a  Times  best-seller  or  book 
review  to  Barnes  &  Noble  to 
buy  it.  The  backlash  ensued — 

RINGLEADER:  Words ivoiih's 
Kharbanda  started  his  own  list 


with  more  fury  than  even  Lan- 
don had  imagined.  Some  30 
stores  in  his  gi'oup  dropped  out 
of  the  Times  best-seller  universe 
as  did  a  half-dozen  stores  in  Ore- 
gon. The  rebellion  spread 
through  the  Midwest,  into  the 


dents  sold  one  in  four  books;  now  they 
sell  one  in  five.  "They  are  a  beleaguered 
species,"  says  Charles  McGrath,  editor 
of  the  Book  Review.  "It's  understandable 
that  they  reacted  with  extreme  con- 
sternation to  the  marriage  of  the  Book 
Review  and  Banies  &  Noble,  which  they 
see  as  Ai'mageddon." 

McGrath  estimates  that  .50  to  100 
stores  have  stopjjed  rejjorting.  The  Times 
closely  guards  the  mix  and  methodology 
of  its  list,  but,  he  says:  "It  was  short  of  a 
critical  mass,  but  enough  that  we  no- 


A  TALE  OF  TWO  LISTS 


INDEPENDENTS 


NEW  YORK  TIMES 


"They  kicked  dirt  in  our  faces," 
says  Duff  Bruce  of  The  Open 
Book  in  Greenville,  S.  C.  So  he 
and  14  fellow  members  of  the 
Southeastern  Booksellers  Assn. 
kicked  back. 

"ARMAGEDDON."  Never  has  a 
best-seller  list  wrought  such 
wi'ath  by  linking  with  a  retailei'. 
USA  Toddi/a  onhne  list  feeds  into 
Barnes  &  Noble.  There  are  no 
such  links  from  The  Wall  Street 
Journal  or  HusiNESS  week  lists. 
But  when  the  Times  linked  with 
Barnes  &  Noble,  it  brought  to 
the  fore  all  the  frustrations  of 
small  stores  stinggling  to  hang 
onto  then-  sliver  of  the  $26  billion 
book  market.  In  1993,  indepen- 


FICTION 

COLD  MOUNTAIN 

Charles  Frazier 

THE  GHOST 

Danielle  Steel 

THE  GOD  OF  SMALL  THINGS 

Arundhati  Roy 

CAT  AND  MOUSE 

James  Patterson 

A  CERTAIN  JUSTICE 

P.D.  James 

COLD  MOUNTAIN 

Charles  Frazier 

NONFICTION 

MIDNIGHT  IN  THE  GARDEN 
OF  GOOD  AND  EVIL 

John  Berendt 

MIDNIGHT  IN  THE  GARDEN 
OF  GOOD  AND  EVIL 

John  Berendt 

WAIT  UNTIL  NEXT  YEAR 

Doris  Kearns  Goodwin 

THE  DARK  SIDE  OF  CAMELOT 

Seymour  Hersh 

ticed."  What's  more,  some  store 
are  dismantUng  "New  York  Times  1 
Sellers"  sections  and  no  longer  sel 
vance  copies  of  the  Book  Review.  < 

The  secession  of  small  stores  oair 
profoundly  change  the  most  respese 
indicator  of  the  pubhc's  taste  in  ream' 
In  addition  to  pop  favorites,  indeS- 
dents  sell  works  by  serious  authors-^ 
very  books  the  Ti))ies  hkes  to  re 
Together,    the  independents 
Howard  Stern's  Private  Paris  fro 
top  spot  on  the  Times  list  two 
ago  and,  more  recently,  helped 
Cold  Mountain,  a  first  novel  (and  n 
National  Book  Awaixl  winner),  onfc 
Ust.  "Immediately  after  it  showed  i| 
began  to  snowball,"  says  Morgan 
trekin  of  Grove/Atlantic,  which 
lished  Cold.  Mountain 

That's  the  power  of  the  list.  Orj 
title  becomes  a  Times  best-selle 
chains  cut  the  price  by  30%,  spu: 
more  sales.  But  the  indepem 
who  helped  make  the  book 
then  can't  match  the  price  oifc  .faii 
discounters  and  lose  sales. 

Now  some  independent; 
striking  back — with  lists  of  U 
own.  The  American  Bookseff  i 
Assn.  is  negotiating  with  a'.e; 
vice  called  Book  Scan  to  ror 
sales  electronically  at  m 
stores.  The  product  is  mad  i 
Sound  Scan  Inc.,  which  roii 
tionized  the  recording  busiK 
with  the  modem-and-bar 
method  of  tracking  sales, 
won't  associate  ourselves 
list  that's  not  scientifically  . 
ered,"  says  Avin  Mark  DonS: 
executive  director  of  the  Aia 
can  Booksellers  Assn 

Publishers  Weekly,  mean\Bliavi 
is  talking  to  Landon  about  sesper 
ating  an  independent  list  to  itlero 

iiEiiii 
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id 
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the  New  York  Times  plai 
launch  a  small-store  onhne 


the  prototy|)e  closely  reseml 
nascent  list  being  produce 
Sanj  Kharbanda,  general  mi  laAme 
er  of  Wordsworth  in  Ha 
Square,  with  input  fron 
stores.  The  Art  of  Shakespi 
Sojinets    is    currently    J  ipjijit 
"Their  list  makes  you  re 
there's  still  an  intellectual  c 
out  there,"  says  Nora  Ra 


THE  ART  OF  SHAKESPEARE'S 
SONNETS 

Helen  Hennessy  Vendler 


INTO  THIN  AIR 

Jon  Krakauer 


DATA:  WORDSWORTH.  WE  WW  YORK  TIMES 


Weekly.  And  if  there  was 
about  their  collective  p( 
there  isn't  anymore. 

By  I.  Jeanne  BUiii^, 
in  New 


'ft  to 
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COMMENTARY 


By  John  Carey 

REZULIN:  THE  FDA  MADE  THE  RIGHT  GALL 


hen  a  promising  new  diabetes 
drug,  troglitazone,  was  associ- 
ated with  hver  injuries  in  150 
ts  and  four  deaths,  many 
it  the  appropriate  response 
)vious.  Sure  enough,  on  Dec.  1, 
Wellcome,  distributor  of  trogli- 
under  the  name  Romozin 
at  Britain,  decided  to  pull 
ug  after  consultation 
iritish  regulators, 
ly  applaud 

ecision.  "The   PROMISING:  The 

1  authorities    new  drug  may 
lined  that      reduce  the  need 
iks  outweigh  for  insulin 
nefits,"  ex- 

pharmacist  Larry  D.  Sasich  of 
iblic  Citizen  Health  Research 
.  "They  made  the  right  deci- 
London-based  Lehman  Broth- 
ug  analyst  Johanna  Walton 
,.  "If  the  U.  S.  had  known  what 
ivs  now,  it  may  never  have  ap- 
1  the  drug,"  she  says. 

the  Food  &  Drug  Administra- 
\d  a  different  reaction,  and  so 
arner-Lambert,  the  maker  of 
ug,  marketed  as  Rezulin  in  the 
Phat  same  day,  the  fda  reaf- 

Rezulin's  worth,  while  adding 
ifeguards  it  believes  will  pre- 
urther  tragedies. 
3  was  right?  There  won't  be  fi- 
oof  of  that  until  physicians 
whether  the  new  safeguards  do 
ick.  But  an  analysis  of  the  evi- 
to  date  suggests  the  U.  S. 
the  correct  call. 
LLY  ILLOGICAL."  Prominent  dia- 
experts  in  the  U.  S.  side  firmly 
he  FDA.  Gerald  Benistein  of  the 
.  Einstein  College  of  Medicine 
coming  president  of  the  Ameri- 
labetes  Assn.,  for  instance,  calls 
■itish  decision  "totally  illogical," 
the  prevalence  of  the  disease 
le  value  of  the  drag.  Some  15 
I  Americans  have  Type  II  dia- 
in  which  they  slowly  lose  the 

to  make  insuhn,  and  thus  can't 
te  their  levels  of  blood  sugar, 
jsult  may  be  blindness,  kidney 

and  the  loss  of  limbs.  The  to- 
;t  of  Type  II  diabetes  in  the 
done:  $92  billion  per  year, 
nstein  and  others  argue  that 
azone  offers  a  promising  new 
ich  to  controUing  the  disease, 
in  many  cases,  diabetes  can  be 
n  check  by  diet  and  exercise 


and  there  are  also  existing  drags 
that  lower  blood  sugar.  If  those  fail, 
patients  can  inject  insulin.  Troglita- 
zone, however,  offers  a  new  biochem- 
ical mechanism.  That  not  only  means 
freedom  fi'om  the  side  effects  of  the 
existing  drags,  but  also  the  possibili- 
ty of  improving  quality  of  life  for 
many  diabetes  sufferers  by  eliminat- 
ing or  reducing  their  need  for 
insuhn. 


That's  why  the  fda  gave  the  drag 
top  priority  and  approved  it  in  only 
six  months,  compai'ed  with  an  aver- 
age of  14  months.  Even  then,  the 
agency  knew  that  the  drag  caused 
some  worrisome  Uver  changes  in 
about  2%  of  patients  em'olled  in 
Warner-Lambert's  clinical  trials.  So 
the  agency  waraed  doctors  to  look 
out  for  liver  problems.  "The  reality  is 
that  we  don't  know  eveiything  when 
any  drag  is  approved,"  says  Muiray 
Lumpkin,  deputy  drag  chief  at  the 
FDA.  "That's  why  we  have  a  system  of 
post-marketing  surveillance." 

In  retrospect,  the  agency  should 
have  given  doctors  more  specific  or- 
ders on  how  to  monitor  patients. 
"Their  mistake  is  that  they  left  it  up 
to  us  to  determine  what  to  do,"  says 
one  physician.  In  fact,  the  data  sug- 
gest that  in  cases  of  serious  liver  in- 
jury or  death,  regular  liver  monitor- 
ing likely  would  have  revealed  signs 
of  stress  before  extensive  damage 
occurred. 


The  new  FDA-mandated  label  on 
Rezuhn  leaves  less  room  for  eiTor.  It 
requires  doctors  to  measure  liver  en- 
zyme levels — a  key  sign  of  stress — 
every  month.  Both  U.  S.  and  British 
authorities  "agree  there  is  a  very 
troublesome  liver  toxicity,"  explains 
FDA's  Lumpkin.  "But  we  believe 
there  is  a  way  to  manage  the  risks 
by  informing  people  and  doing  very 
comprehensive  monitoring." 


THE  TOLL 
OF  TYPE  II  DIABETES 

AFFECTS  15  million 
Americans  and  more  than 
16  million  Europeans. 
Experts  estimate  only 
half  of  all  cases  have 
actually  been  diagnosed. 

COSTS  to  the  U.S.  econ- 
omy total  $92  billion. 

DAMAGES  kidneys,  legs, 
feet,  eyes,  heart,  blood, 
nerves,  and  blood  flow. 

CAN  CAUSE  kidney  fail- 
ure, gangrene  and  ampu- 
tation, blindness,  or 
stroke. 

DATA;  AMERICAN  DIABETES  ASSN  .LEHMAN  BROS, 


The  British  fret  that  the  risks 
may  be  greater  than  the  fda  and 
Wamer-Lambert  realize.  What's 
more,  some  critics  question  whether 
the  benefits  offered  by  troglitazone 
are  as  great  as  Warner-Lambert 
claims.  Given  the  existence  of  alter- 
native proven  treatments,  there  may 
be  httle  point  in  adding  a  potentially 
dangerous  new  drag,  they  say.  "That 
argument  has  some  merit,  especially 
in  a  pubUc  health  system  with  con- 
trolled expenditures,"  says  Mayer  B. 
Davidson,  cun-ent  president  of  the 
American  Diabetes  Assn. 

But  the  Americans  have  the 
stronger  argument.  The  reality  is 
that  all  drags  come  with  risks.  It's  a 
testament  to  our  medical  system  that 
we  usually  manage  to  discover  and 
minimize  these  risks  so  patients 
can  realize  the  benefits  many 
drags  offer. 

Correspondent  Carey  covers  medi- 
cine in  Washington. 


News:  Analysis  &  Commentary 


J 


EXECUTIVE  SUITE 

HONEYMOON 
IN  JERSI 


So  far,  AT&T's  Ai-mstrong  and 
No.  2  Zeglis  are  a  dream  team 

At  the  Oct.  20  press  conference  an- 
nouncing his  appointment  as  at&t's 
chaiiTnan  and  ceo,  C.  Michael  Ann- 
strong  downplayed  any  possible  lift  with 
longtime  general  counsel  John  D.  Zeglis, 
who  had  pushed  hard  to  succeed  outgo- 
ing CEO  Robert  E.  Allen.  Annstrong  said 
he  had  nominated  Zeglis  to  be  president 
and  stressed  that  the  two  planned  "to 
operate  as  a  team."  Still,  many  observers 
bet  Zeglis  would  walk.  "None  of  these 
people  got  to  where  they  are  by  wanting 
to  be  No.  2,"  says  David  Otto,  an  analyst 
at  Edwarxl  Jones. 

So  far,  AT&T's  No.  1  and  No.  2  are 
defying  the  skeptics.  One  sign  of 
their  close  cooperation:  Annstrong  is 
rearranging  the  executive  suite  at 
AT&T's  operational  headquarters  in 
Basking  Ridge,  N.J.,  so  he  and  Zeghs 
will  work  side  by  side.  Armstrong  is 
moving  into  Allen's  old  office  on  the 


Senator  John  McCain  (R-Ariz.)  and  new 
Federal  Communications  Commission 
chief  William  E.  Kennard,  according  to 
AT&T  insiders.  Zeglis  and  Armstrong 
have  also  worked  closely  together  on 
several  major  decisions,  such  as  putting 
AT&T's  paging  unit  on  the  market,  those 
sources  say.  And  they've  talked  about 
how  to  achieve  Ai-mstrong's  $5  billion 
cost-cutting  goal  as  well  as  rating  po- 
tential acquisition  tai'gets,  including  cte, 
SBC  Communications,  and  Telepoit  Com- 
munications Group,  says  one  outsider. 
TEST  TIME.  One  factor  in  the  bonding  of 
Armstrong  and  Zeglis  is  Allen's  depar- 
ture from  Basking  Ridge.  He  remains 
chairman  of  the  board's  executive  com- 
mittee but  now  works  in  Berkeley 
Heights,  N.J.,  13  miles  away.  That 
makes  it  easier  for  Zeglis  to  critique 
the  ancien  regime  and  lay  new  plans 
with  Armstrong,  insiders  say.  Arm- 
strong and  Zeglis  declined  to  comment. 

Will  the  honeymoon  last?  For  one 
thing,  as  Annstrong  learns  more  about 
AT&T,  he  won't  need  Zeghs'  institutional 
knowledge  as  much.  Also,  Zeglis  is  pres- 
ident, not  chief  operating  officer — a  po- 
sition that,  some  observers  speculate,  is 
being  left  open  in  case  Armstrong 
needs  to  accommodate  another  top  exec 
in  a  merger.  But  the  real  test  may 
come  in  Januaiy,  when  Armstrong  gets 
specific    about  his 
plans.  He'll  detail  his 
strategy  and  how  he 
hopes  to  slash  over- 
head  from   29%  of 
sales  in  1996  to  23% 


fourth  floor,  and  Zeglis  will  move  into 
what  used  to  be  Allen's  conference 
room,  next  door.  "There's  a  lot  of  mutu- 
al respect,"  says  Richard  Miller,  at&t's 
former  chief  financial  officer 

There's  more  than  symbolism  at  work. 
When  AiTOstrong  made  the  rounds  on 
Capitol  Hill  in  November,  Zeghs  went 
with  him  and  suggested  meetings  with 
key  legislators  and  regulators,  including 


NEW  LINEUP 

With  Allen  (right)  out 
of  the  picture,  Zeglis 
(left)  and  Ai'mstrong 
work  together  closely 


or  less.  "They  have  significant  changes 
to  make  in  their  business — that's  when 
the  relationships  between  senior  execu- 
tives get  tested,"  says  Joseph  Nacchio,  a 
former  top  at&t  executive  who  is  now 
CEO  of  Qwest  Communications  Corp.  If 
Annstrong  and  Zeghs  do  have  conflicts, 
at  least  they  won't  have  to  walk  far  to 
discuss  them. 

By  Peter  Elstrom  in  New  York 


EXECUTIVE  SUITE 

TOM  IS  MY 
GO-PILOT 

Can  Stallkamp  help 

Bob  Eaton  steady  Chrysler' 


For  the  past  five  years,  Chry 
Corp.  has  been  the  "Bob  &  I 
show,  with  Chairman  Rober 
Eaton  and  Vice-Chairman  Rober 
Lutz  sharing  responsibility  for 
viving  the  fortunes  of  the  J 
U.  S.  auto  maker.  But  with  L 
career  winding  down,  it  appears 
Eaton  is  soon  to  get  a  new  nin 
mate:  Thomas  T.  Stallkamp. 
Sources  close  to  Chrysler  saj 
board  has  chosen  Stallkamp,  a  51-j 
old  executive  vice-president,  to  sue 
Lutz  as  president.  Eaton,  57,  has 
that  position — in  addition  to  semn 
chairman  and  ceo — since  Lutz  ga' 
up  in  Januaiy.  Chiysler's  board  was 
pected  to  promote  Stallkamp  to  th( 
at  its  Dec.  4  meeting. 
MOTOWN  RARITY.  The  move  is  a  sij 
cant  one  for  Chrysler.  First,  it  pui 
rest  the  internal  competition  among 
eral  contenders  for  the  presidt 
Sources  say  that  one  of  those  ex 
tives,  product  chief  Tliomas  C.  Gale 
be  given  considerable  control  over  : 
vehicle  development  and  possibly  a 
title.  It  also  establishes  Stallkam 
Eaton's  hkely  successor  as  ceo.  Foi 
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We've  spent  over  50  years 
revolutionizing  the  mutual  fund  industry 

Is  it  any  surprise  that  we're 
innovating  the  brokerage  business? 


i 

INDEPENDENT  RESEARCH, 
PLANNING  TOOLS  AND 
ONLINE  STOCK  TRADES  FROM 

$^495 

FOR  ACTIVE  TRADERS 

1^  f  f  I.. 


.^^s  a  pioneer  m  mutual  funds,  Fidelity  changed 
the  way  America  invests.  Now  we're  redefining  the 
brokerage  industry.  With  Fidelity  Brokerage,"  you  get: 

■  Access  to  initial  public  offerings 

■  Independent  research  from  Salomon 
Brothers  and  others 

■  Online  analysis  tools  hke  Stock  Evaluator''" 
and  Fund  Evaluator"" 

■  Online  real-time  stock  quotes 


FideHty 


Plus,  online  stock  trading  from  $14.95  per  trade  for 
active  traders,  and  $19.95  for  less  active  accounts.' 
So  for  brokerage  services  at  an  excellent  value, 
work  with  Fidelity  Brokerage-visit  our  Web  site, 
call,  or  stop  by  an  Investor  Center  today  After 
all,  revolutionary 
ideas  are  why 

we're  in  business.  1-800-544-2898 


www.fideiity.com 


Investments 


WHERE  12  MILLION  INVESTORS  PUT  THEIR  TRUST.  " 

ervice:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

ck  trades  placed  onhne  via  the  Web  or  Fidelity  On-line  Xpress+"'  in  quahfying  actounts  of  active  traders,  the  base  rate  is  $14.95.  The  base  rate  for  stock  trades  placed 
or  other  retail  customers  is  $19.95.  For  equity  trades  up  to  1,000  shares,  pay  the  base  rate  For  trades  between  1,001  and  4,999,  pay  the  base  rate  plus  $.03  for  each 
/er  1,000.  For  trades  of  5,000  shares  or  more,  pay  the  base  rate  plus  $  02  for  each  share  over  1,000  For  shares  priced  under  $1,  pay  the  lesser  of  the  rate  as  calculated 
ir  3%  of  principal,  subject  to  a  minimum  commission  equal  to  the  base  rate  There  is  a  $3  premium  per  trade  for  limit  and  stop  orders.  The  premium  is  waived  until 
for  Spartan  Active  Traders  and  does  not  apply  to  Spartan  Gold  Circle  customers.  Active  traders  refer  to  those  customers  whose  accounts  qualify  tor  Spartan  Active  Trader 
or  Spartan  Gold  Circle  pricing.  To  quahfy  customers  must  make  at  least  36  or  72  stock,  bond  or  option  trades  per  year  respectively  and  maintain  a  minimum  account 


News:  Analysis  &  Gommentary 


past  year,  Eaton  has  wrestled  with  the 
issue  of  how  to  stnacture  his  manage- 
ment team  for  the  future.  "We've  got 
to  continue  to  give  our  people  more  and 
broader  expenences  and  responsibility," 
Eaton  said  in  an  inte)-view  in  August. 

As  president,  Stallkamp  will  take 
over  day-to-day  operations.  A  17-yeai' 
Chrysler  veteran  with  asn  mba  from 
Miami  (Ohio)  University,  Stallkamp  is  a 
savvy  manager  credited  with  cutting 
biUions  in  costs  as  head  of  procurement 
and  supply  since  1990.  "Chi-ysler's  chal- 
lenge is  to  improve  the  efficiency  and 
quality  of  its  operations,  and  he  has 
great  skills  in  those  areas,"  says  John 
Casesa,  auto  analyst  at  Schroder 
Weitheim  &  Co.  Unlike  Lutz,  Stallkamp 
isn't  a  whiz  at  product  creation,  but  he 
has  overseen  both  minivan  and  large- 
car  teams. 

Stallkamp  is  a  rarity  in  Motown:  a 
procm-ement  exec  suppliers  actually  en- 
joy doing  business  with.  Instead  of  forc- 
ing cost  cuts  on  them,  he  challenges 
them  to  come  up  with  ideas  for  volun- 
tary savings.  They  come  in  at  a  rate  of 
100  a  week.  But  he's  no  soft  touch.  "If 
they  don't  come  up  with  ideas,  they'll 
eventually  lose  our  business,"  he  says. 
IDEAL  REPLACEMENT?  The  changes"  on 
mahogany  row  cap  a  rocky  year  for 
Chrysler.  A  monthlong  strike  at  a  key 
engine  plant  last  spring  and  a  lack  of 
new  products  for  much  of  the  year 
shaved  Chrysler's  U.  S.  market  share 
ft'om  16%  to  15%.  Its  November  sales, 
however,  were  surprisingly  strong  and 
could  indicate  a  rebound.  Sales  rose  4%, 
primarily  because  of  the  launch  of  the 
new  Dodge  Durango  sport-utility  vehi- 
cle and  generous  rebates  on  its  passen- 
ger cars.  Chrysler  hopes  to  build  on 
that  momentum  with  the  introduction  of 
its  new  Dodge  Intrepid  and  Chrysler 
Concorde  sedans.  Those  models  experi- 
enced some  early  production  delays  be- 
cause of  a  shortage  of  engine  blocks 
from  a  supplier. 

With  the  possible  early  departure  of 
Lutz,  who  had  been  slated  to  stay  on  as 
vice-chauTnan  for  another  year,  Chrysler 
will  lose  a  dynamic  leader.  A  cigar- 
chomping  ex-Marine  who  flies  his  own 
Czech-made  jet  fighter  for  fun,  Lutz 
gave  Chrysler  personality  and  helped 
shape  its  recent  image  as  Detroit's  bold- 
est auto  mdker  But  with  Eaton  pushing 
hard  to  boost  profits  in  the  face  of  a 
sluggish  cai  market,  Stallkamp  looks 
like  the  ideal  replacement.  If  he  can 
fine-tune  Chrysler's  opei-ations  and  ele- 
vate its  quality,  Stallkamp  will  be  in 
good  position  to  take  the  wheel  fi-om 
Eaton  someday. 

By  Bill  Vlasic  in  Detroit 


MOGULS 


AGOLDBUG  BITES 
INTO  REAL  ESTATE 

Peter  Munk  is  getting  rich 
as  office  space  gets  tight 

As  recently  as  last  year,  few  in- 
vestors took  Peter  Munk's  plays  in 
real  estate  seriously.  The  Canadi- 
an mogul  had  made  a  fortune  building 
North  America's  most  profitable  gold 
mining  company,  Barrick  Gold  Corp. 
But  his  grand  visions  for  Ti'izecHahn 
Corp.,  the  real  estate  company  he  sal- 
vaged from  bank- 
ruptcy, seemed 
just  another  de- 
veloper's pipe 
dream.  Trizec- 
Hahn's  stock  lan- 
guished around 
$13  a  share.  "We 
were  considered 
to  be  totally 
crazy,"  he  says. 

Now,  however, 
Munk  has  inked  an 
$844  million  deal  to 
buy  the  Sears  Tower 
in  Chicago,  capping  a 
frenetic  year  in  which 
he  snapped  up  more 
than  $1.8  billion  of  real 
estate  across  North 
America  and  Europe. 
And  nobody  is  dis- 
missing this  dapper 
69-year-old  entrepre- 
neur's real  estate  ven- 
tures anymore.  Ti'izec- 
Hahn's  stock  is  nearly 
$25,  and  the  company's 
capitalization,  including 
debt,  tops  $7  billion. 
TIME  TO  REAP.  Munk 
is  sitting  pretty  be- 
cause he  got  in  ahead  of  many  real  es- 
tate hotshots  over  the  past  three  years. 
Figuring  that  the  go-go  economy  and 
low  level  of  new  building  meant  an 
eventual  upturn,  he  took  control  of 
Tiizec  and  its  $4  billion  of  office  space 
and  shopping  malls  for  just  $500  mil- 
lion in  1994.  Since  that  time,  he  has  ac- 
quired scads  of  office  space,  including, 
foi-  example,  25%  of  the  best  property  in 
downtown  Houston.  Now,  with  rents 
climbing,  Ti'izecHahn  is  reaping  its  re- 
wards. Houston's  occupancy  rate  in  pre- 
mium downtowTi  buildings  is  a  healthy 
92%',  and  rents  ai'e  roughly  $18  a  square 


GRAND  VISIONS: 

Munk  is  Hie 
new  o  wner  of 
the  Sears  Tower 


foot,  up  from  around  $14  in  Novemb 
1996. 

Munk's  approach  has  been  to 
downtown  properties  where  space  ne 
wall  gi'ow  and  rents  can  be  pushed  hi 
er.  He  paid  $210  million  in  Febru 
for  a  49.9%-  stake  in  Manhattan's  9 
occupied,  1.4  million-square-foot  Gr 
Building  and  other  nearby  pi'opert 
Rentals  in  the  area,  which  w-ere  t 
hovering  around  $25  a  square  foot, 
now  approaching  $40.  Munk  is  "run 
hard  and  fast.  So  is  the  market,"  si 
Philip  Reichmann,  chief  of  o&Y  Propj- 
ties  Corp.,  whose  family  once  controlji 
Ti'izec.  Jonathan  L.  Mechanic,  a  r\] 
estate  lawyer  at  Fried,  Frank,  Haix 
Shiiver  &  Jacobson,  says  Munk's  peoj 
are  well  known  as  shrewd  operat 

 "They  are  percer 

as  aggressive  a| 
sophisticated." 

In  that,  they  resi 
ble  their  boss. 
Hungarian-bom  eni 
preneiu-  came  to 
America  in  1948 
just  $350  to  attend 
LIniversity  of  Tore; 
and  made  his  first 
tune  with  a  hi-fi  ci 
pany  in  the  1960s, 
later  built  and  sol 
successful  hotel  c 
before  moving  into 
and  gold. 

With    real  est 
prices  rising,  the 
quisition  window  n 
soon  close.  So  Mu: 
development  team 
begin  building  in  f 
next  few  montfi 
First  up:  an  800,0^ 
sq.-ft.  tower  in  ( 
gary  and  a  more  t 
1  million-sq.-ft.  C( 
plex  in  downto 
Toronto.  Munk  is 
planning  retail-en 
tainment  complexe 
Las  Vegas,  at  the  base  of  Toron 
landmark  CN  Tower,  and  on  Holl; 
Boulevard  in  Los  Angeles,  where  h 
negotiating  to  host  the  Oscars 

There  are  a  few  clouds  on  Mu: 
horizon.  With  gold  below  $300 1 
ounce,  Barrick's  stock  has  plummef 
And  with  Ti-izecHahn's  15.7%-  stakd 
Barrick,  investors  aren't  giving  t 
shares  as  lofty  a  valuation  as  thosi( 
other  developers.  But  it  would  be  rS 
to  bet  against  Munk  right  now.  At  Vi 
in  real  estate,  his  touch  so  far  has  te 
downright  golden. 

By  Joseph  Weber  in  Tordl 
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3  Cisco 

iwered  Network. 


THERE  ARE  LOTS  OF  WAYS 
FOR  YOUR  BUSINESS 
TO  ENTER  THE  INTERNET. 


THIS  IS  THE  DOOR 
THE  BUILDERS  PUT  IN. 


The  promise  of  networked  commerce. 
Stronger  customer  relationships.  The 
ability  to  rapidly  respond  to  a  constantly 
changing  marketplace. 

Where  there's  a  reason  to  put  your 
business  on  the  Internet,  there's  a  reason 
to  rely  on  the  expertise,  strength  and 
security  of  Cisco  Systems  —  the  company 
that  brought  the  Internet  to  business. 

Look  for  the  Cisco  Powered  Network  ' 
mark.  It  means  your  network  service 
provider  uses  Cisco  equipment  —  the 
common  platform  that  lets  your  network 
work  with  any  other  network  on  the  planet. 

Which  is  why  Cisco  Powered  Network 
service  providers  are  uniquely  equipped 
to  make  the  Internet  work  for  you, 
whether  it's  Internet  access,  ATM,  frame 
relay  or  other  data  services. 

To  find  out  more,  visit  our  website  at 
www.cisco.com.  And  let  a  Cisco  Powered 
Network  service  provider  open  up  the 
Internet  for  your  business.  : 


Cisco  Systems 


The  Network  Works. 
No  Excuses." 

:o  Systems,  Inc.  All  rights  reserved- 
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THE  INTERNET 


DOWNLOAD  INTERCASINO 


OUTLAW  ONLINE  BETTING? 
DON'T  BET  ON  IT 

Despite  pending  legislation,  a  ban  is  unlikely  to  work 


Can — or  should — Internet  gambling 
be  curbed  or  even  controlled?  If 
pending  legislation  in  Congress 
passes  when  lawmakers  reconvene  in 
January,  Internet  gambling,  like  other 
foiTns  of  interstate  betting,  will  become 
a  federal  no-no — punishable  by  a  fine 
of  up  to  $2,500  or  six  months  in  prison. 
Anyone  convicted  of  nmning  a  cybei-- 
casino  would  be  liable  for  fines  of  up  to 
$20,000  and  four  years  in  jail.  The  bill, 
introduced  by  Senator  Jon  L.  Kyi  (R- 
Ariz.),  has  garnered  support  from  an 
odd  coalition  that  includes  Ralph  Na- 
der's Public  Citizen,  the  Chiistian  Coali- 
tion, the  National  Association  of  State 
Attorneys  General,  and  the  fbi. 

In  Austi'alia,  just  seconds  away  in  cy- 
berspace, lawmakers  are  taking  the  op- 
posite tack.  Down  under,  politicians  are 
trying  to  put  the  government's  impri- 
matur on  online  wagering.  They  figaire 
that  the  seal  of  appi-oval  will  draw  bet- 
tors from  unregulated  cybercasinos  and 
bring  new  tax  revenue  to  Australia's 
coffei-s.  "The  attitude  here  is  that  it's 
going  to  happen,  so  we  may  as  well  be 
in  the  best  jjosition  when  it  does,"  says 
Michael  Toohey,  managing  director  of 
Australasian  Gaming  Specialists  in  Syd- 
ney, an  Internet  consultant  that  is  push- 
ing cybergambliiig  regulations. 
GROWTH  BUSINESS.  How  the  cards  ulti- 
mately fall  lias  I'amifications  on  both  con- 
tinents. The  number  of  virtual  bookies 
taking  bets  on  eveiytliing  from  blackjack 
to  basketball  has  jumped  from  15  to  80 
in  the  past  1 1  months,  according  to  Sue 
Schneider,  editor  of  the  cybeipublieation 
Rolling  Good  Times  Online.  Most  sites 
are  based  outside  the  U.  S.  in  such  loca- 
ti(jns  as  Antigua  and  Curasao. 

In  fact,  according  to  analyst  Sebastian 
Sinclair  with  Christiansen/Cummings 
Associates  Inc.,  growth  in  cyljergam- 
bling  has  been  limited  by  consumer  ap- 


prehension about  using  these  no- 
name  offshore  casinos.  If  Aus- 
tralia goes  ahead  with  a  system 
of  government-sanctioned 
sites,  he  figures,  more 
consumers  would  be 
willing  to  zap  bets 
across  the  net,  figin-- 
ing  that  they'd  have 
somewhere  to  tum  if 
something  went  awTy. 

U.  S.  casino  operators  are 
stuck  between  two  impuls- 
es: They  want  to  quash  the 
new  online  competition,  but 
they  also  want  to  figure 
how  to  get  into  the  game 
themselves.    "We'd  be 
crazy  not  to  view  this  as 
an  opportunity  for  the  com-  "| 
pany,"  says  Phil  Cooper,  a  vice-  B 
president  with  Caesars  Palace 
in  Las  Vegas.  Caesars  and  Interplay 
Productions,  a  software  developer,  will 
soon  launch  a  vbtual  casino  that  uses 
play  money. 

At  this  point,  the  industiy's  trade  as- 
sociation is  coming  out  meekly  on  both 
sides  of  the  argiiment.  "We're  not  on 
recoi'd  as  supjjorting  Senator  Kyi's  bill; 
we  are  on  record  as  not  opposing  it," 
says  Kathleen  J.  Schippers,  a  spokesper- 
son at  the  American  Gaming  Assn. 

Not  surprisingly,  gambling-state  leg- 
islators are  among  the  bill's  most  vocal 
proponents.  A  co-sponsor  of  Kyi's  bill 
is  Democratic  Senator  Richard  H.  Biyan 
fi'om  Nevada.  G(jp  Repi'esentative  Frank 
A.  LoBiondo  from  the  New  Jersey  dis- 
tinct that  includes  Atlantic  City  sup- 
ports a  similar  House  measure. 

The  legislators  insist  their  motivation 
isn't  simply  to  protect  the  gambling  in- 
dustiy.  Rather,  they  say,  restrictions  on 
online  gambling  would  update  existing 
laws  that  i)rohibit  interstate  wagering 


SHOCKED.  SHOCKED 

Perhaps  not  surprihi  .  ^ 
gambling-state  legislators 
are  among  the  bill's  most 
vocal  proponents 

and  protect  minors.  "Whatever  o 
view  of  gambling,"  says  Bryan,  "it  ou 
to  be  resei^ved  for  adults  and  it  ough 
be  regulated."  But  would  restricti 
work?  Uncle  Sam  hasn't  exactly  im 
illegal  spoils  betting. 

Internet  sei-vice  providers  oppose 
Kyi  bill  because  it  would  requii'e  the" 
block  objectionable  gambling  sites. 
Interactive  Sen/ices  Assn.,  which  re 
sents  ISPS,  favors  regulation  of  cy" 
casinos  rather  than  prohibition  an 
floating  such  ideas  as  establishing  d 
betting  limits  and  requuing  any 
casino  to  maintain  a  U.  S.  office.  C 
nos  that  adhere  to  an  industiy  cod 
conduct  could — once  they  pay  a  lice" 
fee — display  an  isa  seal  of  eompli 
No  doubt,  somewhere  on  tlie  Net,  th 
a  site  where  somebody  will  give 
odds  on  how  this  all  will  shake  out. 

By  Edward  C.  Baig  in  New  Yc 
with  Ti-acey  Aubin  in  Canberra 
Amy  Borrus  in  Washington 


smm  LIMITS 

ON  GY^ASINOS 

How  effort't'^,, 
regulate  lnterm%^,^ 
gaming  sites  a^^'Jt^i; 
progressing  ■ 


CONGRESS 

Senate  and  House 
bills  would  make 
online  betting  a 
federal  offense. 
Violators  could 
face  fines  and 
lail  time. 


CASINO 
INDUSTRY 

Wants  to  ban 
Internet  wagering 
in  its  current  form 
but  is  intrigued 
by  long-term 
cyberprospects. 


INTERNET 

SERVICE 

PROVIDERS 

Oppose  possible 
legislation  requiring 
them  to  block 
objectionable 
Web  sites. 


AUSTRALIA 

The  Australian 
government  is 
moving  to  regulat 
and  legalize  onlin 
gambling  sites. 
Could  draw  U.S. 
gamblers. 
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Whatever's  important  to  you  —  appointments,  contacts, 
e-mail,  expense  trackmg  —  the  pocket-sized  PalmPilot'" 
X,     ,'      connected  organizer  makes  it  easy  to 
stay  on  top  of  things  It  lets  you  enter, 
access,  and  update  the  information  you  need, 
whenever  you  need  it  You  only  have  to  enter  data  once  — 
HotSync "  technology  lets  you  synchronize  data  with  your  PC  with 
ust  the  touch  of  a  button  And  when  you're  on  the  road,  use 
Network  HotSync "  software  to  synchronize  with  your  PC 
over  the  company  network  For  a  PalmPilot  retailer  near 
you,  visit  our  web  site  at  www  palmpilot  com  or 
call  1-800-881-7256,  ext  50,  That  way,  you 
won't  have  to  keep  your  clients  waiting. 


Palm  Pilot 


The  connected  organizer. 

PalmPilot  Petsfinal  -  $249 

•  Instanily  syncs  with  your  PC 

•  Stores  thousands  of  entries 

•  User  upgradeable  to 
Professional  Edition 

PalmPilot  Professional  ■  $369 
(Includes  Personal  features  plus  I 

•  E-mail  connectivity 

•  Internet  fearfy  (TCP/IP  support) 

•  Twice  the  memory 

'utionaf  links  [.sold  separately)  available  for 

•  MS  Schedule+ZOutlook  97 

•  Lotus  Organtzer 

•  Ascend  97 

•  Symantec  ACT' 

•  and  many  more 

■impaiible  with 

•  Endoi^  30  1  ui  hirghet 

•  cc  Mail 

•  MS  Mail/Excliarige 

•  MS  Outlook  97 

•  ."intl  many  moie 


iLti  PalniPilul  Md^Pac,  requited  loi  Ma(.iritgih  Lonneaivity,  ioiO  ^epdtdltly  lui  i 1 4  topuiiie  and  Mail  dppiicdliciiis diid  soiiie  linki  to deiklop  iuttwdre  noi 
ilosh.  Mail  and  Network  HotSync  supported  on  Professional  Edition  only  Network  HotSync  software  optional  and  sold  separately  for  $69.  Remote  syncfiro- 
I  a  modem,  sold  separately  ©  1997  3Com  Corporation  All  rigfils  reserved  3Com  and  the  3Com  logo  are  registered  trademarks,  and  HotSync.  PalmPilot.  and 
re  trademarks  of  3Com  Corporalron  or  its  subsidiaries  All  otfier  brands  and  producl  names  are  itademarks  or  registered  trademarks  of  rtieir  lespeclive  holders. 


News:  Analysis  &  Commentary 


COMIWUNICATIONS 

CABLETRON 
IN  A  TANGLE 

A  credibility  gap  adds  to  the 
woes  of  the  data  networker 

Donald  B.  Reed  likes  to  think  of  liim- 
self  as  a  doer,  not  a  talker.  "Watch 
my  feet,  not  my  mouth,"  is  a  fa- 
vorite saying  of  the  new  president  and 
CEO  of  Cabletron  Systems  Inc.  But 
three  months  after  taldng'  charge  at  the 
feisty  kid  brother  of  the  networking  in- 
dustry. Reed  seems  to  have  his  shoe- 
laces tied  together.  On  Dec.  2,  Cableti-on 
announced  that  profits  for  its  quarter 
ended  Nov.  30  would  fall  short  of  esti- 
mates— the  second  time  in  six  months 
that  Cabletron  has  missed  its  numbers. 
Reed  will  take  a  charge  against  pretax 
earnings  of  up  to  $30  million  in  Ca- 
bletron's  fiscal  fourth  quarter,  the  com- 
pany says.  Cabletron  stock  is  down 
more  than  50%  since  Reed  took  over 
Se])t.  1.  Welcome  to  the  corner  office. 

He's  not  the  only  exec  in  networking 
who's  stumbling.  The  same  day  that 
Reed  unloaded  Cabletron's  bad  news, 
3Com  CEO  Eric  Benhamou  said  liis  com- 
pany also  would  fall  short  of  quarterly 


estimates.  Bay  Networks  Inc. 
is  also  struggling  with  man- 
agement issues,  and  price 
pressure  remains  ferocious, 
making  it  harder  for  chal- 
lengers to  take  on  industry 
heavyweight  Cisco  Systems. 

Indeed,  Cabletron  may  be 
the  most  exposed  of  the  foui- 
major  networking  players. 
With  only  7%  of  the  indus- 
try's profits  and  8%  of  its 
revenues,  "it's  hard  to  see 
whom  [Cabletron]  can  take 
market  share  from,"  says 
Paul  Johnson,  an  analyst  with 
Robertson  Stephens  &  Co. 
Adds  Richard  D.  Wallman  of 
Dreyfus  Corp.:  "Cabletron  will  have  to 
innovate  or  be  acquired." 
"NO  PANIC  HERE."  Reed  is  far  from 
throwing  in  the  stock  options  just  yet. 
The  former  Nynex  executive  says  his 
$430  million  deal  to  acquire  Digital 
Equipment  Corp.'s  networking  division 
remains  on  track  as  does  his  strategy  of 
targeting  phone  companies  and  Inter- 
net service  providers  for  sales  of  net- 
working gear.  "There's  no  panic  here, 
no  withdrawal,"  he  says.  "It  would  be 
wi-ong  to  hunker  down  and  do  short- 
term  activities  that  might  fix  a  quar- 
ter. We've  got  to  stay  the  course." 

That  course,  however,  is  tricky  to 
navigate.  Cabletron  is  stuck  in  a  ma- 


NEW  CEO  REED:  Ilr's  missed  l/i.s  profit  target 


turing  market  for  corporate  netwoi 
ing  gear  Lately,  it  hasn't  been  able 
move  its  newer  switching  products 
enough  to  make  up  for  slowing 
its  older  hub  technology.  Meanwhile, 
vals  have  merged  their  way  to  mass 
size  and  pushed  into  new  markets. 

Cabletron's  Digital  deal  will  add  abil 
$500  million  to  its  $1.4  billion  in  sail 
and  Reed  says  he's  shopping  for  m  \ 
deals.  "When  people  see  the  next  r 
acquisitions,  everyone  will  feel  m( 
confident  we're  on  the  right  track,"  ; 
says.  "Watch  how  we  execute  in  l[: 
next  few  months."  No  doubt  his  foH 
work  will  be  closely  obsei^ved.  ! 

By  Paul  C.  Judge  in  Bosi 


THE  INTERNET 

NO  PC?  SURF  THE 
WEB  BY  PHONE 

CIDCO's  iPhone  will  ship  first, 
but  big  rivals  are  at  its  heels 

Unless  you  read  the  junk  mail  stuffed 
into  yoiu'  monthly  phone  bill,  you've 
probably  never  heard  of  CIDCO  Inc. 
That's  because  the  Moi-gan  Hill  (Calif.) 
company  relies  on  such  mailings  to  sell 
its  main  product — caller-iD  boxes,  gizmos 
that  attach  to  phones  to  let  consumers 
identify  incoming  callers  before  answer- 
ing. "I  didn't  even  know  what  the  com- 
pany did  when  the  headhunter  called," 
says  former  Apple  Computer  Inc.  mar- 
keting chief  Daniel  L.  Eilers,  who  joined 
as  chief  executive  in  Mai-ch. 

Some  veiy  big  companies  are  acutely 
aware  of  cidco's  new  product,  however 
The  $500  iPhone  is  a  telephone  that  can 
surf  the  Internet.  It  has  a  7.4-inc'h  lap- 
top-like screen,  a  mini-keyboard,  and 
communications  software  that  lets  it 


match  the  fastest  PC  modem,  sbc  Com- 
munications Inc.  is  expected  to  start 
selling  iPhones  to  its  residential  cus- 
tomei-s  in  1998.  And  on  Dec.  8,  Salomon 
Smith  Barney  Inc.  was  expected  to  an- 
nounce a  plan  to  provide  iPhones  to  re- 
tail-brokerage customers. 

The  idea  behind  the  iPhone  is  to  get 
a  chunk  of  the  roughly  60%  of  house- 
holds that  don't  own  PC's  to  try  an  easi- 
er route  to  the  Web.  "Our  vision  is  to 
own  the  kitchen  countertop,"  says  Eil- 


ers. His  bet:  that  given  the  telephorf 
ubiquity,  Web  phones  have  a  bet! 
chance  in  cyberspace  than  gizmos 
as  Microsoft  Corp.'s  WebTV.  Yan; 
Group  Inc.  analyst  James  P.  Penhi 
expects  U.  S.  Web-phone  sales  to  hit 
million  by  2002. 

There  are  plenty  of  hurdles  I 
The  iPhone's  $500  price  tag  is  danj 
ously  close  to  plummeting  PC  pri 
and  cidco's  anonymity  won't  h' 
as  rivals  such  as  Philips  Commu: 
tions  Ventures 


OPPORTUNITY 
CALLING 

CIDCO  hopes  to  crack  the 
potentially  explosive  market  for 
portable  online  connections 


A  MILLIONS  OF  UNITS 

DATA  YANKEE  GROUP  INC 


Northern  Tele 
jump  in.  Moreo) 
at  25  seconds 
reach  a  Web  s: 
the  iPhone  is  si 
er  than  thumb 
through  the  Yel 
Pages.  Still,  as 
first  Net  telephi 
on  the  m.arket, 
iPhone  should  h 
$249  million  Clip 
finally  makejal 
name  for  itself.  ' ' 

By  Peter 
rows    in  Moroi' 
Hill,  Calif. 
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Whatever  s  important  to  you  -  appointments,  contacts, 
e-mail,  expense  tracking -the  pocket-sized  PalmPilot" 
connected  organizer  makes  it  easy  to 
stay  on  top  of  things  It  lets  you  enter, 
access,  and  update  the  information  you  need, 
whenever  you  need  it  You  only  have  to  enter  data  once  - 
HotSync"  technology  lets  you  synchronize  data  with  your  PC  with 
)ust  the  touch  of  a  button  And  when  you  re  on  the  road,  use 
Network  HotSync'"  software  to  synchronize  with  your  PC 
over  the  company  network  For  a  PalmPilot  retailer  near 
you,  visit  our  web  site  at  www  palmpilot  com  or 
cain-800-881-7256,  ext  50  Now  that's  a 
number  you'll  want  to  keep  on  hand. 


Palm  Pilot 

The  connected  organizer. 


PalmPilot  Personal  -  $249 

•  Instantly  syncs  with  youi  PC 

•  Stores  thousantJs  ol  entries 

•  User  upgradeable  lo 
Professional  Edition 

PalmPilot  Professional  ■  $369 
Uncludes  Personal  fejiuies  olm  I 

•  E-mail  connectivity 

•  Internet  ready  (TCP/IP  support) 

•  Twice  the  memoiy 

Optional  links  Isold  separalelyl  available  for 

•  IVIS  Scliedulet/Outlook  97 
'  Lulus  Organi/er 

•  Ascend  97 

•  Symantec  ACT  I 

•  and  many  more 

Compatible  with 

"  Eudora  3  0  1  or  hiijher 

•  Marl 

•  IvIS  Ivlail/Ejchange 

•  MS  Oullook  97 

•  and  manv  more 


In  Business  This  Week 


EDITED  BY  PAT  WECHSLER 


MORE  VARIETIES 
AT  HEINZ?  

LOOK  FOR  PLENTY  OF  DEAL- 

ing  at  H.J.  Heinz  when  48- 
year-old  Chief  Operating  Of- 
ficer WilHam  Johnson  takes 
over  the  top  job  from  An- 
thony O'Reilly  in  April. 
Johnson,  who  engineered 
Heinz's  $725  million  buyout 
of  Quaker  Oats'  pet-food  di- 
vision two  years  ago,  is  ex- 
pected to  focus  on  acquisi- 
tions in  Asia.  The  thinking 
behind  that  strategy,  say  in- 
siders: Financial  crises  are 
driving  down  prices  and  reg- 
ulations, while  there  are  ever 
more  mouths  to  feed.  But 
Johnson  may  be  a  seller,  too: 
He  is  said  to  be  no  fan  of 
Heinz's  sole  service  business, 
Weight  Watchers  Interna- 
tional. A  recent  diet  cam- 


CLOSING  BELL 


LAPSE  IN  LOGIC 

Semiconductor  stocks  took 
another  pasting  on  Dec.  2  on 
news  that  chipmaker  Altera 
expects  flat  revenues  and  earn- 
ings for  the  fourth  quarter.  The 
$600  million  San  Jose  (Calif.) 
maker  of  programmable  logic 
chips  blamed  weak  sales  on  its 
distributors  and  slowing  growth 
in  Asian  markets,  which  account 
for  25%  of  its  overall  sales. 
Analyst  Tom  Kurlak  of  Merrill 
Lynch  reduced  its  1997  earnings 
estimates  by  3.8%,  to  $134  mil- 
lion, and  Altera  shares  skidded 
2r/o,to40K.  Why  did  other  chip 
stocks  follow?  Analysts  worry 
that  distributors'  high  invento- 
ries signal  a  broader  slowdown. 
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paign,  known  as  One-Two- 
Three,  pushed  up  class  en- 
rollment recently.  But  from 
Johnson's  viewpoint,  success 
might  just  raise  the  price 
Weight  Watchers  will  fetch. 

A  HAPPY  MARRIAGE 
FOR  MIDWEST  BANKS 

banking's  feeding  frenzy 
continues.  Cleveland's  Na- 
tional City  is  picking  up  Fh-st 
of  America  Bank  for  about 
$7.1  biUion  in  a  stock  swap. 
The  new  merged  institution 
will  have  $75  bilUon  in  assets, 
making  it  the  nation's  13th- 
largest.  The  proposed  merger 
strengthens  National  City's 
base  in  the  Midwest  by  giv- 
ing it  a  new  presence  in 
Michigan  and  Illinois.  And 
downstream,  analysts  expect 
the  merger  to  make  National 
City  a  tasty  morsel  for  an 
even  bigger  fish,  such  as 
NationsBank,  First  Union,  or 
BankAmerica. 


INTERSTATE  AND 
PATRIOT  HOP  IN  BED 

THE  WAVE  OF  CONSOLIDATION 

in  hotels  has  haixlly  subsided. 
On  Dec.  2,  Patriot  American 
Hospitality  announced  plans 
to  shell  out  $1.34  billion  in 
cash  and  stock  for  Interstate 
Hotels,  the  nation's  biggest 
independent  manager  of  ho- 
tels. Dallas-based  Patriot,  the 
nation's  second-largest  hotel 
real  estate  investment  tinst, 
has  been  on  an  acquisition 
spree  since  it  became  a  reit 
in  1995.  The  Interstate  deal, 
its  biggest,  allows  Patriot  to 
build  a  higher  profile  for  its 
Wyndham  brand.  After  the 
merger.  Patriot  will  own  or 
operate  455  hotels  and  re- 
sorts worldwide. 


MICROSOFT  MAKES 
NICE  WITH  HOTMAIL 

MICROSOFT  HAS  LOTS  OF  E- 

mail  pro.iucts  and  services 
to  offer — but  it  still  wants 


HEADLINER:  PRINCESS  OF  WALES 


THE  PRINCESS  AND  THE  PIRATES 


Knickknack  manufacturers 
who  have  been  cashing  in 
on  Diana  may  soon  be 
hearing  from  her  heirs' 
lawyers.  The  estate 
of  the  Princess 
plans  to  move 
aggressively  to 
protect  the 
intellectual- 
property  rights 
to  her  image. 
"We  are  planning 
to  go  after  the  big- 
ger, nastier,  more  commer- 
cial people  in  each  juris- 
diction in  hopes  that 
others  will  take  notice," 
says  A.G.  Dobson,  a  solici- 
tor at  the  London  firm  of 
Lawrence  Graham.  Dob- 
son  says  the  estate,  whose 
beneficiaries  are  Princes 
William,  15,  and  Harry,  13, 
has  no  wish  to  profit  from 


Diana's  image.  But  it  do 
want  to  make  sure  it  is 
used  tastefully.  It  also 
wants  to  establish  the 
right  to  direct  any 
proceeds  to  chari- 
ties the  estate 
chooses. 

Dobson  says 
the  estate  has 
registered 
"rights  of  public- 
ity" to  Diana's 
image  in  some  U.  S. 
states.  It  has  also  regis- 
tered about  50  images  of 
Diana  in  Britain  as  trade- 
marks. Diana's  executors, 
her  sister  and  mother,  will 
decide  which  uses  are 
appropriate.  Potentially 
lucrative  uses,  such  as 
soft-drink  ads,  are  unlikely 
to  be  approved. 

By  Stanley  Reed 


more.  The  Redmond  (Wash.) 
software  giant  is  talking 
with  upstart  Hotmail  about 
the  possibility  of  using  the 
Sunnyvale  (Calif.)  company's 
free  E-mail  service  on  some 
of  its  Web  sites,  say  sources 
close  to  the  companies.  The 
relationship  could  include  an 
equity  investment  in  Hotmail 
by  Microsoft — or  even  an 
outright  buyout.  Neither 
company  will  comment.  But 
it's  not  hard  to  see  the  at- 
traction: Hotmail's  service 
has  grown  from  100,000 
members  a  year  ago  to  8 
million,  according  to  Elec- 
tro7iic  Mail  <&  Messaging 
Systems. 

SOFTBANK  BOUNCES 
BACK  A  BIT  

THINGS  LOOKED  DICEY  FOR 

Softbank  as  shares  of  the 
Japanese  multimedia  group 
hit  a  low  of  $13  a  share  on 
Nov.  27.  But  its  chief  execu- 
tive,  Masayoshi   Son,  an- 


nounced plans  to  buy  bac  r 
$23.5  million  worth  of  bond  \, 
thus   easing   any   worri(  i 
about    a    near-term  cas 
crunch.  The  stock  has  sin( 
bounced  back  to  $24— a 
though  still  off  66%  from  th 
yeai''s  high.  And  investors  ai 
fuming  that  Son  has  tran 
ferred     loss-making  sul 
sidiaiies  into  his  private  hoi 
ing  company  called  mac. 
Softbank's  shares — which  S( 
uses  as  collateral — go  into  a 
other  free-fall.  Son  will  so( 
be  feeling  the  heat. 

ETCETERA... 


m  David  Pottruck  was  nam( 
co-chief  executive  at  Charl 
Schwab. 

m  Ericsson  says  it  plans  to  ct  t 
10,000  jobs  from  its  phonj' 
switching  and  fixed-line  unil 

■  Gold  prices  hit  record  lovj 
after    Argentina  so 
reserves. 

■  Merck  &  Co.  is  developing! 
new  antidepressant  to  coij 
pete  with  Prozac  and  Zoloft 
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8  a.m.  Bob  s  number  in  Milan.  You  got  ii 


Whatevers  important  to  you  -  appointments,  contacts, 
e-mail,  expense  tracking -the  pocket-sized  PalmPilot" 
connected  organizer  makes  it  easy  to 
stay  on  top  of  things  It  lets  you  enter, 
access,  and  update  the  information  you  need, 
whenever  you  need  it  You  only  have  to  enter  data  once  - 
HotSync-  technology  lets  you  synchronize  data  with  your  PC  with 
just  the  touch  of  a  button  And  when  youre  on  the  road,  use 
Network  HotSync"  software  to  synchronize  with  your  PC 
over  the  company  network  For  a  PalmPilot  retailer  near 
you,  visit  our  web  site  at  www  palmpilotxom  or 
call1-800-881-7256,ext  50  Now  that's  a 
number  you'll  want  to  remember 


Palm  Pilot 

The  connected  organizer. 


PalmPilol  Personjl  $249 

•  Inslantly  syncs  wiih  youi  PC 

•  Stoies  Ihousands  of  entnes 

•  Usef  upgradeable  lo 
Professional  Edilion 

PalmPilot  Piofessional  -  $369 
(Includes  Personal  leaiiires  cfe ; 

•  E-mail  connecnviiy 

•  Internet  ready  ITCP/IP  support) 

•  Twice  the  memory 

Oplional  links  Isold  separately!  available  loi 

•  MS  ScliediJle*/Oijtlook  97 

•  Lotus  Organiser 

•  Ascend  97 

•  Symantec  ACn 

•  and  many  more 

Comparihle  wilti 

•  Eudoia  3  0  I  01  highei 

•  cc  fylail 

•  MS  Mail/£«ctiange 

•  MS  Outlook  97 

•  and  many  more 
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Ilks  of  3C0II1  Corporation  oi  its  subsidiaries 


All  otbei  brands  and  product  n 


e  registered  trademarks,  and  HolSync  PalmPilot  and 


Seeking  Growth?  You  Might 
Find  It  By  Seeldng  Value  Firsti^ 


The  power  of 
value  investing 

Most  investors  buy  stocks 
of  popular,  fast  growing 
companies.  But  tfie  value 
style  uses  different  logic. 
Value  investors  must  use 
complex  analysis  to 
uncover  less  popular  but 
potentially  strong  stocks 
at  bargain  prices. 

Prudential's 
expertise  helps 
you  find  real  value 

Without  access  to  the 
timely  information 
and  resources  that 
professional  money 
managers  use,  you  may 
overlook  some  attractive 
stocks.  With  Prudential, 
you  con  tap  decades 
of  value  investing 
experience  to  help  find 
today's  smart  investment 
opportunities. 


An  inside  look  at  Prudential's 
value  approach.  At  Piudential,  we've 
built  a  tradition  of  tindiiig  value  in  companies 
of  all  sizes  in  all  kinds  of  markets — in  the  U.S. 
and  abroad.  We  use  intensive  bottom-up  analysis 
and  carefully  managed  risk  to  identify  and  buy 
under-valued  stocks.  Then  we  take  a  disciplined 
approach  to  selling  as  they  reach  full  value.  It's 
a  proven  approach  that's  delivered  consistent 
long-term  results  without  taking  on  undue  risk. 
Of  course,  past  performance  does  not  guarantee 
future  results. 

LARGE  COMPANIES 


Prudential  Equity  Fund  (class  A) 


A  strategy  whose  time  has 
come.  In  today's  volatile  market,  now 
may  be  a  particularly  good  time  to  r-ely  on 
Prudential's  pr'oven  value  investing  expertise. 
Ask  your  advisor  to  tell  you  more  about 
Prudential's  full  range  of  value-driven  stock 
funds.  For  more  complete  information  on  sales 
charges,  management  fees^  expenses  and  share 
classes,  obtain  a  prospectus  by  calling  the 
number  below.  Please  read  it  carefully  before 
you  invest  or  send  money. 


MID-SIZED  COMPANIES 


Prudential  Equity  Income  Fund  (class  a) 


**** 


Overall  Morningstar  Raling  as  of  10/31/97 
Among  2,189  Funds  in  ttie  Domeslic  Equity  Category 

Objective:  Long-term  capital  grov^'th. 
Investment  Style:  Uses  a  "deep  value"  search  for 
stocks  of  major  companies  whose  prices  may  not 
reflect  their  strong  balance  sheets. 


SMALL  COMPANIES 


Prudential  Small  Company  Value  Fund  (class  a)  \ 


Overoll  Morningstar  Roling  as  of  10/31/97 
Among  2,189  Funds  in  the  Domeslii  Equity  Category 

Objective:  Capital  appreciation. 
Investment  Style:  Uses  a  value  strategy  for 
choosing  stocks  of  smaller,  growing  U.S.  companies. 


**** 


Overall  Mornmgslor  Raling  as  of  10/31/97 
Among  2,189  Funds  in  the  Domestic  Eauity  Category 


Objective:  Current  income  and  capital 

appreciation. 

Investment  Style:  Seeks  out  value  from  stocks 
and  convertible  securities  ihat  can  provide  above- 
average  earnings  and  dividend  growth. 

OVERSEAS  COMPANIES 


I 


Prudential  World  Fund/International  Stock  Series  (CUkssA) 


Moinmqsloi  Roles  Funds  After 
Ttitee  Years  of  Perlormanre. 

Inception  Date  of  Class  A  Shares:  9/23/96 


Objective:  Long-term  capital  with  income  as  a 
secondary  ob|ective. 

Investment  Style:  Takes  a  value-oriented  approach 
to  identifying  foreign  stocks  with  long-term  earnings 
growth  potential. 

Call  1-800-THE-ROCK 

vynvw.prudential.com    extension  4536 


(&  Prudential 


Investments 


Not  all  funds  in  the  Prudential  Family  of  Funds  were  rated  as  high  as  those  appearing  in  this  advertisement.  Share  prices  end  returns  will  vary, 
and  you  may  hove  a  gain  or  loss  when  you  sell  shares.  Ratings  cited  are  only  for  share  classes  indicated.  Different  classes  of  shares  ore  offered. 
Although  the  shares  have  a  common  portfolio,  their  performance  and  ratings  may  vary  because  of  differences  in  loads  and  fees  paid  by 
shareholders  investing  in  different  classes.  Foreign  investments  are  subject  to  special  risks  including  currency  fluctuations  and  the  impact  of  social, 
political  and  economic  change.  Investing  in  small  companies  also  involves  additional  risk.  These  risks  may  result  in  greater  share  price  volatility. 
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All  Morningslor  periods  ended  10/31/97,  and  ratings  are  subject  to  change  every  month.  Morningstat  ptoprietory  ratings  reflect  risk-adjusted  performance,  ate  historical  and  do  not  represent  future  peifoimonce. 
Morningstar  ratings  ate  calculated  from  the  funds'  3-,  5-,  and  10-year  returns  (with  fee  adjustments)  in  excess  of  90-day  freosury  bill  returns,  and  a  risk  factoi  that  leflects  fund  perfoimance  below  90-doy  f-billlSl 
returns.  10%  of  the  funds  in  a  category  leceive  5  stars,  the  next  22  5%  receive  4  slats,  and  the  next  35%  teceive  3  stats  Piudentiol  Equity  fund  (Class  A)  received  4  stats  (among  1,210  funds)  fot  the  5-yeat  period  ip, 
and  3  stnis  (among  2,1B9  funds)  fot  the  3-yeai  period  Prudential  Equity  Income  fund  (Class  A)  teceived  4  stats  (among  1,210  funds)  fot  the  5-yeat  peiiod  and  3  stats  (omong  2,189  funds)  fot  the  3-yeot  petiod.ltd 
Ptudentiol  Small  Company  Value  Fund  (Class  A)  teceived  4  stars  (among  1,210  funds)  for  the  5-year  period  and  4  stars  (among  2,189  funds)  lor  the  3-year  period  Shoies  of  the  funds  ore  offered  through  Prudentiol 
Securities  Incorporated,  1 99  Wotet  Stieet,  New  Yotk,  NY,  and  Piuco  Secutities  Cotpotation,  213  Washington  Stteet,  Newark,  NJ,  both  subsidioties  of  fhe  Piudential  Insutance  Company  of  Ametica. 
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ihington  Outlook 


tY  OWEN  ULLMANN 


V  THE  RENO  DECISION 

ILD  REALLY  HURT  REPUBLICANS 


I  Attorney  General  Janet  Reno  refused  on  Dec.  2  to 
k  a  special  counsel  to  investigate  fiind-raising  tele- 
me  calls  by  President  Clinton  and  Vice-President  Al 
lublicans  were  ready.  Now,  the  gop  will  launch  new 
1  "CHntonite  corruption"  and  paint  the  Attorney 
s  a  pitiful  patsy  who  should  resign, 
lear  teiTn,  Republicans  have  a  hot  issue  that  should 
'Knton-hatei-s  and  make  for  good  political  theater.  The 
ummon  Reno  to  congi-essional  healings  and  try  to 
squiiTO  as  FBI  Director  Louis  J.  Freeh  explains  his 
)r  an  independent  counsel.  And  the  controversy  is 
Republican  fund-raising  as  the 
c  Party  stnaggles  to  dig  out  from 
$12  million  mountain  of  debt, 
il  is  to  punish,  toitiu'e,  and  dis- 
other  side,"  says  senior  Wliite 
Aser  Paul  E.  Begala. 
at  get-Clinton  strategy  could 
ver  time,  complicating  both  the 
;lative  agenda  and  its  1998  elec- 
)ects.  The  public  is  fed  up  with 
md  bickering,  and  when  party 
■sort  to  harsh  partisan  sniping, 
'Val  ratings  plummet. 

despite  aggressive  Republican  efforts  to  tar  Clinton, 
ig  high.  According  to  an  Oct.  27-29  Gallup  poll,  10% 
ms  describe  the  CUnton  Pi-esidency  as  a  success;  just 
1  it  a  failure.  Voters  appear  to  have  made  up  theii' 
)ut  the  gi'avity  of  Administration  ethical  lapses,  so 

GOP  attacks  look  like  pihng-on.  "Most  Americans 
smment  to  go  ahead  and  govern,"  says  American 
y  poUtical  scientist  James  A.  Thiu'ber. 
OP  advisers  also  worry  that  anti-Clinton  blood  lust 
ract  from  the  party's  '98  legislative  agenda — which 
;ax  cuts,  legal  reform,  and  school  vouchers — and 
take  unpopular  positions.  That's  already  happening 
:ient's  bill  of  rights  put  foi-ward  by  the  President. 


PITALWRAPUP 


RENO:  StiviDwned  to  the  Hill 


Despite  its  emerging  popularity.  Republicans  have  been  un- 
able to  resist  savaging  it  as  son-of-health-care-reform.  "Re- 
publicans so  dislike  Clinton  that  it  clouds  their  judgment," 
says  party  strategist  WiUiam  Kristol.  "They  should  be  at- 
tacking liberal  Democrats  on  the  issues,  not  him  personally." 
The  real  danger  for  Repubhcans  is  that  their  11-seat  House 
majority  could  be  jeopardized  by  another  showdown  with 
the  President. 

SMOKING  GUN.  So  to  avoid  at  least  the  appearance  of  rabid 
partisanship,  (;op  leaders  plan  to  focus  on  the  internal  dispute 
between  Reno  and  Freeh.  Their  smoking  gun:  a  scathing 
memo  Freeh  wi'ote  outlining  his  reasons 
for  naming  an  outside  prosecutor.  Wasting 
no  time.  House  Government  Reform  & 
Oversight  Committee  ChauTOan  Dan  Biu"- 
ton  (R-Ind.)  has  called  the  Attorney  Gen- 
eral and  FBI  chief  to  squai-e  off  at  a  Dec.  9 
hearing.  "We  need  to  resist  making  this  a 
partisan  spat  and  stress  that  it's  the  Ad- 
ministration fighting  with  itself,"  says  gop 
pollster  William  D.  Mclnturff.  But  cleai'ly 
not  everyone  is  singing  from  the  same 
hymnal.  "The  message  is,  the  Attorney 
General  will  not  enforce  the  laws  of  the 
land,"  thunders  Representative  Bob  Barr  (R-Ga.),  who  is 
pushing  for  Clinton's  impeachment.  "This  raises  very  serious 
questions  about  her  competence  to  remain  in  office." 

Taking  on  Reno  could  be  lisky,  however  The  Attorney 
General  may  be  the  most  popular  member  of  Clinton's  Cabi- 
net, especially  among  women.  And  she  can  dish  it  out  as  good 
as  she  gets  when  hauled  to  the  Hill's  hot  seat. 

To  succeed  in  theii-  cai-efully  concocted  strategy.  Republicans 
must  maintain  a  level  of  restraint  that  usually  eludes  them 
and  tr-y  to  rein  in  critics  Uke  Ban-.  If  they  descend  again  into 
piu'e  Clinton-bashing,  the  man  on  the  i)hone  in  the  Oval  Office 
may  wind  up  with  a  bigger  grin  than  he's  already  wearing. 

By  Richard  S.  DinilianK  'vith  Amy  Borrus 


;e  ethics  probe? 

epublicans  are  under  pressure 
outside  counsel  to  probe  one 
own.  The  House  Ethics  Com- 
3  looking  into  Ti'anspoiiation 
tee  Chairman  Bud  Shuster's 
jbbyist  Ann  Eppard,  his  ex- 
staff.  But  many  ethics  panel 
•s  are  lobbying  him  to  back 
.  in  their  districts,  and  Shuster 
will  be  key  in  shaping  a  '98 
spending  bill.  Hill  watchdog 
566  a  conflict  of  interest.  Their 
:  an  independent  inquiry. 


THAT  BULGING  ASIAN  BAILOUT      FAST-TRACK  END  RUN 


►  The  Clinton  Administration  claims 
the  U.  S.  share  of  an  Asian  bailout 
will  top  out  at  around  $10  billion.  But 
Senate  Republicans  figure  that  when 
all  the  smoke  clears,  the  U.  S.  will  end 
up  kicking  in  as  much  as  $25  billion. 
GOP  sources  say  the  Senate  will  likely 
0.  K.  funding  that  large — as  long  as 
the  Administration  and  International 
Monetary  Fund  make  a  strong  case. 
But  House  Republicans  warn  that  a 
request  for  $25  billion  could  run  into 
big  trouble. 


►  In  his  losing  fight  with  the  House 
over  "fast  track,"  President  Clinton 
had  insisted  he  needed  the  authority 
to  negotiate  multilateral  trade  deals. 
So  imagine  House  members'  anger  in 
learning  that  the  Administration  is 
close  to  a  multilateral  accord  to  liber- 
alize direct  foreign-investment  rules 
in  developed  nations.  With  an  agree- 
ment likely  by  spring,  Clinton  plans 
to  submit  the  deal  only  to  the  Senate. 
By  calling  it  a  treaty,  the  Prez  can 
sidestep  the  House. 


■^^^  _  No  endorsement  can  make  you  feel  comfortable  unless  it 
\m  ^  comes  from  a  credible  source.  And  with  one  major 
m^""^^  corporation  after  anotlier  switching  to  Gateway  2000, 
4  that's  exactly  what  you  get. 

Like  you,  other  corporate  IS/IT  managers  needed  business 
computers  specifically  designed  to  meet  their  needs  and  exceed  their 
expectations.  So  that's  precisely  what  we  gave  them. 

For  starters,  the  E-Series  desktop  line  meets  manageability  head- 
on  with  features  like  stable  3Com  Network  Ready"'  certified 
platforms,  DMI  compliance  and  LANDesk®  Client  Manager.  So 
your  company  can  grow  at  its  own  pace. 

And  no  one  in  the  industry  can  match  the  degree  of 
modularity  offered  by  Gateway™  Solo'""'  portable  computers.  Now, 
not  only  can  you  switch  components  individually  with  one  product, 
you  can  also  switch  components  across  the  current  Gateway  Solo  line. 

We  also  have  a  full  line  of  servers  that  are  among  the  industry 
leaders  in  fault-tolerance  capabilities.  And  each 
3Com  Network  Ready 
server  is  equipped  with  g 


components  that  allow  for  easy  scaleability  in  memory  id 
expansion  in  network  size.  So  if  your  company  grows  front 
employees  to  3,000,  now  your  network  can  too. 

Of  course,  our  full  line  of  workstations  can  grow  with  you  as  ^Ij. 
Each  workstation  is  certified  widi  Microsoft®  Windows  NT®;hd 
leading  appliation  software.  And  each  one  features  industry-bins 
graphic  power  along  with  3Com  networking  solutions,  providingtou 
with  uncompromising  performance. 

The  way  we  see  it,  when  it  comes  to  business  compuffs. 
we  won't  stop  until  we're  the  leader  So  give  us  a  call,  and  'e'!! 
put  you  in  touch  with  one  of  our  sales  representatives.  Th/'Ii 
be  happy  to  answer  all  your  questions.  Of  course,  you  cilc 
also  talk  to  our  friends  at  Union  Pacific,  Ocean 
Spray  Hughes  Defense  Communications ... 

SCoiii  Nctworl:  Rduiy''"'  iiiciui^  d  ihbof,  bjHOj',  or  setvcr  with 
ii  SCofii  Network  Interface  Card,  PC  Card,  or  modem  pre- 
iiiitttlki,  coitfiQ,iireii  ami  tefted^  jiift  fhig  in  votir  G.VB'i'Ay 
2000®  PC  and  gel  coiiimed  -  out  of  lite  Im,  onto  the  network. 


(For  more  information  on  our  full  uroduct  line,  just  ojve  us  a  call) 
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" YOU'VE  GOT  A  FRIEND  IN  THE  BUSINESS"' 

CALL  1*888-888-0792  www.gateway.com 
Gateway  2000  Major  Accounts,  Inc. 


ly  2000,  Inc.  Gateway  2000,  black-and-white  spot  design,  "G"  logo  and  "You've  got  a  friend  in  the  business"  slogan  are  registered  trademarks:  GaTEW/W  and  Gateway  Solo  are  trademarks;  and  Gateway 
:e  mark  of  Gateway  2000,  Inc.  Not  all  Gateway  E-Senes  PCs  and  NS-Series  Servers  contain  the  Pentium  II  processor.  The  Gateway  Solo  PC  does  not  contain  the  Pentium  II  processor  All  other 
Dduct  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  Many  Gateway  2000  products  are  custom  engineered  to  Gateway  2000  specifications  which  may  vary  from 
)ns  of  the  software  and/or  hardware  in  functionality  performance,  or  compatibility.  All  prices  and  configurations  are  subject  to  change  without  notice  or  obligation.  Prices  do  not  include  shipping 
jles  tax.  Gateway  2000  Major  Accounts,  Inc.  is  a  wholly  owned  subsidiary  of  Gateway  2000,  Inc.  *E-Series  PCs  are  covered  by  a  three-year  limited  warranty.  Length  and  type  of  service  varies 
all  or  write  for  a  free  copy  of  our  limited  warranty:  800-846-2000.  610  Gateway  Drive,  N.  Sioux  City  SD  57049.  Leasing  arranged  by  independent  leasing  companies  to  qualified  commercial 
ase  payments  based  on  36-month  term.  Lease  terms  subject  to  change  without  notice  or  obligation. 
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CHINA 


ASIA'S  NEXT 
CASUALH? 

Bad  banks  could  clobber  China 


China's  leaders  would  like  to  think 
that  they  are  immune  to  the  fi- 
nancial turmoil  engulfing  Asia. 
But  a  I'ecent  $:^6  million  scandal 
involving  120  government  officials  is 
just  the  latest  reminder  that  China  is 
vulnerable.  Shocked  by  one  Asian  coun- 
tiy  after  anothei-  slipping  into  a  financial 
morass,  Beijing  is  using  the  crisis  to 
hasten  the  pace  of  change  in  its  troubled 
banking  sector,  crack  down  on  financial 
corruption,  and  strengthen  regulatory 
bodies.  "We  should  speed  up  reform  of 
the  financial  system,"  says 
China  Construction  Bank 
President  Wang  Qishan. 


weight  of  their  loans  to  money-losing 
state  industries,  the  economy  is  sure  to 
take  a  massive  Wt.  That  may  force  Bei- 
jing to  devalue  China's  currency  to 
pump  up  exports.  And  that  could  de- 
liver a  huge  shock  to  Hong  Kong's  fi-ag- 
ile  stock  market  and  cuiTency,  as  well  as 
bourses  in  Shanghai  and  Shenzhen. 

Indeed,  many  observers  believe  that 
unless  China  acts  quickly  to  reform  its 
ailing  banks,  the  whole  world  will  be 
affected.  "If  China  starts  a  great  ex- 
port drive — and  if  they  devalue — this 


SIGNS  OF  CHANGE 


With  a  staggering  official     i         i       i  i  i 

figure  of  $200  billion  in  bad  deeply  alarmecl,  may  be 


Beijing, 


bank  loans — the  tme  amount      j       •  • 

Hkely  is  much  higher-chi-  startiRg  to  get  seFious 

about  financial  reform 


na  lisks  becoming  Asia's  next 
casualty.  If  Chinese  banks 
start  imploding  under  the 
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would  have  a  damaging  effect  on  t  (siRWn 
global  economy,"  says  Mitsubishi  Co  if  central 
President  Minora  Makihara.  Econor  ihfBigl 
czar  Zhu  Rongji  insists  that  Beijii  loffiia, 
with  $134  billion  in  foreign  reserv  i  cif  Ckii 
will  not  devalue.  The  reserves  coi  ImilAer 
give  Zhu  a  financial  cushion  as  he  a  fontKiU' 
his  colleagues  clean  up  China's  banks  mi;.  In  a 
Chinese  officials  have  held  tliree  k  'j  termed 
meetings  in  just  as  many  months  foci  m  fjijjfis 
ing  on  financial  liberalization  and  refer  iiaHisW 
The  15th  Party  Congi-ess  in  Septeml  J  of  its  ( 
put  the  top  leadership's  seal  of  appro'  e  troin  tli 
on  reforming  lenders  and  state-own  iddaiid 
companies.  Tlien,  in  November,  came  t  'hi^ 
closed-door  banking  conferences  attend  ip  (i-nifiifr 
by  Cliina's  financial  elite.  Emei'ging  fr(  t  iiualitv," 
the  meetings  is  a  move  by  Beijing  ttReijijij 
centralize  control  over  the  sprawling  Kfnniiijfj 
nancial  sector  while  focusing  on  accouj  i^'h'^tx 
ability  for  managers.  The  governme  rfriif^  fp] 
will  have  more  control  over  the  centi  sourtiis  j, 
bank,  the  People's  Bank  of  Cliina.  A  iniiism 
thorities  have  decided  to  close  thousan  kitj^i. 
of  municipal  and  provincial  pboc  branc  smffpjf 
es  and  replace  them  with  10  I'egior  i  it 
ones  more  accountable  to  Beijing.  Mo 
significantly,  Cliina  plans  to  let  state  eo]  y^rn^jf^ 
panies  go  bankrupt  and  has  allocated  mi"  jj^,^ 
ftmd  to  wi'ite  off  around  $12  billion  loiair,^^, 
bad  loans.  There  is  even  talk  of  a  ResL 
lution  Ti-ust  Corp.-style  entity  to  ta|ii,.||(jj 
over  dud  loans  and  clean  up  the  mess  ipn  i;,,^^ 
BIG  CUTS.  With  Zhu  trying  to  strengt  en 
en  China's  threadbare  I'egailatory  stm  li  i,],^.^] ' 
ture  and  promote  competition,  model ^j..- 
signs  of  banks  beginning  to  operate  lil  j\  r,^^^  j 
real  businesses  are  starting  to  appei  jj. ^^^^^ 
For  example,  Wang  has  set  up  an 
ternational  investment  bank  with  Mcly  cjjj,,^ 
gan  Stanley,  Dean  Witter,  Discover 
Co.  to  do  both  China  and  intematioii  ii 
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at  home,  he  is  slashing  costs, 
to  cut  100,000  out  of  a  total 
nployees  and  shutter  25%  of 
6,000  branches  as  soon  as  he 
ing's  go-ahead.  It's  an  "almost 
e  program,"  says  a  Western  fi- 
alyst  in  Beijing, 
ear,  regulators  have  also  been 
own  on  scams  like  the  alleged 
njing.  There,  government  offi- 
harged  with  attracting  depos- 
ugh  illegal  means,  falsifying 
ps,  and  making  inappropriate 
:horities  are  also  going  after 
;s  of  lending  institutions  such 
ooperatives  and  pi-opeity  com- 
Januaiy,  foi'  example,  regula- 
1  the  plug  on  China  Agi-ibusi- 
'lopment  &  Trust  Corp.  after 
)alance  sheet  riddled  vdth  bad 
the  past  year,  200  of  the  580 
tutions  faced  the  same  fate. 
;  have  severely  punished  stock 
lated  fraud.  In  June,  senior 
ind  brokers  were  iired  and 
s  fined  and  suspended  in  an 
mted  crackdown  on  market 
W-June  30). 

itral  bank  vdll  tighten  control 
3ig  Fom*  commercial  banks — 
hina.  Industrial  &  Commercial 
China,  China  Construction 
Agiicultural  Bank  of  Cliina — 
•ol  over  three-quarters  of  all 
n  a  move  the  official  Cliina 
med  as  part  of  a  "campaign 
ancial  risks,"  the  pboc  on  Nov. 
;hed  a  supervisoiy  board  com- 
its  own  officials  as  well  as 
n  the  Finance  Ministry  and 
lancial  institutions.  The  board 
ignificant  to  the  improvement 
imercial  banks'  operation  and 
ity,"  China  Daily  said, 
jing  faces  a  possible  backlash  if 
s  are  too  heavy-handed.  Thou- 
gricultiu-al  and  light  industrial 
s  rely  on  um-egulated  financ- 
es, including  over-the-counter 
langes,  which  Beijing  wants  to 
The  enteiprises  may  lose  their 
;e  of  financing  just  when  they 
lost.  People  involved  in  naral 
ixit  "are  up  in  arms  that  this 
nentally  affect  nu-al  enteiprise 
;ays  a  Beijing-based  WesteiTi 
analyst. 

V,  the  Chinese  say  they're  de- 
to  avoid  the  eiTors  that  Ko- 
ipan  made:  making  the  financial 
sei-vant  of  central  planners'  in- 
velopment  policies  for  too  long, 
avoid  the  mistakes  made  by 
)ws  Di  Weiping,  executive  vice- 
of  the  PBGC's  Shanghai  branch. 
)  biUion  worth  of  inistakes  al- 
ina  can  ill  afford  more. 
rter  Roberts  in  Beijing  and 
Clifford  in  Hong  Kong 


SOUTH  KOREA 


PLENTY  OF  LAND  MINES  AHEAD 
FOR  SEOUL 

The  IMF  rescue  will  almost  surely  spark  a  political  melee 


For  nearly  a  week.  South  Korean  Fi- 
nance Minister  Lim  Chang  Yuel 
shuttled  day  and  night  between  the 
Blue  House — Seoul's  presidential  palace — 
and  the  posh  Hilton  Hotel  to  negotiate 
with  two  intransigents  as  he  attempted 
to  defuse  the  country's  biggest  financial 
crisis  in  decades.  On  one  side:  a  team 
fi'om  the  International  Monetaiy  Fund 
insisting  that  Seoul  immediately  shut 
down  shaky  financial  institutions  as  a 
condition  for  a  $55  billion  bailout.  On 
the  other:  Korean  officials  facing  the 


elections  just  two  weeks  off,  opposition 
leader  Kim  Dae  Jung,  who  is  loinning 
neck-and-neck  with  ruling  party  candi- 
date Lee  Hoi  Chang,  has  threatened  to 
renegotiate  the  imf  deal  if  it  leads  to 
mass  layoffs.  Nor  are  there  ironclad 
guarantees  that  Korea's  overstretched 
conglomerates,  or  chaebol,  will  rein  in 
their  torrid  expansion  in  everything 
from  cars  to  computer  chips. 

Regardless  of  the  deal's  face-saving 
veneer,  however,  Korea  Inc.  clearly  is  in 
for  a  transfonnation.  Foreigners,  who 


threat  of  a  nationwide  xj/a  cppTTpTrrv 
sti-ike  if  it  caves  in  to  imf         oriV^UKl  1 1 

demands.  Employees  of  financial 

The  compromise  that  institutions  Staged  an 
^^tTJiS  Z^.X  ang,y  protest  over  IMF 

in  either  camp.  And  it's  pressure  tO  shut  shal(y 

likely  to  lead  to  months  banks.  For  now,  Only  one 
of  economic  tm-moil  and  merchant  bank  wilfclose 

political  infighting.  In  re- 
turn for  a  package  of  emergency  loans, 
Seoul  agreed  to  slash  public  spending 
and  reduce  its  economic  gi'owth  target 
from  6%  to  3%  in  1998.  But  rather  than 
immediately  shutter  a  dozen  virtually 
insolvent  merchant  banks,  as  the  imf 
insisted,  Korea  promised  to  close  just 
one  and  give  the  rest  another  three 
months  to  sort  things  out.  It  also  flatly 
ruled  out,  for  now,  closing  any  of  its  25 
commercial  banks. 

To  Western  critics  of  the  deal,  that 
seems  to  leave  the  door  open  for  Kore- 
an politicians  to  postpone  meaningful  fi- 
nancial reforni.  Indeed,  with  presidential 


have  largely  been  shut 
out  of  playing  a  major 
role  in  the  economy,  will 
for  the  fii'st  time  be  able 
to  buy  a  majority  of 
shares  in  public  compa- 
nies and  own  stakes  in 
banks.  Despite  a  hue  and 
cry  from  labor,  which  has 
organized  Korean  banks, 
failures  of  financial  institutions  seem  in- 
evitable. Lee  Jeong  Ja,  head  of  research 
at  HSBC  James  Capel  in  Seoul,  predicts 
that  four  more  merchant  banks,  in  ad- 
dition to  the  eight  ah'eady  "suspended," 
will  close — as  could  up  to  four  commer- 
cial banks. 

WEAK  POSITION.  This,  in  turn,  "will  send 
shock  waves  to  the  manufacturing  sec- 
tor," Lee  says,  as  lenders  are  forced  to 
call  in  credit  lines  ft-om  the  chaebol  and 
their  suppliers.  The  slowing  economy  is 
expected  to  add  up  to  1  million  workers 
to  the  unemployment  rolls. 

Foreign  agencies  should  be  able  to 
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COMMENTARY 

By  Karen  Lowry  Miller 


AFTER  KLAUS:  CAN  THE  CZECHS 
DO  MORE  THAN  TALK  ABOUT  REFORM? 


enforce  this  disciphne  because  Seoul's 
bargaining  position  is  weak.  Its  banking 
system  is  on  the  brink  of  collapse,  with 
an  estimated  $50  billion  in  bad  loans. 
After  a  futile  defense  of  the  won,  which 
has  plunged  by  2o%,  to  around  1,250  to 
the  U. S.  dollar  in  the  past  month,  foi- 
eign  resei"ves  are  believed  to  be  enough 
to  cover  less  than  two  months  of  im- 
ports. Foreign  banks  have  refused  to 
roll  over  some  $70  billion  in  short-term 
loans  that  come  due  within  a  year 

To  close  the  deal,  the  imf  did  agi'ee 
to  give  Seoul  more  time  before  shut- 
ting down  any  institution  that  doesn't 
meet  capital  reserve  requirements  of 
8%.  The  government  doesn't  want  to 
push  too  fast  because  it  feai's  spai'king  a 
cascade  of  more  chaebol  collapses.  But 
to  the  IMF,  egregious  fiscal  mismanage- 
ment can't  go  unpunished.  Many  new 
merchant  banks,  for  example,  lent  heav- 
ily to  conglomerates  that  already  were 
leveraged  to  the  hilt  without  demanding 
collateral.  They  also  made  huge,  highly 
leveraged  bets  on  risky  bonds  from 
Latin  America  and  Russia,  often  using 
funds  raised  from  shoil-term  borrow- 
ings abroad.  These  moves  were  disas- 
trous as  chaebol  started  defaulting  and 
the  won  melted  down. 

Forcing  the  imk's  terms  down  the 
throats  of  chaebol  and  the  unions  will 
still  be  tough.  Representatives  of  30 
chaebol  have  stated  they  will  oppose 
attempts  to  break  them  up.  While  the 
$93  billion  Samsung  Group  grabbed 

Korea  still  has  to 
service  some 
$70  billion  in 
short-term  loans  that 
come  due  within  a  year 

headlines  recently  by  announcing  it  will 
exit  dozens  of  businesses,  executives 
say  that  none  of  its  biggest  sectors — 
such  as  autos,  chemicals,  and  semicon- 
ductors— will  be  involved. 

Labor  also  is  bracing  for  battle.  If 
economic  restructuring  leads  to  a  wave 
of  layoffs  and  pay  cuts,  wanis  Korean 
Confederation  of  Tr'ade  Unions  spokes- 
man Chung  Sung  Hee,  "we  will  launch  a 
strong  stiTiggle  against  the  government 
and  the  IMF."  Such  bluster  is  unlikely 
to  move  the  imf.  But  it  could  make 
South  Korea's  fiscal  recovery  a  long  and 
painful  ordeal. 

By  Moon  Ililwan  in  Seoul 


Czech  Prime  Minister  Vaclav 
Klaus  has  departed  the  world 
stage  in  disgrace.  At  midnight 
on  Nov.  29,  after  half  his  Cabinet  had 
resigned,  he  stepped  down  over  a 
party  funding  scandal.  But  the  scan- 
dal was  just  a  pretext  for  his  Civic 
Democratic  Party  and  its  junior  part- 
ners to  force  out  a  leader  whose  time 
had  passed.  Rigid  and  unwilling  to 
countenance  criticism,  Klaus  had 
alienated  colleagues  and  voters  alike. 

It's  a  sad  exit  for  a  Prime  Minister 
who  began  his  tenure  as  a  champion 
of  free-market  capitalism.  But  Klaus 
is  no  martyi'.  Tine,  he  navigated  the 
Czech  economy  through  its  postcom- 
munist  transition.  But  unlike  Polish 
Finance  Minister  Leszek  Balcerowicz, 
Klaus  didn't  get  crushed  by  sticking 
to  his  beliefs.  Balcerowicz  enforced 
painful  economic  refonns  that  got 
Poland  on  track  beginning  in  1990. 
ViUfied  for  years,  he  is  now  again 
Poland's  Finance  Minister  and  a  hero. 
Although  Klaus's  supporter's  say  he  is 
being  similarly  punished  for  a  vision 
that  requii-ed  tough  measures,  noth- 
ing could  be  further  fi'om  the  tinth. 

In  fact,  Klaus  sidestepped  the  deci- 
sions that  would  have  forced  Czech 
companies  to  become  more  competi- 
tive. His  pi-ivatization  progi'am,  which 
transfen-ed  ownership  of  companies  to 
citizens  via  vouchers,  left  the  same  in- 
experienced bureaucrats  in  the  comer 
offices.  To  keep  unemployment  down, 
they  failed  to  restioicture.  Klaus  also 
coddled  the  state-owned  banking  sys- 
tem despite  mounting  losses,  as  banks 
lent  money  to  failing  companies.  So 
foreign  capital  has  long  favored  Hun- 
gary and  is  str-eaming  into  Poland. 
CYNICISM.  Klaus's  legacy — an  eco- 
nomic Potemkin  village — means  his 
successoi-s  will  have  an  even  harder 
time  turning  the  Czech  Republic  into 
a  mor-e  efficient  economy  Investor's 
have  grown  so  cynical  that  they  ar-e 
not  even  looking  for  bargains,  de- 
spite a  4%-plus  dr'op  in  the  stock 
market  on  Dec.  1,  to  a  22-month  low. 
"I  don't  know  how  many  times  I've 
hoped  for  change  in  the  Czech  Re- 
public and  been  disappointed,"  says 
Luca  Par-meggiani,  portfolio  manager 


SAD  EXIT:  Klaus  alienated  many 


for  $500  million  in  Easter-n  Europea 
funds  for  Zurich-based  Vontobel  As- 
set Management.  He  has  had  no 
money  invested  in  Pr-ague  for  sever 
months. 

The  danger  now  is  that  crucial 
economic  refor-ms  will  get  bogged 
down  in  pohtics.  Mor'e  sleaze  is  likel 
to  emerge  in  coming  weeks,  entan- 
gling other  members  of  the  rnihng 
coalition.  The  best  scenario  would  b 
for  President  Vaclav  Havel,  char-ged 
with  inviting  a  candidate  to  for-m  a 
government,  to  call  on  a  nonpohtical 
technocr-at,  such  as  centr-al  banker 
Josef  Tosovsky,  to  take  charge. 

Even  such  a  solution  could  pr-ove 
fi-agUe,  leading  to  early  elections  nex 
year".  With  Social  Democratic  Party 
leader  Milos  Zeman  r'apidly  ascendin 
in  popularity  polls,  a  quick  vote  couk 
produce  a  sociahst  goverTiment  and 
put  the  economy  in  deeper  tr'ouble. 

Klaus's  departur-e  is  a  good  fii'st 
step  toward  helping  the  Czech  Re- 
public live  up  to  its  potential.  But 
only  if  it  is  followed  by  a  govern-  I 
ment  committed  to  reform  in  word  j 
and  deed. 


FrankfuH  correspondent  Lom~y 
Miller  covers  Central  Europe. 
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History  suggests 
even  the  loftiest 
organizations 
sometimes  have 
difficuhy  sharing 
information. 


{  Tower  Of  Babel  circa  2300  BC. 


at 


Like  the  Tower  of  Babel,  history  has  shown 
that  when  organizations  try  to  communicate 
with  each  other,  it  can  often  lead  to  chaos  and 
confusion.  So  when  one  of  the  world's  leaders 
in  the  global  insurance  industry  decided  to 
link  its  operating 
units,  customers 
and  supphers 
under  a  single 
network,  it  was  a 
lofty  undertaking 
indeed. 

But  thanks  to 
Control  Data,  it 

represents  the  --^  ^ 

loftiest  example  to  ><^ 
date  of  how  large 
enterprises  of 
every  scope  can 
share  information 
on  a  global  scale, 
with  tangible, 
bottom-line  results. 
Control  Data  is 
providing  the  mes- 
saging technology 
and  global  infra- 
structure that  will 
enable  insurance 
industry  participants 
to  communicate, 
trade  and  share 
information 


electronically,  while  protecting  and  leveraging 
investments  made  in  diverse  IT  systems. 

By  replacing  the  paper-  and  cost-intensive 
methods  that  have  impeded  efficiency, 
service  and  profits,  Control  Data  is  helping 

the  insurance  industry 
handle  messages  and 
document  exchange 
with  unprecedented 
speed  and  efficiency. 

When  it  comes  to 
building  electronic 
infrastructure  - 
messaging,  directories, 
security,  information 
sharing  -  we  can 
handle  any  scale 
project.  And  with 
results  as  dramatic  as 
the  scope  of  the  job 
itself:  lowered  costs, 
increased  revenues, 
improved  quality  and 
increased  speed. 

We're  an  electronic 
commerce  systems 
integrator,  with  a 
series  of  IT  solutions 
we  call  Rialto.  And 
we  welcome  your  call: 
1-888-R1ALTG4.  Or 
visit  us  on  the  Web: 
http  :/7www.cdc.cam. 


a    Integration    l  ^     ^  a  n  y    (Sg)  CONTROL  DATA 
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EUROPE 


A  PENSION  BONANZA  BECKONS 
ON  THE  CONTINENT 

Companies  are  rushing  in  as  nest-egg  investing  catches  on 


Peter,  a  37-yeai-old  senior  manager  at 
a  midsize  German  industrial  com- 
pany who  makes  $140,0(J0  a  year,  is 
getting  nervous.  Talk  of  cutbacks  in 
Ger-many's  underfimded  retirement  sys- 
tem has  him  doubting  that  the  govern- 
ment will  be  able  to  provide  him  with 
an  adeciuate  pension  when  he  hits  65. 
Indeed,  retirees  these  days  are  getting 
an  average  of  only  $13,000  a  year.  So, 
starting  next  year,  he  is  planning  to  put 
up  to  $280  per  month  into  equity  mutu- 
al funds  earmarked  for  retirement — 
even  though  he'll  get  no  tax  break  for 
doing  so.  Meanwhile,  he  rails  against 
Germany's  leaders.  "Never  get  into  the 
trap  of  beheving  politicians,"  he  gripes. 

Peter  represents  a  ti-end  that  many 
financial  executives  see  as  one  of  the 
biggest  business  opportunities  ever 
in  Europe.  Citizens'  fears 
about  being  left  des- 
titute  by  bankrupt 
government  sys- 
tems, coupled  with  the  advent  of 
a  single  currency  in  January, 
1999,  seem  certain  to  force 
a  revamping  of  Europe's 
state  pension  schemes. 
Reform,  in  turn,  vdll 
ch-amatically  expand  fi- 
nancial  markets,  in- 
creasing European  pension 
assets  an  estimated  ninefold, 
to  $9  trillion  by  2020.  "Pen- 
sion reform  is  the  single 
most  imjxjr'tant  legislative   -  !\  J 

change  needed  to  create  competi-  g^"^"^' 
tive  capital  markets  in  Ger-  ^'^^  ' 

many  antl  the  rest  of  EuT'ojie,"  ^  ' 

says  Paul  M.  Achleitner,  who 
heads  Goldman,  Sachs  &  Co.'s  Gei 
man  unit. 

Many  governments  are  postponing 
the  inevitable.  They  fear  that  offering 
tax  deductions  to  promote 
pensions  will  cut  into  rev-  V 
enues  and  swell  their  buc 
get  deficits.  So  jittery  in 
vestors  are  creating  a 
supplemental  pension 
market,  purchasing 
everything  fi'om  annu- 
ities to  mutual  funds  to 
shore  up  theii'  nest  eggs 

Companies  are  already  posi 


tioning  themselves  for  the  bonanza.  In- 
deed, the  prospect  of  a  huge  market 
for  high-return  investments  was  one 
reason  behind  Merrill  Lynch  &  Co.'s 
$5.2  billion  bid  for  Britain's  Mercury 
Asset  Management  Group  PLC  in  No- 
vember And  major  U.  S.  financial  out- 
fits, from  Bankers  Ti'ust  New  York 
Corp.  to  Fidelity  Investments,  ai'e  going 


Reform  could  drastically 
expand  financial  markets 
boosting  pension  assets 

to  $9  trillion  by  2020 
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after  the  European  market,  too.  Viija 
ally  every  big  European  bank  and  ti 
surance  company  is  expanding  its  \h 
sion  products  and  services.  ' 

One  reason  for  all  the  activity  is  t'p. 
many  Continental  pension  systems  h 
nearing  a  crisis  point.  Most  are  pay* 
you-go  state  plans  with  no  money  f 
aside  ahead  of  time  to  pay  benelg 
Many  are  also  over-generous.  Frai* 
pays  out  nearly  70%  of  employees'  gij? 
salary,  and  Germany  half,  compa^; 
with  about  30%  in  Britain  and  i 
Netherlands.  As  baby  boomers  h^ 
into  retirement,  such  system.s  are  j}- 
coming  increasingly  untenable.  | 
DRAGGING  THEIR  FEET.  In  the  few 
tions  where  significant  reforms  h 
passed,  results  have  been  di'amatic 
1988,  Britain  started  giving 
deductions  for  personal  pensij 
designed  to  supplement  stf 
benefits.  By  last  year,  such  p) 
ucts  accounted  for  27%  of  the  i 
billion  in  long-term  premii^ 
generated  by  its  insurance  ini 
try.  In  the  Netherlands,  the  q 
servants'  pension  fimd,  which 
privatized  last  year,  has  $110  f 
lion  in  assets,  second  on\} 
the  California  Public 
— .  pioyees'  Retirement  Syst| 
Other  Continental  gov 
ments  are  ch-agging  their 
But  Europe's  move  towan 
single  currency  could  be  the  catai 
for  change.  That's  partly  beca| 
Inidget-deficit  limits  mandated  u: 
Eiu-opean  Monetaiy  Union  regulat; 
make  it  increasingly  difficult  for 
ernments  to  subsidize  state  pension] 
Meanwhile,  market  forces  are  li 
to  create  new  options  for  retire 
savers.  European  mutual-fund  as 
have  nearly  tripled  since  1991,  to 
trillion  at  midyear,  figm-es  Lipper 
lytical  Services  International  Corp., 
pension  jitters  have  had  a  lot  to 
with  that  gi'owth.  For  instance, 
lelity's  European  pension  assets 
(ler  management  have  doul 
since  1995,  to  $9.3  billion. 

Still,  there's  a  hmit  to  1 
much  companies  can  do  w 
out  new  tax  breaks  to 
courage  a  shift  to  private 
tirement  funds.  "It  will 
too  late  if  governments  \ 
until  I'etirees  really 
hmling,"  says  Paul  O'Doni 
a  London-based  managing 
rector  at  Bankers  Trust.  Just  ab 
everyone  involved  knows  that.  Now, 
just  a  matter  of  taking  it  to  heart. 

By  Thane  Peterson  in  Frankf 
with  burean  reports 


lerrill  Lynch 

on  opening  markets 
by  opening  eyes. 


In  emerging  nations  like  those  of  Southeast 
Asia,  knowledge  is  a  powerful  economic  develop- 
ment tool.  And  today,  no  one  in  the  world  uses  it 
more  effectively  than  Merrill  Lynch.  For  with 
people  in  every  key  country  and  capital  market, 
we  see  the  world  as  no  one  else  can.  Which  means 
we  can  put  developing  economies  into  perspective 
for  people  everywhere.  Opening  the  eyes  of  the 
world  to  a  country's  potential  makes  a  difference! 
To  our  clients  and  to  people  everywhere. 

The  difference  is  Merrill  Lyncii. 


Merrill  Lyncli 

,      A  tradition  of  trust.. 


A  dilemma  for  your  accountanti 
Is  it  travel? 


y 


Or  entertainment? 


vVhile  your  CPA  wrestles  with  that  dilemma,  you  can  enjoy  the  new  Lincoln  Town  Car  for  what  it  really  is:  a  refined,  six-passeng( 
uxury  sedan  with  improved  steering,  a  responsive  overhead  cam  V-8  engine  and  the  kind  of  poised  handling  that  comes  froni; 


LINCOLN 


i 


ear-wheel-drive  chassis.  All  of  which  makes  spending  time  in  the  new  Town  Car  time  well  spent  For  more  information 
eb  site  at  wwwlincolnvehicles.com,  or  call  1  800  446-8888  for  a  free  brochure. 

new  Town  Car  from  Lincoln.  What  a  luxury  car  should  be. 
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JAPAN'S  TEETERING  ECONOMY 
GOULD  BRING  HASHIMOTO  DOWN 


Posters  of  Prime  Minister  Ryutaro  Hashimoto,  clad  in  a  ki- 
mono and  bi-andishing  a  maitial-aits  kendo  pole,  adoin 
walls  all  ovei'  Japan.  During  his  eountiy's  severe  bout  of 
financial  woes,  though,  his  perfoirnance  has  fallen  far  short  of 
the  can-do  image  he  loves  to  project.  Instead  of  dominating 
the  situation,  he  has  been  weak  and  waffling. 

Around  Nagata-cho,  Tokyo's  Capitol  Hill,  speculation  is 
rife  that  Hashimoto's  political  survival  is  at  risk.  If  he  doesn't 
rebound  soon,  he  could  be  toppled  in  a  party  coup.  Ruling 
Liberal  Democratic  Party  (ldp)  factions  behind  Foreign  Min- 
ister Keizo  Obuchi  oi'  even  Secretary-Genei'al  Koichi  Kato,  a 
Hashimoto  ally,  could  delivei'  the  fatal 
blow.  "His  base  within  the  party  isn't 
that  strong,"  says  Minoru  Makihara, 
pi'esident  of  Mitsubishi  Corp. 

Weakness  at  the  top  is  wreaking  hav- 
oc. The  more  Hashimoto  vacillates,  thr 
more  power  slips  back  to  the  ldp's 
zokit,-giin — party  hacks  who  have  cozy 
ties  to  the  ministries  and  the  industries 
they  regulate.  They  nixed  Hashimoto's 
plans  to  privatize  the  huge  state-run 
postal  savings  system.  Their  revival 
sounds  the  death  knell  for  serious  eco- 
nomic refoiTn  from  deregulation  to  pinn- 
ing Japan's  bloated  bureaucracy. 

DITHERING.  Hashimoto's  fate  hangs  on  a  j)ackage  he'll  unveil  on 
Dec.  10.  To  siu-vive,  he  must  revive  Japan's  comatose  economy 
that  fell  into  recession  in  the  six  months  through  Sept.  80.  He 
must  also  bolster  Tokyo's  rickety  financial  sector.  Failiu'e  might 
spai'k  a  run  on  banks  that  could  endanger  the  economy. 

Public  confidence  in  Hashimoto  is  low  following  a  series  of 
nasty  incidents.  After  four  bank  and  bi'okerage  failures,  cus- 
tomers began  yanking  dejjosits  from  Japanese  banks  and 
fled  to  foreign  rivals  such  as  ("itibank.  A  distraught  stock- 
biTjker  jumjjed  to  his  death  fi'om  an  Osaka  skyscraper  An  in- 
famous sokfii//a,  or  racketeer,  pleaded  giiilty  to  accepting 


HASHIMOTO:  A  coup  could  toppl 


$96  million  in  payoffs  for  concealing  from  public  view  the  di 
secrets  of  a  major  bank  and  four  big  securities  houses. 

Hashimoto  has  dithered.  He  flip-flopped  on  whether 
goveiTiment  should  pi'otect  bank  depositors  from  losses, 
opposed  the  policy,  then  reversed  himself  on  Dec.  1.  Forr 
Prime  Minister  Kiichi  Miyazawa,  meanwhile,  seized  the 
tiative:  With  other  ldp  faction  bosses,  he  has  started  call 
the  shots.  Miyazawa,  for  example,  heads  a  hastily  fom 
LDP  committee  on  financial  stability.  He  used  the  post 
torpedo  the  Finance  Ministry's  "convoy  method"  of  hand! 
financial  siiualls,  whereby  larger  banks  dealt  with  the  pr 
lems  at  smaller  ones.  Instead,  he  de^ 
ed,  the  government  needed  to  act. 

But  the  ticklish  task  of  .selling  a  c 
cal  [jublic  on  a  bank  bailout  still  fall 

tv  ■  Hashimoto.  It's  a  political  minefield  1 1. 

1  .  I^HI  could  cost  taxpayers  $80  billion— 

J  *•  '^^■BV  Hashimoto  his  job.  It  exposes  hin 
charges  of  cronyism  for  rescuing 
tn])t  or  inept  bankers.  Precedents 
such  a  move  are  unfavorable.  In  e; 
1996,  a  $6  bUlion  scheme  to  salvage  b 
ed  jmen,  or  housing  lenders,  trigge 
demonstrations.  Hashimoto  could  a\|l 
unrest  by  ensuring  that  public  mo 
goes  only  to  depositors,  leaving  mai'l 
to  decide  the  fate  of  banks  and  brokers. 

Revving  up  the  economy  requires  equally  deft  footw 
Hashimoto  is  fixated  on  slashing  the  budget  deficit,  now  6' 
gross  domestic  product.  But  analysts  say  the  loss  of  key 
port  markets  in  Asia  means  that  Hashimoto  must  reverse 
hikes  he  set  in  April.  Even  with  big  tax  cuts,  an  economici 
vival  before  1999  is  remote. 

That  could  be  too  late  to  save  Hasliimoto's  career.  Like  I 
kendo  master  he  aspires  to  be,  the  Prime  Minister  reqi; 
quick  thinking — and  a  big  stick — to  do  the  job. 

By  Brian  Bremner  in  7b| 


GLOBAL  WRAPUP 


ASIAN  BACKWASH  HITS  RUSSIA 

►■  Russian  Ti'easury-bill  rates  soared 
to  45%  on  Dec.  3,  compared  with 
their  17%  low  for  the  year,  as  a  bout 
of  Asian  financial  flu  hit  the  country 
full  blast.  Foreign  investors,  after 
waiting  the  mandatory  one  month 
to  repatriate  cash,  are  hot-footing 
it  from  Russia.  Central  Bank  re- 
serves plummeted  $3  billion,  to  $18 
billion,  in  little  more  than  a  week. 
The  stock  market  is  off  40%  since  its 
fall  peak. 

The  delaved  reaction  to  the  latt?- 


October  Asian  meltdown  couldn't  be 
worse  timed.  The  Russian  economy 
was  showing  the  first  signs  of  recov- 
ery after  six  years  of  decline.  Higher 
interest  rates  could  snuff  out  the  up- 
turn and  plunge  Russia's  budget 
deeper  into  deficit.  Because  of  weak 
share  prices,  the  government  post- 
poned the  privatizations  it  had 
planned  for  December  to  raise  biUions 
of  dollars. 

The  Russian  government,  in  the 
meantime,  is  trying  to  persuade  the 
International  Monetary  Fund  and  the 
World  Bank  to  release  as  much  as 


$1.2  billion  in  loans,  delayed  becaus^ 
Russia  has  not  met  tax-collection  ta 
gets.  It  also  is  trying  to  arrange  a 
billion  loan  from  Western  banks. 

Political  problems  are  exacerbatinj 
the  financial  crisis.  The  State  Duma,| 
parliament,  has  blocked  passage  of 
cnicial  tax  legislation  and  the  1998 
budget.  The  Duma  also  has  been  prel 
suring  President  Boris  N.  Yeltsin  to] 
fire  Anatoly  B.  Chubais,  Russia's  ecc 
nomic  czar.  Just  when  Russia  needs 
Chubais  the  most,  he  is  distracted  ai| 
weakened. 

Bi/  Patricia  Kranz  in  Mosc 
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SHOPPING  MALLS 


CAN  YOU  KEEP  EM 
DOWN  ON  THE  MALL? 

Owners  bet  on  kiosks  offering . . .  practically  everything 


As  you  walk  through  the  mall  this 
holiday  season,  pause  to  admire 
the  poinsettias,  fountains,  benches, 
and  other  nonrevenue-producing 
niceties  in  the  hallways.  They're  about 
to  got  some  company. 

Indeed,  things  may  soon  get  pretty 
crowded  out  there  in  mall  land.  The  na- 
tion's biggest  mall  owners,  Simon  De- 
Bartolo  Group  and  General  Growth 
Properties  Inc.,  are  roUing  out  plans  to 
put  their  hallway  and  back-office  space 
to  better — read  more  profitable — use. 
And  the  New  Mall,  as  it  is  known  in  de- 
veloper circles,  is  likely  to  put  quite  a 
squeeze  on  such  unproductive  freebies 
as  benches.  In  an  effort  to  multiply  the 
reasons  to  hit  the  mall,  developers  are 
hatchir.u'  schemes  to  turn  every  avail- 
able nook  and  cranny  into  selling  space. 
"We  don'i  view  this  as  cluttering  up 
the  mall  but  as  exteii 'ing  the  breadth  of 
what  can  be  obtained,"  says  David  Si- 
mon, president  of  Indianapolis-based  Si- 
mon DeBartolo. 


Ah-eady,  in  malls  such  as  ("ircle  Cen- 
tre in  Indianapolis,  Simon  DeBartolo 
has  installed  a  collection  of  kiosks  and 
video  walls  in  what  was  once  an  open 
hallway.  These  souped-up  atms  and 
stacked  TVs  offer  customers  eveiything 
from  cash  to  concert  tickets.  And  that's 
just  a  start.  Over  the  next  foui"  years, 
the  company,  which  owns  187  malls 
across  the  U.S.,  plans 
to  offer  gift  certificates, 
job  leads,  airline  tick- 
ets, and  long-distance 
telephone  cards  via 
electronic  kiosks  placed 
in  common  areas. 
Back-office  space,  once 
devoted  to  mall  em- 
ployees, will  be  con- 
verted to  house  non- 
retailing  tenants,  from 
day-care  centers  to 
brokerage  and  insur- 
ance offices. 

Simon's  theory: 


SHOPPER  FATIGUE 


DATA  DELOinE  8.  TOUCHE  LLP 


Malls  are  missing  a  grand  selling 
portunity  by  sticking  to  traditional  njli 
merchandise,  such  as  clothing  jjjLl 
housewai'es.  Expand  mall  offerings,  t|c 
shoppers  will  have  more  reasons  to  ^ 
it.  And  the  more  time  the  1.5  billjri 
shoppers  who  enter  its  malls  every  y! 
spend  there,  the  more  likely  they  an 
buy  things.  "Because  of  our  size 
our  scope,  this  has  really  allowed  us 
turn  on  the  marketing  lightbulb 
promote  more  goods  and  services,"  ||- 
mon  says. 

For  some  shoppers,  the  idea  has  p- 

i 

ON  THE  MENU:  Casl\ 
tickets,  and  job  lea^ 

 ^- 

peal.  Carol  Curtis 
Lisle,  111.,  says  s 
kiosks  would  make  )s 
mall  trips  more  pB- 
ductive.    "You  h^- 
more  one-stop  shlj 
ping,"  she  says.  % 
big  risk,  of  course  jL< 
that  many  others  p^: 
by  the  jazzed-up  \dop 
unnoticed.  j 
QUICK  VISITS.  For  fc 
developers,  succesas 
essential.  That's  p 
cause  shoppers  j^', 
don't  flock  to  malls 
way   they  used 
Overall  sales  growt! 
malls  nationwide  1; 
behind  inflation,  rii 
just  2.9%  last  yi 
says  the  Intemati 
Council  of  Shoppj 
Centers.  Altiiough  developers  have 
tinued  to  hiuld  more  retail  space,  s 
per  square  foot  at  the  nation's  shopp 
centers  have  been  nearly  flat  for  f 
years,  according  to  consultants  Delo 
&  Touche  (chart). 

Moreover,  shoppei-s  spend  less  tini( 
malls  than  they  used  to — now  an  a\ 
age  76  minutes  per  visit,  down  m 
than  half  an  hour  fr 
the  glory  shopp 
days  of  the  '80s,  s 
Wendy  Liebmai 
president  of  M 
Strategic  Retaill 
New  York-based  c 
suiting  fii-m.  "The 
traffic  diivers — dep; 
ment  stores  and  s 
cialty  shops — no  lo 
er  do  the  job  v 
enough,"  she  says. 

Of  course,  this  i: 
the  fu"st  attempt  m| 
have  made  to  re 
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concerned  with  elf 
ne,  Mikey  Malaney 
iy  or  nlce?J 


:onision  avoidance 


s  will  improve  flight 


this  season. 
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ture  shopper  loyalty.  The  most  popi 
tactic  of  the  '90s  has  been  adding  me 
entertainment  to  shopping  centd 
Roller  coasters,  imax  Corp.  theat^ 
and  other  attractions  sprang  up.  Sc 
malls  have  simply  added  multif 
movie  theaters  or  theme  restaiu'ant^ 
boost  their  entertainment  offerings.  Cj 
ers,  like  the  Mall  of  America  in  M 
neapolis  and  Forum  Shops  at  Caea 
Palace  in  Las  Vegas,  have  created  n\ 
based  amusement  parks. 

But  added  entertainment  is  too 
pensive  to  roll  into  every  mall  in  si 
urbia.  That's  why  Simon  and  ggp  hJ 
settled  on  hall-based  kiosks.  SettI 
them  up  requires  little  up-front  cl 
And  in  addition  to  luring  consumers  [ 
to  shop,  mall  owners  collect  cash  in  I 
form  of  leases  and  service  fees.  GGPj 
ready  has  90  such  kiosks  up  and  ij 
ning  in  its  120  malls;  75  more 
planned  in  1998,  says  ggp  Presidl 
Robert  Michaels.  "Success  isn't  just 
quality  of  your  anchors  or  entert; 
ment,"  he  says.  Shoppers  are  looli 
for  a  wider  array  of  shops  and  servi 
"from  the  brokerage  finn  to  the  resi 
rant  to  the  theater  to  the  ice  rink." 
mon  predicts  its  kiosks  will  gener 
.$70  miUion  in  revenues  by  2002.  B 
companies  ai'e  also  adding  them  to 
in  Europe,  Asia,  and  Latin  America 
HELP  WANTED.  Can  kiosks  help  restj 
the  nation's  shopping  malls  to  their 
mer  glory?  Wall  Street  is  skeptil 
largely  because  kiosks'  track  record  | 
not  been  strong.  Analyst  Craig  Sci 
of  Men-ill  Lynch  &  Co.  says  eai-her 
erations  of  the  mteractive  kiosk,  sucll 
one  tried  by  Lands'  End  Inc.  in  ij 
have  not  proven  very  popular 
shoppers  or  profitable  for  owners, 
this  point,  it's  veiy  speculative,"  he  s| 

So  far,  retailers  are  more  suppor 
Merchants  are  most  interested  in  kicj 
and  back-office  space  that  operate 
ployment  centers — a  bonus  to  retaij 
constantly  on  the  hunt  for  new  staf 
J.  C.  Penney,  Wet  Seal,  and  Sear! 
Roebuck  have  already  signed  up  to[ 
GGP's  kiosks,  which  pipe  informal 
from  Olsten  Staffing  Services  into] 
maUs.  And  since  most  of  the  early 
offerings  are  items  not  traditionally 
in  the  mall,  few  view  the  new  techr 
gy  as  competition. 

Still,  it's  too  soon  to  tell  if  the  nev 
ferings  will  succeed  in  bringing 
customers  to  the  mall — or  getting  t]| 
to  spend  more  when  there.  Says 
nifer  Edwai'ds,  Indianapolis  district 
ager  for  Victoria's  Secret  Ltd.:  "We 
know  if  people  ai'e  using  them,  excep 
get  money."  At  least  it's  a  start. 

By  De'Ann  Weime?'  in  C/rifj 
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^^Outsourcing  is  usitering 
in  a  golden  era  of  optimum 
organizational  efficiency 
as  the  'Changeware' 
in  a  revolution  from 
vertical  to  virtual,  ff 


Frank  Casale,  Executive  Director,  The  Outsourcing  Institute 
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From  VerNcol  To  VirFuol  -  The  Race  Fo  Chang 


trategic  outsourcing  is 
emerging  as  one  of 
the  fastest-growing 
management  tools  of 
the  decade. 
Today's  busmesses  fiave  spent  tfie 
past  few  years  scaling  a  mountam 
made  of  rapidly  changing  and 
increasingly  complex  busmess  forces. 
But  despite  how  high  each  managed 
to  climb,  they  have  all  landed  at 
the  same  place  -  the  edge  of  an 
organizational  revolution  that  affects 
them  equally,  regardless  of  industry, 
size,  or  business  principles 

As  the  going  gets  rougher,  it  is 
clear  that  the  job  of  managing  all 
the  environments  necessary  to  get 
to  the  top  cannot  be  handled  by  a 
single  organization  working  alone 
The  complexity  of  operations,  the 
regulation  and  deregulation  of 
markets,  the  steady  and  rapid  advance 
of  technology,  and  the  need  for 
constant  growth  are  conditions 
that  require  core  competence  in 
too  many  functional  areas. 

This  business  climate  demands  that 
companies  live  and  breathe  change. 
In  fact,  change  is  the  key  word  of  the 
outsourcing  revolution.  As  new 
paradigms  emerge  on  how  to  manage 
company  structure,  work  flow,  resource 
acquisition,  opciitions  management, 
and  even  competitors,  it  is  outsourcing 
that  remains  constant. 

The  outsourcing  revolution 
helps  the  organizatu  n  ride  the 
sea  of  change. .  .  from  hie  rarchical 
to  flat  .  from  tactical  to  strategic. . . 
from  vertical  to  virtual. 


Traditionally,  outsourcing  assisted 
companies  in  cutting  costs,  improving 
business  focus,  and  freeing  manage- 
ment from  day-to-day  operations. 
And  it  still  does.  But  the  nature  of 
outsourcing  is  undergoing  a  trans- 
formation in  both  its  use  and  its  impact. 

Companies  are  using  outsourcing 
to  gain  long-term  flexibility,  consistent 
best  practices,  and  new  skills  It  is 


a  business  fast  and  smart  enough  to 
get  to  the  top  of  the  mountain  and 
make  its  mark. 

How  does  it  work:'  Outsourcing 
as  "Changeware"  offers  businesses 
innovative  ways  to  enter  or 
create  new  markets  rapidly 
v/ithout  significant  up-front 
investment  of  resources.  It 
provides  a  modular  environment 


Change«ware  (chanj'war)  m  a.  The  tools, 

tactics  and  methodologies  that  today's' 
corporate  leaders  are  employing  to  transform 
organizations,  h.  the  resources  required  to 
facilitate  corporate  evolution  to  a  more 
resilient,  competitive  and  profitable  model; 
-  outsourcing,  syn. 


helping  firms  change  corporate 
culture,  gain  access  to  premium 
thinkers,  and  implement  world-class 
capabilities  and  technologies. 

Outsourcing's  impact  is  felt  as  it 
becomes  an  integral  and  fundamental 
part  of  the  way  work  gets  accomplished, 
of  how  companies  provide  value  to 
customers  and  stockholders,  and  as 
a  means  of  ensuring  the  growth  and 
financial  stability  of  the  organization. 

Using  outsourcing  as  a  strategy 
for  serious  organizational  change 
heralds  the  beginning  of  a  new  era. 
An  era  of  outsourcing  as  the  tool,  the 
method,  the  "Changeware"  that  moves 


where  it  is  possible  to  scale  up  and 
ramp  down  depending  on  seasonal 
forces  and  production  needs. 

It  IS  clear  that  as  the  pace  of 
change  accelerates,  few  companies 
can  excel  on  all  fronts  Nor  can 
they  afford  to  be  saddled  with 
the  responsibility  of  building  and 
maintaining  infrastructure  for 
essential,  but  non-core  parts  of 
their  business  such  as  telephones, 
mailrooms,  credit  collections, 
networks,  or  help-desk  services 

Outsourcing  provides  companies 
with  a  streamlined,  efficient,  and 
knowledgeable  operation  that  doesn; 
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have  to  be  managed  on  a  day-to-day 
basis  It  makes  possible  holding  another 
company  to  specific  measurements 
and  quantifiable  returns  in  areas  that 
were  historically  hard  to  pin  down  In 
data  services,  this  can  mean  hard  numbers 
and  reports  on  database  transactions, 
system  up-time,  and  cost-per-transaction. 
For  help-desk  functions,  it  translates 
into  monitoring  response  levels, 
number  oi  complaints,  completed 
work  within  a  period  of  time,  cost 
targets,  and  customer  satisfaction 

Emerging  from  the  outsourcing 
revolution  is  a  new  model  of  business. 
It  is  characterized  by  a  company 
committed  to  doing  more  with  its 
core  competencies  and  relying  on 
similar  core-centered  companies  - 
with  complementaiy  skills  -  to  supply 
subsidiary  services  The  freedom 
from  unnecessary  labor  that  this 
arrangement  provides  encourages 
a  climate  of  growth,  allowing  organi- 
zations to  garner  new  clients  and 
gain  new  revenue  streams  from  core 
competencies  in  the  form  of  products, 
services,  consulting,  and  software. 

The  "Changeware'  -centered 
environment  -  of  companies  doing 
vi'hat  they  do  best  and  partnering  with 
other  core-centric  companies  -  is  a 
major  characteristic  of  the  new  business 
world  Executives  who  have  recognized 
this  and  are  aggressively  and  intelli- 
genily  leading  the  charge  of  organi- 
zational transformation  are  illustrated 
in  this  special  advertising  section 

These  cf)rporate  leaders  took  the 
reins  of  this  movement  and,  through 
outsourcing,  confidently  ventured 
into  new  businesses,  new  partnerships, 
and  uilimalcly  into  helping  reinvent 
the  corporation    They  are  proving 
that  the  new  model  ol  virtual, 
networked,  and  modular  outperform 
the  older  model  in  prtjductivity, 
growth,  and  return  on  investment. 
On  the  back  of  outsourcing,  they  arc 
successfully  riding  the  waves  of 


QUESTION: 

Why  is  outsourcing 
emerging  as  a  major 
strategic  force  in 
organizational 
management? 

"Outsourcing  is  thriving 
because  companies  are 
committed  to  refocusing  and 
doing  more  with  their  core 
business.  But  this  phenomenon 
is  a  moving  target,  therefore, 
there  has  to  be  adaptability 
of  change  on  both  sides  of 
the  outsourcing  arrangement. " 

Sam  Alheri,  Pnwieitl,  Sam  Albcii  Assocwtfs 

"Outsourcing  is  a  tremendous 
step  toward  the  necessary 
evolution  of  the  traditional 
customer/supplier  model. 
Both  parties  are  being  forced 
to  become  partners  —  each 
equally  dependent  on  the  other 
-  as  they  learn  to  thrive  in  a 
competitive  yet  interdependent 
landscape." 

Ken  Ducey,  Jt,  Director,  iWarketplaie  St'ri'icfs,  The 
Oitt^ourcintJ  hstitute 

"Outsourcing  is  the  tactical 
approach  that  most  companies 
will  select  to  weather  the  Year 
2000  storm.  The  silver  lining 
is  that  corporate  management 
will  wake  up  to  the  strategic 
uses  of  outsourcing  to  solve 
many  other  crucial  challenges." 

Joseph  R  Callo.  Presiiietit.  The  Daind  Grouft 

"Outsourcing  has  gone  from 
purely  tactical,  to  strategic, 
because  it  offers  increased 
flexibility  in  the  changing 
global  economy.   But  to  be 
successful,  it  demands  careful 
attention  to  why,  what,  and  to 
whom  you  are  outsourcing." 

Wculell  louei,  Kicf -PrfM.Jral,  WorlJuuJc  Sen'Ke 
1  ietivety,  /Jit^ild/  Ei^utpment  (  orporation 

"There  is  a  greater  recognition 
of  what  outsourcing  is,  and  the 
part  that  it  can  play  in  driving 
business  change.  Increasingly, 
the  most  successful  outsourcers 
are  recognizing  that  best  practice 
is  to  outsource  business  processes 
rather  than  functions,  and  treat 
the  vendor  as  a  true  partner 
rather  than  as  an  errant  servant." 

Snuoji  Tmh,  Mamiijiiuj  (  oii^ithanl, 
I'A  (  onsultimj  droup 


globalization,  the  advent  of  advanc 
communications  and  computer 
technologies,  and  increasing 
complexity  and  hypercompetition. 

These  companies  are  also  makin 
use  of  the  essential  equipment  of  th 
outsourcing  revolution  That  means 
using  communications  and  network 
technologies  to  provide  a  vital  link 
between  partnership  arrangements 
and  to  facilitate  communications  fk 
electronically.  It  lies  in  tmsting  and 
utilizing  the  "virtual"  paradigm  whe 
mobile  workers,  contract  employee 
collaborative  work  groups  -  all  the 
elements  of  a  virtual  corporation  — 
accepted  practice  because  they  wor 
It  takes  the  form  of  strategic  allianc 
with  reliable  service  providers  that 
actually  enhance  the  value  of  the 
overall  organization 

Traversing  all  this  change  is  not 
necessarily  an  easy  climb,  but  it  is 
necessary.  Some  of  the  pain  of  char 
lies  in  the  reallocation  of  power  ant 
the  reassigning  ol  boundaries.  Its 
weight  is  felt  in  the  shifting  of  jobs 
and  of  people.  One  major  barrier  is 
inertia  -  organizations  weighted  do 
with  out-of-date  business  processes 
and  stodgy  hierarchies  that  slow  it 
down.  Another  is  fear  and  resistanc 
to  new  ideas  and  innovations.  But 
the  most  damaging  is  the  inability  t 
recognize  the  next  wave  as  a  vital  r 
strategic  opportunity  and  act  swifti; 

But  thanks  to  efforts  of  organizati 
such  as  The  Outsourcing  Institute,  th 
is  a  lens  and  a  filter  into  the  changi 
world  of  outsourcing.  There  is  infoi 
mation,  advice,  forums,  and  researc 
available  about  this  organizational 
revolution,  including  access  to  a  wi 
choice  of  service  providers. 

According  to  Frank  Casale,  ' 

,  r 

executive  director  o\  The  Outsourc 
Institute,  the  use  of  outsourcing  is  f 
growing  at  an  unprecedented  rate.  >  ^ 
"The  strategic  use  of  outside  resour 
is  something  that  management  nee( 
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to  know  more  about,  if  they  are 
to  succeed, "  says  Casale.  The 
Outsourcing  Institute  is  dedicated 
to  providing  that  information. 

Businesses  that  embrace  the 
necessity  of  constant  cliange 
are  moving  forward  by  applying 
strategic  outsourcing  to  a  wide 
range  of  corporate  functions. 
Information  technology,  admini- 
strative processes,  customer  service 
call  centers,  human  resource 
administration,  and  global  tele- 
communications management 
are  just  a  tew  of  the  areas  where 
successful  C(jmpanies  are  outsourcing, 
which  helps  to  turn  their  balance 
sheets  to  gold. 

The  constancy  of  change  is 
evident  in  the  nature  of  outsourcing 
itself  Where  it  used  to  be  a  strategy 
for  very  large  companies,  it  is  now 
accessible  to  small,  medium,  and 
large  companies,  regardless  of 
the  market.  Turnkey  systems  are 
increasingly  available  that  design, 
integrate,  improve,  and  manage 
whole  environments  ranging  from 
networking,  telecommunications, 
and  information  technology,  to 
financial  and  administrative 
sei"vices.  As  a  living,  growing 
Ic^rce,  outsourcing  will  continue 
to  assist  businesses  as  they  move 
forward  and  face  new  challenges 
and  oppcjrtunities. 

The  1090s  will  be  known  as  the 
decade  o{  oLitsoiircing  as  "Changeware"  - 
the  to<jl  that  transforms  companies 
into  leaner,  more  competitive,  more 
prodiictive  entities.  As  this  special 
section  shows,  (outsourcing  improves 
bottom  line  perlormance  and  enhances 
operational  capabilities,  provides 
new  vision  and  insight,  helps  to 
define  and  achieve  new  products 
and  strategics,  and,  finally,  helps 
to  reenergize  and  reinvent  the 
corporation  to  succeed  in  the 
next  millennium 


About  The  Outsourcing  Institute 


Founded  in  1993,  The  Outsourcing 
Institute  has  emerged  as  the  premier 
source  of  independent  information 
for  buyers,  sellers,  and  observers  of 
outsourcing  and  related  markets 

The  New  York  City-based 
professional  association  and  global 
executive  network  serves  a  vital  role  as 
a  window  into  the  changing  world  of 
outsourcing.  It  meets  the  growing  need 
for  objective  and  timely  information, 
experience,  and  expertise  on  the 
strategic  use  of  outside  resources. 

The  Outsourcing  Institute's 
network  includes  a  distinguished 
Board  of  Advisors  and  a  network  of 
senior  professionals,  consultants,  and 
legal  experts  totaling  more  than  14,000 
individuals.  It  provides  a  repository  of 
information,  experience,  and  expertise 
on  a  complete  range  of  outsourcing 
issues  -  from  needs  analysis,  vendor 
selection,  contract  negotiations,  and 
assistance  in  preparing  RFP's  -  to 
outsourcing  measurement  and 
management  criteria 

Founder  and  executive  director 
Frank  Casale  is  the  architect  of  The 
Outsourcing  Institute's  network  of 
resources  and  programs  and  creator 
of  such  leading-edge  concepts  as 
"The  Second  Wave  of  Outsourcing  " 
and  the  emerging  role  of  the  "CRO" 
(chief  resource  officer). 

Casale  has  successfully  counseled 
hundreds  of  organizations  on  the  use 
of  outsourcing  as  both  a  tactical  and 
a  growing  strategic  management  tool. 
"Outsourcing  has  turned  a  corner  It  is 


increasingly  seen  as  a  strategic  mov( 
and  a  very  important  part  of  the 
overall  direction  of  a  successful 
organization, "  says  Casale. 

Through  advisors,  forums,  and 
independent  study.  The  Institute  servi 
as  a  gateway  to  the  outsourcing  mark 
place.  It  assists  its  membership  in 
leveraging  internal  and  external 
resources,  providing  access  into  the 
growing  and  changing  world  of  serv 
providers  and  outsourcing  channels 
As  keen  observers  of  the  outsourci 
market,  The  Outsourcing  Institute's 
wide  range  of  forums,  research,  andi 
information  sources  help  provide 
necessary  solutions  and  experience  i 
to  piece  the  outsourcing  puzzle  • 
into  a  successful  picture  for  any  j 
organization.  These  include: 

•  advisory  services 

•  industry  events 

•  media  forums 

•  newsletters 

•  publications 

•  training 

•  staffing 

•  consulting 

•  custom  research 

•  trends  and  issues 

•  web  site 

For  further  information  on  The 
sourcing  Institute  and  upcoming  eve 
such  as  "Managing  the  Outsourcing 
Relationship, "  "Measuring  ROl,"' 
and  "'Marketplace  Alliance  Strategies," 
please  call:  800-421-6767 
(outside  the  U.S.:  516-942-3508), 
or  visit  www.outsourcing.com. 


I  r.iiik  Casale,  Executive  Director,  I  he  Outsourcing  Institute 


BUSINESS  PROCESS  OUTSOURCING 


WHY  CBIITRES  OF  EXCEUBICE 
THAT  SPAN  THE  GLOBE? 


Price  Waterhouse  says  it's  for  strategic 
reasons:  Multinationals  want  to  build  shareholder 
value  and  helping  them  means  opening  Centres 
of  Excellence  to  manage  their  business  processes 
more  cost-effectively. 


Worldwide.  Price  WaterhoLi.se 
is  fast  L-staWisliing  Coilres  of 
Kxcdk'iiCL'""  in  tlie  Unitcti  States, 
Europe,  Latin  America,  antl  Asia 
Facilic  to  meet  the  growing 
demanti  for  Business  Process 
OutsoLiic  ing  services. 

Eacli  (X'litiv  ()f  /'Ixct'l/cncc  is 
grounded  on  an  initial  client 
rekitionshi]^.  The  Centre  is  orga- 
nized and  staffed  to  manage  sucli 
i)usiness  piocesses  as  finance/ 
accounting,  inteinal  aLidil,  lax 
compliance,  applications  process, 
procLirement/sourcing,  human 
resources,  real  estate  managenieni, 
and  others. 

"Our  firm  enters  into  long-term 
contracts  with  clients  to  provide 
the  re.sources,  technok)gy,  and 
cx|:)eitise  to  manage  their  non-core 
'  ■usiness  processes  more  cost- 
eilcctively  on  a  global  basis,"  says 


Thomas  O.  Beyer,  World  Leader, 
Ikisiness  Process  Outsourcing. 

"Each  Centre  has  the  critical 
mass  of  specialists  who  have 
in-depth  knf)wledge  of  business 
jirocesses,  reengineering,  change 
management,  applications  process, 
and  information  technology."  Beyer 
continues.  "Teams  of  multi- 
disciplined  specialists  work  with 
clients  to  streamline  operations, 
improve  performance,  as  well 
as  stabilize  and  ultimately  reduce 
ctjsts.  And  in  managing  client 
programs,  we  introduce  l^est 
practices  and  continuous 
improvements  to  help  them 
build  shareholder  value." 

Beyer  has  organized  the  firm's 
Business  Process  Outsourcing 
(iractice  as  a  separate  seivice  line 
which  is  fully  dedicated  to 
managing  client  operations. 


He  also  champions  the  Centre  o, 
Excellence  concept  as  the  most 
powerful  way  of  partnering  withJ' 
clients  to  deliver  the  level  and  \i 
quality  of  service  they  expect  in  - 
a  professional  relationship. 

Moreover,  many  multinational' 
are  organizing  on  a  worldwide 
basis  to  achieve  the  economies  i 
of  scale  needed  to  compete  i 
in  today's  global  marketplace, 
The  Centres  are  designed  to  ' 
serve  as  a  Global  Back  Office  " 
to  support  their  operations. 


UNITED  STATES 

Dallas.  The  Dallas  Centres  of 
lixcellence.  with  approximately 
400  business  process  outsourcinj| 
specialists,  are  organizing  specia'f 
industry-focused  units  to  serve  the 
insurance  inciustry,  financial  inst' 
tutions,  energy  companies,  and 
other  markets.  Each  unit  develop; 
creative,  industiy-specific  ouLsourcin 
solutions  that  help  clients  managt 
operations  more  profitably. 

PW  Financial  Solutions  (PWFi 
provides  financial  institutions  i 
with  a  full  range  of  back-office 
financial,  accounting,  and 
administrative  services  using  ' 
client/.server  processing  systems.u 

PW  Partner  Mike  Benston  say,j 
"Our  vision  is  to  provide  clients 
with  back-office  processing 
solutions,  a  variable  and  lower  I 
cost  structure,  and  improved  ■ 
productivity  -  as  well  as  better 
information  that  they  can  u.se  to 
develop  and  market  new  producil 
and  services."  : 

One  such  client  is  TIG  Holding 
a  propeity/casualty  insurer  with  j 
$9  billion  in  assets.  Under  a  ten-yea 
contract,  PWFS  manages  the  back 
c:)ffice  -  general  accounting,  i 
financial  and  regulatory  reporting, 
budgeting,  treasury  and  cash 


ement.  Also,  integrated 
ation  systems  are 
designed  to  support 
business  processes  and 
/e  customer  service  to 
siness  units. 
Holdings  Executive 
resident  and  CFO  Edwin 
t  comments:  "We  found, 
:e  Waterhouse,  a  level  of 
sionalism  built  around  the 
3t  of  listening  to  our  needs 
orking  hand  in  hand  with 
anagement  group  to  solve 
ex  business  problems." 
wise,  PW  Energy  Solutions 
d  will  provide  business 
;s  outsourcing  to  the 
jum  industry.  PW  Partner 
renovese  says:  "We  offer  oil 
IS  companies  global  services 
verage  our 
energy 
se,  business 
ations,  and 
ry  best 
:es.  This 
:s  them  to 
plan  and 
;e  their 
am  and 
;tream 
ions." 
ES  will 
s  petroleum 
inies  with 
specialized 
ss  process/ 
ations 
;s  services, 
include 
nd  property 

;ement,  joint  interest  account- 
■venue  accounting,  order 
istration,  royalty  payments, 
isset  accounting,  general 
iting,  and  financial  reporting. 

?E 

terdam.  The  Centre  of 
ence  in  Rotterdam,  opened 
ly  with  a  planned  staff  of 
ho  speak  eight  languages, 
nternational  Shared  Services 
'  for  multinational  clients 
'ant  to  outsource  non-core 
;ss  processes. 


CURRENT  STATE 


Take  Responsibility 

•  Peope 

•  Systems 

•  Process 
Management 


APPLY  INVESTMENT 

People  /Culture 


FUTURE  STATE 


Create 
Centre 
of 

Excellence 


nd  Benchmark 


Source:  Price  Waterhouse 


44  Our  Centres 
of  Excellence 
introduce 
best  practices 
and  continuous 
improvements 
to  help  clients 
build  shareholder 
value. 


David  Bridger,  Deputy  World 
Leader,  Business  Process  Out- 
sourcing, points  out:  "This  is  the 
very  first  Centre  of  its  kind  in 
Europe  to  provide  cross-border 
outsourcing 
sei"vices  to  US 
and  European 
companies  that 
are  now  consoli- 
dating their 
many  different 
operations  on  the 
Continent.  When 
clients  tour  the 
Centre,  they  tell 
us  they  see  a 
global  back  office 
that  really  works 
-  a  group  of 
highly  skilled 
people  who  are 
client-focused, 
productive,  and 
happy  at  what 
they're  doing." 
"We  partner  with  clients  to 
improve  their  overall  business 
performance  and  profitability," 
says  Richard  Smith,  PW  Partner, 
Business  Process  Outsourcing  in 
Europe.  "We  offer  highly  trained 
specialists,  best-in-class  systems, 
and  leading-edge  technologies." 

Rotterdam's  largest  client  is  the 
British  Petioleum/Mobil  Joint  'Venture 


nomas  O.  Bevi'r 


in  Europe.  Under  a  multiyear 
contract,  PW  is  consolidating  and 
reengineering  the  companies' 
financial  and  accounting  processes, 
and  managing  general  accounting, 
payroll,  cash/banking,  purchasing, 
and  administrative  services. 

Nick  Starritt,  Head  of  Shared 
Services,  comments:  "In  Price 
Waterhouse,  we  fotmd  a  partner 
with  a  commitment  to  service 
quality  -  with  an  ability  to 
reengineer  and  think  about 
our  business  in  new  ways, 
and  a  willingness  to  innovate 
and  step  out  boldly  in  new 
directif)ns." 

OTHER  CENTRES 

Central  Europe.    I  he  Centre 
of  Excellence  in  Krakow,  Poland, 
is  serving  several  of  the  world's 
largest  automotive  manufacturers, 
commercial  banks,  and  natural 
resource  companies. 

Australia.  Centres  of  Excellence 
in  Canberra  and  Sydney  handle 
the  federal  government's  property 
management,  facilities,  and  real 
estate,  with  improved  accountability 
and  reduced  taxpayer  costs. 

South  America.   Centres  of 
Excelle)ice  in  Bogota  and  Caracas 
manage  the  financial,  accoimting, 
and  administrative  functions  for 
multinationals. 


Price  Waterhouse 


©1997  Price  Waterhouse  LLP  Price  Waterhouse  refers  to  the  U  S.  firm  of  Price  Waterhouse  LLP  and  other  members  of 
the  worldwide  Price  Waterhouse  organization 
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Heone's  Loiu-Cost 
Operations  Is  Strateoic 
for  Bell  Atlantic 

For  Bell  Atlantic,  the  key  to  success 
IS  the  ability  to  offer  the  lowest-cost, 
highest-quality  communications  and 
information  services  for  its  30  million 
customers  worldwide 

In  the  competitive  telecommunica- 
tions market,  it  is  the  low-cost 
provider  that  ultimately  leads  the 
industry,  says  Laddie  Suk,  vice- 
president,  strategic  network 
systems  "A  key  corporate 
direction  is  to  continue  to  reduce 
costs  on  an  aggressive  basis  in 
every  area  of  the  business,"  he  adds 

So  when  it  came  time  to 
modernize  Bell  Atlantic's  entire  set 
of  supply  chain  systems,  the  most 
economical  (as  well  as  strategic)  way 
to  build  new  systems  was  to  outsource 
the  operations  of  the  legacy  systems 
to  Keane,  Inc 

"Keane  was  cost-effective,  but  more 
than  that,  we  liked  their  procedures  for 
managing  an  outsourcing  engagement 
Thev  had  a  formal  methcjdology  (or 


transitioning  out  our  old  systems  and 
a  formal  methodology  for  day-to-day 
operations  procedures, "  says  Brian 
McMillan,  sourcing  and  logistics 
systems  manager. 

This  freed  Bell  Atlantic  to  retrain 
its  internal  Information  Technology 
personnel  in  client/sei'ver  systems 
development,  so  they  could 
install  and  integrate  the  new 
supply  chain  management 
systems.  "We  wanted  to  leverage 


Outsourcing  is  a  business- 
driven  strategy  driving 
change  and  innovation. 


our  staff's  business  knowledge  -  not 
have  to  hire  new  staff  or  expensive 
consultants  and  tram  them  in  our 
business  processes,"  says  McMillan 
He  was  impressed  with  Keane's 
methodology  for  planning  an  orderly 
transition  tor  moving  operations 
from  Bell  Atlantic  to  the  outsourcer. 
The  orderly  transition  and  subsequent 
continued  high  availability  of  the 


systems  allowed  the  Information 
Technology  organization  to 
concentrate  on  implementing  the 
new  systems.  McMillan  says  Keane's 
methodology  identified  a  set  of  i! 
activities  necessary  for  them  to  I 
thoroughly  learn  Bell  Atlantic's  F 
systems,  and  provided  the  frameworlji 
for  the  orderly  transition. 

Keane  has  done  such  a  good 
job  on  day-to-day  operations 
that  Bell  Atlantic  is  considering 

adopting  the  outsourcer's  metricsj 
"NX^e  review  the  performance 
measurements  on  a  monthly 
basis  and,  to  date,  Keane  has 
hit  or  exceeded  metrics  every 
month,"  says  McMillan. 

Now,  halfway  through  the 
implementation  of  new  systems, 
Keane  is  on  the  job,  running  the 
old  systems  smoothly  and  helping  f. 
the  company  transition  to  the 
new  "We  have  been  pleased  with 
the  level  of  operations  support  -  no 
complaints  from  the  customer  is  a  ki 
metric  of  success,"  says  Suk. 

Times  Nirror  Trainino  in 


Support  0 


the  U.S.  Narin 


(L  (<)  rj  hrian  t  '^ti  Millan,  Director  Sourcing  &  Logistics  Systems,  Laddie  E  Suk,  Vice-President, 
Stralcs'ii  Network  Systems,  Charles  Lippman,  Branch  Manager,  Keane,  Inc. 


Corps  Recruitino  Commanl 

There  is  no  doubt  about  the  core 
mission  of  the  U.S.  Marine  Corps. 
It  is  to  make  Marines  and  win 
battles 


**Keane  was  cost- 
effective  j  but  more  than 
that,  we  liked  their 
procedures,..''^ 


The  leader  in  the  making 
of  Marines  is  the  Marine  Corps 
Recruiting  Command  (MCRC)  "We 
are  responsible  for  finding  the  youn 
people,-  for  informing  them  about  tfi 
Marine  Corps,-  and  for  the  first  step 


§ 


w 

dare  you  to  compare 
our  IT  Outsourcing  Services . . . 

Compare  us  with  anyone  else- 

We  work  hands-on  with  our  clients 
to  develop  and  implement  the  best 
outsourcing  solutions  available. 

We  enhance  your  business 

in  accordance  with  your  needs. 

With  our  outsourcing  services, 
tools  and  methodologies, 

we  are  the  best  at  what  we  do. 

We  dare  you  to  prove  us  wrong ! 

When  you  need  a  hands-on 
partner,  think  of  Cap  Gemini. 


C3  CAi'  Gemini 


Providing  Innovative  Outsourcing  Services: 


Applications  Management  (AM) 
for  software-related  activities 

Centralized  Computing  Services  (CCS) 

for  mainframe  to  midrange  systems  operations 

Distributed  Computing  Services  (DCS) 
for  day  to  day  management  of  IT  operations 

Help  Desk  Services  (HDS) 

for  total  call  management  and  problem  resolution 

Network  Management  Services  (NMS) 
for  support  of  NOC,  LAN/WAN  and  more 


For  more  information,  contact: 
Gary  Pietras,  Director  of  Marketing 

Infonnation  Systems  Management 

at  (770)  677-3560 

or  visit  our  website 

www.  u  sa .  capgemini  .com 

Cap  Gemini  America 

400  Perimeter  Center  Terrace 

Suite  400 

Atlanta,  GA  30346 
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in  transforming  them  into  Marines 
-  morally,  mentally,  and  physically," 
says  Major  General  Kiimp, 
commanding  general,  MCRC. 

Assisting  in  this  process  is  Learning 
International,  the  sales  performance  arm 
of  Times  Min'or  Training,  a  world-class 
provider  of  training  and  consulting 
solutions  in  the  area  of  sales,  leadership, 
and  customer  service  The  Marine 
Corps  has  become  a  leader  in  the  field 
of  military  recruiting  thanks  to 
the  long-term  strategic  business 
partnership  with  Learning 
International  for  sales  training 
and  support  Learning 
IntcrnatKjnal's  expertise 
observing,  documenting,  and 
codifying  best  practices  of 
leading  U.S.  corporations  has  helped 
keep  the  Marine  Corps  on  the  leading 
edge  of  current  sales  theory  and 
practice,  says  Klimp 

The  result?"  A  meritorious  unit 
commendation  recognizing  that  the 
MCRC  has  "made  mission,"  exceeding 
its  recRiiting  requirements  for  24 
consecutive  months.  "That  was 
not  |ust  for  number  of  recruits,  but 
also  lor  meeting  quality  goals," 
says  Klimp  Since  then  the  MCRC 
has  "made  mission"  for  three 
additional  months 

Learning  International  assists  the 
MCRC  by  teaching  its  Professional 
Selling  Skills  System  to  the  Marine 
Corps  recruiters.  It  also  performs 
a  train-the-trainer  function  - 
instrLicling  recruiters  on  how  to 
teach  I'SSS  Another  vital  role  is  to 
assist  in  what  Klimp  calls  "pop-up 
opportunities"  for  training. 

For  example  ''n-  Marine  Corps' 
successful  "Transit :  ii.ition"  television 
advertising  campaig  i  ras  augmented 
by  Learning  Internali  '  -al.  They 
became  part  of  a  team  ilsat  developed 
a  pre-release  training  program 
instructing  recruiters  on  how  to 
leverage  the  new  ad. 
usiness  Week  /  {December  15,  1997 


Klimp  says  the  reason  for  such 
outstanding  sales  success,  supported 
by  Learning  International,  is  that  the 
training  firm  has  forged  a  unique 
relationship  with  the  Marine  Corps. 
'They  understand  and  identify  with  the 
core  ethos  of  the  Marine  Corps, '  he  says. 

He  plans  to  use  the  firm  to  help  with  an 
upcoming  push  to  modernize  the  adminis- 
tration of  the  MCRC's  sales  efforts  or  -  as 
he  puts  It  "tn  enter  the  2 1  st  century." 

Minimizing  risk,  increasing 

flexibility  and  improving 
productivity  are  the  results  of 
strategic  outsourcing. 

This  effort  entails  moving  the  now 
manual  system  to  a  laptop  computer 
so  recruiters  can  more  effectively 
manage  their  work  processes,  daily 
schedules,  and  the  information 
needed  to  do  their  jobs  "Learning 
International  will  be  deeply  involved 
in  the  training  of  those  marines  to 
use  the  new  support  tools, "  says  Klimp. 

Move  to  Client/Server 
llssisted  PUS  Operotions 

The  conversion  from  mainframe 
technology  to  next-generation  client/ 
server  can  be  fraught  with  confusion, 
cost  ovemins,  and  service  interruptions. 
By  outsourcing  computer  operations 
to  PKS  Information  Services  Inc.,  the 
company  that  makes  Arm  &  Hammei' 
products  accomplished  the  move,  saved 
money,  and  accelerated  technology 
infrastructure  improvements. 

The  company,  Church  &  Dwight, 
turned  to  PKS  because  its  strategy  is 
to  outsource  functions  that  are  not  core 
competencies,  says  MIS  Director  Mike 
Panesis.  Outsourcing  operations  let 
C&D  concentrate  on  developing  new 
systems  that  improve  the  company's 
productivity  and  balance  sheet. 


The  key  advantage  was  cost 
savings,  says  Panesis.  PKS  was  able 
to  deliver  the  same  service  levels 
C&D  had  but  for  less  money.  j} 
"We  benefited  from  their  superior  It 
computer  operations  productivity.  \ 
We  couldn't  have  hoped  to  get  the  ' 
level  of  automation  and  efficiency 
that  PKS  does  through  its  economic 
of  scale,"  he  explains. 

Outsourcing  operations  to  PKS 
freed  up  time  and  budget  for  Cs  ' 
to  develop  new  client/server  systefe 
that  accelerate  the  "Baking  Sod 
Expert "  company's  core  busines 
The  firm  implemented  campus 
wide  networking.  It  also  developl 
strategic  decision  support  syste 
including  a  profitability  reporti} 
system  that  gave  the  business  more 
insight  into  which  brands,  customer 
and  sales  regions  were  best  contributirr 
to  the  bottom  line 

"The  cost  savings  from  the 
outsourcing  relationship  enabled 
us  to  accomplish  much  of  this  while 
reducing  our  operating  budget,"  say 
Panesis  C&D's  high  expectations  of 
PKS  were  met  -  system  availability 
has  been  more  than  99  percent 

The  partnership  between  the  twc 
firms  is  excellent.  The  PKS  service 
manager  and  C&D's  operations 
manager  are  together  responsible 
for  making  sure  issues  are  resolved 
and  the  appropriate  resources  are 
assigned  to  tasks.  Panesis  says  that 
PKS  has  consistently  demonstrated 
a  true  interest  in  C&D's  business. 
"When  we  make  special  requests  of 
them.  It  helps  that  they  understand 
the  business  climate  under  which  w 
operate  Thev  are  also  diligent  abou 
resolving  problems  and  finding  the  r 
cause  to  avoid  recurrence, "  he  says 

This  connection  is  important  anc 
was  a  mam  factor  in  why  C&D  cho 
PKS  The  two  companies  share  sim 
core  values  of  quality,  excellence,  a 
total  customer  satisfaction.  "It  is  a 


The  closer  you  get  to  the  millenniuivi 
the  closer  you  get  to  insanity. 

f's  crazy,  isn't  it.  in  two  years,  tiie  entire  cyberbased  worid  wili  be  brought  to  its  knees  by  a  couple  of 
eros.  So  iiow  do  you  Iteep  your  head  (not  to  mention  your  existing  systems)  while  people  all  around 
ou  are  losing  theirs?  Simply  by  calling  us.  We're  Ceridl^n  —  the  company  that  has  helped  thousands 
if  other  companies  make  significant  improvements  in  their  payroll  and  HR  productivity.  You  can  count 
>n  Ceridian  to  provide  you  with  a  wide  range  of  productivity  enhancing,  integrated  HRIS,  payroll  and  tax 
rling  solutions  that  are  Year  2000  compliant.  To  see  how  your  productivity  compares  to  hundreds  of 
iher  U.S.  companies,  call  1-800-729-7655,  ext.  128  for  a  free  copy  of  the  Productivity  Benchmark 
analyzer.  Call  today.  Because  you've  got  better  things  to  do. 


BECAUSE  YOU'VE  GOT  BETTER  THINGS  TO  DO. 

1997  Caridian  Corporation 


CERIDIAN 

INTEGRATED  HRIS/PAYROLL  AND  TAX  OUTSOURCING 


The  snag  with  so  many  of  today's  distributed  computing  envi- 
iments  is  the  number  of  problems  that  seem  to  get  distributed 
)und  the  environment. 

In  the  old  days  of  file-and-print  LANs,  networks  ran  them- 
ves.  With  today's  complex  environments,  however,  network 
inagement  can  be  a  24-hour-a-day  pain  in  the  neck. 
But  it  doesn't  have  to  be. 

Our  MCI  Systemhouse'"  company  (recognized  by  industry 
ilysts  as  a  leader  in  client/server  computing)  offers  everything 
1  need  to  keep  your  networks  running  smoothly 


You'll  get  peace  of  mind  with  our  24-hour  monitoring  and 
help  desk  services. 

And  our  leasing  and  upgrade  programs  ensure  your  networks 
will  work  with  all  your  legacy  systems  today,  and  just  about 
anything  you  can  imagine  tomorrow.  AH  for  a  surprisingly 
small  amount  of  money. 

It's  no  wonder  Data  Communications  magazine  voted  our  enter- 
prise management  service  one  of  their  "Hot  Products"  for  1997. 

To  find  out  more,  visit  www.mci.com,  or  call  1-800-338-6815. 

And  start  getting  taken  care  of. 
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relationship,  and  relationships 
are  difficuU  to  make  work  if  the 
people  don't  get  along,"  Panesis 
concludes. 

'BUS  Nonooes  Groiutli 
'or  NatlonsBanli 

Managing  expansion  is  a  major 
opportunity  and  challenge  for 
NationsBank.  It  has  doubled 
m  size  since  the  beginning  of  the 
decade  and  today  ranks  as  the  third 
largest  bank  in  the  United  States 
with  more  than  $290  billion  in  assets 

To  meet  the  growth  challenge 
in  the  area  of  mail  services  — 
particularly  to  enhance  service 
levels,  standardize  procedures  and 
equipment,  cut  costs  and  provide 
;conomies  of  scale  -  NationsBank 
made  a  strategic  decision  to  outsource 
Its  entire  mail  operations  to  Pitney 
Bowes  Management  SeiA'ices  (PBMS). 
PBMS  provides  business  support 


The  cultural  alliance  between 
companies  results  in  innovative 
solutions  to  business  challenges. 


services  ranging  from  mail,  copy, 
and  fax,  to  business  recoveiy,  records, 
and  electronic  document  services. 

The  importance  of  mail  services 
made  it  imperative  that  NationsBank 
find  a  world-class  partner,  says 
Tim  larman,  NationsBank  senior 
vice-president.  "We  knew  the 
critical  importance  of  timely, 
accurate  mail  processing.  If  we 
failed  at  that,  our  competitors 
would  be  eager  to  serve  our 
customers,"  he  says. 

The  agreement  made  it  simple 
for  NationsBank  to  focus  on  its 
core  business.  "PBMS'  core  business 
IS  mail  services.  PBMS  totally 
dedicates  its  time  to  that,  and  we 


are  dedicated  to  our  core  business 
banking,"  says  jarman. 

After  careful  analysis  of  the 
bank's  mail  operation,  PBMS 
established  a  mail  services 
network  among  all  NationsBank 
centers,  developed  network-bas€ 
applications  that  would  be  more 
helpful  to  customers  and  installed 
PC  capability  in  each  mail  services 
center  to  improve  control  and 
efficiency. 

There  are  a  number  of  significant 
advantages  to  outsourcing  for 
PBMS,  says  Jarman.  First,  PBMS 
brings  economies  of  scale  and 
a  consistent  process  and  method 
to  NationsBank's  60  mail  centers  - 
located  m  16  states  and  the 
District  of  Columbia.  Jarman 
says  his  cost  savings  are  twofold; 
Outsourcing  eliminates  unnecessary 
internal  infrastructure  and  also 
decreases  the  cost  of  mail  services 
for  the  bank  because  PBMS 
optimizes  its  specialized  knowledge 
ol  the  industry. 

Another  plus  is  PBMS'  "bench 
strength."  As  NationsBank  continues 
to  grow  and  create  new  businesses, 
PBMS  can  scale-up  as  necessary 
to  meet  the  challenge.  It  also 
can  weather  peaks  and  valleys 
in  levels  of  service  more  econ- 
omically and  efficiently  than 
NationsBank. 


"The  core  knowledge 
and  expertise  in 
the  management  of 
mail  services  that 


1  ii  iothy  E.  Jiiriikiii 
Senior  Vice  l^resident,  NationsBank 
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table  is  unparalleled. 
It  helps  NationsBank 
sustain  its  pattern 


of  growth. 


How  do  you  really  feel  about  technology? 


It  gives  you  power,  it  takes  it  away,  it  mal<es  your  life  easier,  it  makes  your  life 
miserable.  Of  course  you  have  mixed  feelings  about  technology.  You're  only  human. 

But  that's  okay,  we  can  help.  Because  as  an  integrated  technology  services 
provider  we  can  help  you  take  care  of  the  design,  acquisition,  management 
and  protection  of  your  corporation's  technology  infrastructure.  Centralized  or 
decentralized.  Enterprise  Server  or  PC.  All  manufacturers. 

We'll  make  sure  the  systems  and  networks  working  for  you  today  don't  work 
against  you  tomorrow. 

No  inflexible  commitments.  No  power  struggles.  No  dysfunction.  No  angst. 
Just  the  ongoing  feeling  that  technology  is  your  friend,  not  your  foe. 


C#MDISCO 


A  TECHNOLOGY  SERVICES  COMPANY 


To  learn  more,  visif  www.comdisco.com  or  call  1-800-272-9792. 
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Finally,  PBMS  brings  unparalleled 
core  knowledge  and  expertise  in 
the  management  of  mail  services 
Jarman  says  it  helps  the  honk  sustain 
its  pattern  of  growth    f  or  example, 
PBMS  has  the  latest  state-of-the  art 
technology.  It  has  intimate  under- 
standing of  the  workings  of  the 
U.S.  Pcjstal  Service.  It  has  knowledge 
of  regional  and  nationwide  factors. 
"PBMS  brings  all  that  value  to  us 
when  we  are  planning  to  expand  our 
products  and  services,"  says  jarman. 

The  cultural  alliance  between 
the  two  firms  is  also  an 
advantage  to  NationsBank.  ; 
PBMS  IS  seen  as  a  strategic  j 
partner,  with  the  two  firms 
working  together  to  generate 
success  for  the  bank,  says 
Jarman.  As  the  bank  moves  into 
different  states,  new  regions  of  the 
country,  or  starts  a  new  business, 
PBMS  has  people  on  its  team  who 
understand  the  way  NationsBank  does 
business,  he  says  The  partnership  is 
also  growing:  PBMS  now  provides  an 
electronic  document  management 
solution  for  the  on-demand  printing 
of  more  than  600  corporate  manuals 
for  NationsBank. 

Benchmarking  efficiency  is 
also  a  plus  with  PBMS.  It  provides 
a  current  status  report  of  the  entire 
NationsBank  mail  operation  on 
a  regular  basis  The  monthly 
report  explains  financial  benefits. 
System-wide  bulletins  keep  87,000 
.NationsBank  employees  up  to  date 
on  ways  to  make  the  most  efficient 
use  of  mail  technology  and 
operation-, 

Outsourciii'.  mail  services  to 
PBMS  gives  NationsBank  a 
competitive  advantage  it  wouldn't 
have  if  it  handled  mail  services  in- 
house.  "We  pride  ourselves  in  being 
leaders  in  a  lot  ol  tiu;  things  we  do, 
and  we  want  mail  services  to  be 
leading-edge  too,"  he  says 
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Ceridian  Kelps  Elsoo  Bsileij 
Inc.  Focus  on  Core 
Business  and  Increase 
Value 

Becoming  a  strategic  business 
partner  to  its  internal  clients  is  a 
challenge  and  goal  for  the  Human 
Resource  Department  at  Elsag  Bailey  - 
a  global  leader  in  control  systems  and 


Business  process  improvements 
are  a  direct  result  of 
strategic  outsourcing. 


processes  for  a  variety  of  industries. 
HR's  objective  is  to  free  professionals 
from  administrative  tasks  so  they  can 
concentrate  on  their  core  function  of 
helping  employees 


^^Outsourcing  payroll 
waSf  in  part,  a 
cost-savings  decision, 
Elsag  was  cutting 
and  printing  payroll 
internally  and  felt 
they  could  do  it 
for  less  moneyi 
with  less  people 
and  more  efficiently 
through  Ceridian, 
The  idea  was  also 
strategic  -  reducing 
paperwork  and 
improving  work 
flow  will  allow 
HR  to  perform  more 
internal  services  J" 


i 


To  that  end,  Elsag  Bailey  outsoun 
its  payroll  services  to  Ceridian 
Employer  Services  via  Ceridian's 
integrated  HR/payroll  system  for 
Windows.  It  also  uses  the  vendor's 
employee  self-service  solution,  whic 
lets  employees  access,  change,  upda 
and  print  their  own  benefits  inform 
ation  via  the  Internet,  self-service 
kiosks,  and  interactive  voice  respond 
Outsourcing  payroll  was,  in  part,] 
cost-savings  decision.  "Elsag  w; 
cutting  and  printing  payroll 
internally  and  we  felt  it  could 
done  for  less  money,  with  fewej 
people,  and  more  efficiently 
through  Ceridian,"  says  Elsag 
manager  of  employee  benefits 
Richard  j  Hughes.  The  idea  wa 
also  strategic  -  reducing 
paperwork  and  improving  work  flov 
will  allow  HR  to  perform  more 
internal  services. 

"We  decided  to  outsource  payrol 
eight  years  ago  It's  extremely  critic 
but  it  is  not  our  core  function,"  says 
Hughes.  Outsourcing  that  service 
frees  the  HR  and  payroll  staff  from 
administrative  work  and  lets  them 
concentrate  on  the  strategic  missior 
of  helping  employees  through  life- 
event  issues  and  guiding  their 
careers,  he  adds. 

Another  benefit  that  Ceridian 
offers  is  a  core  HR  and  payroll 
technology  solution  that  doesn't 
require  extensive  overhauling 
year  after  year  Instead,  Ceridian 
integrates  best-of-breed  technology  icanta^fj^ 
and  Year  2000  compliance  into  the  fcjliej(i3[|,j 
outsourced  HR/'payroll  system. 

Elsag's  philosophy  is  to  use 
technology  and  outsourcing  to 
provide  value.  "If  it  saves  money,  or 
frees  us  to  do  more  with  our  intern; 
core  service,  then  it  will  work  for  U! 
says  Hughes  By  outsourcing  payrol 
to  Ceridian,  the  firm  gained  access 
to  a  total  HR/payroll  solution  - 
including  check  printing,  tax  filing, 
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SimpI; 
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need  j 


doing  tvdj 
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ecruitment  Outsourcing  Is  What  We  Do. 
imply  Outstanding  Is  How  It's  Done. 


concentrating  on 
)re  competencies. 

need  a  partner 
in  take  away 
;  headaches  and 
sponsibility  while 

doing  what  you 
t.  That's  where 
;nnent  Recruiters 
itional  comes  in. 


We're  your  search  and 
recruitment  outsourcing 
partner. 

We'll  put  together  a 
team  of  professionals 
with  the  resources  at 
their  fingertips  to  staff 
your  business  with  quali- 
fied, take-charge  people. 
You'll  decide  how  to 


market  your  product. 
We'll  find  the  sales  talent 
to  implement  the  plan. 
You've  got  a  successful 
production  process. 
We'll  develop  the  systems 
to  staff  it.  You  have  the 
latest  technology.  We 
know  the  people  who 
can  put  it  to  work  for 


you.  Whether  it's  a  team 
of  professionals  or  a  single 
key  manager,  MRI  can 
assemble  the  resources 
to  get  the  job  done  right. 

For  more  information, 
call  800-875-4000 
or  visit  our  website  at 
www.mrinet.com. 


Sales  Consultants*^ 

Management 

Recruiters" 

CompuSearch® 

OfficeMatesS® 


M^i  Intelligent  Staffing  Solutions. 
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and  compliance  reporting. 
Ceridian  also  works  with  Elsag 
Bailey's  bank,  to  complete  tax 
filing  and  payroll  services  | 

On  the  technology  side,  | 
implementing  Ceridians 
employee  self-service  solutic^n 
has  decreased  paperwork  and 
improved  the  c|uality  of  and  access  to 
information  for  both  employees  and 
HR  "No  one  on  the  HR  or  payroll 
side  of  the  company  has  to  spend 
their  full  time  keying  m  information. 
The  employees  do  it  themselves  in 
three  to  six  minutes, "  he  explains. 

The  results  of  using  outsourcing 
and  technology  improvements 
for  strategic  advantage  are  tangible 
at  Elsag  The  firm  has  grown 
from  being  a  $400  millujn 
company  in  1 994  to  a  $  I  6  billion 
company  in  1997,  and  Hughes 
has  only  added  one  person  to  the 
employee  benefits  staff  "That  was 
accomplished  because  technology 
and  outsourcing  has  allowed  us  to 
process  more  transactions  with 
fewer  people,"  he  says. 

Access  to  Ceridian  consulting 
services  is  also  helpful  to  Elsag  Bailey. 
Ceridian  partners  with  Elsag's 
business  to  help  streamline  the 
implementation  of  new  systems. 
The  next  challenge  for  Elsag  and 
Ceridian  is  to  go  global  and 
develop  a  system  that  will  process 
international  payroll  the  same 
way  it's  done  in  the  U  S 


**Doing  mass  change  and 
developing  new  systems 
is  too  tartly  to  do 
^^^atty)  Technology 

g  so  rapidly  it 
all  the  right 
\$yto  get  all 
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Access  to  business  knowledge 
and  expertise  is  an 
integral  part  of  the 
outsourcing  relationship. 


Cap  Gemini  IT  Outsourcino 
Drives  Core  Business  at 
Ralcorp 

The  motto  at  Ralcorp,  a  major  U.S 
food  manufacturer,  is  "Business  Drives 
Technology.  "  So  when  the  company 
became  independent  following  a  spin 
off  from  Ralston  Purina,  outsourcing 
the  development  of  its  information 


technology  (IT)  services  to 

a  partnership  consortium  led 

by  Cap  Gemini  was  purely 

a  business-driven  decision. 

i 

"We  wanted  to  minimize  risl^ 
and,  more  important,  we  didn't  j 
want  to  spend  energy  developi| 
an  internal  IT  department, 
because  that  is  not  our  core  busines 
says  vice-president  and  director  of 
information  systems.  Hank  Krey, 
about  the  decision  to  outsource. 
At  the  same  time,  Krey  knew 
that  IT  was  essential  to  the 
success  of  the  company.  He 
wanted  Ralcorp  to  choose  a  partner 
it  could  trust,  one  that  could  offer 
a  complete  range  of  IT  services  and 
deliver  something  extra 
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Hank  Krty 

Vice-President  and  Director  Information  Systems,  Ralcorp  Holdings,  Inc. 
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Outsourcing  l^cadersliip  Forum 
1  Vertical  to  Virtual,  Hie  Race  to  Cliaiij^e.' 


The  Oulsourcing  Inslilulo  in  (issociciJion  willi  BusineSSVVeek 


111  about  the  most  critical  management  decision  of  your  career." 


ie  1990s  will  be 
■emembered  as 
he  decade  when 
tsourcing  revolution 
>rmed  companies  from 
chical  to  modular  .  .  . 
'ertical  to  virtual, 
n  the  outsourcing 
s  and  corporate 
3zers  at  this  unique 
I  gathering  as  they 
s  how  they  are 
nenting  outsourcing 
)ies  to  manage 
1,  achieve  world- 
:ustomer  service  and 
se  shareholder  value. 
v;7/  address  such  critical 
as  managing  risk, 
:ontract  management, 
)easuring  ROI. 
s  is  the  only  strategic 
ircing  event  designed 
ively  for  senior 
tives  tasked  with 
iting,  implementing, 
naging  outsourcing  for 


Benefits  of  attending 
this  conference  speak 
for  themselves 


"Hot  topics  and  pitfalls." 

"Theory  combined 
with  life 
experiences." 


"Coming  together 
of  industries  to 
grapple  with  the 
real  issues  of 
outsourcing." 


"High  level  of  speakers, 
no  duds." 


"Great  networking." 


1997  Conference  attendees 


their  enterprise.  Combining 
general  sessions,  panel 
discussions  and  executive 
briefings  with  networking 
opportunities,  the  forum  will 
be  chaired  by  Frank  Casale, 
founder  and  executive  director 
of  The  Outsourcing  Institute. 

This  exclusive  gathering 
will  be  held  at  The  Four 
Seasons  Hotel,  Washington, 
DC  on  September  17,  1998. 
For  further  information  call 
800-421-6767  or  visit 
www. outsourcing  .com 


To  maximize  the  value  of  the  program,  parlicipation  is 
limited  to  senior  executives  and  subject  to  the  approval 
of  'The  Outsourcing  I nstitute. 
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This  deal  wasn't  just  about  taking 
over  the  maintenance  of  old  systems. 
The  outsourcer  had  to  develop  new 
IT  systems  to  support  new  business 
processes  The  agreement  covered 
data  center  management,  distributed 
systems  management,  and  the 
development  and  management  of  new 
client/server  applications  "Doing  mass 
change  and  developing  new  systems  is 
too  costly  to  do  internally.  Technology 
is  changing  so  rapidly  it  is  hard  to  get 
all  the  right  blends  of  people  to 
get  all  the  work  done,"  says  Krey. 

When  choosing  an  outsourcer, 
the  first  major  decision  for 
Ralcorp  was  whether  to  go 
with  a  full-service  outsourcer 
or  a  partnership  of  best-of-breed 
companies  such  as  the  one  led  by 
Cap  Gemini  Krey  thought  the 
consortium  brought  more  value  to  the 
table,  and  Cap  Gemini  showed  a 
willingness  to  build  a  real  working 
relationship  with  Ralcorp 

Outsourcing  definitely  improves 
Ralcorp's  ability  to  serve  its  customers, 
says  Krey.  The  internal  IT  staff 
at  Ralcorp,  which  consists  of  a 
management  team  of  three  business 
applications  developers  and  one 
telecommunications  specialist, 
are  tree  from  having  to  manage  the 
day-to-day  needs  of  developing  a 
whole  new  data  center  from  the 
ground  up  They  spend  then- 
time  on  the  firm's  strategic  business 
directujn  by  working  closely  with 
the  in-house  customers  on  business 
problems 

For  example,  one  of  the 
applications  specialists  was  able  to 
visit  Ralcorp's  third-party  distribution 
centers  (DC)  and  work  with  cross- 
functional  teams  to  identify  the 
procedures  needed  to  develop 
hiectrnnic  Data  Interchange 
FDi  i  with  those  DCs.  This  builds 
;  ^edibility  with  business  customers  - 
'..isential  for  success  in  IT. 


"The  people  I  could  hire  internally, 
because  of  outsourcing,  had  a  better 
business  understanding  than  a  pure 
technical  background.  If  they  had  to 
manage  technical  people,  it  would 
have  been  the  other  way  around.  As  a 
result,  my  people  are  respected  in  the 
business  community,"  says  Krey. 

Another  plus  is  that  outsourcing 
has  given  Ralcorp  access  to  specialists 
and  information  at  Cap  Gemini  to 
help  in  strategic  planning.  "We  are 

The  strategic  use  of  outside 
resources  is  something  that 
executives  need  to  know  more 
about  if  they  are  to  succeed. 

j   doing  Internet  strategy  and  Year  2000 
t   work  with  Cap  Gemini  consultants 
who  specialize  in  those  issues. 
Ordinarilv,  we  would  have  to  go  to 
outside  consultants  for  these  sei"vices, 
but  here  they  are  familiar  with  our  firm 
and  can  advise  in  a  more  cost-effective 
manner  than  outsiders,"  says  Krey. 

He  is  especially  pleased  that 
Cap  Gemini  understands  that  not 
all  businesses  have  the  same  needs, 
and  as  an  outsourcing  supplier,  it 
provides  a  flexible,  customized 
solution.  Krey  has  seen  that  Cap 
Gemini  has  the  people,  the  insight, 
and  the  technology  to  help  build 
competitive,  profitable  organizations. 


**C&L  assesseSf 
audits,  reports,  and 
makes  valuable 
recommendations  to 
us  on  business  controls 
and  how  to  utilize 
best  practices, " 


Coopers  &  Lijbrond  Cuts 
Costs,  Improves 
Operations  at  Envirotest 

After  doubling  in  size  from  an 
aggressive  acquisitions  program, 
Envirotest,  a  leader  in  emissions 
control  software  and  technology 
development,  was  facing  some 
serious  challenges  and  some  serious 
risks  The  firm  realized  that  one 
of  their  first  challenges 
centered  on  their  need  to 
establish  a  comprehensive  risk 
management  program. 

rheir  solution  was  to  outsou 
corporate  internal  audit  respon 
bilities  to  Coopers  &  Lybrand 
(C&L).  "The  main  thrust  of  ou 
outsourcing  is  to  create  a  cohes 
internal  audit  infrastructure  for  the 
whole  company,"  says  Tessy  Albin, 
corporate  controller.  The  companie 
acquired  over  the  years  had  widely  . 
disparate  operational,  financial,  and 
compliance  processes  and  lacked  a 
unified  approach  to  business  controlj 
Consequently,  the  outsourcing  arran 
ment  was  broad  in  scope,  with  a  foe 
on  controlling  a  wide  array  of  risks 
and  developing  continuous  improve- 
ment mechanisms  for  the  company. 

After  a  comprehensive  assessmen 
of  risk,  C&L  immediately  went  to 
work  analyzing  and  benchmarking 
the  business  "C&L  assesses,  audits, 
reports,  and  makes  valuable  recom 
mendations  to  us  on  business  contro 
and  how  to  utilize  best  practices," 
notes  Albin 

Results  came  quickly.  A  recom- 
mendation was  made  to  upgrade 
computer  systems  in  all  of  Envirotes 
North  American  locations  in  order 
to  clarify  business  information. 
An  in-depth  plan  for  initiating  the 
upgrade  was  developed  by  C&L  and 
Envirotest  management.  "We  are 
standardizing  all  reporting  so  when 


UWhen  support 

services  Kit  a  snag, 

everybody  notices.  But  with 

Pitney  Bowes  around, 

I  hear  no  complaints. 

In  fact,  we  hardly 
know  they're  here. 

That's  efficiency! " 
vl  i 


Pitney  Bowes  Management  Services 


Outsource  your  business  support 
services  with  Pitney  Bowes 
and  bring  in  maximum  efficiency. 
You'll  see  permanent  and  tangible 
improvements  in  mail  center, 
copy  center,  electronic  document 
management,  records  management- 
all  vital  support  functions.  Your 
managers  will  have  heedom  to 
manage  instead  of  being  caught 
up  in  the  operational  details.  And 
you'll  benefit  from  Pitney  Bowes' 
75  years  of  extraordinary  experience, 
knowledge  and  commitment. 
For  more  information,  call  us  toll 
free  at888-245-PBMS,  or  visit 
our  website  at 
http://www.pb.com/pbms 
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we  compare  performance  between 
businesses,  we  are  actually  interpreting 
the  same  data, "  says  Albin 

Throughout  the  partne'.ship, 
Envirotest  has  experienced  mcreased 
profitability  and  a  streamlining  of 
operations  Beyond  these  measurable 
results,  the  arrangement  gives 
Envirotest  the  opportunity  to  augment 
their  corporate  brain  power.  Albin 
explains,  "As  we  need  additional 
resources,  instead  of  creating  a 
large  staff  that  might  be  used  only 
60  percent  of  the  time,  we  rely  on 
C&L's  expertise.  We  could  not  afford 
to  hire  as  many  high-level  professionals 
as  we  can  access  through  C&L  -  we 
capitalize  on  their  know-how" 


Forming  a  true  partnership  has 
been  the  key  to  success.  "The  way 
the  two  companies  work  together  is 
one  of  the  main  advantages  of  the 
outsourcing  deal,"  says  Albin 
"C&L's  level  of  service  is  excellent, 
and  the  team  is  responsive  and 
communicative  "  The  firm  sends 
representatives  to  attend  company 
meetings  without  being  asked.  C&L's 
people  get  intimately  involved  in 
Envirotest's  operations  and  form 
close  professional  relationships 
with  company  managers. 

Albin  looks  at  outsourcing 
internal  audits  with  C&L  as  an 
ongoing  commitment  to  continuous 
business  improvement  "This  is 


an  open-ended  project.  The  current  J''^^*'''* 
emphasis  of  C&Ls  work  will  change 
over  time  as  new  risks  emerge  and 
the  business  changes  In  a  couple 
of  years  our  controls  will  be  fully 
in  place,  and  we  will  look  to  fine- 
tuning  lower  risk  areas  of  our 
business,"  she  says. 


MCI  Siistemhoyse  Suppor 
Caliber  Learning  Netmorli 

Caliber  Learning  Systems  is  a 
successful  example  of  how  honing 
core  competencies  can  result  in  a  m  mmo\ 
model  of  business  -  that  of  being  bi 
an  outsourcer  of  services  and  taking 
advantage  of  strategic  outsourcing 

An  affiliate  of  Sylvan  Learning 
Systems,  Inc.,  the  start-up  is  focusei 
on  creating  a  top-quality  distance 
learning  network  for  adult  professic 
education  and  training  services.  Cali 
is  world-class,  both  as  an  outsource 
and  as  a  provider  of  its  core  busine< 
state-of-the-art  distance  learning  pseM 
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Chris  L.  Nguyen,  COO,  Caliber  Learning  Network,  Inc 
!)  Dalrympie,  Sales  Director,  Network  Enterprise  Management,  MCI  Systemhouse  I 


"NguyenW  associates  believe 
the  technical  reliability 
of  Caliber^s  business  is 
strengthened  by  partnering 
with  MCI  Systemhouse. " 
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classrooms  and  services  -  to 
institutions  such  as  the  Wharton 
School  of  Business  and  Teachers 
College  at  Columbia  University 
So  when  looking  to  outsource 
the  networking  services  crucial  to 
delivering  its  core  business.  Caliber  jfcofe? 
had  to  ensure  that  all  services  woul 
function  at  the  highest  level  of 
performance  and  reliability.  The 
firm  turned  to  MCI  Systemhouse 
to  provide  the  full  spectrum  of 
networking  services  necessary  to 
provide  seamless  education  courses 
via  satellite,  video  conferencing, 
networking,  and  the  Internet 
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Cut  along  dotted  line. 

Ever  wish  you  had  an  extra  hand?  Additional  strength  to  help  balance 
your  organization's  many  priorities?  Another  resource  to  turn  to 
when  goals  seem  out  of  reach? 

In  print,  this  one-dimensional  cutout  is  all  we  can  offer.  In  reality,  however, 
we  can  lend  that  hand  by  managing  any  or  all  of  your  organization's 
training  and  development  functions. 

We  offer  a  broad  spectrum  of  services — from  providing  delivery 
to  administering  custom  training  and  managing  relationships  with  other 
providers  on  your  behalf.  The  possibilities  are  endless — 
and  all  based  on  your  organization's  priorities. 

Fact  is.  just  as  your  organization  is  really  good  at  what  //  does, 
we  are  really  good  at  what  we  do.  By  offering  training  and  consulting 
solutions  that  directly  support  your  business  objectives,  we  ensure  your 
people  have  the  skills  and  competencies  to  carry  out  your  vision. 

The  Times  Mirror  Training  Strategic  Resourcing  Group  is  a  powerful 
combination  of  the  best-known  sales,  leadership  and  customer  service 
organizations  in  the  worid.  Organizations  with  global  alliances. 
Organizations  known  for  results. 

Give  us  a  call  to  find  out  how  we  can  lend  you  a  hand. 
A  real  hand,  that  is. 


Times  Mirror  Training 
8875  Hidden  River  Parkway  •  Tampa,  Florida  33637 
800-566-0630  Exi,  44 


kaset  international  •  learning  international  •  zenger  miller 


The  decision  to  outsource  first-line 
support  for  procedural,  knowledge- 
based,  and  software/hardware  help- 
desk  functions  is  also  a  relief  to  Nguyen, 
especially  m  terms  of  mind-share 
which,  he  says,  "is  as  good  as  money." 

The  company  is  developing  a  sales 
operation,  marketing,  finance  -  and 
every  area  is  new  and  untested. 
"That  I  don't  have  to  deal  with  the 
networking  infrastructure  is  a  huge 
blessing,"  Nguyen  says.  "Plus  MCI 
Systemhouse  fits  into  our  price 
constraints  and  service  requirements." 

And  he  should  know.  Nguyen  helped 
build  Sylvan  Learning  Systems'  world- 
wide computer-based  testing  network, 
with  1,800  computerized  testing  centers, 
and  networking  needs  similar  to  Caliber's. 
But  that  business  didn't  outsource  the 
networking  and  infrastructure  services. 
"I  know  what  happens  when  you 
undertake  a  large-scale  deployment 
that  extends  your  organization 
beyond  its  core  competencies," 
Nguyen  says  "If  we  had  outsourced 
infrastructure,  hardware,  and  support 
from  the  beginning,  we  may  have 
gotten  off  to  an  even  stronger  start." 

Uestcoast's  Neiu  Business 
Focus  Hssisted  bij  Contour 

The  reason  Westcoast  Energy  Inc. 
entered  into  an  outsourcing 
partnership  with  Contour  Telecom 
Management,  for  basic  telephony 
support,  IS  so  the  supplier  of  energy- 
related  goods  and  services  could  easily 
and  confidently  move  into  new 
business  areas  without  the  burden 
of  unnecessan,'  infrastructure. 

We  want  to  become  one  of 
the  t(!j)  providers  of  energy-related 
sei"vice-,  .  nd  outsourcing  is  one  of 
the  strat<  i;K  tools  we  use  to  do  that, " 
says  mana-'cr  of  corporate  telecom- 
munications, i^onna  Marsland.  "It 
allows  us  to  ccnicr  our  expertise  on 
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our  business  and  focus  expert  outside 
resources  on  operating  areas  within 
the  company  that  are  not  our  core 
competencies, "  she  adds. 

Since  1990,  Westcoast  has  been 
evolving  from  a  natural  gas, 
pipeline,  and  transportation 
company  into  multiple  companies 
branching  out  into  regulated  and 
non-regulated  businesses.  "We  are 
growing  very  rapidly  and  there 
was  a  huge  volume  of  work,  and 
the  dynamics  of  the  company 
were  changing,"  says  Marsland 
about  the  forces  behind  the 
outsourcing  partnership. 

What  Contour  brought  to 
Westcoast  was  access  to  its 
telecommunications'  best  practices, 
economies  of  scale,  and  consistent 
quality  of  service,  says  Marsland. 
The  outsourcing  firm  was  also  able 
to  bring  order  to  the  inventory 
and  accounting  in  Westcoast's  voice 
telecommunications  environment, 
resulting  in  better  management  of  its 
suppliers  -  the  telephone  companies. 


"We  want  to  become  one 
of  the  top  providers  of 
energy-related  services^ 
and  outsourcing  is  one 
of  the  strategic  tools  we 
use  to  do  that " 


Contour  has  also  helped  Westcoast 
develop  structured  business  processes 
for  day-to-day  methods  of  operation. 
"Our  processes  were  eclectic  at  best 
and  nothing  was  documented  about 
what  to  do,  to  move,  or  to  change 
service,"  says  Marsland  The  outsourc- 
ing arrangement  has  also  freed  at  least 
one  new  start-up  venture  within 
Westcoast  to  move  forward  without 
taking  on  its  own  telecom  infrastmcture. 


Citibanh  Outsources 
Equipment  Credit 
llppficiitions  to  M 


Outsourcing  the  ability  to  , 
make  profitable  decisions  on  both 
business-to-business  credit  and 
receivable  management  services  i 
is  the  particular  specialty  of 
Dun  &  Bradstreet  (D&B)  Business 
Outsourcing  Services 

On  the  receivable  side  of  the 
business,  D&B  helps  reduce  days  sal 
outstanding  and  vastly  improves 
collections,  according  to  Darrell 
Hewson,  vice-president,  outsourcin{ 
development.  For  credit  managemei 
companies  who  work  with  D&B  get 
a  cost-effective  means  to  evaluate 
new  accounts,  says  Robert  Clark, 
vice-president,  business  outsourcing 
services.  Both  sides  benefit  from 
access  to  D&B  information  -  the 
most  comprehensive  business  datab;e 
in  the  world 

Take  Citicorp.  Its  global  equipm(t 
finance  division  outsourced  its 
credit  application  processing  and 
decision  support  services  to  D&B, 
and  the  results  are  faster  cycle  times 
reduced  overhead,  and  a  positive 
impact  on  bad  debt 

This  has  helped  the  division  , 
achieve  its  strategic  mission  -  to 
lower  the  cost  of  doing  business 
and  provide  faster  and  better  service!  ' 
for  clients  "Our  core  strategy  is  to  |'' 
service  Citibank  and  Citicorp  aroun 
the  world  by  offering  a  full  array  of 
equipment  leasing  products  and 
services,"  says  Citicorp  vice-presidei^ 
Wes  Wensek.  || 

The  division  finances  a  range  of  ! 
equipment  leasing,  from  a  $4  millioi 
MRI  scanner  for  a  hospital,  to  PCs 
for  a  small-  or  medium-sized  businel^ 
"It  IS  very  difficult  to  provide  such  ! 
a  huge  range  of  service  uniformly,"  , 
he  says.  || 
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PKS...  The  Mark  of  a  Leader 


The  Golden  Rectangle  was  derived  by  the  ancient  Greeks.  It  is 
the  foundation  for  patterns  in  art,  architecture  and  nature. 

Today,  it  is  the  trademark  for  the  international  service  leader  in 
computer  outsourcing  and  systems  integration. 

Behind  this  symbol  stands  a  company  whose  growth  has  been 
driven  by  a  strict  adherence  to  four  simple  principles  rarely 
practiced  by  others. 

■  Customer  Service  —  Customers  are  first.  We 
will  provide  service  to  ensure  the  highest  level 
of  satisfaction. 

■  Quality  —  To  achieve  customer  satisfaction, 
the  Quality  of  our  work  must  meet  the  highest 
standards,  those  of  our  customers. 

■  Partnership  —  By  developing  a  partnership 
with  customers,  we  share  in  the  responsibility 
for  satisfying  business  objectives. 

■  Ethics  —  We  will  conduct  business  in  an 
ethical,  legal  and  socially  responsible  fashion. 
Our  integrity  will  never  be  compromised. 

Let  us  show  you  how  PKS  can  put  these  principles  to  work  for 
you. 


INFORMATION 
SERVICES,  INC. 

A  Peter  M  Sons' Contpo^ 

Computer  Center  Outsourcing  ■  Network  Engineering 
Client/Server  Software  Development 
Reengineering  and  Replatforming  ■  Year  2000  Renovations 
Internet/Intranet  Solutions 

For  More  Information,  Please  Call:  800.757.9886 
www.pksis.com 


isek  is  pleased  with  D&B's 
■sponse  and  prompt  follow-up, 
las  resulted  in  a  drop  in  the 
takes  to  make  a  credit  decision 
^ull  day  to  just  15  minutes,  "At 
3U  get  a  lot  more  attention, 
and  response, "  he  says. 

Ousiness  Services 
lurcing  Streamlines 
;on's  Document 
ss 

oving  a  cumbersome  and  time- 
ing  customer  documentation 
was  the  im.petus  behind 
I  Ltd.'s  decision  to  outsource 
ation  to  Xerox  Business  Services 
Ltd.,  in  England,  is  an  important 
customer  documentation  for 
It  company,  the  Swedish 
munication  firm  Ericsson  AB. 
3roblem  was  that  the  spec- 
,  assembly,  and  reproduction 
mized  document  packs,  known 
imer  Libraries,  was  a  tedious 
snsive  process  for  Ericsson 
uments  were  text-based, 
?re  large-format  computer- 
sign  (CAD)  drawings, 
entire  process  was  manual 
:d  on  paper  copies 
was  further  compounded 
asing  complexity  due  to  the 
>f  the  company  -  the  evolution 
insion  of  Ericsson's  products 
ices,  and  their  installation 
large  number  of  sites 
)uld  take  from  six  to  10 
I  get  what  we  needed,"  says 
I  Brader,  document  services 
at  Ericsson  Ltd.  An  order 
as  large  as  800  documents 
ly  masters  were  discovered 
it  could  add  another  six 
'  the  date  of  delivery. 
■  problem  wasn't  just  time. 
Tient  volumes  increased, 


the  process  of  shipping  paper 
copies  from  headquarters  [in  Sweden] 
became  very  expensive  due  to  high 
shipping  and  storage  costs,"  he  adds. 

So  Ericsson  tapped  Xerox  for  the 
Document  Source,  a  strategic  outsourcing 
solution  that  provides  client  companies 
the  access  to  a  comprehensive  range 
of  document  sei^ices  and  solutions. 
This  partnerhship  has  improved  the 
document  management  process 
significantly,  says  Brader. 

Xerox  started  by  installing  and 
managing  a  series  of  high-speed  laser 
printers  v^'hich  enabled  the  master 
documents  for  each  customer  library 
to  be  retrieved  electronically  via  a 
high-speed  data  link  to  the  central 
IBM  mainframe  repository  m 
Stockholm. 

Second,  Xerox  added  an  on-line 
document  management  system  to 
handle  larger  drawings 

Finally,  Ericsson  agreed  that  a 
better  solution  would  be  to  add 
Xerox  Virtual  Printroom  (XVP) 
services  to  the  technology  mix. 
The  Virtual  Printroom  is  an 
engineering  document  management 
system  that  allows  the  user  to 
scan,  store,  access,  manage, 
distribute,  and  print  wide-format 
engineering  documents.  Designed 
as  a  multi-user  system,  XVP  software 
gives  entire  organizations  access 
to  mission-critical  information 
on  a  worldwide  basis. 

With  XVP  operational,  the  solution 
permits  Ericsson's  Library-Service 
Team  to  build  an  on-site  master 
library      ordering  single  prints 
of  the  te.^' -based  documents. 
These  are  sc.v  electronically 
from  Sweden  n  ■!  the  data  link 
and  are  printed  (-    the  Xerox 
printers  via  a  loca'  interface. 
The  number  of  dra^/uigs  in 
the  master  library  has  leached 
about  80,000  in  its  first  21  months 
of  operation. 


SPECIAL  ADVERTISING  SECTION 

Brader  says  there  have  been 
wide-ranging  benefits  from  the  Xerox 
Virtual  Printroom  being  fully  integrated 
into  the  work  process  for  printing 
masters  and  copies  of  Ericsson's 
Customer  Libraries.  For  example, 
the  documentation  packs,  a  vital 
part  of  Ericsson's  product,  are 
now  produced  in  three  weeks 
instead  of  the  previously  required 
six  to  10  weeks 

Other  benefits  provided  by  the 
Xerox/Ericsson  partnership  include 
minimal  equipment  downtime  because 
of  the  rapid  service  response  time 
and  backup  services  provided  by  the 
Xerox  network  of  off-site  Document 
Technology  Centers. 

As  a  result  of  these  improvements, 
Ericsson  AB's  president  of  business 
management  made  a  decision 
to  recommend  Xerox  as  a  global 
outsourcing  strategy  for  the 
entire  firm,  'That  made  us  all 
feel  good  about  what  we've 
accomplished  here  over  the 
past  few  years, "  says  Brader, 

Srrafeyic  Hllionce 
Mwiw  NRI  and 
BrisFoi-Mijers  Squibb 

The  strategic  alliance  between 
Bristol-Myers  Squibb's  (BMS) 
U.S.  Pharmaceutical  Group,  and 
MRI  will  save  BMS  both  time 
and  effort  as  it  goes  about  finding 
qualified  individuals  to  staff  its  sales 
organization 

"MRI  is  helping  us  identify  and 
screen  competitively  superior 
candidates  for  our  sales  organization," 
says  Clyde  Rush,  BMS  vice- 
president,  strategic  sourcing 
Over  a  10-week  period  BMS  is 
running  105  recruiting  conferences 
around  the  country  and  MRI 
is  providing  them  with  the 
candidates  for  those  conferences. 


"We  expect  to  have  a  very  high 
acceptance  rate  of  candidates 
because  they  will  all  be  prescreenec 
based  on  our  qualifications  and 
needs,"  says  Rush, 

The  alliance  with  MRI  will 
significantly  reduce  the  time  ^ 
commitment  that  it  would  traditionf 
ally  take  to  fill  those  positions.  "Byi 
the  time  we  mn  ads,  and  tap  all  the 
other  traditional  recruiting  sources, 
review  all  of  the  resumes,  and  do 
telephone  prescreening  intei'views, 
we  would  be  looking  at  a  very 
lengthy  process,"  he  explains. 

With  MRI,  Rush  expects  a 
40  percent  to  50  percent  acceptanc 
rate  from  the  candidates  interviewe 
versus  the  traditional  5  percent 
or  10  percent.  To  achieve  that, 
MRI  has  to  understand  the  compan 
culture  and  needs.  They  have  to 
know  what  the  employees  will  be 
doing,  and  they  must  spend  time 
prescreening  the  candidates  to 
ensure  BMS  is  getting  qualified  and 
competitively  superior  individuals 
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''MRI  is  helping  US 
identify  and  screen 
competitively  superior 
candidates  for  our 
sales  organization^*  X 
We  expect  a  very  high 
acceptance  rate." 
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To  meet  that  challenge,  MRI  ha 
developed  a  hiring  profile  for  each 
position  requested  by  BMS,  This 
detailed  profile  will  be  the  basis  of 
MRI  search    MRI's  regional  project 
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manager  and  teams  will  coordinate  ife 


MRI's  resources  The  combination 
of  the  project  teams  and  MRI's  fieic 
office  specialists  ensures  the  best 
available  candidates  will  be  sourcec 
and  presented  quickly  to  BMS 
regional  management. 
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Outsourcing  has  changed. 
Once  peripheral  to  IT 
operations,  it's  now  central 
to  strategies  to  improve 
productivity,  quality  and 
cost  savings.  Smart  businesses 
are  selecting  best-of-breed  out- 
sourcers.  Their  focus  is  on  attaining 
new  levels  of  IT  process  improvements. 

For  these  market  leaders,  there's  Keane's  outsourcing  solutions. 
Whether  the  need  is  to  manage  current  technologies  or  transition 
to  a  new  architecture,  Keane  introduces  an  advanced  process  model 
based  on  its  industry-renowned  Frameworks  methodologies. 

Keane,  Inc.  is  a  $600M  software  development,  outsourcing  and 
integration  services  firm.  Keane's  outsourcing  solutions  include: 


Application  Outsourcing 

Maintenance  and  enhancement  of  legacy 
and  newly  deployed  systems. 

Year  2000  Compliance 

Assessment,  planning,  modification 
and  testing  services. 

Application  Development 

Project  management  of  client-server 
development  and  integration  initiatives. 
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KEANE 


As  businesses  focus  on  IT  process  improvements,  they're  increasingly  using  the 
Capability  Maturity  Model,  developed  by  the  Software  Engineering  Institute,  as  a 
framework  for  their  outsourcing  agenda.  To  learn  more  about  this  new  outsourcing 
model,  call  800-239-0296  for  a  free  white  paper. 


In  1992,  we  launched  a  revolution. 

The  people  who  nnade  rocket  engines  for  Voyager  —  and  the  people  who  made 
them  for  Sputnik  —  started  a  commercial  partnership. 

United  Technologies  and  our  Russian  partner  NPO-Energomash  agreed  to  develop, 
build  and  market  rocket  engines  for  the  next  generation  of  U.S.  launch  vehicles. 

And  in  1998,  it  starts  to  pay  off. 

The  Lockheed  Martin  Atlas  MAR  will  make  its  first  commercial  launch  powered 
by  our  new  engine. 

Which  puts  us  ahead  in  the  biggest  emerging  market  of  all. 
Space. 


United 
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Sports  Business 


COMIVIENTARY 

By  Jay  Weiner  and  Justin  Catanoso 


SAYING  'ENOUGH!'  TO  BIG-LEAGUE  DEMANDS 


Soon  after  the  Minnesota  Legis- 
lature nixed  public  funding  for  a 
new  $356  million  Major  League 
Baseball  stadium,  the  citizenry 
stormed  the  capitol  to  pressure  law- 
makers into  changing  their  minds. 
Well,  actually,  it  was  just  a  bundled- 
up  army  of  two,  and  their  "vigil" 
lasted,  oh,  about  18  hours.  Then 
police  shooed  them  away  for 
not  having  the  proper  permits. 

"There  doesn't  seem  to  be  a 
lot  of  hope,"  said  Joe  Marble,  a 
bone-chilled  Minnesota  Twins 
superfan,  as  he  and  a  pal 
packed  up  their  tent  and  went 
home.  That  is  so,  Joe.  For  the 
fh'st  time  in  25  years,  a  big- 
league  baseball  team  is  on  the 
verge  of  moving.  And  there's 
not  much  grief  in  Mudville. 

Minnesota — which  voted  for 
Michael  Dukakis  and  Walter 
Mondale,  which  could  tum  a 
snow-removal  referendum  into 
a  class-warfare  debate,  and 
which  generally  loves  its 
sports — sent  a  loud  message  to 
the  big  leagues  last  month: 
"We're  mad  as  hell,  and  we're 
not  going  to  take  it  anymore." 

Moi'e  specifically,  the  people 
of  Minnesota  decided  to  let  the 
Twins,  winner  of  two  World  Se- 
ries in  the  past  decade,  take  a 
walk.  And  if  baseball  owners 
agree,  the  club  will  trek  all  the 
way  to  North  Carolina,  where 
there's  an  eager  gi'oup  of  in- 
vestors waiting. 
WHO'S  RIGHT?  A  baffled  Bud 
Selig,  the  acting  commissioner, 
says  baseball  has  no  choice  but 
to  set  the  Twins  free  from  the 
$10  milhon-a-year  operating 
losses  at  the  Metrodome.  "I 
guess  the  thing  that  puzzles  me 
is:  Is  everybody  else  wrong?"  asks 
Selig.  Citing;  Baltimore,  Denver, 
Cleveland,  and  Arlington,  Tex., 
where  new  taxpayer-financed  ball- 
f)arks  have  revived  baseball  and 
owners'  bottom  hnes,  Selig  adds:  "I 
iUm'i  Ih'r.k  so." 

Vve'.l,  ;hink  again.  Bud.  More  than 
30  sta'i'i.rn.^  and  arenas,  paid  for 
mostly  V.  !  h  (jublic  money,  have  been 
built  sinci    :*xr).  But  t)ublic  financing 


for  pro  sports  facilities  is  no  longer  a 
slam-dunk.  Last  spring,  voters  in 
San  Francisco  and  Seattle  barely  ap- 
proved financing  for  new  football  and 
baseball  stadiums.  Voters  in  Colum- 
bus, Ohio,  rejected  a  tax  hike  to 
build  a  new  arena  for  an  nhl  expan- 
sion team.  And  in  November,  voters 
in  Minneapolis  limited  sports  facility 


■tofflplMa^m  Joe  Marble's 
'Vigil"  at  the  capitol 
incited  no  groundswell 


spending  to  no  more  than  $10  mil- 
lion, and  voters  in  Pittsburgh  over- 
whelmingly rejected  a  financing 
package  to  build  new  stadiums  for 
the  Pirates  and  Steelers. 

Next  year,  the  electorates  in  Dal- 
las, Houston,  and  San  Antonio  will 
face  public-financing  initiatives  to  re- 
place functional  facilities.  In  Miami, 
where  the  five-year-old  Marlins  just 
won  the  World  Series  with  one  of 


the  highest  payrolls  in  baseball. 
South  Floridians  are  being  asked  to 
shell  out  for  a  new  ballpark.  And  in 
GreensboroAVinston-Salem,  voters 
will  decide  whether  they  want  to  im- 
pose a  restaurant  tax  to  help  build  a 
new  stadium  for  the  relocated  Twins. 

University  of  Chicago  sports  econ- 
omist Allen  R.  Sanderson  says  that  a 
better-informed  pubhc  has  be- 
come skeptical  of  sports  invest- 
ments. It  used  to  be  that  own- 
ers could  release,  virtually 
unchallenged,  glowing  economic 
impact  studies  that  promised 
thousands  of  new  jobs  and  mil- 
hons  in  new  spending  to  justify 
stadium  subsidies.  "The  fact  is, 
there's  little  impact,"  Sanderson 
says.  "Sports  do  not  create  very 
many  jobs,  and  there's  no  evi- 
dence that  they  help  attract 
new  industry." 

Twin  Cities  residents  learned 
that  lesson  four  years  ago  when 
the  NHL  North  Stars  left  town. 
Life  and  business  went  on  as 
usual.  That  helped  the  locals  ig- 
nore economic  and  "quality  of 
life"  arguments  made  by  the 
Twins.  Their  "definition  of  'quali- 
ty of  life'  is  government  paying 
for  things  rich  people  like  to 
do,"  said  one  legislatoi;  in  a  jab 
at  billionaire  banker  Carl 
Pohlad,  who  owns  the  Twins. 

As  the  dust  settles  in  Min- 
neapolis, a  finstrated  Twins 
President  Jerry  Bell  is  left  ask- 
ing: "What  is  the  message?" 
Simple.  Pro  sports  owners  who 
bui'y  themselves  financially  by 
allowdng  salaries  to  skyrocket 
blithely  expect  taxpayers  to  dig 
them  out.  Communities  have 
long  paid  dearly  to  support  their 
teams,  but  the  costs  have 
reached  unconscionable  levels.  The 
economics  of  pro  sports  is  spinning 
out  of  conti'ol,  and  perhaps  the  only 
thing  that  can  rein  it  in  is  the  voice 
of  the  people  in  places  like  Colum- 
bus, Pittsburgh,  and  Minnesota. 
Voices  that  won't  take  it  anymore. 


Weiner  covers  sports  in  Minnesota; 
Catanoso  writes  about  business  in 
North  Carolina. 
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uer  sky,  greener  grass,  cleaner  air.  These  are  elements  we  see  in  the  vehicles 
I're  developing  at  FORD  MOTOR  COMPANY.  Like  the  Synthesis  2010.  A  car 
hose  ho  dy  is  made  of  10  0%  RECYCLABLE  aluminum.  Which  is  just  as  strong 
steel,  yet  gentler  on  the  gas  pump.  Today,  Ford  is  an  industry  LEADER  in 
uminum  fabrication  and  RECYCLED  plastics.  It's  all  part  ofour  continuing 
fort  to  build  ENVIRONMENTALLY  RESPONSIBLE  cars  that  combine  even 
iter  fuel  e  c  ono  my  and  H I G  Li  RECYCLABILITY.  We  believe  this  visionary 
inking,  powered  by  the  latest  technology,  will  make  cars  and  trucks  safe  on 
e   road   and   the   ENVIRONMENT.    Which   has   always  been   our   original  idea. 


RD    Automotive  Operations 


Ford    Financial   Services  Group 
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more  information,  contjct  us  on  the  Internet  at-  http://nHH.jorJ.co 
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From:  Microsoft  Office  97 
Sent:  Friday,  6:15  p.m. 
To:  Anyone  still  at  work 
Re:  Go  home. 


We  can't  guarantee  you  a  9-to-5  life.  But  if  you're  working  hours  straight  out  of 
a  Dickens  novel,  Microsoft "  Office^  97  can  help  slice  time  off  your  workday  with 
smart  tools  that  let  you  get  more  done  with  less  effort.  For  example,  Microsoft  Word 
keeps  a  wary  eye  on  your  typing,  correcting  spelling  and  grammar  flubs  on  the 
fly. ..and  can  automatically  finish  typing  dates  and  common  words.  AutoCorrect  in 
Microsoft  Excel  can  correct  common  formula  errors  as  you  go.  Keep  everything 
organized  in  one  place  with  the  Outlook™  desktop  information  manager.  Turn  the 
Internet  into  your  source  of  instant  answers.  And  if  you  hit  a  wall,  ask  our  Office 
Assistant  a  simple  question  and  you'll  get  a  simple  answer.  With  Office  97,  you're 
as  productive  as  you  ever  were.  You  may  just  get  home  earlier.  So  while  you're 
still  at  the  office,  check  out  Office  97  at  www.microsoft.com/office/. 
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Where  do  you  want  to  go  today?"  www.microsoft.com/office/ 
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Reach  these  Business  Week  advertisers  on  the  Web: 


3M 

www.3m.coni 
Advanced  Micro  Devices 
wvw.amd.coiii 
Aetna 

www.aetna.com 

The  American  Institute 

of  Architects 

www.aia.org 

American  Century 

www.ameiicancentury.com 

American  Power  Conversion 

Www.apcc.com 

Arthur  Andersen 

www.ArthiirAndersen.com 

Andersen  Consulting 

www.ac.com 

AST  Computer 

www.ast.com 

AT&T 

www.att.com 

AXA  Insurance  &  Investment 

www.axa.coni 
Bayer 

www.bayer.com 
British  Telecom 
www.btglobal.com 
Cadillac 

www.cadillac.com 
Caliber  System 
www.calibersys.com 
Canon  Computer  Systems 
www.ccsi.canon.com 
Chevrolet  Motor  Division 
www.chevrolet.com/car 
Chrysler 

www.chryslercorp.com/ 
Cisco 

www.cisco.com 
The  CIT  Group 

www.citgroup.com 
Clarify 

www.clarifv.com 


CNF  Transportation  Inc. 

www.cnf.com 
Comdisco 
www.conidisco.com 
Compaq 

www.compaq.com 

Control  Data 

www.cdc.com 

Dana  Commercial  Credit 

www.dana.com/dcc 

Dassault  Falcon  Jet 

www.falconjet.com 

Digital  PC 

www.windows.digital.com 

Diners  Club  International 

www.dinersclub.com 

Ericsson 

www.ericsson.se 

E'TRADE 

www.etrade.com 

Exide  Electronics 

www.exide.coni 

Federal  Express 

www.fedex.com 

Fidelity  Investments 

www.fidelity.com 

FILENET 

www.filenet.com 

Flexilntemational  Software 

www.flexi.com 

Ford 

www.ford.com/ 
Fujitsu 

www.fujitsu.com 
Fujitsu  PC  Corporation 
www.fujitsu-pc.com 
Gateway  2000 
www.gateway.com 
General  Motors 
www.gm.com 
GTE 

www.gte.com 
Hammennill 

www.hammermillpaper.coni 


Hewlett-Packard 

www.hp.com 

Hilton  Hotels  &  Resorts 

vww.hikon.com 

Hitachi 

www.hitachi.com 
Hoechst 

www.hoechst.com 
Honda 

www.honda.com 

Hyatt  Hotels  Corporation 

www.hyatt.com 
IBM 

www.ibm.com 
Imation 

www.imation.com 
Intel 

www.intel.com/ 
International  Paper 
www.ipaper.com 
Invesco 

www.invesco.com 
ITT  Hartford 
www.itthartford.com 
Kinko's  Corporate 
www.kinkos.com 
Lawson  Software 
www.Lawson.coiii 
Lexus 

www.lexususa.com 
Lincoln-Mercury 

www.lincolnniercury.com 
Lotus 

www.lotus.com 
Lucent  Technologies 
www.lucent.coni 
Lufthansa 

www.lufthansa-usa.com 
MCI 

www.mci.com 
Mercedes-Benz 

www.usa.mercedes-benz.com 
Merrill  Lynch 
www.ml.com/ 
Microsoft 

www.microsoft.com/ 

Miravant 

www.miravant.com 

MOVADO 

The  Museum  Watch 

www.movado.com 

NCR 

www.ncr.coni 
Norfolk  Southern 

www.nscorp.com 


Nortel 

www.nortel.com 
Northrop  Grumman 
www.northgrum.com 
Northwest  Airlines 
www.nwa.com 
Novell 

www.novell.com 
NYSE 

www.nyse.com 

Oracle  Corporation 

www.oracle.com 

Palm  Computing 

A  division  of  U.S.  Robotics 

www.usr.com/palm 

Pandesic 

www.pandesic.com 

PeopleSoft 

www.peoplesoft.com 

PLATINUM  Technology 

www.platinuni.com 

The  Principal  Financial  Group 

www.principal.com 

Praxair 

www.praxair.com 
QUALCOMM 
www.qualcomm.com/cdnia 
Roberts  Express,  Inc. 
www.roberts.com 
RPS,  Inc. 
www.shiprps.coni 
SAP 

www.sap.com 
SAS  Institute 
www.sas.com/ 
Savin 

www.sales@savin.com 
Charles  Schwab 
www.schwab.com 
Siemens  Microelectronics 
www.siemens.com 
SkyTel 

www.skytel.com 
Southern  Company 
www.southernco.com 
Sprint 

www.sprint.com 


StorageTek 

www.storagetek.com 
Sun  Microsystems 
www.sun.com 
Sybase 

www.sybase.com 
Symantec 
www.symantec.com 
Symbios  Logic 
www.symbios.com/b' 
Texas  Instruments 
www.ti.com 
Tivoli 

www.tivoli.com 
Toshiba  America 
Information  System^. 

computers. toshiba.col 
Toyota  in  America  I 
www.toyota.com/usa  ! 
Toyota  Motors  ' 
www.toyota.com 
T.  Rowe  Price  ! 
wvvw.trov/eprice.com 
Unisys 

www.unisys.com 
United  Airlines 
www.ual.com 
United  Technologi 
www.utc.com 
UPS 

www.ups.com 
USPS  Priority  Mail 

USPS.supplies.gov 

US  Web 

www.usweb.com 
UUNET  Technologi' 
www.uu.net  ^ 
The  Vanguard  Groujj 
www.vanguard.com  | 
Visteon 

www.visteonet.com 
Visio  j 
www.visio.com  ' 
Walker  Interactive  Sy|ms 

www.walker.com 
Xerox  !| 
www.xerox.com 


BusinessWeel 


Flexilntemational  Softwar 


800-353-9492  http://wvwv.flexi.coirm 
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;ORS  ARE  THE  UN- 

ts  of  air  condition- 
aerators,  and  indus- 
ig  systems.  Because 
■ankshafts,  and  other 
)arts  are  essential, 
pressors  guzzle  elec- 
tricity while 


SUPERSONIC 

Compressor 


Doling  pipes.  But  not 
if  Macr-oSonix  Coip. 
)nd,  Va.,  has  its  way. 
Tim  S.  Lucas  has 
an  energy-stingy 
ar  that  requii-es  no 
jarts.  He  recently 
prototype  to  a  meet- 


ing of  acoustical  engineers  in 
San  Diego. 

The  compressor's  seci-et: 
superpowerful  sound  waves. 
Energy  transmitted  by  sound 
is  already  used  by  ultrasonic 
welding  to  melt  plastics.  Be- 
yond a  certain  amplitude, 
though,  sound  energy  dissi- 
pates as  shock  waves.  Lucas 
discovered  he  could  thwart 
this  dissipation  by  precisely 
shaping  the  sound  waves  in- 
side special  containers  called 
resonators.  These  can  gen- 
:  erate  sound  waves  that 
pack  1,600  times  more  en- 
ergy  than  ever  befoi-e  and 
can  create  pressures 
reaching 
500 


pounds 

per  square  inch.  "It's  one  of 
the  most  exciting  things  to 
come  along  in  acoustics  in 
several  years,"  says  Grego- 
ry W.  Swift,  an  acoustics  ex- 
pert at  Los  Alamos  National 
Laboratory.         Neil  Gross 


E  THIS  RIDDLE  AND  WiN  $50.000 

iOPLE  STOP  THINKING  ABOUT  MATH  PROBLEMS 

iiey  finish  school.  Not  Andrew  Beal,  founder  of 
mk  in  Dallas.  His  hobby  is  number  theoiy,  and 
excited  by  a  recent  insight  that  he'll  pay  up  to 

to  anyone  who  can  validate  his  discovery^ 
s  challenge  relates  to  Pierre  de  Fermat's  famous 
■orem,  an  arcane  proposition  that  defied  solution 
;e  centuries  imtil  Princeton  University  mathe- 
n  Andrew  J.  Wiles  licked  it  a  few  years  ago.  To 
speedier  resolution  to  his  conjecture,  Beal  is  of- 
55,000,  and  will  increase  it  by  $5,000  a  year  up  to 
,  to  the  first  person  to  prove  or  disprove  this: 

B,  C,  X,  y,  and  z  are  positive  whole  numbers,  x, 
z  are  greater  than  2,  and  A'+  B"  =  C~,  then  A,  B, 
have  a  cominon  factor.  (FeiTnat's  theorem  is 
sstrictive,  with  the  exponents  x,  y,  and  z  being 
il.)  For  example,  in  3''  +  18--  =  3*,  all  the  numbers 
as  a  factor. 

has  already  shown  his  conjecture  holds  for  expo- 
,s  large  as  100,  but  he  hasn't  been  able  to  formu- 
)roof.  A  committee  of  mathematicians,  headed  by 
iel  Mauldin  of  the  University  of  North  Texas, 
5rsee  Beal's  contest.  Elizabeth  Veomett 


FLATLAND:  THE  FINAL  FRONTIER? 


A  PROJECT  CALLED  CHeX  IS 

about  as  close  as  you  can 
get  to  the  mythical  Flat- 
land,  a  world  with  only 
two  dimensions.  CHeX 
stands  foi-  Confined  Heli- 
um Experiment,  conduct- 
ed aboard  the  Space  Shut- 
tle Columbia.  One 
purpose,  says  John  A. 
Lipa,  the  Stanford  Uni- 
versity physicist  who 
heads  CHeX,  is  to  help 
determine  how  small  chips 
can  get  before  quantum 
effects  force  the  semicon- 
ductor industiy  to  spend 
gigabucks  harnessing  the 
woolly  world  of  quantum 
physics. 

Blame  it  on  two-faced 
electrons.  Usually  they 
behave  like  particles, 
but  sometimes  hke 
waves.  The  latter  oc- 
curs in  flatland  cir- 
cuits, where  lines 
aren't  much  bigger 
than  electron  waves. 
Confine  electrons  that 
tightly,  and  the  con- 
ductivity of  metals  and 
semiconductors  plunge; 

There  are  three  theo 


lies  to  explain  this,  but 
Httle  direct  evidence. 
That's  where  helium 
comes  in.  It  is  the  only 
substance  whose  atoms 
don't  become  immobile 
even  at  absolute  zero.  In 
fact,  at  roughly  -45r)F,  he- 
lium becomes  a  "superflu- 
id"  with  no  resistance  to 
electron  flow.  The  size  of 
the  so-called  confinement 
effect  then  increases 
10,000  times,  becoming  big 
enough  to  measure  direct- 
ly. The  results  should  help 
show  which  of  the  three 
theories  provides  the  most 
accurate  prediction.  □ 


THE  END  OF 
ASTHMA 

AS  WE  KNOW  IT? 

SOME  12  MILLION  AMERICANS 

have  chronic  asthma.  Now, 
I'elief  may  be  on  the  way  for 
those  whose  condition  is  due 
to  an  allergy.  A  genetically 
engineered  monoclonal  anti- 
body known  as  anti-IgE  in- 
hibits the  natural  antibodies 
that  release  symptom-causing 
chemicals.  Unhke  antihista- 
mines, which  merely  treat 
symptoms,  anti-IgE  curtails 
the  inflammatory  process. 

Genentech  Inc.,  which  ini- 
tiated the  research,  is  evalu- 
ating 15  clinical  studies  of  the 


new  monoclonal  with  Tanox 
Biosystems  and  Novartis,  a 
Swiss  conceiTi.  So  far,  I'esults 
are  positive,  with  no  serious 
side  effects. 

Anti-IgE  may  also  prove 
effective  in  treating  hay  fever 
and  possibly  food  allergies, 
says  Donald  W.  Cockcroft,  a 
lung  speciahst  at  the  Univer- 
sity of  Saskatchewan's  Royal 
University  Hospital.  For  ex- 
ample, a  stutly  of  525  patients 
with  allergic  rhinitis  is  under 
way.  This  reaction  to  dust  or 
other  airborne  particles  af- 
fects 40  million  Americans. 
Genentech  expects  the  final 
round  of  clinical  studies 
to  begin  in  1998,  so  a  com- 
mercial drug  is  still  years 
away.  Johanna  Knapsehuefer 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwdec@businessweek.com 
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CARS 


TOYOTA'S 

GREEN 

MACHINE 

The  jazzy  new  Prius  will  help  cut  pollution,  but 
will  consumers  start  flocking  to  the  showrooms? 


It  was  Toyota  Motor  Coip.'s  most  ex- 
travagant product  launch  in  yeai's.  As 
cliimes  sounded,  huge  video  screens 
showed  views  of  sky  and  birds.  A 
sporty  compact  car  aj^j^eared  on  stage, 
and  a  broadcast  voice  summoned  Toyota 
Pi-esident  Hii-oshi  Okuda  to  take  a  ride  in 
the  Prius,  the  workl's  fii'st  mass-produced 
car-  powered  by  a  combination  of  gaso- 
Hne  and  electricity.  Six-foot-tall  Okuda 
sc|ueezefl  into  the  back  of  the  Piius  wliile 
Toyota  cliief  engineer  Takeshi  Uchiyama- 
da  drove  the  car  silently  dowai  a  ramp  to 
the  balh-oom  floor  of  Tokvo's  ANA  Hotel. 


It  was  quite  a  spectacle  for  just  one 
new  car  among  the  score  the  giant  auto 
maker  has  i-ecently  launched.  But  with 
the  Piius,  which  goes  on  sale  in  Japan  on 
Dec.  10,  Toyota  was  making  a  declai-tition. 
This  is  to  be  the  first  of  a  new  genei-ation 
of  Toyota  cars  whose  engines  will  cut  aii" 
pollution  ch'amatically  and  boost  fuel  effi- 
ciency to  spectacular  levels.  Toyota,  in 
short,  wants  to  launch  and  dominate  a 
new  "gi'een"  era  for  automobiles — and  it 
will  spend  billions  to  do  it.  After  con- 
tjuering  Japan,  Toyota  plans  to  sell  the 
Prius  and  other  gi'een  cai*s  in  the  U.  S. 


It's  a  big  gamble.  No  carmaker  Ife 
ever  succeeded  in  selling  consumers  ia 
masse  something  they  have  never  wac- 
ed  to  buy:  cleaner  aii-.  And  oil  and  gai- 
line  prices  are  bumping  along  at  reccd 
lows.  Even  in  Japan,  where  a  Hteriif 
regular  gas  can  cost  as  much  as  $1,  cjt 
makers  have  trouble  pushing  higher  f 
economy  and  lower  carbon  emission: 

But  Japan's  major  carmakers  are 
noring  the  doomsayers.  Toyota  at 
moment  leads  the  pack  by  making  a 
rious  effort  to  mass-market  the  hyb 
car,  which  uses  a  gasoline  engine 
electric  motor  to  cut  emissions  dramp**"'?™'' 
ically  and  get  as  much  as  28  kilomet 
per  liter — equivalent  to  66  miles  a  | 
ion.  Honda  Motor  and  Nissan  Mo»'^^'* 
too,  are  developing  hybrid  cars.  Toy( 
Nissan,  and  Mitsubishi  Motors  hi 
launched  cars  and  sport  utility  vehic 
that  increase  fuel  efficiency  by  as  mi 
as  30%  in  controlled  tests,  and  cut  p 
lution  through  direct-injection  gasol 
engines.  "Green  cars  could  be  yet 
other  issue  that  puts  Japan  in  a  lead 
ship  position,"  says  Maryann  N.  Kel 
an  auto  analyst  for  Furman  Selz  IJM,"] 
in  New  York. 

The  Japanese  predict  that  gasol 
prices  will  rise  worldwide  and  that  i 
lution  and  global  warming  will  prove 
governments  to  enact  tough  measures 
clean  the  am  So  Japan's  auto  industrj 
shelling  out  about  $2  billion  every  y 
on  gi'een-car  research.  When  repres 
tatives  from  some  150  countries  toucl 
down  in  Kyoto  on  Dec.  1  for  an  int  iavetoiri 
national  summit  on  global  wanning,  T 
ota,  Nissan,  Honda,  and  Mitsubishi 
had  a  I'eadymade  for-um  for  promot  SfarAiufi 
their  cars. 


urea 


The  Big  Thi-ee  in  Detroit  and  G  ideetrii 
many's  carmakers  are  also  spending 
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A  PEEK  UNDER  THE  HOOD 

tijs  IS  powered  by  an  internal  combustion 
■nd  an  electric  motor.  They  are 
0  turn  on  and  off  indepen- 

lly  in  a  way  that  boosts  efficien- 

and  cuts  pollution.  A  power 
split  device  insures  that  power 
is  delivered  smoothly  to  the 
wheels  and  !o  the  generator  as 
the  mc  engine  turn  on 

and  ot    i ■  j^onerator 
charges  the  batteries  and 
serves  as  1!  starter. 
The  invertn  c^s  alternat- 

ing current  tor  the  motor  and 
direct  current  to  charge  the  nick 
ei- metal  hydride  battery. 
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DATA  TOYOTA  MOTOR  !f- 
 i- 
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metric  and  hybrid  vehicles,  di- 
on  engines,  methanol,  ethanol, 
gen-powered  fuel  cells.  The 
lave  had  much  success  with 
t-injection  diesel  technology, 
al  Motors  has  leased  only  288 
c  cars  after  a  year 
expects  to  sell  more  than 
IS  models  to  Japanese  drivers 
;  year  To  do  that,  it  is  charg- 
16,929  a  car  Rivals  and  ana- 
hat's  about  $16,000  below  the 
cost  of  building  the 
Toyota  insists  it 
ig  money  on  the 
^sts  figure  Toy- 
price  strategy 
ite  annual  losses 
han  $100  mil- 
new  compact, 
ist  sell  an  un- 
000  Priuses  a 
lake  a  profit, 
stopher  Redl, 
analyst  at  ing 
Pokyo.  "It's  go- 
11  very  well," 

"But  that's  only  because  they 
to  sell  it  at  a  loss." 
PLIT."  Toyota  began  develop- 
ius  four  years  ago.  The  auto 
ief  engineer,  Uchiyamada,  pro- 
ir  that  would  be  30%  more 
nt.  But  Toyota's  head  of  re- 
development, Akihii'o  Wada, 
idea.  Says  Uchiyamada:  "He 
oal  was  too  low  and  that  we 
e  to  increase  fuel  efficiency 
les." 

iyamada  spent  yet  another 
rehing  what  types  of  engines 
such  high  standards.  He  con- 
'ctxic  motors.  Another  option 
ell  cars  that  run  on  hydro- 


gen. But  he  suspected  mass  production 
might  not  be  possible  for  another  15 
years.  Uchiyamada  finally  settled  on  a 
hybrid  system  powered  by  an  electric 
motor,  nickel-metal  hydride  battery,  and 
gasoline  engine. 

It  took  Toyota  engineei-s  two  years  to 
develop  the  power  system  in  the  Prius. 
The    car  is 
driven 


COST  DILEMMA 


The  Prius'  retail  price 
is  $16,929,  but  building  one  of 
these  cars  may  cost  twice  as  much 

by  both  the  gasoline  engine  and  electric 
motor,  with  a  newly  developed  1.5-Uter 
engine  providing  the  primary  power. 
When  the  engine  is  in  use,  a  special 
"power  spht  device"  sends  some  of  the 
power  to  the  drive  shaft  to  move  the 
car's  wheels.  The  device  also  sends  a 
portion  of  the  power  to  a  generator, 
which  in  tum  creates  electricity.  Some 
of  that  electricity  drives  the  motor,  and 
some  of  it  is  stored  in  the  battery  for 
future  use. 

The  Prius  can  switch  back  and  forth 
between  motor  and  engine,  or  employ 
both,  vdthout  creating  a  jerking  mo- 
tion in  the  way  the  car  drives.  The 
battery  and  motor  are  used  to  power 


the  car  at  slow  speeds.  At  normal 
speeds,  the  motor  and  engine  work  to- 
gether to  power  the  wheels,  and  at 
higher  speeds  the  battery  kicks  in  ex- 
tra power.  When  the  car  decelerates 
and  brakes,  the  motor  converts  the  ve- 
hicle's kinetic  energy  into  electricity 
and  sends  it  through  an  inverter  to  be 
stored  in  the  battery.  So  the  car's  own 
movement  as  well  as  the  power  from 
the  gasoline  engine  provide  the 
electricity  needed. 

The  energy  created 
and  stored  by  decelera- 
^  tion  boosts  the  car's  ef- 
ficiency. So  does  the  fact 
that  the  engine  shuts 
dovm  automatically  when 
the  car  stops  at  a  Ught. 
Toyota  claims  that  in 
tests,  its  hybrid  car  has 
boosted  fuel  economy 
by  100%  and  engine  ef- 
ficiency by  80%.  The 
Prius  emits  about  half 
as  much  carbon  dioxide, 
and  about  one-tenth  as 
much  carbon  monoxide,  hydrocarbons, 
and  nitrous  oxide  as  conventional  cars. 
It  also  sports  a  futuristic  look  that 
Uchiyamada  insisted  on. 

Toyota  forecasts  that  hybrids  will  ac- 
count for  a  third  of  the  world's  auto 
market  as  early  as  2005.  But  Japan's 
Ministry  of  International  Trade  &  In- 
dustry expects  2.4  million  alternative 
fuel  vehicles,  including  hybrids,  to  roam 
Japan's  back  streets  by  2010. 

Japanese  carmakers  believe  that 
their  government  may  soon  tell  them 
to  slash  carbon  dioxide  emissions  by 
20%  by  2010.  They  also  take  Ameri- 
can pollution  standards  seriously.  It 
was  Honda,  not  an  American  carmaker. 


NORMAL  DRIVING 

The  gasoline  engine 
now  starts  up  while 
the  electric  motor, 
propelled  by  the  gen- 
erator, kicks  in  power. 


FULL-THROTTLE 

The  battery  powers  the 
electric  motor,  which 
drives  the  wheels  with 
the  engine  when  the 
car  accelerates. 


DOWNHILUBRAKING 

The  wheels  power  the 
generator,  which  pro- 
duces electricity  to 
store  in  the  battery  for 
future  use. 


STOPPING 

When  the  car  stops  in 
traffic,  the  gasoline 
engine  shuts  off  to 
reduce  energy  loss  and 
eliminate  exhaust. 
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that  first  sold  low-emission  vehicles 
across  the  U.  S.  this  fall,  with  the  new 
Accord. 

Many  of  Japan's  innovations  run  the 
risk  of  becoming-  impressive  technolo- 
gies meant  for  the  masses  but  actually 
only  bought  by  the  elite.  Why  buy  a 
$16,000  Prius  when  a  $13,000  Corolla  is 
more  affordable?  Toyota  has  convinced 
only  1,862  of  4o,382  Corona  Pi-emio  buy- 
ers to  pay  $866  more  for  its  version  of 
the  direct-injection  gasoline  engine.  It 
doesn't  help  Toyota  that  it  is  launching 
the  Prius  in  the  middle  of  a  sagging 
domestic  car  market. 

The  unfamiliarity  of  gi'een  technolo- 
gy can  also  frighten  consumers.  The 
Japanese  government  sponsors  festi- 


vals where  people  can  test  drive  al- 
ternative-fuel vehicles.  P)Ut  some 
turned  down  that  chance  on  a  rainy 
weekend  in  May  because  they  feared 
riding  in  an  electric  car  might  electro- 
cute them. 

The  Japanese  may  face  an  even 
rougher  ride  in  North  America. 
Chrysler  Corp.'s  research  shows  that 
fuel  economy  ranks  19th  among  reasons 
to  buy  a  car,  right  after  "quaUty  of  the 
air-conditioning."  Environmental  con- 
cerns are  fiuther  down  the  list.  Yet  the 
Japanese  press  on.  From  2010  on,  Mit- 
subishi says,  it  will  only  sell  cars  pow- 
ered by  direct-injection  gasoline  engines 
in  Japan.  Such  vehicles  now  account  for 
almost  40%  of  Mitsubishi's  sales.  Toyota 


will  soon  introduce  two  new  recreatij,- 
al  vehicles  with  gasohne  direct-inject^ 
engines.  Nissan  is  launching  the  Le^ 
ard  sedan  powered  by  a  direct-injectjp 
gasoline  engine. 

The  efforts  of  Toyota  and  its  Japi 
ese  competitors  may  be  folly.  Tl| 
again,  many  skeptics  thought  the  Jaf 
ese  would  never  succeed  in  seUing 
efficient  automobiles  20  years  ago 
the  Japanese  are  right  about  the  hidi 
potential  of  hybrid  cars  and  other  gr] 
technologies,  their  rivals  in  Detroit 
Germany  may  have  to  play  a  co 
game  of  catch-up. 

By  Emily  Thomton  in  Tokyo,  i 
Keith  Naughton  in  Detroit  and  Dc 
Woodruff  in  Frankfmi 


STEERING  THE  HYBRID  THROUGH  A  TEEMING  TOKYO 


Even  on  a  Saturday  morning,  navi- 
gating the  traffic  in  downtovni 
Tokyo  can  be  a  driver's  worst 
nightmare.  But  Toyota  Motor  Corp.'s 
$16,929  Prius  is  designed  for  just 
such  stop-and-start  jams.  In  tests, 
the  compact  car's  "hybrid"  power 
plant — an  electric  motor  and  a  gaso- 
line engine — gets  66.5  miles  per  gal- 
lon of  gas  in  heavy  city  traffic.  That's 
twice  the  fuel  efficiency  of  a 
conventional  Toyota  with  a 
comparable  engine,  the  1.5- 
liter  Carina  sedan.  And 
when  the  Prius  comes  to  a 
halt,  the  gas  engine  doesn't 
idle.  You  can  hardly  feel  it, 
but  the  engine  shuts  off — 
reducing  exhaust  to  zero. 
SEAMLESS.  I  tested  a  Prius 
one  recent  weekend  in 
Shibuya,  one  of  Tokyo's 
most  congested  shopping 
districts.  The  differences  be- 
tween a  Prius  and  a  con- 
ventional car  were  evident 
as  soon  as  I  started  up:  I 
couldn't  tell  whether  the  car 
was  ixmning.  Turning  the 
ignition  key  starts  the  electric  motor 
and  the  gas  engine,  but  the  gas  en- 
gine shui.s  off  in  seconds  if  the  bat- 
tery is  charged.  The  fii-st  clue  that 
the  car  was  ready  to  go  was  a  "Wel- 
come to  Prius"  message  flashing 
across  a  liquid-crystal  display  screen. 
The  gas  engine  didn't  come  back  on 
u.ntil  I  built  up  speed. 

T)\e  dashboard  is  a  big  part  of  the 
Priu,','  next- generation  feel.  Its  cen- 
tr;?vi  feature  is  the  '.cd  screen,  which 


tells  you  everything  fi'om  the  outside 
temperature  to  your  fuel  efficiency, 
displayed  with  colored  bar  charts 
and  star  bursts.  The  brakes  had  a 
mushy  feel,  but  they  were  highly 
sensitive.  Toyota  apparently  intends 
to  adjust  them. 

Green  arrows  on  the  LCD,  showing 
that  the  electric  motor  was  running, 
would  quickly  tmn  orange  whenever 


NEXT-GENERATION  FEEL:  Prius'  dasli  offers  reado 


the  engine  kicked  in.  These  transfers 
of  power  were  seamless.  The  Prius 
features  Toyota's  new  1.5-liter,  foui- 
cylinder  engine,  which  is  designed  to 
get  15%  more  fuel  efficiency  than  the 
Carina's  comparable  engine.  I  was  as- 
sured that  even  my  stops  and  starts 
were  more  fuel-efficient  than  a  gas- 
powered  Carina.  But  as  the  L(;:d  told 
me,  I  seemed  to  achieve  the  maxi- 
mum fuel  efficiency  when  maintaining 
a  constant  speed  on  the  gas  engine — 


as  in  any  conventional  car. 

Unlike  Toyota's  rav4  electric  vehi- 
cle, which  must  be  recharged  every 
134  miles,  the  Prius  doesn't  need 
recharging.  When  the  car  deceler- 
ates, the  electric  motor  kicks  in  and 
acts  as  a  generator.  That  converts 
otherwise  wasted  energy  from  the 
engine  into  electricity  that  charges  a 
nickel-metal-hydride  battery. 

Toyota  believes  the  bat 
tery  should  last  for  the  fu] 
10-year  lifespan  of  the  car 
and  offers  its  standard 
five-year,  60,000-mile  war- 
ranty. This  will  be  the  firs 
time  the  hybrid  system 
and  other  new  gadgets  in 
this  car,  including  the  LCD 
monitor,  wiW  be  tested  in 
mass  market.  Toyota  is 
now  training  service  tech 
nicians  at  all  50  of  its  deal 
ers  around  Japan,  who  op 
erate  some  1,300  outlets. 
Some  analysts  suspect 
buyers  may  have  to  shell  i 
out  additional  sums  to  sat 
isfy  government-mandated 
shakev  inspectors,  who  check  cars 
after  their  fu"st  three  years  on  the 
road  and  every  two  years  after 
that. 

Although  the  Prius  costs  more 
than  the  $12,441  Carina,  it  is  a  lot  d 
fun  for  the  money.  And  a  team  in  tlj 
company's  Cahfomia  design  studio 
has  given  the  car  a  sporty,  New  Agi 
look.  Attention  all  gadget-hungry 
grease  monkeys:  Try  one. 

By  Emily  Thornton  in  Toki 
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233MHz  Pentium"  Processor 
With  MMX~  Technology 

Maximize  your  performance 
with  the  fastest  Pentium  processor 
available  in  a  notebook. 


1 3.3"  Active-IVIatrix 
TFT  Color  Display 

Provides  a  21%  larger  viewing 
area  than  12,1"  displays.  And 
with  1024  X  768  high  resolution, 
even  the  most  intricate  images 
look  razor  sharp. 


3D  Graphics 

ViRGE  /IVIX  3D  graphics 
oiler  brings  3D  capabilities 

notebook  and  up  to  60% 
aster  2D  performance. 


Up  To  7-Hour 
Battery  Life 

New  architecture  allows 

for  over  3.5  hours  of 
standard  battery  life  — 
and  up  to  7  hours,  using  an 
optional  second  battery 
in  the  SelectBay" 


Video  Capture 
And  Built-in  Scanning 

Integrated  digital  camera  for 
capture  of  live  video  and 
video  conferencing  New 
VideoBrush "  software  allows 
you  to  digitally  scan  images, 
documents  and  whiteboards. 


Integrated 
DVD  Solution 

Cutting-edge  DVD-Video 
playback  with  I^PEG  II 
decoding.  Dolby  AC3  Digital 

surround  sound  support 
and  3D  graphics  make  your 
multimedia  presentations 
come  alive.  DVD  can 
store  seven  CDs  worth 
of  reference  material 
all  on  a  single  disk. 


Advanced  System 
Management  Tools 

DMI  2  0  BIOS  support  for  inventory 
tracking.  ACPI  VI  .0  support  and 
LANDesk-  Client  Manager  3  0  for 

network  management  — deliver  the 
ultimate  computing  experience. 


Up  To  8.59GB 
Of  HDD  Storage 

Get  plenty  of  storage 
capacity  with  the  4.77GB 
standard  HDD  and  optional 
3.82GB  second  HDD 
in  the  SelectBay. 


Of  course  its  loaded 
with  breakthrough  technology 
Consider  the  source. 


ig  the  new  Tecra'"750DVD,  the  ideal  notebook  for  the 
landing  power  user.  Who  else  but  Toshiba,  the  world's 
3ortable  technology,  could  pack  so  much  performance, 
apacity  and  multimedia  support  into  one  notebook'!' 
r  how  complex  your  application  requirements  or  how 
1  your  mobile  computing  needs,  this  notebook  will  give 


you  the  power  and  performance  you  need  to  be  successful. 
There  are  also  plenty  of  docking  and  memory  expandability 
options,  plus  the  very  latest  network  management  tools  to 
deliver  the  ultimate  computing  experience.  Best  of  all,  the 
Tecra  750DVD  is  backed  by  the  superior  quality,  reliability 
and  service  and  support  you  need  to  Always  Lead!" 


iVD 

)eed  EDO  DRAM 
to  160MB) 
ayback*  up  to 
D-ROM  storage, 
ible 
IDM 

med  EDO  DRAM 
to  160MB) 


Both  Models 

■  Biult-ui  MPEG  n  hardware  support 

■  High-speed  4MB  Video  RAM 
•  K56flex  internal  modem  with 

DSVD  voice/ fax  support  and 
built-m  cellular  port 

■  Supports  two  Type  II  or  one  Type  III 
16-bit  PC  Cards.  ZV  Cards  or 
32-bit  CardBus  Cards 


■  SelectBay  slot  supports  CD-ROM. 
floppy  disk  drive,  optional  3  82GB 
second  hard  drive,  optional  second 
Lithium  Ion  battery  or  DVD-ROM  drive 
{optional  on  750CDM) 

■  2  Universal  Senal  Bus  (USB)  ports 

■  DuoView "  support  for  advanced 
simultaneous  display 

•  3D  SoundBlaster '  Pro  audio  wjlh 
two  built-in  stereo  speakers 


■  Notewoitliy  '■'  Business  Video  Phone  with 
Intel  PioShaie"  Technology  software 

■  Optional  Desk  Station  V  Plus  docking 
station  01  NoteDock '  n  Enhanced 
Port  Replicator 

■  Windows'  95.  optional  Wmdov/s  tor 
Workgroups  and  Windows  NT-,  support 

■  3-year  limited  warranty 

•  Toll-free  technical  support  -7  days  a 
week.  24  hours  a  day 


Pentium; 


For  more  information,  visit  http://computers.toshiba.com,  or  call  1-888-598-7802. 


In  Touch  with  Tomorrow 

TOSHIBA 


ihiba  Amenca  Information  Systems.  Inc  All  specifications  and  availability  are  subject  to  change  'DVD-Video  playback  is  offered  only  with  Windows  95  All  products  indicated  by  trademark  symbols  are 
trademarked  and/or  registered  by  theii  respective  companies  The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  MMX  is  a  trademark  of  Intel  Corpoiaiioii. 
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t  has  become  almost  rou- 
tine. On  Nov.  13,  the 
U.  S.  Attorney  in  Brook- 
lyn charged  13  people — 
brokers.  Mob  associates,  and 
officials  of  two  brokerage 
finns — vdth  manipulating  the 
piices  of  thinly  traded  micro- 
cap  stocks.  On  the  same  day, 
in  New  Jersey,  federal  au- 
thorities announced  a  similar 
indictment.  And  then,  on 
Nov.  25,  came  tliis  bombshell: 
A  federal  gi'and  jiuy  in  Man- 
hattan handed  up  an  indict- 
ment chai'ging  19  people  with 
multiple  counts  of  racketeer- 
ing and  securities  fraud. 
Among  the  accused  were 
stock  promoters,  alleged 
mobsters,  coi-jiorate  officials, 
and  six  brokers  at  a  fuTn  that 
had  managed  to  avoid  the 

limelight,  Meyers  Pollock  Fiobbins  Inc.  Not  since  the  insider- 
trading  scandals  of  the  19iS0s  has  Wall  Street  faced  such  a 
sustained  legal  juggeniaut. 

Throughout  the  multitude  of  charges  in  the  assault  on 
fraud  in  micro-cap  stocks,  there  is  one  common  theme.  It's  not 
just  "inimp  and  dump"  stock-rigging  schemes,  or  financial- 
statement  fraud,  or  profiteering  on  hot  initial  public  offerings. 
N'or  is  the  problem  confined  to  what  the  public  experiences — 
the  ubiquiUjus,  forked-tongue  cold-callers.  Bribeiy  is  another 
element,  but  nol  the  ciucial  one.  Neither  is  the  Mob  the 
common  factor,  though  it  feasts  on  this  comer  of  Wall  Street. 

Hehind  all  the  charges  lies  a  simple  fact  that  has  received 
tirisingly  little  attention — even  from  regulators.  Vast,  in- 
eking  netwoi-ks  of  brokers  are  managing  to  obtain  shares 
::i  '  iiiidreds  of  com])anies  at  dirt-cheap  prices  and  are  un- 
l'  ;-  '.'.g  them  on  the  public.  Among  the  people  who  make  their- 
livifiy  l)y  ijushing  them  on  the  public,  the  rogue  brokers  and 
:  t.-ck  promoters  and  mobsters,  there's  a  name  for  these 


CHOP 

STOCKS 


SE 


An  inside  look  at  how  scamsters  are 
taking  billions  from  small  investors 

By  Gary  Weiss 


stocks.  It  is  brutally  sir 
chop  stocks. 

"Chop"  is  slang  for  spil 
— the  difference  between! 
prices  the  brokerages  paj 
stocks  and  the  pricesl 
which  they  are  sold  to  [ 
public.  In  the  world  of 
"chop  houses"  that  sell  til 
stocks,  the  real  spreads! 
ten  bear  no  relation  to  f 
numbers  that  appear  I 
stock-cjuote  machines.  Ol 
the  stock  is  obtained  byf 
brokers  from  corporate! 
sidei's  or  offshore  accounlf 
a  fraction  of  the  price  li| 
on  the  quote  terminals, 
then  sell  it  to  the  public,! 
gaily,  at  massive,  undisclJ 
markups.  It's  fraud  of  I 
most  fimdamental  kind, 
public  doesn't  know  that 


are  buying  stocks  that  are  worth  nothing  more  than 
pennies  shelled  out  by  their  brokers. 

To  regulators,  this  is  a  small  if  troublesome  fringe  of 
secui'ities  industry.  Even  Mob  infiltration,  they  asser  i'M 
"relatively  isolated,  and  does  not  threaten  the  overall  st  iter^. 
ity  of  our  markets,"  as  U.S.  Attorney  Mary  Jo  WTiite  n 
tained  in  a  press  conference  on  Nov.  25.  But  tliis  is  a  prol 
that  goes  well  beyond  the  Mob  on  Wall  Street. 
LOW  RISKS.  In  fact,  business  week  has  found  that 
stocks  constitute  a  vast  undei^world  of  the  securities 
kets — a  $10  billion-a-yeai-  business  that  r-egulatore  and  law 
forcement  have  barely  dented  in  their  recent  prosecut 
Chop  stocks  are  increasingly  exploited  by  organized  cr 
and  for  a  good  reason:  The  profits  ai-e  huge,  the  chances  c 
carceration  low.  Guaranteeing  the  "chop" — the  immense 
it  margins — requires  cooperating  netwoi-ks  of  brokerage  f 
employing  uncounted  thousands  of  cold-callers  that  are 
public's  main  exposure  to  this  world.  Behind  the  cold-ca 
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are  an  array  of  stock  issuers,  offshore  accounts,  and  the 
barred  brokers  and  stock  promoters  who  are  the  middle- 
men between  brokers  and  companies. 

How  serious  is  this  problem?  How  is  it  being  handled  by 
regulators,  in  their  well-pubMcizeil  assault  on  smaU-stock  fraud? 
Who  are  the  players — the  brokerages  and  stocks  involved  and 
the  stock  promotei's  who  bring  them  together?  BUSINESS  week 
sought  answers  to  these  questions  in  a  six-month  investigation 
involving  interviews  with  present  and  former  chop-stock  bro- 
kers and  customers,  review  of  massive  quantities  of  public 
documents  and  internal  records  and  tape 
recordings,  and  intei-views  with  traders, 
clearing-fuTn  executives,  and  cuirent  and 
former  securities  i-egulators  and  law-en- 
forcement officials. 

BIG  NAMES.  One  foi'mer  chop-house  exec, 
who  requested  anonymity,  shared  a 
graphic  tale  of  illicit  trading  and  pay- 
offs— including  a  bribe  that  he  said  was 
paid  to  a  National  Association  of  Securi- 
ties Dealers  examiner  (page  118).  Anoth- 
er broker  provided  business  week  with  a 


Are  Brokers  Being  Paid  Off 
To  Sell  These  Stocks? 


Here  are  some  of  the  stocks  that 
sources  say  have  been  the  subject  of 
payoffs  to  brokers  within  the  past 
few  months.  Company  officials  who 

could  be  reached  for  comment 
denied  knowledge  of  any  payoffs. 


purchase  of  a  hidden  stake  in  his  firm 
by  a  leading  behind-the-scenes  power  in 
the  chop-house  business — Jordan  Belfort, 
formei'  head  of  the  now-defimct  Stratton 
Oalanont  Inc.  penny-stock  house.  Som'ces 
also  painted  a  disturbing  picture  of  al- 
leged customer  overcharges  and  trading 
abuses  at  Paragon  Capital  Corp.,  one  of 
the  largest  dealers  in  micro-cap  stocks. 
And  other  sources  maintain,  in  allega- 
tions being  probed  by  regulators  and 
state  and  federal  law  enforcement,  that 
stock  promoters  dominated  a  Florida 
cold-calling  operation  ran  by  the  president  of  Meyers  Pollock 
Robbins,  the  large  micro-cap  brokerage  whose  brokers  were 
indicted  on  Nov.  25.  Meyers  Pollock  declines  comment  on 
the  indictments. 

What  emerges  is  a  shocking  picture  of  a  problem  that 
has  spun  out  of  control.  Among  business  week's  findings: 
■  The  bull  market  in  chop  stocks  has  spawned  a  new  gener- 
ation of  stock  promoters,  some  still  in  their  early  30s,  re- 
placing the  Meyer  Blinders  and  Robert  Brennans  who  domi- 
nated the  heyday  of 
penny  stocks  during 
the  i980s.  The  new 
jM-omoters  gain  control 
over  cheap  stock,  or  dominate  the  markets  for  thinly  traded 
stocks,  and  then  push  them  on  the  public,  using  crews  of  bro- 
kers reporting  to  them. 

m  The  nasd  and  Securities  &  Exchange  Commission's  highly 
visible  campaign  against  small-stock  abuses  and  the  recent 
spat(>  of  criminal  prosecutions  have  failed  to  have  a  significant 
impact  on  chop  houses.  Although  regulators  have  shut  down 
a  handful  of  cold-calling  powerhouses,  the  vast  majority  of 
question;!hlp  firms — totaling  perhaps  200  nationwide,  ac- 
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cording  to  state  securities  regulators — remain  untouch 
m  Although  officials  have  downplayed  Mob  infiltration 
Street  firms,  the  Mob  remains  a  troublesome  presence  on  'V 
Street  (page  130). 
n  Payoffs  to  brokers  have  emerged  as  a  commonplace  met) 
of  bringing  chop-stock  companies  into  the  marketplace.  So 
of  the  stocks  that  business  week  has  identified  as  recent 
jects  of  broker  payoffs  are  listed  here  (table).  None  h: 
been  named  in  the  recent  prosecutions. 
■  Some  of  Wall  Street's  best-known  firms — notably  B( 
Stearns  &  Co.  and  Schroder  Werth( 
&  Co. — clear  trades  for  chop  houses, 
cessing  trading  records  that  sometii 
show  massive  commissions  and  excess 
price  markups. 

At  the  NASD  and  sec,  officials  say  t 
are  hard  at  work  addressing  the  pr 
lem  of  small-cap  fraud.  And,  they 
they  have  made  gTeat  strides — part: 
larly  in  eliminating  the  large  fii-ms 
used  to  be  a  major  soui'ce  of  small-st 
abuses.  Testifying  before  the  Senate 
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tember,  nasd  Regulation's  head  of 
forcement,  Barry  R.  Goldsmith,  said 
would  "readily  acknowledge  that  th 
are  some  dishonest  individuals  and  fi] 
in  the  secmities  business  today."  But  t 
also  have  systematically  minimized 
problem.  In  his  Senate  testimony,  G 
smith  asserted  that  "the  problem  fi: 
represent  a  tiny  portion  of  the  more  t 
5,500  securities  firms." 

By  contrast,  business  week's  inve 
gation  shows  that  chop  stocks  are  a  i 
and  gTowing  industry.  The  NASD  and 
won't  even  hazard  a  guess  on  the  scope  of  the  problem, 
according  to  people  familiar  with  the  business,  chop  stc 
make  up  perhaps  half  the  85  million-share  daily  volume  of 
OTC  Bulletin  Board,  plus  dozens  of  stocks  on  the  NAS 
Small  Cap  Mai'ket.  By  that  reckoning,  there  would  be  perl 
700  actively  traded  chop  stocks  on  the  otc  Bulletin  Be 
alone,  and  perhaps  another  200  NASDAQ  Small  Cap  sto 
With  dollar  volume  of  trading  in  domestic  OTC  Bulletin  B( 
stocks — the  shares  not  traded  on  nasdaq  or  the  exchang* 
exceeding  $20  billion  a  year,  the  portion  consisting  of  c 
stocks  might  well  exceed  $10  billion. 

Cheap  stock  is  fueling  the  chop-stock  explosion.  Restrii  T  ' 
or  "letter"  stock,  issued  under  Rule  144  of  the  secun'|_/ 
laws,  is  commonplace  at  many  perfectly  legitimate  compa 
as  a  way  of  i-ewarding  key  employees  and  giving  them  an 
uity  interest — often  in  lieu  of  a  high  salaiy.  Stock  and  \ 
rants  are  also  issued  to  compensate  consultants  in  lieu  of  c 
And  stock  issued  overseas,  under  Regulation  S  of  the  s 
rities  laws,  is  a  widely  recognized  way  of  raising  capita] 
emerging  companies.  Reg.  S  stock  is  cheap  for  a  simple 
son:  Since  it  cannot  be  legally  traded  for  two  years,  it  is  ( 
monly  issued  at  a  steep  discount.  Rule  144  stock  is  cheap 
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drnn  al  $9.60  hid,  $10  asked. 


1THE  STOCK  PROMOTER 
obtains  100,000  shares 
of  "cheap  stock" — either  is- 
sued overseas  under  Regula- 
tion S  of  the  securities 
laws,  or  issued  to  insiders 
under  Rule  144.  The  price: 
25e  a  share,  or  $25,000. 


2 STOCK 
PROMOTER 

sells  the  stock  to 
the  CHOP  HOUSE 

at  $9.60  a  share, 
or  $960,000. 


3 COLD-CALLER 
at  the  CHOP 
HOUSE  sell  the 
stock  to  the 
CUSTOMERS  at 
$10  a  share, 
or  $1,000,000. 
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n  illicit  black  market.  The  stock  is  available  at  a 
cause  it  cannot  be  legally  sold  to  the  public.  If  the 
iding  at  $6  a  share,  the  chop-stock  house  may 
1.50 — never  reporting  it  in  the  daily  inns  to  nas- 
ran  swiftly  trade  it  to  another  chop-stock  house  at 
a  swift  profit. 

3  legend  stock  is  sold  to  the  public,  chop  houses  go 
its.  The  price  to  the  customer  might  be,  say,  $7  a 
official  bid  would  be  $6  bid  and  $7  asked.  But  the 
to  the  bi-okerage  is  $2.50.  The  real,  humongous 
er  appears  on  the  stock-ciuote  machines, 
ners  were  to  see  the  stock,  they  might  realize 
t  supposed  to  be  sold  to  the  pubhc.  So  the  chop 
'e  a  simple  solution:  They  don't  show  the  cus- 
stock.  The  shares  are  only  a  book  entiy. 


OFFSHORE  BANKS  ARE  REPOSITORIES 
FOR  PROFITS  REAPED  BY  CHOP  HOUSES 


The  illicit  nature  of  the 
stock  is  one  reason  shady 
brokers  are  notoriously  re- 
luctant to  execute  sell  orders. 
If  the  customers  want  to  sell, 
or  obtain  the  certificates,  or 
transfer  the  shares  to  anoth- 
er fuTO,  they  are  discom-aged. 
If  the  customer  insists  on 
selling,  the  firm  simply  does 
another  book  entry  and 
"washes"  the  stock  into  an- 
other account — the  broker- 
age's own  "house"  account,  or 
sells  it  to  an  allied  firm. 

Whether  the  cheap  stock 
originated  overseas  or  ft-om 
insiders,  the  procedure  for 
getting  it  to  the  public  is  the 
same  (chart).  According  to 
brokers  familiar  with  the 
process,  the  massive  profits 
are  often  split — in  cash — be- 
tween the  brokerages  in- 
volved. And  the  payments 
are  often  made  in  strip  bars 
and  other  nontraditional  Wall 
Street  locales. 

BALM.  Warrants  are  the  oth- 
er major  chop-stock  money- 
making  machine.  Because  of 
the  leverage  they  afford, 
they  become  gold  mines 
when  the  underlying  stock  is 
manipulated  upward.  They 
ai'e  often  issued  for  pennies 
or  no  cost  at  all,  making 
warrants  a  cheap  way  of 
compensating  brokers  and 
stock  promoters.  Warrants 
are  also  provided  to  favored 
investors  in  chop-stock  deals, 
and  sometimes  are  used  to 
mollify  unhappy  chop-house  customers. 

That  is  what  allegedly  happened  a  couple  of  months  ago  to 
a  customer  of  a  New  York-based  fii'm  named  PCM  Securities 
Ltd.  The  customer,  a  California  resident  who  asked  that  his 
name  not  be  used,  had  been  in  another  stock  sold  to  him  by 
PCM  that  was  a  disaster.  To  make  up  for  some  of  his  losses,  he 
says,  PCM  offered  him  warrants  in  an  outfit  called  Medley 
Credit  Acceptance  Corp.,  which  has  filed  for  an  initial  public 
offering  of  its  stock  but  has  not  yet  gone  public.  The  broker, 
he  says,  offered  him  the  opportunity  to  buy  the  wan-ants, 
when  the  company  went  public,  for  1.5c — and  assured  him 
that  the  wairants  would  then  be  sold  at  $3.  The  customer 
says  he  was  offered  15,000  to  20,000  wairants — a  guaranteed 
profit  of  $45,000  to  $60,000.  PCM  officials  did  not  return  re- 
peated calls  requesting  comment.  The  Miami  phone  number 


SINESS  DAYS  LATER: 


THEN,  THE  PROFITS  ARE  DIVIDED 


1ERS 

$1,000,000 
3USE. 

lOUSE 
$960,000 
'ROMOTER. 


6 STOCK  PROMOTER 
delivers  the  stock 
to  CHOP  HOUSE. 

7 CHOP  HOUSE 
delivers  stock  to 
CUSTOMER'S  account. 


8 STOCK  PROMOTER'S 
profits— $960,000 
minus  $25,000,  or 
$935,000 — are  wired  to 
an  OFFSHORE  BANK. 


9 OFFSHORE  BANK  wires 
half  the  profits — 
$467,000— to  CHOP 
HOUSE'S  OFFSHORE  BANK, 
or  STOCK  PROMOTER  gives 
CHOP  HOUSE  its  split  of  the 
profits  in  cash. 


STRIP  BARS  AND  OTHER  UNCONVENTIONAL  LOCALES 
ARE  OFTEN  USED  AS  SITES  FOR  PAYOFFS 


foi-  Medley — whose  president  is  a  PCM  officer — has  been  dis- 
connected. 

For  chop  houses,  warrants  are  a  foi'm  of  cheap  cuirency. 
But  in  order  for  them  to  have  any  future  vahie,  the  under- 
lying stock  has  to  climb.  In  the  case  of  the  Medley  deal,  the 
stock  would  have  to  rise  fi'om  its  initial  price  of  $5.50  to 
$>S.65  a  share.  The  ability  to  drive  up  share  prices  is  crucial. 
That  is  where  the  stock  promoter  comes  in. 

Stock  promoters  are  the  middlemen  and  fixers  of  the  chop- 
stock  woi'ld.  Investors  rai'ely  have  contact  with  them.  They 
put  stock  in  the  hands  of  brokers,  and  on  occasion  they  per- 
form old-fashioned  investor  relations — the  "promote"  in  stock 

promoter.  But  when 
Carol  Ann  Kandell,  a 
bookkeeper  at  a 
college  in  Colorado, 
bought  a  stock  called  Java  Centrale  in  1995,  she  didn't  come 
into  contact  with  a  j)romoter.  It  was  simply  on  the  sell  list  of 
her  broker-  in  a  Long  Island  (N.  Y.)  office  of  Meyers  Pollock 
Ixobbin,-; — the  KiO-broker  national  fii'm  that  had  escaped  at- 
tentif)n  until  the  Nov.  25  indictments. 

"GOOD  STUFF."  Java  was  not  a  penny  stock — ^it  went  public  at 
•Sti  ;i  .-li  .ic,  $1  above  the  official  definition  of  a  penny  .stock. 
The  broker  "was  always  jjitching  that  it  was  really  good 
stuff,"  says  Kandell.  And  then — guess  what?  The  stock  price 
dropped  into  pennies  in  the  months  that  followed. 

Investors  had  no  way  of  knowing  that  a  stock  promoter 
w  as  pushing  Java  and  a  host  of  other-  stocks  destined  for  the 
cellar.  Accoi-ding  to  sources  familiar  with  his  activities,  the 
p)-oinolf';  was  James  Peter  Minsky.  In  his  file  in  the  nasd's 
Central  ilccoi-ds  I)ei)osit()ry  (CRD),  the  30-year-old  Minsky  has 
a  ty])ical  rec  r'l  for  a  low-level  chop-house  broker  Minsky 
worked  at  16  jidkcrages  over  a  four-year  time  span,  ending 
with  a  one-mojiiii  stint  at  Westfielfl  I^inancial  Corp.  in  early 
n)94.  Among  the  lirms  where  Minsky  worked  was  Joseph 
Fvoberts  &  Co.,  a  Chicago-based  firm  where,  one  former  reg- 
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ulator  notes,  he  worked  closely  with  CI 
lodice — one  of  the  stock  promoters  indijeri 
on  Nov.  25.  Efforts  to  reach  lodice  and  o: 
of  Westfield  and  Joseph  Roberts  for  comi| 
were  unsuccessftil. 

Meyers  Pollock  appears  nowhere  in 
sky's  CRD  record.  But  according  to  peopl 
miliar  with  his  activities,  by  1995,  Minsky 
working  at  Meyers  Pollock,  pushing  m.ar 
stocks  through  Meyers  Pollock  broker; 
porting  to  him.  In  the  chop-stock  world, 
promoters  are  an  intriguing  amalgam 
investment  banker,  part  stock  retailer,  1; 
part  investor-relations  publicist.  They  c  ? 
have  "crews"  of  brokers  working  for  t  i 
and  often  work  closely  with  chop-house  e:c- 
In  Minsky's  case,  the  venue  in  1995  allegl. 
was  the  Fort  Lauderdale  office  of  Me  i. 
Pollock,  which  was  nm  by  the  president  oil- 
firm,  Michael  Ploshnick.  Also  working  t\i 
sources  have  told  investigators,  were  tw  si 
lied  stock  promoters — W.  Fred  Ballou 
Leonard  Ruge.  r 
Ploshnick  denies  that  the  thi'ee  men  pu|e 
stocks  at  Meyers  Pollock.  Minsky  and  Bu. 
could  not  be  reached  for  comment,  and  1 
NASD  dechned  to  release  the  name  of  th(i 
torney  representing  Minsky  in  recent  h?-' 
disciplinary  proceedings.  Ruge's  attor!' 
Michael  Bachner,  says  that  "Mr.  Ruge  de  . 
any  involvement  in  the  promotion  of  e; 
stocks  at  Meyers  Pollock."  ' 
According  to  one  account  of  the  stock-pJ 
ing  process  at  the  Fort  Lauderdale  branch,  which  was  i 
nished  to  federal  and  state  investigators,  a  typical  manij  L 
tion  of  a  hot  IPO  would  begin  well  before  the  stock  baa 
trading.  Minsky  and  Ballou  and  the  brokers  reportinii 
them,  would  work  with  other  Meyers  Pollock  brokers  top 
up  as  many  other  chop  houses  as  possible  to  support  |h' 
stock  and  increase  the  share  price  as  much  as  they  could,  u 
IPO  or  not,  the  stocks  pushed  by  the  brokers  in  that  offic< 
Meyers  Pollock  all  seemed  to  have  one  inevitable  outcfflc 
With  one  exception — a  "vegetation  management"  firm  cife 
Aquagenix  Inc. — the  stocks  pushed  by  the  brokers  all  plji! 
meted  in  the  months  to  come. 

LUCKY  INSIDERS.  One  IPO  allegedly  handled  by  the  Min; 
Ruge-Ballou  crews  at  Meyers  Pollock  was  Multi-Media  I 
rial  Services  Inc.  That  offering  consisted  of  "units,"  (C 
made  up  of  one  share  of  stock  and  one  wan-ant  to  buy 
share  for  $5.60,  with  an  initial  offering  price  of  $4  a  unitj^ 
a  result  of  the  enthusiastic  selling  by  Minsky's  brokers 
othei-s  at  other  fii-ms,  the  units  ended  the  first  day  of  tra 
on  Apr.  13  at  $5.75  a  unit — a  one-day  profit  of  well  ( 
$500,000  for  the  handful  of  brokers  and  insiders  lucky  en^ 
to  trade  the  unit.s^on  the  opening  day.  The  units  are 
worth  7(2. 

The  stocks  allegedly  promoted  by  the  three  men  at  Me; 
Pollock  were  considerably  more  substantial  than  the 
companies  that  were  foisted  on  investors  in  the  penny-s 
era.  Aside  fi"om  Multi-Media  Tutorial  and  Aquagenix,  tin 
were  NuMed  Home  Health  Care  Inc.,  an  Ohio-based  hae- 
care  company,  and  American  Resources  Internationa  o; 
Delaware,  an  energy  exploration  company.  Others  inclusc 
Protosom-ce  Corp.  and  Grace  Development,  which  is  he£'( 
by  Ruge.  (In  November,  1996,  Ruge  was  arrested  in  anH 
sting,  accused  of  attempting  to  bribe  an  underx-over  ajni 
who  was  posing  as  a  stockbroker.  Bachner  says  Ruge  is  & 
orously  contesting  the  charges.)  Officials  of  Aquaget^ 
NuMed,  and  Protosom-ce  denied  knowledge  of  the  pr-omon 
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of  their  stock  at  Meyers  Pollock,  while  officials  of  the  other 
companies  could  not  be  reached. 

When  Meyers  Pollock's  South  Florida  operations  shifted 
from  Fort  Lauderdale  to  Boca  Raton  in  May,  1995,  sources 
say  the  Minsky  crew  did  what  stock  promoters  always  do 
when  offices  close — they  simply  changed  firms.  The  next 
stop  was  at  the  Miami  offices  of  J.  P.  Milligan,  and  then  the 
Boca  Raton  office  of  Euro-Atlantic  Securities  Inc.  A  branch 
office  of  a  firm  called  Brauer  &  Associates  opened  up  at  the 


same  location,  with  some  of  the  same  brokers,  and,  sou 
maintain,  Minsky.  At  Brauer  and  Eui"o,  his  brokers  allegi 
continued  to  push  stocks,  just  as  they  had  at  Meyers  Pol 
and  other  firms.  An  attorney  for  Brauer,  John  Kiefner, 
firms  that  Minsky  woi'ked  bi-iefly  for  Brauer  m  South  Flo 
but  in  a  legitimate  "investment-banking  capacity."  He 
nied  that  Minsky.  had  any  role  in  retailing  stocks.  Effort 
reach  officers  of  J.  P.  Milligan  and  Eiu'o- Atlantic,  which  ce; 
operations  in  mid-1997,  were  unsuccessful.  Minsky's  ody: 


HOW  BRIBES  WORK-FROM  ONE  WHO'S  BEEN  THERE 


Bribes  grease  the  wheels  of  the 
chop-stock  business.  How  does 
bribery  work?  How  common- 
place is  it?  What  follows  are  excerpts 
from  an  interview  between  business 
WEEK  Senior  Writer  Gary  Weiss  and 
a  veteran  of  the  chop-stock  business, 
who  has  worked  for  five  chop  houses 
since  1993. 

Q:  When  corporate  officials  are  con- 
fronted with  charges  of  market  ma- 
nipulation, they  protest  that  they 
don't  know  anything  about  it.  Whats 
the  real  situation? 

A:  In  my  experience,  there  has  been 
an  incestuous  relationship  between 
the  small,  unproven,  speculative  cor- 
poration and  the  broker  backing  his 

company  Say  Company  A  needs 

to  get  its  stock  up  for  many  reasons: 
(1)  to  allow  insiders  to  sell  their  own 
positions  at  a  handsome  profit;  (2)  to 
make  an  acquisition;  or  (3)  to  re- 
move fear  of  a  declining  stock.  It's 
not  rare  for  a  corporate  officer  to 
approach  a  broker  and,  in  nonincrim- 
inating  language,  ask:  "Wliat  will  it 
take  to  have  you  recommend  my 
shares?" 

Q:  Wliat  is  that  supposed  to  mean? 
A:  Compensation.  The  corporate  rep- 
resentative might  suggest  to  the  bro- 
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ker  there  might  be  additional  com- 
pensation to  the  broker  if  he  can 
"put  away"  [sell  to  customers]  so 
many  shares  of  the  company's  stock. 
It  could  be  10,000,  100,000,  "l  million 
shares.  The  payoff  occurs  as  the  bro- 
ker can  document  the  amount  of 
shares  he  put  away.  Usually,  the  bro- 
ker is  asked  to  supply  a  copy  of  each 
transaction  sheet,  each  customer  con- 
firmation, showing  the  amount  of 
shares  that  were  purchased.  And  on 
'  hat  basis,  a  tbnim  would  be 
■rranged  in  which  tl\e  broker  would 
be  p  ud  off  in  cash  or  in  near-cash 


items.  Near-cash  items  would  be  a 
trip  to  Hawaii,  maybe  a  luxury  car, 
and  so  on. 

Q:  Would  payoffs  come  direct  from 
the  company? 

A:  It  could  be  either  way.  A  cautious 
company,  of  course,  would  always  use 
intermediaries.  It  could  be  another 
broker  at  the  same  fh'm.  It  could  be 
the  brokerage  firm  itself. 


"THEY  FIND  A 
CORRUPT  BROKER 
[AND  PAY]  $5,000 
FOR  EVERY  HALF- 
POINT  THE  BROKER 
CAN  SHOW  HE 
LIFTED  THE  STOCK" 


Q:  Hotv  much  are  the  payoffs? 
A:  That  depends  on  the  amount  of 
shares  put  away  and  the  price  of 
the  shares.  Say  the  stock  is  2  [bid] 
'Z'A  [asked].  The  company  wants  the 
stock  to  go  fi'om  21^  to  5.  They  find  a 
corrupt  broker. . .  [and  pay]  maybe  a 
$5,000  cash  payment  up  fi'ont  and 
maybe  $5,000  for  every  half-point  the 
broker  can  show  he  lifted  the 
stock  The  deal  calls  for  the  bro- 
ker to  buy,  say,  100,000  shares  of  the 
stock,  20d,000' shares  of  the  stock. 
The  broker  shows  copies  of  customer 
confu-mations.  That  way,  the  interme- 
diary is  convinced  the  broker  is  do- 
ing what  he  said. 

Q:  How  knowledgeable  were  officials 
you  enco2intered  from  the  National 
Association  of  Securities  Dealers 

(NASD)? 

A:  I  would  say  very  weak  in  their 
knowledge — not  in  the  i-ules  and  regs 


of  the  NASD  but  in  the  actual  goings 
on  in  the  brokerage  firms.  They 
didn't  have  a  clue  as  to  what  was  g(fc 
ing  on!  When  I  was  there,  my  expe- 
rience was  that  they  were  easily  de- 
ceived by  the  broker-dealers, 
particularly  chop  shops.  The  chop 
shops  would  work  overtime  just  to 
cover  the  books.  They're  not  fools. 
They're  notified  by  the  nasd  that 
they're  going  to  be  examined,  so 
they  know  when  to  prepare.  They 
know  which  trades  to  ehminate  fi'oni 
the  books.  They  know  how  to  work  j 
the  capital  out. 

Many  brokerage  finns  were  in  a 
rush  to  get  into  the  business.  New 
brokerage  fii'ms,  in  many  cases  an 
offshoot  of  a  firm  that  had  gone  outl 
of  business,  would  need  a  pmi — that 
is,  a  "pre-membership  interview" — 
by  the  nasd.  This  can  be  a  long 
process  because  each  of  the  princi- 
pals' backgi'ounds  is  thoroughly  ex- 
amined, [they]  have  to  be  in  compli- 
ance with  rules  and  regs,  proper 
forms  have  to  be  filed,  and  so  forth. 

And  in  many  cases,  there  were 
certain  members  of  the  regulatory 
authorities  who  were  known  to  ap- 
prove the  PMis  in  a  relatively  short 
period  of  time.  So  in  many  cases, 
those  officials  might  have  been  shor  " 
of  cash,  and  intimations  were  made 
that  the  pmi  process  would  be  speecO|l|'  Q h 
ed  up  if  certain  things  were  done.  ''^ 


Q:  Such  as? 
A:  Some  kind  of  cash  gratuity,  usua 
ly  $10,000,  $15,000,  as  high  as 
$25,000.  Remember,  what  you're  tal 
ing  about  here,  you're  talking  about 
the  entrance  of  a  hot  broker-dealer 
into  these  markets.  The  quicker  the 
can  make  it,  the  faster  they  make 
money. 


)  V  ^  N  C 

.ire 


Q:  Do  you  know  of  specific-  histanci 
where  this  has  happened? 
A:  Yes,  I  do. 

Q:  Did  you  see  it  happen? 
A:  I  was  there. 
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ANCED    Data    Solutions    For    Corporate  Challenges 


Are  you  making  the 
ht  moves  to  achieve 
r  global  objectives? 


Count  on  Sprint's  global  alliances  lo  give  your  company 
iinlimitcci  rcacli  Wc  II  bring  you  the  technical  expertise 
)()u  need  to  exiiantl  eonlidently  into  new  markets,  leveragetl 
by  our  worldwide  alliance  with  (ilobal  One.'  As  the 
world  s  largest  prov  ider  of  global  (.lata  services,  we 
can  easily  connect  all  vour  voice,  video  and  data.  Plus, 
we  offer  a  full  range  ot  services  to  give  you  a  com|ielitive 
edge,  including  high-speed  Internet  links  across  the 
ocean.  And  vou  can  access  all  this  through  a  single 
point  of  contact,  to  connect  you  with  success  on 
a  global  scale  www.sprint.com/sprintbiz  1-800 -669 -4700 


le's  broad  services  ponlblio  puts  llic  n)nip.in> 
on  to  become  the  global  company 
DC.  a  k'acUti}>  pntntier  of  itiJnrniaUitn 
•chiittlf)^-  n'st'an  h.  mutlysis  and  citnsultin^ 
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We  help  your  business  do  more  business 


T'S  FACE  IT,  MANAGING  YOUR 
FORMATION JSITT  A  MATTER 
LIFE  OR  DEATH    IT'S  FAR 
9RE  IMPORTANT  THAN  THAT 


fS  OF  "I'LL  GET  BACK  TO  YOU"  ARE  OVER.  Dead.  Gone.  Finished.  Goodbye.  Your 
!rs  don't  have  the  time.  Your  colleagues  don't  have  the  patience.  Your  bosses  don't 
5  bandwidth.  So  how  can  you  be  certain  you're  putting  the  most  up-to-the-minute 
ion  into  people's  hands,  when  your  company  is  churning  it  out  faster  than  you  can  say 
"helpdesk"?  You  bring  in  Lotus  Notes: 

ATION  IS  NOW  EASIER  TO  FIND  AND  EASIER  TO  USE.  This  latest  release,  Notes  4  6, 
t  even  easier  for  everyone  to  find  and  work  with  the  information  they  need:  e-mail, 
nents,  stock  prices  straight  from  the  Internet,  customer  addresses,  team  discussions, 
itions.  You  name  it,  if  your  users  want  it,  they  can  get  ahold  of  it  right  from  Notes. 

n  it  comes  to  sharing  work  across  departments  and  offices,  users  can  quickly  forward 
es  to  colleagues,  turn  e-mail  into  meeting  invitations,  and  even  use  their  favorite  word 
K  as  their  e-mail  editor. 

Designed  to  help  you  profit  from  the  Web  more  effectively  than  ever,  Lotus 
;s  Notes  4.6  will  remove  the  barriers  that  separate  your  colleagues,  suppliers  and 
;rs  from  what  they  need.  It's  time  to  conquer  that  mountain  of  information,  instead 
ig  buried  underneath  it  -  visit  www.lotus.com/worktheweb  for  a  free  trial.  Or  call 
m  872-3387,  ext.  D645,  and  we'll  send  you  more  details. 


NOTES 


E-MAIL 

CALENDARING  &  GROUP 
SCHEDULING 

SECURE  DOCUMENT 
MANAGEMENT 

INTRANET  APPLICATIONS 

NEW  TO  4.6 

INTEGRATION  WITH 
LOTUS  SMARTSUITE' 
&  MICROSOFT  OFFICE* 

POPS  SUPPORT 

INTERNET  EXPLORER* 
NAVIGATION 


Lotus. 


Working  Together" 


Ji5iriesi  Parlners  can  deliver  Noleisolulions  Jar  you  lodaf  In  Canada,  call  1 SOGGO  LOTUS  iTiI99?  Lolus  Oe«lopmenl  Cotporslion,  55  Cambridge  Psikway,  Camtitidge,  H*  0?H2  All  iigfiu  rfserved  Lotus,  lolus  Holes,  Loiis  SniatlSuile  anfl  Woikinglogetfiei  are  (egisleted  irademarli-.  m 
ademark  ol  lolb^  Developmen!  Corp  The  e  businpss  logo  is  a  ItaiJeiiiark  ol  Inlernaltonal  Business  Macliines  Coipofalian  "All  other  company  and/or  piodiicl  riaires  aie  registered  itgderaarks  or  irademarks  ol  then  respeclive  companies 


COLD-CALLERS  PERSUADE  GULLIBLE  CUSTOMERS  TO  BUY 
THE  NEARLY  WORTHLESS  STOCK  AT  BLOATED  PRICES 


tlu'ough  a  succession  of  fii-ms  is  an  example  of  a  phenomenon 
that  has  vexed  regulators  since  the  demise  of  the  huge  cold- 
calling  powerhouses.  One  ex-regulator  notes  that  the  nasd 
and  SEC  can  lose  track  of  the  dozens  of  stock  promoters  who 
work  behind  the  scenes.  And  even  when  regulators  act 
promptly,  it  isn't  always  promptly  enough.  Take  Euro-At- 
lantic, which  was  expelled  from  the  securities  industry  last 
month.  In  this  case,  the  nasd  acted  fairly  quickly — filing  a 
complaint  in  Mai'ch,  1997,  only  a  few  months  after  the  trades 
that  were  the  subject  of  their  investigation.  But  by  the  time 
the  finn  was  expelled  a  few  weeks  ago,  Em-o  had  been  out  of 
business  for  four  months. 

Regulators  do  not  always  act  so  swiftly,  or  at  all.  For  ex- 
ample, in  1992  and  199o  the  nasd  became  aware  of  possible 
payoffs  to  a  150-broker  California  fu'm  called  LaJolla  Capital. 

According  to  an  in- 
ternal NASD  memo- 
i-andum  obtained  by 

BUSINESS  WEEK,  NASD 

examinations  found  that  the  brokerage  liad  accei)ted  "due  dili- 
gence fees"  and  "investment  baiiking  fees"  fi'om  companies  for 
which  it  was  a  market  maker  But  the  nasd  never  acted  on 
those  findings — which  officials  suspected  were  illegal  pay- 
offs. A  La-Jolla  spokesperson,  Janet  Frazier,  denied  LaJolla 
liad  ever  accepted  payments  for  making  a  market  in  compa- 
nies, but  said  the  company  continued  to  accept  due  diligence 
fees — in  return  foi'  carrying  out  due  diligence  on  companies. 

Tlie  nasd's  Goldsmith  says  that  he  does  not  know  why  the 
La,Jo]la  case  was  not  pursued.  But  he  observed  that  a  feder- 
al ai)pellate  couit  ruling  in  1994 — on  alleged  payoffs  to  an- 
other firm — re([uired  the  nasd  to  is.sue  a  formal  nile  banning 
such  conduct  before  prosecuting  payoffs  to  bi-okerages.  The 
rule  was  not  issued  until  last  July.  In  the  interim,  he  noted, 
the  nasd  did  not  pursue  such  cases.  Goldsmith  pointed  out 
that  the  Ixiasd  fined  LaJolla  in  Sejitember  for  violating  penny- 
stofk  sales  lules,  in  a  decision  that  LaeJolla  says  it  is  vigor- 
ously contesting.  However,  the  recent  action  makes  no  men- 
tion of  payments  from  companies. 

Payoffs  to  brokers  and  brokerages  by  corporate  officials 


Special  Report 


and  stock  promoters  are  some  of 
most  invidious  practices  in  the  cl 
stock  business.  How  widespread 
they?  Regulators  at  the  nasd  vc 
mize  their  prevalence.  "When  yo 
talking  about  payments  or  bribes- 
take  that  very  sei-iously.  But  to  cl 
acterize  that  as  widespread,  as 
of  the  pi'actice  or  the  noiTn,  or  as 
demic,  even  to  the  small,  micro 
stocks — we  just  don't  see  that,"  i 
the  nasd's  Goldsmith. 

But  former  chop-house  execs  m 
tain  that  such  payoffs  ai'e  pervai 
throughout  the  world  of  micro 
stocks.  Chop-house  brokers  say 
corpoi-ate  officials,  directly  or  thi-o 
intermediaries,  freciuently  pay  off 
kers  to  diive  share  prices  upward 
to  obtain  offerings  of  their  shares 
listing  on  the  OTC  Bulletin  Board 
one  brokerage,  a  former  chop-hc 
manager  maintains,  eveiy  OTC  Bull 
Board  stock  offering  involved  a  pa; 
"It's  a  very  thin  market,  usu 
there's  very  little  on  the  buy  side 
tially — that's  why  they  have  to  ei 
the  help  of  a  lot  of  brokei's  to  get 
buyers  for  these  tilings,"  says  one 
mer  chop-house  broker  The  brol 
have  the  whip  hand — and  thus  can  demand  payoffs.  In 
case,  according  to  the  former  chop-house  official  intervie 
by  business  week,  even  nasd  examiners  are  not  imn^ 
fi'om  accepting  payoffs.  However,  nasd  officials  contend 
they  have  heard  no  such  allegations — which,  they  say,  t 
would  promptly  refer  to  law  enforcement. 

One  problem  the  nasd  does  pursue  fairly  vigorousl 
common  at  chop  houses — excessive  commissions  and  mark 
But  the  cases  they  handle  appear  to  be  the  tip  of  the 
berg — and  point  up  the  sensitive  role  served  by  the 
Street  finns  that  process  trades  for  chop  houses.  Tlie  fti-m 
ten  process  trades  that  appear  to  show  excess  markups 
commissions — but  insist  that  they  are  in  no  position  to  r 
itor  the  activities  of  the  fii-ms  that  trade  for  them.  Regult 
are  studying  ways  of  chipping  away  at  this  long-establis 
legally  sanctioned  "see  no  evil"  policy — foi'  often,  there  is 
of  evil  that  passes  through  their  trading  systems. 
A  LOT  OF  HEAT.  In  its  recent  prosecution  of  Euro-Atla 
markups  of  as  much  as  63%  were  alleged.  The  N.A.SD  comp 
does  not  specify  when  the  trades  took  place,  but  they  ap 
to  have  been  in  the  latter  half  of  1996 — at  a  time  when 
trades  were  processed  by  Schroder  Weitheim.  A  Sclu' 
spokeswoman  dechned  comment  on  whethe)-  the  finn 
awai'e  of  the  overcharges  or  even  whether  Schi'oder  proce 
the  trades — though  the  spokeswoman  said  the  fii'm  "ap 
ently"  did  so. 

One  firm  that  has  been  subject  to  substantial  heat  fo 
chop-house  clearing  activities — particularly  at  the  now 
funct  A.  R.  Baron — is  Bear  Stearns.  Bear  has  been  the  c 
ing  agent  for  a  host  of  chop  houses,  including  P('M  Securi 
Meyers  Pollock,  and  another  major  dealer  in  small-comj 
stocks — Pai'agon  Capital — where,  regulators  have  been  tol 
a  foiTner  Paragon  employee,  massive  overcharges  have  t; 
place.  These  charges  are  significant  because  Paragon  is 
lieved  to  be  one  of  the  largest  dealers,  possibly  the  bigges 
OTC  Bulletin  Board  stocks. 

Internal  Paragon  trading  records  from  late  1994, 
were  recently  submitted  to  the  NASI)  and  were  obtaineij 
BUSINESS  WEEK,  show  apparently  massive  commissions.  9 
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DID  PARAGON  OVERCHARGE  ITS  CUSTOMERS 
ON  TRADES  CLEARED  BY  BEAR  STEARNS? 

This  is  a  "trade  blotter,"  processed  for  Paragon  Capital  by  Bear,  Stearns  &  Co.,  for  Aug.  19, 1994. 
Highlighted  is  the  purchase  by  a  customer  of  3,000  shares  of  Environmental  Tfechnologies  USA  at 
73<t  a  share,  or  $2,190.  The  commission,  $600,  would  appear  to  indicate  an  unusually  high  rate — 
27%.  Of  the  16  trades  on  the  blotter,  10  show  high  commissions.  Paragon  officials  did  not  respond 
to  requests  for  comment.  Bear  Stearns  said  it  simply  processed,  and  didn't  review,  the  blotter. 


were  as  high  as  25%'  or  more.  One  trade  went  as  follows:  On 
Aug.  19,  1994,  one  customer  bought  17,700  shares  of  Envi- 
ronmental Technologies  usA  Inc.  for  $13,275.  According  to  the 
trading  records  furnished  to  the  NASD,  as  shown  above,  he 
paid  a  commission  of  .$8,982.50 — 30%.  Similar  high  commis- 
sions were  charged  for  trades  that  took  place  on  other  days 
that  month. 

According  to  the  trading  records  supplied  to  the  SEC  by  a 
foi'mer  Paragon  employee,  customers  wei'e  similarly  over- 
charged in  a  host  of  other  stocks — Evro,  Paramai'k  Enter- 
prises, Apogee  Robotics,  La-Man,  Eco2,  First  Standard  Ven- 
tures, and  quite  a  few  others.  There  was  no  indication  that 
the  firms  had  any  knowledge  of  the  overcharges.  Repeated 
calls  to  Paragon  President  Danny  Levine  for  comment  on 
these  allegations  were  not  returned. 

The  trading  records  were  routinely  churned  out  by  Bear 

Stearns,  which  could 
have  noted  the  size  of 
the  commissions  at 
Paragon  by  making  a 
simple  calculation.  Two  former  Paragon  officials,  who  were 
unaccjuainted  with  the  fonner  Paragon  employee  who  submit- 
ted the  records  to  the  nasd,  said  that  the  trading  records 
show  the  magnitude  of  the  commissions  clearly  and  that  they 
would  be  obvious  at  a  glance.  However,  an  official  of  a  rival 
cleiuing  firm — no  fiiend  of  Beai- — notes  that  there  is  "no  oblig- 
ation of  a  clearing  finri  to  look  at  anything  like  that."  Bear 
Steanis's  position  is  that  it  sim|jly  processed  the  Pai-agon  trad- 
ing records  and  did  not  review  them.  Asserts  Bear  Stearns's 
general  counsel,  Mark  E.  Lehman:  "It  is  our  view  that  the  re- 
sijonsibility  f;>r  deteiTnining  markiij^s  and  commissions  is  that  of 
the  introducing  firm  and  not  the  clearing  finn."  According  to 
!  .I'hinan,  Bear  Steams  is  still  clearing  trades  for  Paragon. 
"GRAVY."  One  foiTiier  Paragon  manager  observed  a  nefarious 
;  "act  ice  that,  he  maintains,  has  been  common  at  the  New 
'i'  k  he;:dquart.ers  of  Paragon  in  recent  years.  According  to 
ex-manager,  who  personally  witnessed  the  practice, 
!';:rrtgon  would  postdate  and  predate  time  .stamps  of  trading 
1i.'k.-:>ts,  to  make  markups  as  large  as  possible.  According  to 
■  (lis  e;'v-iYianager,  the  scheme  worked  like  this:  A  customer 
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would  buy  10,000  shares 
Bulletin  Board  stock  when 
market  was  $5  bid  and 
asked.  If  portions  of  the  o 
were  filled  at  a  lower  price, 
order  was  supposed  to  be  t 
stamped  to  reflect  that,  an 
the  end  of  the  day  the  or 
are  submitted  to  nasdaq. 
former  manager  maintains 
Paragon  would  accumulate 
stock  during  the  day — pa 
say,  $5  for  the  first  thous 
$5.50  for  the  next,  and  so 
and  show  the  entire  orde 
the  highest  price.  "Eveiyt 
else  is  gravy  for  the  bro 
says  the  ex-Paragon  mana 
No  one  seems  to  have  soj 
up  the  gravy  that  flows  f 
chop  stocks  more  than  Joi 
Belfort,  who  founded  the  Si 
ton  Oakmont  penny-stock 
kerage  in  the  1980s.  Just  3f 
is  believed  to  be  a  miUion 
many  times  over.  "Investn 
banker"  was  how  Yach 
Magazine  characterized  hii 
its  May  issue,  in  detailing' 
sinking  of  his  150-foot  yacht,  the  Nadine.  A  publicity  rel 
from  United  Film  Distributors,  one  of  Belfort's  many  er 
prises,  calls  him  a  "private  investor."  The  Queens  (N.  Y.; 
five  is  the  executive  producer  of  several  of  United's  mo 
which  have  titles  such  as  Smita  With  Muscles. 

But  there  is  another  side  to  Belfort.  According  to 
merous  chop-house  execs  and  traders  interviewed  by  E 
NESS  WEEK,  Belfort  has  remained  a  hidden  power  whosi 
fluence  in  the  chop-stock  world  has  hardly  waned  sine 
sold  his  stake  in  Stratton  and  was  baiTed  for  Hfe  fi'om  tb 
curities  industry  by  the  sec,  nearly  four  years  ago.  (Be 
agi-eed  to  the  ban  without  admitting  or  denying  the  SEC' 
legations  of  securities  fraud.)  He  has  managed  to  retan 
power  and  wealth  while  apparently  remaining  within 
letter  of  his  agi-eement  with  the  SEC.  Indeed,  his  name 
not  appear  on  a  single  scrap  of  paper  associated  with 
brokerage — except  Stratton. 

After  he  left  Stratton,  Belfoi-t  continued  to  draw 
sums  fi'om  the  firm — something  that  is  cuirently  beinj 
vestigated  by  Stratton's  bankiuptcy  trustee,  Harvey  M 
Under  a  "noncompete"  agi'eement  that  he  signed  with  S 
ton  in  March,  1994,  Stratton  agi'eed  to  pay  Belfort  a  .'| 
gering  $180  million,  payable  in  monthly  instalbiients  of  $1 
lion.  In  return,  Belfort  could  not  open  a  competing  brokei 
The  timing  of  the  deal  was  fortuitous,  to  say  the  least — ^it 
signed  one  week  before  Belfort  was  banned  fi'om  the  se 
ties  business.  The  SEC  ban,  one  state  i-egidator  obsei 
was  no  doubt  pending  at  the  time  the  noncompete 
signed.  Belfort  and  the  former  attorney  for  Stratton 
negotiated  the  deal,  Ira  L.  Sorkin,  declined  comment, 
Sorkin  citing  attorney-client  privilege. 

Belfort  kept  up  his  side  of  the  bargain  by  kee{>ing  o 
the  securities  business — at  least  on  paper.  Sources  on 
Sti-eet  assert  that  Belfort  continues  to  exert  control,  thr 
intermediaries,  of  some  of  the  leading  brokerages  in  th( 
cro-cap  stock  business.  Among  them  are  D.  L.  Cromwel 
vestments,  Monroe  Parker  Securities,  and  Biltmore  Se 
ties.  Allegations  of  Belfort  control  are  not  new  for  Mo 
Parker — they  were  raised  in  1992  by  the  nasd  when  the 
applied  for  membership,  notes  Monroe  Parker  attomej 
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Singer.  But  Singer  says  that  the  nasd  was  satisfied  that 
Belfort  had  no  hidden  role  at  the  firm.  Attorneys  for  Bilt- 
inore  and  D.  L.  Cromwell  deny  that  Belfort  has  any  tie  ]to 
the  firms. 

But  Amr  "Tony"  Elgindy,  head  of  a  Fort  Worth-based 
firm  called  Key  West  Securities  Inc.,  has  alleged  in  court 
papei's  that  Belfort  bought  a  silent  pailnei-ship  in  his  fiiTn  eai'- 
ly  in  1997.  He  maintains  that  the  relationsliip  fell  apart  after 
he  resisted  pressure  by  Belfort  to  open  up  an  office  in  New 
York  City  to  sell  stock  to  the  pubhc  in  the  time-proven  way, 
by  high-pressure  cold-calling.  According  to  Elgindy,  Belfort 
bought  into  his  fimn  using  a 
trusted  associate  named 
Robert  LoRusso  as  a 
"front  man."  LoRusso  and 
Belfort  \dgorously  deny  El- 
gindy's  allegations. 

LoRusso  and  Belfort 
both  maintain  that  Elgindy 
is  no  angel.  Indeed,  in  Sep- 
tember, Elgindy  settled 
NASD  charges  of  alleged 
trading  abuses  by  consent- 
ing to  a  fine  and  a  one-year 
ban  as  principal  of  a  bi-o- 
kerage  firm.  He  neither 
admitted  nor  denied  the 
charges.  The  nasd  com- 
plaint alleges  that  "Elgindy 
was  suffering  from  severe 
mental  illness"  at  the  time 
of  the  trading  abuses.  El- 
gindy maintains  that  was 
a  reference  to  severe  de- 
pression. LoRusso  also  as- 
serts that  Elgindy  misap- 
propriated fimds  and  failed 
to  disclose  regulatoiy  prob- 
lems, which  resulted  in  a 
suit  by  LoRusso  to  rescind 
his  deal  to  buy  into  the 
fiirn.  LoRusso's  allegations 
are  denied  by  Elgindy,  who 
settled  the  suit  by  agi'eeing 
to  rescind  the  deal. 
PASSIVE?  Although  Elgindy 
is  anytliing  but  an  unbiased 
observer,  his  allegations 
support  the  assertion  of 
chop-house  brokers  and 
traders  that  Belfort  re- 
mains a  power'ful  presence  in  the  chop-stock  business.  Ac- 
cording to  Elgindy,  Belfort  is  a  well-capitalized  shoit-seller  of 
chop  .stocks — an  adventurous  brand  of  trading  that  is  El- 
gmdy's  specialty.  But,  say  Elgindy  and  other  sources  familiar 
'Aii  h  Belfort's  activities,  Belfort  also  has  had  access  to  cheap 
stock  in  numerous  companies  and  has  pushed  a  host  of  stocks 

through  I'etail  fii'ms — 
particularly  Monroe 
Parker,  D.  L.  Crom- 
'~~  well,  and  Biltmore.  In 

a  phone  conversation  with  Elgindy  in  December,  1996,  that 
ElginiJy  raped,  Belfort  seems  to  imply  that  he  is  more  than 
Just  a  pa  sive  observer  of  activities  on  the  Street.  Referring 
to  one  stock  f!<  al,  Belfort  told  Elgindy:  "I  have  access  to  a  lot 
of  small  firms." 

Elgindy  and  ethers  familiar  with  Belfort's  activities  main- 
tain that  Belfort  has  been  a  hidden  power  behind  the  retail- 
.ng  of  a  host  of  stocks.  Among  the  stocks  that  Elgindy  says 


CHOP  HOUSES  MOVE  FAST  AND  MAY  BE 
GONE  WHEN  CUSTOMERS  COMPLAIN 


Speeto  Report 


were  Belfort  favorites  were  Big  City  Bagels,  Luma 
Grand  Havana  Entei-prises,  and  the  company  that  was 
subject  of  the  possible  Paragon  overcharge — Environme 
Technologies.  Elgindy  says  Belfort  would  sometimes  suf 
brokers  with  cheap  stock  in  the  fimns,  which  would  be  sold 
customers  at  huge  markups.  Belfort  says  he  legitimatj 
owns  shares  in  some  of  those  companies  but  denies  havingj 
cess  to  "cheap  stock"  in  any.  The  chief  executive  of  Grand 
vana,  Harry  Shuster,  says  that  he  knows  of  no  BelfortJ 
volvement  in  the  company  for  the  past  two  years.  Officialj 
the  other  companies  did  not  return  phone  calls. 

Elgindy  maintains  t 
Belfort  sometimes  wc 
wax  sentimental  about 
good  old  days  at  Strat 
And  taped  excerpts 
those  conversations,  wl 
Elgindy  shared  'Aith  B 
NESS  WEEK,  are  reveal 
In  one  conversation  in 
cember,  1996,  Belfort  s] 
ulated  why  one  partici 
stock  both  men  were  sh 
ing  was  doing  so  w 
"They're  paying  people  ( 
said  Belfort.  "They're  c 
nitely  paying  people 
with  stock.  I  know 
owned  a  very  large 

firm        I  made  a  zil 

dollars  off  my  deals." 

In  another  taped  con 
sation,  Belfort  made  a  si 
tling  disclosure.  AccortF 
to  Belfort's  taped  accourl 
company  called  Buildi 
Warehouse  Associaj) 
Inc. — which  since  has 
come  a  unit  of  Osife 
Technologies  Inc. — onc((|- 
fered  him  a  huge  bribi ' 
return  for  Stratton  se 
the  stock.  Said  Bel 
"This  guy  came  to 
this ...  kid  from  Utah 

to  me  He  offered 

three  shai-es  in  Switzer] 
for  every  share  I  sold, 
had    like   500  brok^ 
Belfort  continued.  "I  c 
have  sold  a  zillion  shaij 
Belfort  declined  to  discuss  the  alleged  bribe  offer.  Osicom  | 
BaiTy  Witz,  fonner  chief  executive  of  Builders  Wai'ehouse, 
not  respond  to  requests  for  comment. 

Whether  Elgindy  is  a  whistle-blower  or  a  sore  loser, 
thing  is  sure:  The  conduct  that  he  describes  is  common 
world  of  chop  stocks.  In  theu-  efforts  to  clean  up  the  wor] 
micro-cap  stocks,  the  regulators  have  always  seemed  to 
day  late  and  a  dollar  short — or  perhaps  more  accura 
years  late  and  billions  of  dollars  short.  Their  efforts  to  e 
micro-cap  fraud  are  well-intentioned,  sometimes  vigorous- 
they  have  failed  to  put  more  than  a  dent  in  the  problem 
ving  brokers  out  of  the  industiy  does  httle  good  when 
stay  active  behind  the  scenes.  Shutting  fii'ms  does  little 
when  other  firms  open  to  take  their  place.  The  mone] 
simply  too  good:  The  indictment  on  Nov.  25,  which  aUegesj 
involvement  of  four  ranking  Mob  figures  in  pushing  a  si| 
chop  stock,  proves  that.  And  it  is  coming  from  a  see: 
bottomless  pit — the  pockets  of  small  investors. 
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When  you're  under  pressure  to  make  critical 
business  decisions,  CFO  Vision  software  delivers 
the  timely  and  accurate  information  you  need. 

CFO  Vision  is  the  single  source  for  all  your 
key  business  information,  both  financial  and 
non-financial— readily  accessible  for  interactive 
analysis  and  reporting.  It's  never  been  easier  to 
see  product  and  customer  profitability,  the  potential 
impact  of  a  reorganization,  or  key  performance 
indicators— in  any  currency 

You  can  view  your  business  from  all  angles 
because  CFO  Vision  is  the  first  financial  consoli- 
dation and  reporting  software  that  integrates 
flexible  multidimensional  analysis  (CLAP).  All 
from  one  vendor... SAS  Institute,  the  leading 
name  in  decision  support  at  more  than  29,000 
companies  worldwide  including  the  Fortune  100. 

For  a  closer  look,  give  us  a  call  or  visit  us  at 
www.sas.com/vision 


/M 


SAS  Institute  Inc. 

The  Business  of  Better  Decision  Mal<inq 


E-mail:  bw@sas.com       www.sas.com/vision       919.677.8200       In  Canada  1.800.363.8397 


SAS  IS  a  registered  trademark,  and  CFO  Vision  a  trademark,  ol  SAS  Institute  Inc 


Copyright  1997  by  SAS  Institute  Inc. 


THE  MOB  IS  BUSIER  THAN  THE  FEDS  THINK 


How  prevalent  is  the  Mob  on  Wall 
Street?  It's  a  question  that  was 
fii'st  raised  a  year  ago,  when 
BUSINESS  WEEK  revealed  widespread 
Mob  iniiltration  (BW— Dec.  16,  1996). 
The  issue  has  again  reared  its  head 
in  the  afteinnath  of  the  Nov.  25  secu- 
rities fraud  indictment  of  19  people, 
including  four  alleged  Mob  figures. 
At  the  press  conference  announcing 
the  indictment,  the  U.  S.  Attorney  in 
Manhattan,  Mary  Jo  White,  main- 
tained that  the  Mob  pres-  • 
ence  is  "isolated."  But  is  it? 

BUSINESS  week's  chop- 

stocks  investigation  shows 
that  the  Mob  is  far  more  ac- 
tive on  Wall  Street  than 
might  appear  from  the  pub- 
he  pronouncements  of  regu- 
lators and  law  enforcement 
officials.  Among  the  fii*ms 
that  have  allegedly  been 
subject  to  Mob  influence  or 
ownership  are  the  New  York 
office  of  Brauer  &  Associ- 
ates Inc.,  a  Florida-based 
brokerage  where  stock  pro- 
moter James  P.  Minsky  was 
briefly  employed,  and  Adler 
Coleman  Clearing  Corp.,  a 
former  clearing  fimi.  Adler 
went  out  of  business  in  1995, 
after  the  demise  of  Hanover 
Sterling  &  Co.,  a  noted  chop  house. 

The  aUeged  Mob  connection  to 
Adler  apparently  had  its  genesis 
thi'ee  years  ago.  In  a  deal  brought 
together  by  Stratton  Oakmont  Inc., 
Adler  Coleman  was  funded  through  a 
company  called  Atrium  Holding  Co. 
According  to  private-placement  docu- 
ments obtained  by  business  week, 
one  of  Atrium's  largest  investors  was 
Philip  Barretti  Sr.,  an  alleged  associ- 
ate in  the  Gambino  crime  family.  In 
July,  Barretti  pleaded  guilty  to 
charges  that  he  participated  in  a  car- 
tel that  controlled  New  York  City's 


Special  Report 


trash-hauling  business  and  agreed  to 
a  prison  sentence  of  4'A  to  13  years 
and  $6  million  in  iines  and  court 
costs.  Edward  J.  Cohan,  chief  execu- 
tive of  Atrium  and  Adler,  says  he 
was  unaware  of  Bajretti's  involve- 
ment in  the  financing.  Barretti  was 
unavailable  for  comment. 

The  Mob  has  also  allegedly  found 
its  way  into  short-selling  of  chop 


stocks.  According  to  traders  and 
chop-house  officials,  Bany  Cesser,  a 
close  friend  of  Stratton  founder  Jor- 
dan Belfort,  has  systematically  short- 
ed chop  stocks.  He  has  allegedly  de- 
manded cash  from  chop  houses  in 
return  for  not  shorting  the  stocks,  or 
has  demanded  cheap  stock  to  cover 
his  shorts,  threatening  to  "ci-ush"  the 
stocks  if  he  doesn't  get  his  way. 

The  alleged  Mob  hnk  is  a  Cesser 
associate — a  28-year-old  native  Long 


Cesser  As  Cesser  tells  it,  he  is  often :« 


INVESTOR?  Alleged  Mafia  associate  Barretti  (far  right) 
helped  finance  a  now  defunct  clearing  firm 


Islander  named  Michael  Reiter.  Reit- 
er's  very  presence  at  Gesseris  side 
gives  him  clout  by  dint  of  Reiter's 
hnk  to  the  Gambino  crime  family. 
Street  sources  say.  Reiter's  father, 
Mark  Reiter,  is  a  fi*iend  of  foitner 
Gambino  boss  John  Gotti  and  is  serv- 
ing two  life  teiTns  in  a  federal  prison 
for  narcotics  trafficking. 
FAMILY  TIES.  Michael  Reiter  and 
Cesser  both  deny  that  they  have 
ever  engaged  in  anything  that 
smacks  of  extortion.  "The  conversa- 
tions that  you're  refemng  to — I'm 
not  going  to  say  it's  a  figment  of 
everyone's  imagination  when  you're 
saying  people  come  to  us  or  we  go  to 
people  about  cheap  stock,"  says 


approached  by  chop  houses  whose 
stock  he  has  shorted  and  asked: 
"  'What  will  it  take  for  you  guys  to 
go  away — to  drop  the  stock?'  That  1 
kind  of  conversation  takes  place."  f 
Cesser  asserts  his  answer  is:  "You  I 
can't  buy  me."  But  he  says  that  if  he 
has  shorted  a  stock  and  is  offered 
cut-rate  stock  to  cover  it,  he  takes  itj 
That,  he  maintains,  is  not  extortion.  I 
Brauer's  alleged  ties  to  the  Mob  | 
are  being  examined  by  in 
vestigators.  According  to 
sources  familiar  with  the 
FBI's  probe,  federal  agents 
have  identified  Brauer's 
New  York  office  as  being 
controlled  by  elements  of 
the  Colombo  crime  family- 
notably  Joseph  M.  Baudan 
za,  a  broker  there  who  is 
described  by  a  law-enforce- 
ment source  as  an  associate 
in  the  Colombo  crime  fami- 
ly. Law-enforcement  official 
say  Joseph  Baudanza  is  a 
son  of  a  reputed  Colombo 
family  member  and  a  cousi 
and  close  associate  of  27- 
year-old  John  Baudanza, 
alleged  up-and-coming  me 
ber  of  the  Colombo  family. 
John  Baudanza  is  described 
by  law-enforcement  sources  as  work 
ing  with  his  cousin  and  other  kinfolk 
on  the  Street.  Neither  John  nor 
Joseph  Baudanza  returned 
business  week's  calls.  John  Kiefher,  j 
an  attorney  for  Brauer,  denies  orga-i  ' 
nized  crime  involvement  in  the  firm  i 
and  says  the  New  York  office  is  in-  |. 
dependently  owned.  j , 

The  Baudanza  ascendancy  is  in  'if 
sharp  contrast  to  the  fate  of  another 
alleged  Mob  figure  from  I'ecent  Wall  " 
Street  history — reputed  DeCaval- 
cante  family  capo  Philip  Abramo. 
Abramo,  who  was  jailed  on  tax  eva- 
sion charges  in  Januaiy,  allegedly 
held  sway  over  several  brokerages 
New  York  and  Florida.  But  since  hi 
release  from  prison  a  few  weeks  ag 
he  has  been  studiously  avoiding  his 
old  haunts  in  Manhattan's  financial 
district  and  in  the  ghtzy  office  com- 
plexes of  South  Florida.  And  that 
makes  sense — the  feds  are  starting 
to  turn  up  the  heat.  Abramo  may  bfj- 
gone,  but  he  won't  be  missed.  There 
are  plenty  of  his  colleagues  who  are 
only  too  happy  to  take  his  place. 

By  Gary  Weiss  in  New  Yl 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

SUN  HOTELS  MAY  BE 
SET  TO  RISE 

Aside  from  stocks  involved  in  buyouts, 
casinos  were  a  bad  bet  this  year. 
The  gambling  gi'oup  went  nowhere — 
while  the  market  broke  records.  Sun 
International  Hotels  (sm),  for  one,  a 
Big  Board-listed  outfit  in  the  Bahamas, 
was  trading  at  40  on  Dec.  2 — where  it 
was  at  the  start  of  the  year,  after 
slumping  to  30  in  September.  But  some 
investors  think  Sun  is  about  to  make 
major  moves — and  are  buying  shares. 
What's  going  on?  "A  relatively  un- 
known manager, 
A  BRIGHTER        Sol  Kerzner  from 
DAWN?  South  Africa,  has 

been  sprucing  up 
Sun  Internation- 
al," notes  a  New 
York  investment 
manager  who  is 
buying.  ChaiiTnan 
and  CEO  Kerzner 
is  expanding  Sun's 
flagshijD — Atlantis 
Resort  &  Casino 
on  Pai'adise  Island 
in  the  Bahamas — 
and  its  Resorts 
USA  hotel  in  At- 
lantic City.  This 
means  "a  huge  explosion  in  profits  is 
forthcoming,"  says  the  money  pro.  Oth- 
er big  investors:  Fidelity  Investments 
with  10%  and  Trust  Co.  of  the  West 
with  6%.  Kerzner  controls  a  40%  stake. 

Sun's  thfrd-quarter  earnings  shot  up 
from  26^  a  share  to  510,  buoyed  by 
management  fees  from  its  Mohegan 
Sun  Casino  in  Connecticut.  Sun  also 
says  Paradise  Island  had  "above-aver- 
age luck"  in  this  year's  third  quarter. 
Fourth-quarter  earnings  are  expected 
to  cool  to  42(2,  vs.  38(Z  a  year  ago. 

For  all  of  1997,  analysts  expect 
.f2.12,  vs.  last  year's  $1.51.  Next  year 
isii't  expected  to  be  much  better,  be- 
cau.ir  .'ji  outlays  for  improvements.  Sun 
is  spei  (ling  $450  million  on  a  1,200- 
room  h  ,L- 1  in  the  Bahamas  and  $150 
million  lor  i  -.pansion  in  Atlantic  City. 

But  pi'ofit.  should  begin  to  soar  in 
1999.  "Our  est  imate  for  a  flat  year  in 
1998  )h  -wiliis landing,  vr^  expect  Sun 
to  mori  than  rouble  its  room  count 
and  casli  flow  by  2000,  '  says  Mark 
Manson  of  Donaldson  Lufkin  &  Jen- 
rette  Securities.  "We're  confident,"  he 


DATA,  BIOOMBERG  FINANCIAl  MARKETS 


says,  that  Sun  "will  prove  to  be  a  good 
investment  for  those  with  a  longer 
hoi-izon."  He  sees  the  stock  at  50  to  60 
in  12  to  18  months  and  expects  profit? 
of  $3  a  share  in  1999  and  $3.75  in  2000. 

Adding  to  the  optimism  is  Sim's  new 
joint  venture  with  Vistana  to  develop 
375  time-share  units  on  Paradise  Is- 
land. Sun  has  also  updated  its  1995 
tax-incentive  deal  with  the  Bahamian 
government,  which  wall  produce  $6  mil- 
hon  in  tax  savings  for  Sun  in  1998, 
which  should  boost  earnings  by  15(2  to 
20^  a  share,  figures  David  McDonald  of 
NationsBanc  Montgomery  Secuiities. 


TALKING  THE 
CUSTOMERS'  LINGO 


M 


ore  companies,  particularly  blue 
chips,  are  tiu-ning  to  outside  sup- 
pliers for  marketing  help — mainly  in 
selling  to  ethnic  gToups  and  other  hai'd- 
to-reach  consumers.  Serving  that  niche 
is  Snyder  Communications  (SNC),  which 
designs  complete  marketing  programs 
aimed  at  reaching  "high-value"  and 
fau'ly  inaccessible  customers. 

Snyder's  stock,  after  hitting  a  low 
of  20  in  mid- April,  rebounded  to  34  on 
Dec.  2.  Based  on  a  1997  earnings  esti- 
mate of  46^  a  share,  the  stock  trades  at 
a  lofty  price-earnings  ratio  of  73.  So 
the  stock  could  be  vulnerable  in  a  mar- 
ket pullback.  Nonetheless,  investment 
pro  Andrew  Lanyi,  who  heads  Lanyi 
Research  at  ciBC-Oppenheimer,  thinks 
Snyder  is  on  the  way  to  55.  "A  high 
p-e  doesn't  scare  me,  so  long  as  strong 
earnings  visibility  is  there,"  he  argues. 

He  thinks  the  company,  whose  data- 
base has  30  million  students  in  the  U.  S. 
and  20  million  multicultural  con- 
sumers— such  as  Hispanics  and  Rus- 
sians— will  continue  to  gi"ow  fast.  One 
client,  AT&T,  ac- 


counts for  20%  of 
its  business.  Talks 
are  under  way  to 
renew  its  contract 
with  AT&T,  which 
ends  at  yearend. 
"Snyder  is  almost 
certain  to  get  not 
only  a  renewal  but 
a  much  bigger 
contract  from 
AT&T,"  says  Lanyi. 
AT&T  declined  com- 
ment. Other  big 
clients:  Procter  & 
Gamble,  Kellogg, 
and  Pfizer 


VULNERABLE 
IN  A  DOWNTURN? 
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Through  acquisitions  and  interr 
gi-owth,  Lanyi  sees  earnings  of  46? 
share  this  year  and  77(Z  next  year, 
from  last  year's  18(2. 


A  BIG  DEAL 
FOR  BIG  E 


Big  Entertainment  (bige)  is  quit^ 
small  company  but  unique  in  s 
field.  It  develops  and  holds  the  riglfe 
to  certain  characters  and  concepts- 
primarily  of  the  science-fiction  and  fir 
tasy  genres — created  by  best-selli| 
authors  and  media  stars.  It  licenss 
them  for  films,  books,  TV,  and  to;. 
But  Big  E  stock  has  yet  to  bloo; 
Trading  at  6  a  share,  it's  down  fi'ona 
52-week  high  of  nearly  8.  But  the  stci 
is  gaining  fans  as  the  company  signs  » 
more  authors  and  properties.  Sales  al 
profits  could  gi'ow  "in  excess  of  6*if 
annually  over  the  next  three  year^ 
says  Jan  Loeb  of  Wasserstein  PereS 
Securities. 

Big  E  owns  THE  STOCK  HAS 
rights  to  such  au-  YET  TO  BLOOM  ^ 
thors  as  Tom 
Clancy  and  Mick- 
ey Spillane  and  to 
film  celebrities 
like  Leonard  Ni- 
moy.  In  sports. 
Big  E  has  a  pact 
with  basketball's 
Magic  Johnson  to 
develop  childi'en's 
books  and  cartoon 
characters. 

Big  E  is  ex- 
pected to  an- 
nounce a  contract 
with  Metro-Gold v^^- Mayer  to  devei 
books  from  the  company's  vast  fi 
and  TV  library.  The  library  inclucj 
products  from  other  studios  it  ow 
such  as  Orion  Pictures,  United  Aitit 
and  Samuel  Goldwyn  Films.  "This  o 
ti'act  will  produce  a  number  of  pot 
tial  big  sellers  for  Big  E,"  says  C 
Mitch  Rubenstein.  He  figures  the  cc 
pany  will  generate  revenues  of  $10  r 
lion  this  year,  $25  million  in  1998, 
$75  million  in  1999.  Rubenstein 
Big  E  President  Laurie  Silvers  foui 
ed  the  Sci-Fi  Channel  and  sold  it 
USA  Netwoi'ks  in  1992.  Today,  the  eh 
nel  has  30  million  subscribers 

Wasserstein's  Loeb  estimates  I 
company  will  just  break  even  this  y 
but  earn  43?  a  share  next  year  Bas 
on  his  1998  estimate,  Loeb  thinks 
stock  will  hit  S'A  in  12  months. 
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of  fine  cognac 
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SEMICONDUCTORS 


MICROPROCESSORS 
ARE  FOR  WIMPS 

Motorola  plans  an  end  run  around  Intel  with  systems-on-a-chip 


Last  July,  while  pundits  were  still 
clucking  about  Motorola  Inc.'s  deci- 
sion to  abandon  the  market  for 
DKAMs,  the  worldiorse  memory  chips  in 
computers,  a  far  more  dramatic  change 
had  already  begim.  It  emei-ged  incon- 
spicuously enough:  Motorola  moved  the 
headc[uaiters  of  its  $7.8  billion  chipmak- 
ing  operation  fcom  Phoenix  to  the  Austin 
(Tex.)  home  of  its  microprocessor  busi- 
ness. But  the  move  signals  a  key  tiuning 
poijit.  Motorola,  which  has  long  offered  an 
alternative  to  Intel  Corp.'s  microproc- 
essors, has  decided  to  slink  away  from 
the  23-yeai-  battle  for  desktop  computei's. 

Its  new  strategy — taking  shape  under 
Hector  de  J.  Ruiz,  the  Semiconductoi- 
Products  Sector's  new  president — calls 
for  it  to  concentrate  on  customized, 
highly  integi'ated  circuits.  With  Apple 
Computer  Inc.'s  share  of  desktop  com- 
puters dwindling.  Motorola  has  giv- 
en up  dreams  of  winning  big 
against  Intel. 

ALL-IN-ONE.  Instead,  Motorola  will 
focus  on  other  markets, 
crafting  new  chips  foi'  the 
specific  needs  of  individual 
customers  or  products.  The 
company  will  tap  its  portfoho 
of  50,000  chips,  includ- 
ing the  PowerPC  mi- 
croprocessor, to  com- 
pile a  huge  catalog  of 
modules  and  components 
for  building  complete  "sys 
tems  on  a  chip."  These 
chips    will  merge 
memory,  logic,  and 
other  circuit  types 
onto  one  silicon  slice. 
Say.s  Fiuiz:  "We  in- 
tend K)  turn  what 
has  been  a  weak- 
ness— a  li))'>-ad  aiTay 
of  technologi'  s — into 
a  [towei'ful  weapon  no 
■!!ie  else  has." 

llnfoi'tunateiy,  most 
i:i:;;)inakers    have  the 
^. -  'H-  idea,  inckiding  the 
i  !  /  !  giants  in  -h'  jxin  and  Ko 
i-.i.t  -as  well  as  ncinesis  Intel. 
?.l()li.)-ola  may  h^^  jumping 


from  the  frying  pan  into  the  fii'e.  But 
there's  not  much  choice.  As  transistors 
continue  to  shrink  in  size,  more  circuit- 
ry will  inevitably  get  crammed  onto 
each  chip.  Tomorrow's  silicon  will  hold 
dozens  of  today's  cliips, 
so  only  the  most  com- 
plex systems  will  need 
more  than  a  couple  of 
chips — and  many  prod- 
ucts will  have  just  one. 
In  its  next-generation 
cellular  phones,  foi'  in- 
stance, the  cui'rent 
handful  of  chips  will 
collapse  onto  one. 

So  system-chip  sales 
are  set  to  ei'upt.  Now, 
they  amount  to 
only  .$4  bil- 
lion, or 


A  SHRINKING 
CHIP  SHARE 


MOTOROLA'S  SEMICONDUCTOR  SALES 
AS  A  PERCENTAGE  OF  THE 
WORLDWIDE  MARKET 
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DATA  COMPANY  REPORTS,  SEMICONDUCTOR  INDUSTRY  ASSN 


3%  of  the  world  market.  By  2001, 
tem  chips  could  total  $70  billion — tple 
the  size  of  today's  mici'oprocessor  ai'- 
ket — and  26%  of  total  chip  sales.  \ 

Motorola  brings  powerful  techncjg- 
to  the  party.  It  is  the  top  produc'-  n 
microcontrollers,  or  "embedded"  rrp 
processors.  These  special-purpose  (gjj; 
are  variations  of  general- purposeisi; 
croprocessors,  like  the  68040  andjthi 
PowerPC,  and  account  for  nearly  jO' 
of  Motorola's  semiconductor  reveite- 
Because  microcontrollers  are  alric 
the  silicon  guts  of  eveiT/thing  froniau 
tomobile  engine  controls  to  office  ett 
ment  and  X-ray  machines,  they're  K 
erally  viewed  as  a  key  stepping  sto*  i 
system  chips. 

To  exploit  Motojla 
microcontroller  c|4i 
nance,  Ruiz  has  K 
wooing  big  custopi 
who  can  help  witlll} 
system-chip  initita'i 
He  forged  a  partei 
ship  with  TV  picBF 
wSanioff  Coip.  ifon^: 
David    Sarnoff  8<i 
search  Center  In^' 
develop  one-chip  ^ 
tal  TVS  and  sel 
boxes.  Similar  a;p 
ments  have  been  strack  with  Easis 
Kodak  Co.  and  Amati  Communicajfe 
Coi-j:).  for  imaging  and  networking  (f 
And  Motorola  will  expand  its  M 
nership  >vith  ibm  in  PowerPC  (i| 
to  create  embedded  versionii 
networking  gear  and  other  U 
growth  mai'kets.  • 
Motorola  hop 
system-chip  str;i 
will  prove  as  pot6| 
it  has  for  rival 
Tliomson  Microelectr 
By  focusing  on  custoii 
designs,  the  French-Ill 
chipmaker's  reviip 
jumped  16% 
year,  despite  || 
dip  in  the  worldul 
ket.  "The  first  ci| 
success  factor"  in  sj 
chips  is  a  wide  rar| 
technologies, 
Jean-Philippe  DiH 
a  vice-preside]^ 
SGS-Thomson. 
Motorola  eel 
ly  has  that. 
i996  sales 
profits  stagnati 
it  poured  reso'C 
into  the  struggle  with  : 
Intel  mania  even  causei.' 
torola  to  miss  last  yeai'iil 
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(^WALKER 


Smart  Fi/iantials  Fi/thny^  Biniiieis  Adviintage 

mple  enough. 


yoi/re  a  big,  powerful  computer. 


If  there's  one  thing  that's  easy  to  understand  about  Year  2000  problems,  it's  this;  everything  is 
complicated.  And  with  the  myriad  mission-critical  issues  involved,  it  just  seems  to  get  more  overwhelming 
by  the  day.  Plus,  time  is  quickly  mnning  out. 

All  the  more  reason  to  choose  a  truly  seasoned  partner.  Someone  with  the  proven  ability  to  not  only 
diagnose,  but  correct,  implement  and  verify  Year  2000  solutions.  Like  Walker. 

For  over  25  years,  we've  been  designing  and  installing  large-scale  business  software  for  a  wide  range 
of  worldwide  organizations.  In  the  process,  we've  acquired  extensive  experience  in  virtually  every  aspect  of 
Year  2000  compliance.  Experience  we  can  put  to  work  for  you.  Quickly.  Efficiently.  With  minimal  dismption 
to  your  existing  infrastmcture.  And  for  significantly  less  than  the  big  consulting  fimis. 

All  of  which  makes  it  abunciantly  clear  that  when  it  comes  to  the  Year  2000,  using  anyone  else  just 
doesn't  add  up. 

For  more  information,  please  call  l-8()0-PICK-WALKER  in  the  U.S.,  1-415-495-881 1  outside  the 
U.S.,  or  visit  www.walker.com. 


©1997  Walker  Interactive  Syscems.  Inc.  Ail  nghts  reserved 


Introducing  Zip 
Built-in. 

A  Zip  -  dnve  built 
into  your  notebook  or 
desktop  PC  gives  you 
unlimited  capacity  to 
store,  back  up,  and 
ohare  tons  of  stuff. 


The  "Condor."  The  world's  largest  cargo  plane. 


Packard  Bell 
MEC 


You  need  big  cargo  space 
on  your  computer  these 
days.  Certainly  more  than 
hard  drives  or  little  floppies 
can  offer.  Today's  multi- 
media software  just  fills 
them  up  too  fast.  But  a  Zip 
Built-in™  drive  gives  you 
unlimited  space.  And  the 
100MB  Zip  disks  can  handle 
whatever  big  nasty  file  you 
throw  at  it.  So  if  you're 
computer  shopping,  look 
for  the  Zip  Built-in  logo.  It 
says  you've  got  the  capac- 
ity to  create  more,  share 
more,  save  more,  do  more. 
www.iomega.com 


oeLL 


SONY 

^  PinverCamputlng 
UNISYS 

SIEMENS 
NIXDORF 


With  over  9  million 
out  there.  Zip  is 
the  standard. 

Not  only  are  they  built 

into  these  leading 
computers,  you'll  also 
find  them  in  homes, 
schools,  businesses,  and 
service  bureaus  across 
the  country. 


S 

-4 


Already  have  a  PC? 
Get  a  Zip  external. 

Get  a  Zip  drive.  Or  the 
new  ZipPlus'"  drive  that 
works  with  either  SCSI 
or  parallel  ports,  has  an 
amazingly  small  power 
supply,  and  comes  with 
cool  multimedia 
software. 
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BECAUSE    IT'S    YOUR    STUFF;  lOmegd 


logn  at..-  ...'..jislpii'ij  i(,:)(jetnarK,  .jnd  Zip.  Zip  BuiIMn,  Zip  ButIMn  logo,  ZipPlus.  and  "Bficausi?  IIS  Vuui  Slutf"  aie  Irademaiks  ot  Iomega  Corpoialion  All  olher  irademaiKs  aie  trie  piopeily  ot  Ilieir  lespectiv 
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iigital-signal  processors,  dsp 
ate  analog  signals  into  digital 
computers  can  process.  Mo- 
'  sales  not  only  didn't  gi'ow, 
k  10%. 

3rmer  executive  in  Motorola's 
pager  business,  is  molding 
king  operation  after  his  nim- 
nater.  He  has  collapsed  23 
lits  into  four,  targeting  con- 
tronics,  wireless  communica- 
orking,  and  automobile  com- 
tomers  applaud  the  changes, 
r  J.  Oliver,  vice-president  of 
ring  at  Cabletron  Systems 
he's  so  impressed  that  Mo- 
lt from  supplying  no  part  of 
ts  to  nearly  10%." 
ROCKET?  Ruiz'  initiatives 
V  results  next  year,  says  an- 
than  J.  Joseph  at  Nations- 
;gomery  Securities  Inc.  He 
ip  revenues  will  chmb  21% 
-more  than  twice  the  overall 
so,  sales  will  hit  $9.6  billion, 
king  last  year  and  gaining  a 
lis  year.  Says  Joseph:  "This  is 
change  their  semiconductor 
n  has  had  in  20  years." 
•e  less  charitable.  W.  Richard 
:utive  vice-president  of  LSI 
p.,  a  system-chip  pioneer, 
otorola's  ambitions.  Because 
,'ere  developed  by  indepen- 
,  he  says,  merging  them  into 
signs  will  be  tough.  "This  is- 
ke  cut,  copy,  and  paste  and 
stem,"  Marz  says, 
it  just  a  sour-gi'apes  reaction, 
■al  observers  say  the  changes 
enching.  Still,  look  for  Mo- 
ull  out  all  stops  to  support 
lipmaking  operation  accounts 
han  a  quarter  of  corporate 
and  perhaps  more  important, 
unit's  products  are  the  tech- 
DiTierstones  for  most  of  the 
-fourths.  Motorola  now  knows 
nger  milk  old  products  if  that 
iwer  ones — as  it  did  with  M- 
promising  new  piece  of  the 
)  strategy  is  just  the  chip  for 
lat  run  on  penhght  batteries, 
was  kept  off  the  market  for 
to  avoid  cannibalizing  older 
iwhile,  Hitachi  Ltd.  and  NEC 
?d  in  and  now  dominate  the 
handheld  PCs.  "We  didn't  Us- 
le  of  oui"  customers,"  shinags 
^-President  Fred  Shlapak. 
1  admission  for  a  company 
he  bulk  of  its  revenues  from 
tions  products.  But  count  on 
ing  hand  like  Ruiz  to  make 
3w  message  gets  through. 
'  McWilliams  in  Ausiin,  Tex. 


(Digital  Safe) 

Iomega  100MB  Zip~disks  give  you  the  capacity  to  protect  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 
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(Digital  Photo  Album) 

Iomega  100MB  Zip" disks  give  you  the  capacity  to  picture  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 


BUSINESS  WEEK  /  DECEMBER  15.  1997  137 


Information  Processing 


ir 


THE  INTERNET 


THE  MAC  OF 
INTERNET  PROVIDERS 

Ease  of  use  has  put  EarthLink  in  orbit 


Tlu'ee  years  ago,  business  was  boom- 
ing for  Sky  Dylan  Dayton.  The  23- 
year-old  owned  Cafe  Mocha,  a 
trendy  L.  A.  coffeehouse;  had  opened  a 
second  one,  Joe;  and  ran  a  computer 
graphics  business  on  the  side.  Then  he 
heard  of  the  Internet.  He  signed  up 
with  a  local  Internet  sei"vice  provider 
but  was  forced  to  go  through  80  hours 
of  manually  configwing  his  computer  so 
he  could  tap  into  the  iSP's  network. 
Once  Dayton  was  hooked  up  to  the 
Web,  he  was  awed  by  its  potential  but 
turned  off  by  the  experience.  "I  knew  I 
could  do  better,"  he  says. 

Today,  Cafe  Mocha  and  Dayton's  oth- 
er ventui'es  are  history.  Now,  Dayton 
mis  the  nation's  sixth-lai'gest  iSP,  Eaith- 
Link  Network  Inc.,  which  has  built  a 
name  for  itself  as  one  of  the  easiest  on- 
ramps  to  the  Web.  Buoyed  by  going  na- 
tional in  1995,  EarthLink's  annual  rev- 
enue last  yeai"  hit  $32.5  million,  a  tenfold 
jump  fi'om  million  the  yeai-  before.  So 
far,  EaithLink  has  piled  up  net  losses  of 
$59.4  million,  but  analysts  expect  it  to 
turn  profitable  sometime  in  1999.  And  by 
the  end  of  this  year,  EarthLink  is  ex- 
pected to  have  more  than  400,000  sub- 
scribers, up  from  227,000  last  year  Its 
stock,  which  opened  at  $13  when  the 
company  went  public  on  Jan.  22,  is  now 
trading  near  $20. 

If  EarthLink  continues  on  its  trajec- 
tory, it  will  boast  some  600,000  cus- 
tomers this  time  next  yean  That  would 
put  it  in  the  same  orbit  as  Microsoft 
Network,  Prodigy,  netcom  On-Line 
Connnunication  Services,  and  AT&T 
Worldnet,  which  have  from  a  half-million 
to  more  than  a  milUon  customers.  Now, 
Dayton  is  betting  that  EarthLink  will 
surpass  those  to  become  No.  2  behind 
the  Big  Kahuna — America  Online  Inc., 
with  its  10  million  subscribers. 
BROWSER  FORESIGHT.  The  reason? 
EarthLink  has  b 'come  the  Macintosh 
of  Ihe  ISP  world — the  way  for  "me>-e 
mortals"  to  connect  to  the  Net.  Eartn- 
(.;nk  offei's  painless  initial  sign-on  and 
■superior  customer  service  and  techni- 
cT,i  !  v!p})o»'t.  It  spends  time  educating 
cvKstomrrs  with  booklets  and  a  bi- 
niofithly  new  ■U'fter  on  how  to  get  the 


most  out  of  the  Web. 
"We  concentrated  on 
where  we  could  build  a 
strategic  advantage, 
where  we  touch  the 
customers,"  Dayton 
says. 

As  part  of  this  focus 
on  customers,  Dayton 
decided  not  to  build  his 
own  network,  as  many 
of  his  competitors  do. 
Instead,  he  leases  ca- 
pacity from  companies 
such  as  PSINet  Inc.  and 
UUNet  Technologies  Inc. 
That  strategy  also 
makes  EaithLink's  net- 
work more  adaptable.  LET'S  GO 
If  Web  access  in  the 
future  shifts  to  cable- 
modem  or  satellite  net- 
works, EarthLink  will 
not  be  stuck  with  an 
obsolete  telephone- 
based  network. 

EarthLink  also  had  the  foresight  ear- 
ly on  to  forgo  developing  its  own  Web 
browser — a  costly  endeavor  that  rivals 
have  abandoned.  Dayton  instead  licensed 
one  ffom  the  company  that  later  became 
Netscape  Communications  Corp.  That 
an-angement  jump-started  the  compa- 
ny's marketing  progi-am.  EaithLink  has 
cut  deals  with  250  companies,  such  as 
Sierra  On-Line  Inc.  and  cnn  Interac- 
tive, to  send  out  copies  of  its  sign-on 
software,  which  includes  Navigator. 

But  EarthLink  was  not  a  storybook 
success.  Dayton  and  his  two  original  fi- 
nancial backers,  all  Scientologists,  faced 


simple  as  rolling  off  a  log 


Putting  EarthLink  on  the  Map 


SUBSCRIBERS 

REVENUES 

NET  INCOME 

(IN  THOUSANDS) 

1995 

30 

$3,028 

($6,120) 

1996 

227 

32,503 

(31,149) 

1997* 

422 

78,834 

(29,406) 

1998* 

636 

132,333 

(12,033) 

1999* 

852 

192,262 

8,516 

•Estimates      DATA:  COMPANY  REPORTS,  CRUnENDEN  ROTH  INC 


a  backlash  on  the 
"""""""  including  an  anti-Ei 

CEO  Garry  Betty  and  Link  Web  page  thai 
founder  Sky  Dayton  insist  p^'^^  the  company 

owned  by  the  Chur 
that  Web  access  be  as  Scientology.  That  r 

ence  popped  up 
earlier  this  year  o 
investment  Web  site.  "It  was  liki 
Jewish,  therefore  EarthLink  was  o 
by  the  state  of  Israel,"  Dayton  saj 
VIDEO  PAL  These  days,  Da.^/ton  cons 
himself  the  "keeper  of  the  culturi 
EarthLink.  He's  the  "creative  ger 
says  CEO  Charles  Garrett  ("Gai 
Betty,  behind  a  new  version  of  the 
pany's  sign-on  softwai'e  that  starts 
ping  tliis  month.  The  softwai'e  featu 
video  clip  of  an  employee  who  v 
customers  through  their  fii'st  Net 
nection.  And  he's  the  leading  advocs 
EarthLink's  personal  start  page,  v 
just  like  the  online  services  incl 
stock  quotes,  local  weather,  and 
Inc.'s  Snap!  Online  channels.  "It's 
of  the  sexier  sign-on  capabilities  aro 
says  analyst  Jeff  L.  Sadler  of  bri 
age  Robinson-Himiplirey  Co.  in  At) 
For  Dayton's  part,  he  sees  hii 
as  the  "ultimate"  customer.  "I 
pushing  operations  to  think  of  prol 
from  the  member's  point  of  vieS  j.^ 
stead  of  the  engineer's,"  he  says 
long  as  those  customers  have  a  foi) 
as  their  ombudsman,  they'll  be  ha] 
By  Larry  Armstrong  in  Los  An 
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DIRECTLY 
JAIL 

hut  is  scoring  in  the  prison  biz,  at  home  and  abroad 


n  plans  for  a  600-bed  mini- 
am-secimty  piison  for  Victo- 
i,  Australia,  landed  on  the 
sk  of  George  C.  Zoley  in  the 
996,  the  CEO  of  Palm  Beach 
•"laj-based  Wackenhut  Cor- 
rp.  wondered  what  his  exec- 
Id  be  thinking.  Included  in 
's  bid  were  three  swimming 
editation  lake,  and  even  a 
?r"  where  inmates  could  shop 

classes.  Such  amenities  in  a 
1  would  be  criticized  as  "cod- 
iders,  and  Zoley  womed  un- 
■  explained  that  they  fit  Vic- 
•rogressive  incarceration 

Despite  doubts,  Zoley  left 
e  plan — and  Wackenhut  got 
•t. 

Itural  sensitivity  has  helped 
Zoley  calls  the  exporting  of 
low-tech  business"  into  a 
er.  It  has  also  turned  Wack- 


enhut into  a  fast-moving  up-and-comer 
in  the  private  prison  business.  Second 
only  to  Corrections  Corporation  of 
America  (ccA)  in  the  U.  S.,  Wackenhut 
is  capitalizing  on  its  international  domi- 
nance and  an  expanded  range  of  ser- 
vices to  fuel  breakout  gi'owth.  A  $62 
million  spin-off  with  scant  earnings  four 

FOR  WACKENHUT, 
CRIME  DOES  PAY 

320 


240 


160 


NET  INCOME 

$18,8  MILLION- 

NET  INCOME 

$2  2  MILLION 

'94  '95 
.  MILLIONS  OF  DOLLARS 


'96 


'97* 


•ESTIMATE 
DATA:  BLOOMBERG  FINANCIAL  MARKETS, 
EQUITABLE  SECURITIES  CORP. 


FLORIDA  JOINT:  The 

U.S.  /.s  the  fop  market 

years  ago,  analysts  ex- 
pect Wackenhut's  rev- 
enues to  climb  51%,  to 
an  estimated  $208  mil- 
lion in  1997.  Net  income 
should  rise  21%,  to 
$11.7  million. 

Even  bettei;  much  of 
that  growth  has  come 
at  the  expense  of  ccA. 
In  July,  Wackenliut  beat 
out  its  bigger  rival  to 
win  a  $300  million,  10- 
year  contact  to  run  a 
federal  prison  in  Taft, 
Calif. — the  ftrst  time  the 
feds  have  turned  a  jail 
over  to  a  private  con- 
tractor. All  told,  with 
plans  to  add  11,000 
prison  beds  in  1998 — a 
<■)!»%,  jumjj — analyst  Bri- 
an W.  Ruttenbm-  of  Eq- 
uitable Securities  Corp. 
expects  revenues  to 
jump  an  additional  52%,  to  hit  $317  mil- 
lion next  year.  Wackenhut  also  appears 
well-placed  for  a  contract  to  be  awarded 
in  South  Africa  early  next  yeai',  as  well 
as  planned  contests  in  Jamaica  and 
Canada.  Boasts  the  hai'd-chai-ging  Zoley: 
"If  we  maintain  oui-  market  share  and 
growth  rate,  we  will  be  a  $1  billion  com- 
pany or  moi'e  by  2004." 
"GIGANTIC  OPPORTUNITY."  Zoley  has  the 
tremendous  overall  growth  in  private 
prison  contracts  to  thank  for  that.  Beset 
by  rising  prison  populations,  governments 
are  tmning  to  private  companies  to  build 
and  operate  then-  jails.  Innovative  facih- 
ty  design  that  uses  fewer  people  and 
more  technology  to  monitor  inmates  and 
lower  labor  costs  have  helped  privatizers 
meet  tough  cost-savings  goals. 

Over  the  philosophical  objections  of 
unions  and  prisoner  advocates,  25  states 
have  privatized  at  least  one  prison. 
There's  likely  to  be  plenty  more  ahead: 
Today,  private  prisons  house  less  than 
3%  of  the  1.7  million  U.  S.  prison  popu- 
lation. But  Charles  W  Thomas,  du'ector 
of  the  Private  Corrections  Project  at 
the  Center  for  Studies  in  Criminology  at 
the  University  of  Florida,  estimates  av- 
erage annual  growth  in  private  prisons 
of  25%  over  the  next  live  years. 

That  has  hardly  gone  unnoticed  on 
Wall  Street.  Now  trading  at  28,  Wack- 
enhut's shai'es  are  up  32%>  this  year. 
"Thei'e's  a  gigantic  opportunity,  and  I 
expect  both  [ccA  and  Wackenhut]  are 
going  to  flourish,"  says  mutual-fund 
manager  Ronald  Baron,  president  of 


Ca,  hits  tree.  Or  tree  hits  car.  Airbags  inflate.  OnStar  Center  is  alerted.  Computer  nip 
pinpoints  location.  Advisor  calls  back,  gets  no  answer.  Advisor  calls  nearest  emerge,f« 
service  provider.  Yes,  someone  will  hear  you.  24  hours  a  day,  7  days  a  week.  Even  if 
can  t  call  we'll  hear  you.  We'll  hear  you  m  other  ways,  too.  If  you're  lost,  we  II  direct 


r  is  stolen,  we  can  track  it.  If  you're  locked  out,  we  can  unlock.  It's  a  service  called 
;'s  available  on  nearly  2  million  new  GM  vehicles.  And  it  gives  you  more  peace  of 
cause  It's  a  jungle  out  there.  Even  when  it's  only  a  forest. 
38-ONSTAR-7  or  visit  our  website  at  www.onstar.com.  BPiiiStrir 
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Baron  Capital  Management  Inc.  "It's 
not  a  bad  thing  to  be  second  in  an  in- 
dustry growing  at  this  pace." 

Indeed,  Wackenhut  is  succeeding,  in 
part,  by  being  a  smai't  follower.  In  the 
U.  S.  market,  fx^A  took  over  the  lead  in 
1994  by  aggressively  making  acquisi- 
tions and  providing  capital  to  build  pris- 
ons to  cash-strapped  states.  It  even 
built  prisons  on  speculation,  often  to 
house  out-of-state  inmates.  This  year, 
CCA  went  even  further,  completing  the 
fu-st  prison  real  estate  investment  trust 
and  gaining  $400  million  to  finance  more 
building. 

To  catch  up,  Wackenhut  is  following 
suit — even  as  it  goes  its  rival  one  fiu- 
ther.  Tliroughout  the  U.  S.,  it's  adding  to 
the  prisons  it  builds,  finances,  or  ovms, 
and  it,  too,  is  considering  a  prison  REIT 
for  1998.  But  Zoley  has  also  been  quick 
to  expand  Wackenhut's  skills  into  new 
areas  of  incarceration:  In  1997,  Wack- 
enhut bought  a  Fort  Lauderdale  (Fla.) 
psychiatric  hospital,  for  example,  and 
took  on  contracts  to  nm  a  psychiatric 
prison  in  Mississippi  and  a  juvenile  max- 
imimi-seciuity  prison  in  Michigan.  Unlike 
some  rivals,  Wackenhut  will  pi'ovide  ser- 
vices a  la  carte  for  authorities  who  want 
to  privatize  only  part  of  their  prisons. 
FOREIGN  AFFAIRS.  Moreover,  Zoley's  real 
ace  is  international.  Although  only  one 
in  10  new  private  prison  beds  will  come 
outside  the  U.  S.,  Wackenhut  dominates 
the  lucrative  overseas  market.  Interna- 
tional now  accounts  for  20%  of  Wacken- 
hut's revenues  and  30%  of  its  profits. 
Building  on  the  reputation  of  parent 
and  55%'  owner  Wackenhut  Coi-p.,  which 
employs  security  guards  in  more  than 
50  countries,  Wackenhut  CoiTections  has 
succeeded  abroad  by  building  and  nin- 
ning  prisons  and  providing  additional 
services  such  as  prisoner  transport:  and 
health  services. 

S(j  far,  the  comj)any  has  also  success- 
fi-illy  negotiated  the  risks  of  foreign  mar- 
kets. Hit  by  a  ra.sh  of  suicides  in  its 
Ai-thur  Gorie  (Australia)  facility  in  its 
fii'st  IX  m(jnths  and  a  year-  of  violence  in 
its  Doj.i'aster  (England)  prison,  Wacken- 
hut was  foi-ced  to  change  its  practices.  It 
increased  Diiitoring  of  high-risk  inmates 
and  guard  i  iiiing,  and  it  has  replaced 
American  m;'!uigers  with  local  hh-es  to 
help  re.solve  cuii  tiral  conflicts.  The  move 
has  helped  at  Avihm-  Gorie,  where  out- 
siders say  WackciiViut  has  become  more 
sensitive  to  indigi'mxis  cultures.  As  it 
expands  to  less  industrialized  nations, 
business  may  be  riskic/-,  but  that's  a  bet 
Zoley  is  willing  to  take  to  make  Wack- 
enhut itself  a  company  woith  following. 

Bt/  Gail  DcGeorge  in  Miami,  with 
Julia  Flijuii  ill.  London 


SPIN-OFFS 


I 


STILL  WAITING  FOR 
THE  NEW  NCR 

Free  of  AT&T,  the  computer  systems  maker  keeps  stumblii^ 


In  a  ballroom  at  the  Hotel  Del  Coro- 
nado,  an  opulent  beachfront  hotel  in 
San  Diego,  Per-Olof  Loof,  the 
evening's  star  performer,  has 
strapped  on  his  electric  gaiitan  Loof,  a 
top  executive  at  $7  billion  nck  Corp.,  is 
an  unlikely  rocker  but  quickly  launches 
into  Back  at  the  New  NCR,  his  own  ver- 
sion of  the  1969  Beatles  hit.  Back  in 
the  U.S.S.R.  Applause  erupts  from 
dozens  of  NCR  employees  and  customers. 

Such  a  reception  is  a  rare  treat  for 
NCR  management  these  days.  In  the 
year  since  AT&T  spun  off  the  Dayton 
(Ohio)  cash-i-egister  and  computer  sys- 
tems giant,  unhappy  investors  have  rid- 
den a  wild  roller-coaster,  ncr  shares, 
which  started  at  84  at  the  spin-off  in 
January,  quickly  zoomed  to  48,  only  to 
settle  around  30  today. 

That's  largely  because  earnings  have 
come  in  well  below  expectations.  Many 
on  Wall  Street  figured  the  company. 


NO  MINCED  WORDS:  Nyberg  admit 
l',)97  was  "a  big  disappointment" 


which  lost  a  cumulative  $4  billion  in 
five  years  at&t  owned  it,  would  qui 
return  to  profitability.  Instead,  ncrJ 
continued  to  wallow  in  red  ink,  posfij 
three  disappointing  quarters  in  a  iJ 
while  its  margins  dipped  far  below 
industry  average.  "NCR  was  valued 
done  deal,  as  if  the  tmnaround  had  \ 
accomplished,"  says  analyst  Johij 
Jones  of  Salomon  Brothers  Inc.  In 
it  still  has  a  long  way  to  go:  For 
year,  Jones  expects  ncr  to  earn  jui 
million  on  revenues  down  5%,  to  5.! 
billion.  I 
SHARP  KNIFE.  Even  CEO  Lars  Nylji"! 
agrees  that  1997  has  been  "a  big  dip 
pointment."  A  tall,  intense  Swede  cd 
ited  with  timiing  ai-oimd  the  infonn^oi 
systems  division  at  Dutch  giant  PhP'' 
Electronics  in  the  early  1990s,  Nylil 
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inolta  beats  all 

her  copiers  to  ttie  finish! 


A  two 
hole  punch 
there. 


A  staple 
here. 


A  staple 
there. 


Two  staples 
here. 


50-sheef 


zi-sets  sorted,  ^ 
zistapled  and  - 
-hole  punched^ 
 there. 


Only  from  the  mind  of  Minolta 

comes  a  line  of  copiers  you'll  call  the  Do-lt-AII 
Presenting  the  new  Unlimited  Edition  CS/Pro 
high  volume  office  copiers. 

For  years,  Minolta  has  been  helping  you 

with  great  copiers.  Now  we'll  help  you  turn  out 

a  finished  product  any  way  you  wish 

with  finishing  technology  no  one  can  duplicate. 

Prepare  presentations  in  any  format. 

Generate  reports  hole-punched,  stapled, 

sorted  and  stacked  in  unlimited  quantities. 

This  is  the  start  of  a  new  era  of 
copier  breakthroughs  from  the  mind  of  Minolta. 
And  we're  just  getting  started  finishing  off 
the  competition.  To  learn  how  you  can  finally 
Do-lt-AII,  contact  Minolta  today. 


-800-9-MINOLTA  www.MinoltaUSA.com 


Copiers 
Cameras 
Faxes 
Digital  Systems 
Document  Imagiiif; 
Laser  Printers 

Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 


©1997  MINOLTA  CORPORATION 


MINOITA 


-^niffiiw 

sales  (t[»|)or1iitiitit's 


They  may  be  right  under  your  nose,  f^specially 
il  you  treat  every  incoming  customer  call  as  a 
potential  sale. 

You  see,  IBM  call  center  solutions  can  hel|)  your 
reps  get  fast  access  to  more  customer  information, 
such  as  internal  purchase  histories  or  reports  Irom 
outside  credit  bureaus,  regardless  ol  where  it  resides. 
So  your  customers  get  the  answers  they  need  (|ui(  kl\. 
Plus,  your  reps  see  a  customer  s  complete  pnililc 
which  can  belj)  tbcm  to  cross-sell  other  products 
and  services. 


lor  vonr  company 


And  w  itii  I  H\l  <  com|)nt<T  tclcpbony  capabilit  ics, 
sncli  as  >kill--ba>cd-ronl  iiig.  incoming  ca I U  arc 
automalicalK  idcntilicd  and  directed  lo  rep-  lli.il 
are  best  (-(piipped  lo  lianille  tlie  ealU. 

11  yon  d  like  lo  liear  more  aboul  liov\  1 1)\1  s  lull 
range  ol  customer  service  solutions  can  help  ycjur 
business,  call  us  at  I  P)(>()  lH\l-7777.  ext.  DA  1.55,  or 
contact  u>  at  \v  \vw.  networking,  i  b  m  .com  /cal  I  pat  h . 
We  re  >ure  tlii'  possibility  ol  increased  sales  will 
wag  your  tail. 


Solutions  lor  a  small  planet 
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took  over  NCR's  top  job  in  1995.  He 
spent  two  years  prepaiing  for  the  spin- 
off, getting  rid  of  a  disastrous  personal 
computer  unit  and  laying  off  3,800, 
about  10%  of  the  woi'kforce.  Now,  he's 
also  cutting  redundant  operations  in  the 
130  countries  where  ncr  operates  and 
expanding  foreign  manufacturing. 

Despite  the  slow  start,  Nyberg  re- 
mains optimistic  that  he  can  get  NCR 
back  on  ti-ack;  indeed,  by  2000,  he  vows 
to  hike  revenue  40%,  to  $10  billion.  To 
get  there,  Nyberg  is  counting  on  boost- 
ing international  sales  of  existing  prod- 
ucts such  as  automated  teller  machines. 
New  products  for  growing  domestic 
markets,  such  as  data  warehousing,  are 
also  in  the  works.  But  he's  fighting 
an  uphill  battle  against  skeptics. 
"This  is  definitely  a  show-me  sit- 
uation," says  one  institutional  in- 
vestor with  almost  two  million 
shares. 

Nyberg's  biggest  problem  is 
reviving  NCR's  $3.8  billion  com- 
puter unit,  which  supplies  more 
than  half  its  revenue.  In  the 
third  quarter,  computer  sales  fell 
by  double  digits  in  North  and 
South  Amei-ica  and  Europe  and 
were  flat  in  Asia. 

Analysts  and  competitors  say 
NCR's  computer  problems  are  a 
lingering  result  of  neglect  under 
AT&T.  For  starters,  ncr's  com- 
puter sales  force  was  allowed  to 
shrink  too  much.  And  though  it 
boasted  customers  such  as  h&r 
Block  Inc.  and  J.  C.  Penney  Co., 
outsiders  say  NCR  was  far  too 
dependent  on  sales  to  its  parent. 
Worse,  the  phone  giant  failed  to  in- 
vest enough  in  the  business  or  expand 
NCR's  computer  product  lines,  especially 
its  Unix-based  servers.  "What  NCR 
found,  because  of  the  at&t  screwup,  is 
that  their  critical  mass  in  the  Unix  busi- 
ness is  not  that  big,"  says  Nick  Earle, 
worldwide  marketing  manager  for 
Hewlett-Packard  Co.'s  enterprise  sys- 
tems gi"uup,  a  -trong  NCR  rival  in  both 
servers  and  dat )  warehousing. 
OVERSEAS  HELP.  AT&T  disagrees.  A 
spokeswoinun  say.  the  company  pimiped 
$3.4  bilhon  in  cas;  into  ncr  to  help  fi- 
nance its  losses  am,  ait  more  than  $500 
rr:i!lion  annually  to  ird  research  and 
v^  lopment.  "We  ce  linly  beheve  that 
\]w  '  e-.i  ^t:  -ces  allocatei  'i  ncr  were  suf- 
ftcic-ni.  '.0  jiiake  it  succ  -ful,"  she  says, 
g  concedes  thi  '  he  sales  force 
-oo  small,  but  t  outes  sugges- 
■S  NCR  may  hav  fallen  behind 
-^italfy.  Yet  R&D  - -Holding  as  a 
if  revenue  was  oi  (>%  at  NCR 
lar  bi'low  the  9.'.     spent  by 


i 


rival  Sun  Microsystems  Inc.  or  the  7.2%- 
invested  at  Hewlett-Packard.  Nyberg's 
solution  to  the  computer  problem  is  a 
crash  progi'am  to  hire  up  to  800  sales- 
people in  the  next  year.  But  that  may 
be  too  little,  too  late.  "You  find  it  very 
difficult  once  you  fall  behind  in  tliis  mai"- 
ket,"  says  Hewlett-Packaixl's  Eai-le.  "It's 
hard  to  catch  up." 

If  computers  are  NCR's  main  prob- 
lem, the  ATM  could  be  one  of  its  saviors. 
ATMS,  which  bring  in  $1  bilHon,  or  14%, 
of  NCR's  revenues,  have  gi'eat  prospects 
in  foreign  markets,  where  NCR  already 
sells  more  atms  than  anyone  else.  The 
company  has  done  especially  well  in  the 
underserved,  fast-gi'owing  economies  of 


A  SLOW  START... 


NET  INCOME 

MILLIONS  OF  DOLLARS 


Mi 
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IV  EST. 


LEAVES  INVESTORS  JIHERY 


JAN.  31 


NOV.  28 


DATA;  BLOOMBERG  EINANCIAL  MARKETS, 
SALOMON  BROTHERS  INC.  ESTIMATE 


p-rc-Pr 


Cliina,  Russia,  Indonesia,  Brazil,  and  In- 
dia. India,  for  examjjle,  has  only  1,300 
ATMS  in  the  entire  country,  NCR's  Loof 
says,  but  250  inillion  people  with  money 
to  use  them.  Although  NCR  faces  stiff 
competition  ft-om  North  Canton  (Ohio.)- 
based  Diebold  Inc.,  there's  room  for 
both.  By  1999,  global  demand  for  new 
ATMS  will  grow  15%,  according  to 
newsletter  The  Nilson  Report. 

The  question  is  whether  that  will  be 
enough  to  offset  troubles  in  the  mature 
U.  S.  market,  where  the  risks  are  high- 
er. In  addition  to  Diebold,  NCR  is  under 
attack  fi'om  upstiuts  such  as  Tiiton  Sys- 
tems Corp.  in  Long  Beach,  Miss.,  and 
Tidel  Engineering  Inc.  in  Houston  that 
specialize  in  cheap  ATMs  that  only  dis- 
pense cash.  Tidel  has  jumped  from  zero 
to  6%  of  the  U.  S.  market  in  three 
years,  while  Tiiton  has  nabbed  a  16% 
share  in  only  two.  ncr's  share  has 
ch-opped  fi-om"39%  in  1994  to  28%  today. 

This  puts  extra  pressure  on  ncr's 


other'  great  hope  for  gTOwth,  its  d ; 
wai'ehousing  business.  Using  proprieir 
tei'minals  developed  by  ncr,  banks,  t 
tailers,  airlines,  and  other  compaie: 
can  gather  and  store  volumes  of  in»r- 
mation  on  their  customers'  spencag 
habits — everything  fi'om  the  top-selgj; 
toothpaste  in  a  certain  store  to  w'$^ 
airfare  cuts  diiim  up  the  most  busiiiss 
NCR's  computer  systems  allow  the  h'Jb 
or  retailers  to  "mine"  the  data  quiil;. 
to  develop  demographic  profiles,  % 
track  of  inventories,  and  sell  new  p^d- 
ucts.  At  Bank  of  America,  for  exanr^ie. 
Charles  Griffith,  senior  vice-presicji; 
and  genei'al  manager  of  corporate  hto 
agement  information  systems,  crejit.^^^ 
NCR's  system  with  cutting  the  tite 
needed  to  approve  customer  loans  (fer 
the  phone  from  days  to  minutes.  !, 
LIFTED  BURDEN.  NCR  cuiTently  leads 
U.  S.  with  a  50.5%'  share  of  the  w 
housing  market,  accorcUng  to  resear  niiim 
Intei-national  Data  Corp.  in  Fram  ^^.^.^j^ 
ham,  Mass.  It  dominates  the  lari 
banks,  retailers,  and  aii'hnes,  but  th« 
still  lots  of  gi-owth.  Analysts  estir 
that  the  U.  S.  warehousing  i 
ket,  now  worth  $5  bil 
OM-N  could  hit  $50  billion  b 
\  ^  «^  early  as  the  middle  of 
next  decade.  But  th 
'  too,  more  competitio 
on  the  way.  ^\ 
NCR  has  done 
with  big  compa: 
analysts  say  it's 
hind  with  sai; 
ljusinesses,  the  faster-g)|W- 
ing  market. 
To  catch  up,  NCR  recently  inti'od' 
a  cheaper  warehouse  product  for  sil 
er  businesses.  Nyberg  has  also  begi 
open  up  NCR's  proprietary  systeij 
other  companies,  ending  its  practi 
forcing  customers  to  use  its  softvj 
That  had  obliged  ncr  to  do  all  tb 
novating  on  its  platfoiTO  itself,  leavil 
"on  a  railroad  siding  away  from[ 
mainstream,"  according  to  Neil  Me: 
son,  senior  dii'ector  of  data  wai"ehoi| 
at  Oracle  Corp.,  ncr's  prime  rivij 
the  mai-ket.  Oracle  has  62  softwai'e  ilt 
ners  working  to  perfect  its  system 

Nyberg  knows  that  falling  behii  i 
data  warehousing  could  pose  a  1,/ 
threat  to  his  plans  for  the  new 
but  argues  that  recent  changes  ^ 
set  NCR  up  for  a  reboimd.  "After  foi  i 
five  years  of  flat  revenues,  a  comiB 
that  hasn't  performed  can't  turn  ariu 
in  12  months,"  says  Nyberg.  But  oi 
long  the  rebound  really  will  take- 
question  even  he  can't  answ^er 

By  Peter  CkiIkI^' 
in  Carlsbud. 


Do  you  have  to  choose  between  the 
convenience  of  an  automatic 
transmission  and  the 
performance  of  manual  shifting? 
Or  can  an  available  AutoStick® 
transaxle  shift  an  automatic  a 
little  more  toward  fun  ? 


Dodi^c  Stratus  has  an  available  2.5L. 
muhi-valvc  SOHC  V-6  that  delivers 
plenty  of  power  on  demand. 
Does  an  entwine  have  to  he  hi^ 
and  heavy  to  be  powerful?  Can 
lightweight  aluminum  cylinder  heads 
enhance  performance  ? 


These  are  the 
questions. 


xpect  a 
be  graded 
ve.  Well,  if 
inspired 
idifi,-  a 
shbone 
n.  can 
mdle  it? 


Car  chassis  have  traditionally 
been  built  on  a  "floor  pcm  " 
design.  Can  a  platform 
that  incorporates  a 
continuous  rigid,  ladder-type 
frame  improve  ride  and 
handling  characteristics  ? 
Can  this  help  us  reach  a 
high  level  of  performance': 


Dodge  Stratus  is  $14,375 for 
starters,  $18,345  impressively 
equipped.^  Now,  if  we  told  you  thai 
"impressively  equipped"  includes 
AutoStick  transmission, 
anti-lock  brakes  and  a  2.5L 
V-6,  would  you  be  surprised? 

MSKI's  after  $1,000  cash  hack  exclude  lax. 

4/h  «v\  use  seat  belts.  Remember  a  backseat  is 
the  safest  place  for  children. 


This  is  the 


Stratus  l@l  The  New  Dodge 

For  more  mmvers,  call  J-800-4-A-DODGE.  Or  vi.sit  our  Weh  .site  at  wyi-n'Aadodge.com 
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The  Tenth  Annual 


Business  Week  Symposium 
of  Chief  Executive  Officers 


L 


':.ao 


It  remains  America's  Most  Desired  Invitation:  A  letter  from  the  publisher  of  BusinessWeek  invitingo. 
to  the  annual  CEO  Symposium. The  number  of  eligible  attendees  is  even  smaller  than  the  name  of  the  evej 
implies.  Companies  must  meet  requirements  of  revenue  and  scale  before  the  CEO  can  hope  to  receive  thj 
coveted  embossed  card  from  publisher  David  Perm.  Once  they  do  -  and  if  they  maintain  that  level  of  perform^ 
in  future  years  -  they  gain  access  to  a  multi-industry  CEO-to-CEO  network  not  duplicated  anywhere. 

Ten  years  on,  The  BusinessWeek  Symposium  of  Chief  Executive  Officers  remains  the  nation's 
premier  gathering  of  corporate  leadership  and  a  central  marketplace  of  management  ideas. 


PRESENTED  IN 
ASSOCIATION  WITH 

Bain     Company.  Inc. 

Control  Data  Systems.  Inc. 

Ernst  &  Young  LLP 

International  Pa])er 

Johnson  Controls.  Inc. 

Novell,  Inc. 

QUALCOMM  Incoiporated 
S.AS  Institute  Inc. 
Sun  Microsystems.  Inc. 

IN  SPECIAL 
PARTNERSHIP  WITH 

The  j.  Paul  Getty  Trust 

WITH  SUPPORT  FROM 

Tile  .\Iissoun  De]3artment  of 
Economic  Develojjment 
Wharton  Executive  Education 


/)v  Si  ii/i  S/nis/a:  moderator  of 
/III- ainni/i!  Hii.Jmss  Wirk 
S\!iij)osiii/)i  I'j  CJiiif  Exciulivc 
Oifl'irs 


.''firs  i:ili'Ul^fUCl.' 


CHAIRMAN  OF  THE  #1  BOARD 

Caiiibell  Soup  came  top 
ill  Business  Week's  first 
annual  "Best  &:  Worst 
Boards"  Report  Card  on  Cor- 
p<jrate  Governance.  Campbell 
Soup  ranked  first  in  cjuality. 
accountability,  independence, 
and  coiporate  performance, 
scoring  a  perfect  "10"  on  some 
measuies.  But  chairman  David 
Johnson  cautions  that  "good 
governance  is  about  perfor- 
mance, not  about  conformance" 
with  various  criteria  of  board 
assessment.  "As  tar  as  I'm  con- 
cerned,'' says  Johnson,  "we 
should  concentrate  on  making 
governance  strong  and  good 
because  it  makes  company 
results  and  performance  better 
over  the  long  tenn.  That's  what 
I  mean  b\'  a  "high-performance 
board.  "    David  Johnson, 
chairman,  Campbell  Soup 
Company 


SECRETS  OF  ACQUISITION 
SUCCESS 

Bain  &:  Company  World- 
wide Managing  Director, 
Thomas  J.  Tierney, 

reported  why  only  some  accjui- 
sitioiis  succeed.  "1997  will  see 
about  7500  accjuisitions.  The 
1986  peak  was  only  3300. 
Ninetv'  percent  of  the  CEOs 
here  say  diey  will  complete  an 
act|iiisition  in  the  next  12 
months.  We  are  doing  more 
deals  and  they  are  more  expen- 
sive. Yet  60%' to  70%  of  coipo- 
rate  acciuisitions  may  not  create 
shareholder  value.  BaiiiTesearch 
shows  that  the  successfiil  ones 
altrr  the  competitive  landscape, 
join  companies  that  really  fit 
together,  have  internal  teams  for 
due  diligence  and  integration, 
and  align  financial  incentives 
to  drtve  perfirmance.^^ 


Km 
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A  MADE-TO-FIT  WORLD 

Control  Data's  busi 
is  now  built  comp 
ai  ound  technologie 
consulting  that  help  com] 
achieve  'mass  customizati 
the  personalization  of  all 
products  and  services.  W(  '""'slwu 
entered  a  knowledge  revo  -J^i'iS! 
that  both  permits  and  der  r  ^- ilu 
this  tvpe  of  personalized 
responsiveness.  Every  CI 
must  now  make  this  a  fun 
mental  element  of  their  vi 
and  strategy  or  risk  being 
the  dust.  The  use  of  knc 
assets  and  new  processesl 
better  align  with  custome 
become  critical  to  the  de' 
ment  of  new  sources  of 
growth."  James  E.  Ous 
President  and  CEO.  Contj 
Datit  S\  stems.  hic. 
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CEO  Eric 
riidt  says  network- 
as  just  begun, 
.vorks  everywhere. 
;tworks,  device- 
^orks,  education 
Internet-connected, 
iri  these  networks: 
g  computers, 
ision-like  devices, 
le-Hke  devices; 

with  differing 
30ses,  but  each 
imon  abihty  to 
;  witli  all  tlie  odiers. 
rovide  the  best 
stem  for  running 
ks  and  the  best  set 


>GAIN 

in  years  of  Conser- 
i  government  gave 
'nited  Kingdom 
wing  economic 
nerations:  Inflation 
1  is  low;  unem- 
it  was  high  is  low; 
vas  low  is  high, 
g  this  is  a  very 
;iess.  It  is  quite 
St  the  economy 
t  lose  the  election 
bstantial  margin." 
on.  John  Major, 
mister,  1990-1997 
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NOTHING  TO  DO  WITH 
COFFEE 

Sun  Microsystems  presi- 
dent Ed  Zander  offered 
the  world's  clearest 
explanation  of  Java.  "'When  a 
CEO  hears  the  word  'Java'  they 
should  think  of  a  telephone 
dial  tone.  It's  the  same  every- 
where, all  you  have  to  do  is 
dial.  Java  is  like  diat:  Java  is  cre- 
ating "web  tone;"  one  seamless 
ubicjuitous  enviromnent  that 
can  bring  electronic  commerce 
to  every  business,  every  home, 
eveiy  person,  in  a  very  cost 
effective  manner.  CEOs  should 
also  diink  about  the  booming 
web  traffic.  A  number  of  com- 
panies are  doing  hundreds  of 
millions  of  dollars  of  commer- 
cial transactions  over  the 
Internet.  It's  a  full-fledged 
worldwide  shopping  maO  and 
Java  is  the  door." 

YOU  SHOULD  CARE 
WHICH  CHIP 

Texas  Instruments  CEO 
Tom  Engibous. . .  on 
what  difference  the  chip 
makes.  ''Ten  years  ago  computer 
chips  were  just  undifferentiated 
nuts  and  bolts.  Today  wliich  cliip 
you  choose  is  a  critical  deci- 
sion. Today's  six-  or  eight-mil- 
lion transistors  on  a  chip  will 
soon  be  + 1 20-million.  This 
means  whole  pieces  of  election- 
ics  will  become  just  one  chip. 
So  if  you  pick  /a  microproces- 
sor that  cannot  handle  this 
'system-on-a-chip'  integration 
you  may  find  yourself  in  an 
uncompetitive  position." 


DATA  MINING?  WHAT'S  THAT? 

SAS  Institute  CEO 
Jim  Goodnight  has  built 
tlie  world's  largest  pri- 
vately-held software  company 
on  analytical  tools  diat  spawned 
a  management  technology 
unknown  to  many  CEOs. 


DATA  MINING 

1  KNOW! 

H '''''' 

HUH 

iiiiiiiiiiiiiiiiimmp  84% 

CEOs  at  tlie  Symposium 
used  a  Meridia  Interactive  key- 
pad to  answer  questions  anony- 
mously.* Suspecting  many 
CEOs  may  not  be  aware  of  the 
hottest  computer  trends, 
Business  Week  asked  if  they  had 
heard  of  data  mining.  Only 
16%  had.  SAS  Institute  CEO 
Jim  Goodnight  explained  that 
"Mining  uncovers  hidden  pat- 
terns buried  in  infonnation 
so  die  CEO  can  use  it.  Countiy 
sliopkee])ers  know  what  dieir 
customers  want  because  diey 
witness  every  purchase.  Today's 
large  coqDorations  cannot  do 
that  unless  diey  'mine'  tlie 
knowledge  buried  in  transaction 
data.  Data  mining  is  cmcial  to 
forecasting,  customer  retention, 
and  product  decisionmaking." 
*In-hall  polling  provided  by 
Meridia  Interactive,  (610)  260-6800 


GLOBAL  SOLUTIONS  FOR 
GLOBAL  PROBLEMS 


: 


|oday,  more  than  ever 
before,  major  companies 
recjuire  global  solutions 
for  global  problems.  As  the 
21st  century  approaches,  we 
are  using  our  knowledge,  skills 
and  technological  resources  to 
hel])  clients  anticipate  these 
problems  and  turn  the  com- 
plexities of  international  busi- 
ness to  their  advantage." 

Philip  A.  Laskawy,  Chairman 
and  CEO  Ernst  &  Young  LLP 


ONLY  THE  BEST  FOR  POST 
TOASTIES 


raft  is  already  die  largest 
food  company  in  North 
•  America  (Post,  Maxwell 
House,  Oscar  Mayer,  Jell-0, 
etc.),  so  we  are  aiming  for 
more  than  industry  leadership. 
We  want  to  be  the  employer  of 
choice,  attracting  the  best  tal- 
ent with  the  highest  levels  of 
creative  thinking,  resourcefiil- 
ness,  confidence,  optimism, 
conviction,  detennination,  and 
passion."  -  Ann  M.  Fudge, 
executive  vice  president,  Kraft 
Foods  Inc.;  president.  Coffee 
and  Cereals  Division 
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AH!  LIFE  IN  THE  GREAT 
INDOORS! 


JL  c 


""X  Tour  builclinj!;.s  t  an  be 
an  asset  and  help  you, 
or  they  can  Ijc  a  burden 
and  hurt  you.  When  a  building 
is  working  at  maxiinuin  efficien- 
cy, people  are  too.  Create 
superior  building  environments, 
and  you'll  provide  places  where 
people  Feel  better  and  perform 
to  the  best  of  their  abilities. 
I  low  about  o])erating  a  facility 
that  increases  employee  jjro- 
tluctivity  -  including  your  own 

-  by  10%  or  20%?  You  can  by 
squeezi!ig  maximum  perfor- 
mance from  your  buildings. 
Your  buildings  are  never  pas- 
sive. They  have  immense 
impact  on  your  employees  as 
well  as  on  your  company's 
overall  performance." 

-  Brian  J.  Stark,  vice-]jresident 
and  general  manager,  contnjls, 
Johnson  Controls 


AN  ORGANIZATION  AS  FLAT 
AS  A  Q-PHONE 

Riding  the  wave  of  his 
own  invention,  CDMA 
mobile  communications 
inventor  Imin  Jacobs  says  he 
makes  sure  that  "'the  communi- 
cation keeps  flowing  in  from  as 
many  different  employees  in  as 
many  different  parts  of  the  com- 
])any  as  possible.  You  just 
never  know  where  an  idea 
might  spring  up,  and  we  do  all 
we  can  to  make  that  happen. 
We  keep  the  organization  flat 
and  we  ensure  that  people  can 
respond  quickly  to  their  own 
new  ideas.  We  keep  this  com- 
pany very  exciting."  In  12 
years  Jacobs  has  taken  his 
start-uj)  to  a  $2bn-annual  rev- 
enues growth  leader. 

Irwin  M.  Jacobs,  chairman 
and  CEO,  Qualcoinin 


CANYOU  DANCE?  PAINT?  PLAYTHE  PIANO?YOU'RE  HIRED! 

exist  a  number  of  state  depart- 
ments of  education  that  do  not 
expect  their  schocjls  to  include 
art.  Every  business  seeking  to 
hire  in  those  sUUes  will  suffer  for 
lack  of  the  skills  and  talents  that 
only  an  arts-ricli  elementaiy  and 
secondai")'  education  can  create. 
1  he  arts  are  no  longer  marginal 
to  industry:  The  availal)ility  of 
arts  education  in  local  schools  is 
a  competitive  issue  for  eveiy 
company."  -  Leilani  Lattui 
Duke,  Director.  Gett)- 
Education  Institute  for  the  Arts 


WHERE  DO  BUSINESS  SKILLS 
COME  FROM? 


"  The  relatioMsliip  between 
bu  iiiicss  skills,  .icadeinic  ]jerfor- 
'!!.:;icc.  and  art--  education  is 
lecognizi-d  l)y  bu.siness 
icad'.-'  s.  Yet  tod.;)  there  still 


A: 


s  we  look  forward  to 
competing  for  the  future 
,in  the  fast-paced  global 
economy  of  the  next  century, 
the  quality  of  our  work  force  is 
perha]:)s  our  greatest  asset. 
From  the  third  grade  classroom 
to  the  vocational  schools  to  the 
college  lecture  hall,  providing 
educational  opportunities  to 
oin-  citizens  today  will  lead  to 
greater  economic  opportunities 
for  our  people  tomorrow.  If  the 
business  commimity  is  to  con- 
tinue to  provide  the  engine  for 
economic  growth,  v\'e  must 
provide  our  workers  with  the 
skill  set  necessary  to  make  them 
more  productive."  -  Missouri 
Governor  Mel  Carnahan 


"Art  learning  is  by  definition 
"tluiiking  outside  tlie  box."  That's 
in  high  demand  in  business. 
Research  confirms  that  early 
exposure  to  the  arts  stimulates 
brain  development  and  can 
enhance  a  chilcTs  abilit)'  to  learn 
reading  and  math.  Singing, 
jjainting,  and  coloring  are  now 
known  to  be  critic;il  to  Ijrain  cell 
development  and  ftiture  learn- 
ing. CEOs  should  take  a  leading 
role  in  jjrotecting,  advancing, 
and  enhancing  arts  education, 
because  it  is  now  clear  bevond 


DOWN  WITH  MOODY  t 
PEOPLE! 

Boston  Celtics  Head 
Coach  Rick  Pitino  ot 
n(jt  ;dlow  moody  pi; 
"Moody  people  don't  ki 
they're  being  negative  an 
sucking  the  air  out  of  eve 
else,  so  I  call  them  in  and 
them  what's  wrong.  The 
for  ten  minutes.  I  ask  the 
what's  right,  and  get  a  om 
minute  response.  I  ask  if 
their  perception  of  life:  T( 
things  wrong  for  every  o: 
thing  right.  I  show  them 
they're  cynical,  they  deny 
I  tell  them  to  ask  their  tean 
mates.  The  team  usually  s 
ports  my  premise  that  the 
moody  person  is  negative 
cynical.  That's  how  you 
change  moody  people." 


doubt  that  arts  educatior 
every  bit  as  important  to.  "'tolwhi 
ness  as 'the  three  Rs."'-  |  "^^^""ieift 
Richard  Wilson  RUey,  U.,J^«J  Don 
Secretaiy  of  Education 


iifCEOji 
iilalnriii 

''■'T'takiai 

litiiiiiiiter 

sfttitaiati 
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;  =  HAPPY 

re  convinced  that 
)  satisfaction  - 
)ple  feeling  moti- 
lling  to  work  to  tlie 
ibility  -  depends 
the  person  they 
,  the  company 
has  some  effect  as 
jre  of  tlie  work, 
^e  tlie  overall  level 
ction  is  very 
tion  of  the  person 
directly."  -  Merck 
ihnartiii 


IP 


MENTAND 

•e  CEOJiin 
dale  warns  of 
nt  hyjDe.  "There 
ype  about  infor- 
ology.  I  am  dumb- 
e  number  of  articles 
drivel.  Infonnation 
m  become  the 
[certain  kinds  of 
nanaged  properly, 
to  look  at  your 
decide  whether 
,s  you.  Don't  listen 
1  songs." 


LEADING  PEOPLE? 
IT'S  A  SCIENCE 

The  Warton  School  is 
turning  its  attention  to 
leadership  with  the  cre- 
ation of  The  Wharton  Center 
for  Leadership  and  Change 
Management,  dedicated  to 
"improved  practical  under- 
standing of  the  specific  qualities 
and  jjractices  that  constitute 
superior  leadershiji."  Center 
director  Dr.  Michael  Useem 
teaches  an  unusual  course  on 
"leadership  under  fire,"  where 
mid-career  executives  study 
classic  moments  when  notal)le 
leaders  have  faced  exceptioniJly 
difficult  and  fateflil  decisions. 
"Every  leader  should  prepare 
for  such  moments,"  says 
Useem,  "for  these  are  the 
defining  moments  of  their 
leadership  lives:  Moments  that 
will  yield  either  elation  and 
lasting  pride,  or  the  lifelong 
cringe  of  regret  or  remorse."  - 
Dr.  Michael  Useem,  director. 
The  Wharton  Center  for 
Leadership  and  Change 
Management 

Discover  die  VVliaitoii  Leadersliip  Digest 
at  litt]j://w\™-. wliarton.upemi.edu/exceed 


LOVE  AND  EMOTION:  CORE 
COMPETENCIES? 

""T  "T  "Tc  iiave  driven  out  ;ill 
1 /%  /  emotion.  But  it  is 
T    f    hard  to  love  your 
customer  wlien  you  don't  feel 
a  sense  of  love  inside  your  com- 
])any.  You  CEOs  are  demanding 
more  of  yom-  employees  than 
ever  before.  Sadly,  work  time  is 
driving  out  family,  church,  and 
community  time,  taking  over 
])eoples'  lives.  Have  you  thought 
about  your  employees'  return  on 
all  that  emotional  equity?  The 
companies  creating  die  fiiture 
have  em]3loyees  who  feel  deeply 
involved  in  a  great  t|uest.  What 
is  the  quest  that  you  are  setting 
for  the  j)eople  in  your  organiza- 
tion?" -  Gary  Hamel,  chairman. 
Strategos,  visinng  professor  of 
strategv'  and  international  man- 
agement. London  Business  School 


THE  VALUE  IN  DIVERSITY 


Tl 
i 


I  he  diversity  crisis  at 
Texaco  gave  our  coiii- 
]>any  a  key  insight: 
Diversity  is  more  than  race  and 
gender  mcliisiveiiess;  diversity  is 
listening  openly  to  the  broadest 
variety  of  different  perspectives. 
The  insight  is  that  these  different 
perspectives  contain  whole  new 
realms  of  value,  rich  new  sources 
of  growth.  Texaco  is  a  much 
stronger  company  with  much 
greater  potential  because  of  this 
understanding."  -  Peter  Bijur, 
chairman  and  CEO,  Texaco 


SHAREHOLDERS  LAST! 

Virgin  Group  of 
Companies  founder 
and  chairman  Richard 
Branson...  dislikes  jiublic 
speaking.  He  chose  the 
Business  Week  Symposium  for 
his  first  address  in  two  years. 
"It  is  a  myopic  enterprise  that 
gives  priority  to  the  short  term 
interests  of  shareholders  by 
sacrificing  employees'  job 
securit)',  rewards,  and  work 
environment.  That  starts  a 
negative  chain  reaction: 
Erosion  of  pride,  goodwill,  antl 
enthusiasm;  poor  performance 
by  non-motivated  and  antago- 
nized employees;  decreased 
service  cjuality.  reduced  cus- 
tomer satisfaction.  Long-term 
interests  of  shareholders  are 
actually  damaged  by  having 
given  them  superficial  short- 
term  priority.  The  well-being 
of  investors  depends  on  staff 
enjoying  their  jobs,  so  at 
Virgin  we  quite  rightly  give 
top  priority  to  the  interests 
of  our  own  peojile." 


BusinessWeek 


Beyond  news  Inlelligence 
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cities  scattered  across  Lombardy  and  the  Veneto, 
wned  manufactiu'ei's  making  evei"ything  from  tex- 
brass  fittings  generate  the  highest  per  capita  in- 
in  Italy.  In  certain  villages  in  Tanzania,  people 
g  social  ties  have  developed  strong  commercial 
laking  their  villages  wealthier  than  neighboring 

fewer  social  gi'oupings.  In  the  Chicago  suburbs, 
it  moved  out  of  segregated  Chicago  housing  proj- 
urishing,  while  counterparts  who  left  the  projects 
in  the  city  ai-e  still  floundering  economically, 
these  fai-flung  places  and  people  have  in  common? 
11  examples  of  a  powerful,  new- 
jd  economic  force  at  work — so- 

In  communities  and  neighbor- 
)ss  America  and  around  the 
il  ties  have  long  been  a  subject 
■  sociologists,  psychologists,  and 
ientists.  Now,  economists  are 
ow  the  social  fabric  affects  in- 
oice  and  economic  gi'owth. 
anomists  studied  physical  capi- 
•icks  and  mortar  of  economic 
they  studied  investment  capi- 
lancial  resources  that  provide 
vithal  to  build  industry.  More 
conomists  have  explored  the 
lan  capital — 
nents  of  ed- 
I  health  that 
possess, 
n  belated 

of  the  im- 

of  group 
p  and  social 
ps,  econo- 
5tudying  so- 
TlieVre  still 

nswer  age-old  questions:  How 

gi"ow?  Why  does  income  in- 
srsist?  What  accounts  for  dif- 
omic  outcomes?  But  now,  they 
ng  social  relations  to  help  an- 

questions.  "People  have  been 
und  for  a  kind  of  handle  on  the 
if  inequality  and  civic  involve- 
vhich  the  social-capital  concept 
says  Boston  University  econo- 

C.  Loiuy. 

GED.  Hard  to  measure  and  dif- 
[ine,  social  capital  comprises  an 
'eh  of  relationships,  norms  of 
alues,  obligations,  and  informa- 
?ls.  Within  gi-oups  and  regions, 
?  may  boost  productivity  and  incomes,  while  its  ab- 
hinder  gi-owth.  But  there  can  be  bad  social  capital, 
slimis,  for  instance,  gangs  may  foster  criminal  be- 
insist  on  gi-oup  loyalty,  while  in  wealthy  commu- 
;d  entrances  and  discriminatoiy  rules  create  ex- 
laves. 

r  research  shows  that  the  nature  of  social  rela- 
I  different  places  can  influence  schoohng,  jobs,  and 
the  very  direction  that  people's  lives  take — as 
alent  and  initiative  do.  For  economists,  nailing 
'  effects  is  no  mean  feat — and  early  work  is  yield- 
ntative  conclusions.  "The  real  onus  on  economists 
take  the  notion  of  social  capital,  which  is  rather 


The  Ties 

That 
Lead  To 


PROSPERITY 


The  economic 

value  of 
social  bonds 
is  only 
beginning  to  be 
measured 


fiizzy,  and  tiy  to  describe  exactly  how  it  works  in  concrete  sit- 
uations," says  economist  George  A.  Akerlof  of  the  Brookings 
Institution  and  the  University  of  Califoniia  at  Berkeley. 

Some  economists  are  examining  "neighborhood  effects"  on 
poor  individuals.  Others  are  trying  to  establish  links  be- 
tween economic  performance  and  measures  of  social  capi- 
tal— such  as  siu'vey  results  on  how  much  tinst  people  have  in 
others  or  the  number  of  associations  to  which  people  be- 
long. These  proxies  for  social  capital  show  a  mixed  pictui'e  in 
the  U.  S.  (page  154). 

The  essential  qualities  of  social  capital,  as  opposed  to  phys- 
ical or  human  capital,  are  that  it  I'eflects  a 
community  or  group  and  that  it  impinges 
on  individuals  regardless  of  their  indepen- 
dent choices.  That  means  that  if  commu- 
nity leaders  toil  to  elevate  the  quality  of 
life,  reduce  crime,  and  improve  the  schools 
in  a  neighboi'hood,  all  ai'ea  residents  get  to 
enjoy  the  benefits.  Similarly,  the  choices  of 
individuals  may  be  constrained  by  the  so- 
cial strictures  of  a  gi"oup — pursuing  a  col- 
lege degi-ee  may  be  atypical  in  some  poor 
communities,  for  example. 
SENSE  OF  PLACE.  Reseai'chers  ai'e  showing 
the  ways  in  which  where  a  person  lives — 
especially  if  poor — has  an  influence  on  that 
person's  future  health 
and    welfare.  Ichiro 
Kawachi  and  Bruce  P. 
Kennedy  at  the  Har- 
vard School  of  Public 
Health  argue,  using 
data  for  39  states,  that 
lower  levels  of  social 
capital  are  linked  to 
higher  levels  of  income 
inequality,  poorer 
health,  and  higher  mortality  rates.  And 
Harvard  University  economists  David  M. 
Cutler  and  Edward  L.  Glaeser,  after  ana- 
lyzing 200  U.  S.  cities,  conclude  that  edu- 
cational attainment  and  earnings  levels 
are  worse  for-  r-esidents  of  more  segi'egat- 
ed  cities  than  for  those  of  less  segi-egated 
cities.  Reducing  segi'egation  by  about  13% 
would  wipe  out  one-thii'd  of  the  difference 
in  success  rates  between  whites  and 
African-Americans,  the  authors  say. 

The  most  compelling  proof  that  where 
you  live  affects  who  you  become  has 
emerged  from  studies  of  a  multiyear  pro- 
gi'am  in  Chicago  and  its  subiu'bs.  Since  the 
late  1970s,  more  than  6,000  Aiiican-Ameri- 
can  families  have  been  moved  out  of  Chicago  housing  proj- 
ects to  comply  with  a  1976  consent  decree  after  a  discrimina- 
tion suit.  The  Gautreaux  program,  named  after  plaintiff 
Dorothy  Gautreaux,  moved  families  randomly  within  a  six- 
county  region.  About  half  relocated  to  housing  in  mostly  white 
subiu'bs  of  Chicago,  wliile  the  rest  moved  within  the  city. 

Kids  in  the  suburban  locations  were  moi'e  likely  to  gi-adu- 
ate  from  high  school  than  kids  who  moved  within  the  city,  ac- 
cording to  James  E.  Rosenbaum,  a  sociologist  at  Northwest- 
ern University.  What's  more,  suburban  high  school  grads 
had  much  higher  college-attendance  rates,  while  parents  who 
moved  to  the  suburbs  were  far  likelier  to  have  jobs  than 
those  who  moved  within  Chicago.  What  made  the  differ- 
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•PERCENT  OF  RESPONDENTS  SAYING  THEY  TRUST  OTHERS  IN  RESPONSE  TO  QUESTION  "GENERALLY  SPEAKING,  WOULD  YOU  SAY 
THAT  MOST  PEOPLE  CAN  BE  TRUSTED  OR  THAT  YOU  CAN  T  BE  TOO  CAREFUL  IN  DEALING  WITH  PEOPLE'" 
DATA;  NATIONAL  OPINION  RESEARCH  CENTER,  UNIVERSITY  OF  CHICAGO 


ence?  Safety,  for  one: 
With  kids  safe  in  and 
around  their  schools 
and  neighborhoods, 
mothers  were  more 
likely  to  join  the  work- 
force. Meanwhile,  linl-cs 
to  school  organizations 
and  neighborhood  re- 
sources also  helped. 
The  lessons  of  the 
Gautreaux  program 
prompted  the  Housing 
&  Urban  Development 
Dept.  to  fund  a  five- 
yeai;  multi-city  progi'am 
called  Moving  to  Op- 
portunity. Early  results  affirm  that  the  safety  and  resources 
of  new  neighborhoods  improve  family  prospects. 

Obviously,  moving  is  not  an  option  for  most  poor  inner-city 
residents.  One  alternative:  Attempt  to  shore  up  social  capital 
in  places  where  it  has  eroded.  In  the  Bronx,  N.  Y.,  a  seven- 
year  effort  called  the  Comprehensive  Community  Revitaliza- 
tion  Project  (ccrp)  is  doing  just  that.  The  prugi-am  targeted 
five  neighborhoods  for  a  gTassroots  effort  that  focuses  on 
all  aspects  of  a  neighborhood — not  just  housing,  ccrp  en- 
compassed the  creation  of  health-care  facilities,  job  training 
and  refen-al  services,  school  improvement,  and  neighborhood 
beautification,  and  addressed  other  "quality  of  life"  issues 
such  as  community  pohcing.  About  300  new  jobs  were  creat- 
ed, new  child-cai'e  centei's  for  more  than  300  children  opened, 
and  one  local  school  now  houses  late  day,  evening,  and  week- 
end pr-ogi-ams  for  neighborhood  families.  Major  foundations  re- 
gard such  initiatives  as  the  wave  of  the  future  and  are  di- 
recting more  money  their  way. 

The  preponderance  of  studies  focusing  on  poor  neighbor- 
hoods may  appeal'  to  suggest  that  social  capital  is  more  im- 
poitant  in  poor  locales  than  in  prosperous  ones.  Tliat  s  not  nec- 
essarily the  case,  as  the  example  of  Lumezzane,  a  wealthy 
industrial  town  in  northem  Italy,  shows  (page  155). 
DIM  VIEW.  The  town  ty]3ifies  the  success  stories  set  forth  in  a 
gi-oundbreaking  1993  book  about  Italy,  Making  Democracy 
Work,  by  Harvard  political  scientist  Robeil  D.  Putnam.  That 
book  and  his  subsequent  woi'k  with  University  of  British  Co- 
lumbia economist  John  F.  Helliwell  showed  that  relatively 
high  levels  of  social  capital  in  northern  Italy  during  the 
1970s  and  1980s  were  associated  with  strong  economic  gi'owth 
and  effective  local  and  regional  institutions,  while  relatively 
lower  levels  in  southern  Italy  were  linked  to  weak  economic 
performance  and  political  institutions.  Putnam  has  since  ex- 
tended his  analysis  to  the  U.  S.  in  a  controversial  1995  article 
in  the  Journal  of  Democracy  entitled  "Bowhng  Alone:  Amer- 
ica's Dechning  Social  Capital."  In  it,  he  described  an  Ameri- 
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ca  of  individuals  dl 
clined  to  join  tracUtip 
associations. 

Other  research! 
too,  are  finding  thap 
cial  capital  is  a  con^pi 
with  global  apphcatjis. 
Some  are  lin|nL 
growth  rates  withr 
els  of  tnist,  much  a,p 
cial  scientist  Fr; 
Fukuyama  did  thrd 
historical  analysis  ii) 
1995  book  T>-ust.  . 
cently,  a  jjromising  jitU 
set  knowTi  as  the  Vtk 
Values  Index  was  jo), 
lected  by  an  international  consortiimi  of  polKng  gi'oups.  Oiivo! 
the  values  measured  is  the  extent  to  which  people  tinstjUi' 
ers.  Economists  are  now  using  those  results  to  corrcjWi 
gi'owth  and  tiust  systematically. 

TRUST  EDGE.  Stephen  Knack  of  American  University 
Pliilip  Keefer  of  the  World  Bank  foimd  in  a  recent  study 
countries  that  high  levels  of  tnist  in  the  Netherlands,  NoiliSiT 
and  Switzerland  were  associated  with  strong  economic  jBP 
fomiance  fi"om  1980  to  1992,  after  adjusting  for  differencl'ii 
other  variables,  such  as  education  levels.  More  significantliis 
centives  to  innovate  and  accumulate  capital  are  strongtsi 
countries  that  exhibit  high  trust,  because  business  can  m 
ate  with  a  high  degi-ee  of  confidence  about  the  futui'e.  Jjj 
Noi-way,  and  Switzerland  are  high-tiaist  nations  with  a 
level  of  investment  as  a  share  of  gi'oss  domestic  produci 

At  the  World  Bank,  reseai'chers  studying  how  to  propti 
economic  development  are  also  focusing  on  social  cajl 
Lant  Piitchett,  an  economist  at  the  baiilv,  and  World  Banj 
cial  scientist  Deepa  Narayan  recently  looked  for  factors 
distinguished  people  at  various  income  levels  in  Ta: 
They  found  that  families  active  in  gi'oups  such  as  cred 
cieties,  churches,  farmers'  organizations,  and  burial  socij 
were  better  off  than  famihes  who  were  not  joiners. 

Moreover,  the  researchers  found  that  the  whole  vi| 
was  better  off  if  such  associations  were  plentiftil.  They 
mated  that  if  just  one  person  in  every  two  households  j 
one  more  gi'oup,  average  incomes  in  the  entii'e  village  v.|i 
lise  20%  to  50%.  By  comparison,  an  additional  tkree  xc;  ^ 
schoohng  per  adult  would  raise  income  only  3%  to     1 . 

Economists  have  always  known  that  intangible  factdi': 
affect  gi'owth.  Stanford  Univei-sity  economist  and  Noix:'!  'i 
winner  Kenneth  Arrow  wi'ote  in  1972  that  "virtually  tBi 
commercial  transaction  has  within  itself  an  element  of  tiBt 
But  quantifying  social  capital  as  an  economic  varialiles 
challenge.  Massachusetts  Institute  of  Technology  et  oniii: 
and  Nobel  prize  winner  Robert  Solow  says  that  iMii 
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WHAT  IT  IS  The  web  of  social 
relationships  that  influences 
individual  behavior  and  thereby 
affects  econonriic  growth. 
mw  IT  WORKS  First,  through  the 
trustworthiness  and  obligations  of  indi- 
vicJuais.  Second,  through  information 
exchange.  Third,  through  community 
norms  of  behavior  and  sanctions. 


A  Primer  on  Social  Capital 

WHAT  IT  DOES  Allows  individuals 
to  work  productively  in  a  group. 
Social  capital  can  convey  important 
information  about  housing  and  edu- 
cational opportunities  and  job 
prospects.  It  can  help  people  band 
together  in  a  common  cause  to  res- 
cue a  school  or  neighborhood  or 
bootstrap  an  enterprise. 


WHAT  IT  CANT  DO  Replace 
financial  resources  and  technical 
knowhow,  or  compensate  for  bad 
government  policy. 
WHEN  SOCIAL  CAPITAL  IS  BAD| 
When  it  incorporates  prejudice  or 
encourages  criminal  behavior,  as 
does  the  social  capital  of,  say,  the| 
Ku  Klux  Klan  or  the  Mafia. 


154  BUSIHtS'c.  V.'rEK  /  DECEMBER  lb.  1997 


Some  celebrities  can't  play  golf  to  save  their  lives. 
Fortunately,  this  tournament's  about  saving  someone  else'S. 

How  many  opportunities  do  you  get  where  you  can  double  bogey  and  still  feel  good  about  yourself? 

At  the  Lexus  Challenge  Hosted  by  Raymond  Floyd,  money  will  be  raised  to  benefit  Childhelp  USA 
and  The  Entertainment  Industry  Foundation,  lor  the  prevention  and  treatment  of  child  abuse  and  neglect. 

So  even  if  our  players  don't  make  par.  they  can  still  make  a  difference. 
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The  National  Organizatioi 

Salute  Member^K 


provide  you 
with  a  competitive 
advantage.  We  are 
natural  problem- 
solvers  and 
innovative  in 
responding  to 
change.  Hire  us 
We're  good  for 
your  business." 


Jennifer  Sheehv 

MBA  Candidate 
Cjeorgetown  LIniversity 
(3.9  GPA) 


he  National  Organi- 
zation on  Disability 
(N.O.D.)  established 
the  CEO  Council  to 
recognize  America's  business 
leaders  for  their  support  of  peo- 
ple with  disabilities  in  the  work- 
Ibrce.  These  leaders  and  their 
companies  believe  that  a  person's 
ability,  not  disability,  is  what 
counts  in  doing  a  job. 

Through  their  annual  mem- 
bership contributions,  CEO 
Council  members  support  N.O.D's 
innovative  efforts  to  enable  people 
with  disabilities  to  participate  more 
fiiily  in  their  community  and  in  all 
asjiccts  of  life. 
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I'he  Riggs  National  Bank  of  Washington  DC. 

Joe  L.  Allbrillon 
Safeway  Inc.,  Steven  A.  Burd 
.Sea-Land  Ser\ice,  Inc.,  John  Clancey 
SERD/BTS,  Mercedese  M.  Miller 
Shaklee,  Charles  Orr 
SmithKline  Beecham,  Jan  Leschly 
Sony  Electronics  Inc.,  Carl  J.  Yankowski 
Sprint,  William  T.  Esrey 
State  Farm  Insurance  Companies, 

Edward  B.  Rusi.  Jr, 
Statistica  Inc.,  Jerry  L,  Ashworlh,  Sr, 
Steelcase  Inc.,  James  Hackett 
Sunrise  Medical  Inc.,  Richard  H,  Chandler 
Tambrands  Inc.,  Edward  T,  Fogarty 
Tribune  Broadcasting  Co.,  James  C,  Dowdle 
LLLICO,  Inc..  Robert  A,  Georgine 
UNI  M  Corporation,  James  F  Orr,  III 
United  Technologies,  George  David 
US  West,  Inc.,  Richard  D,  McCormick 
VF  Corporation,  Mackey  J,  McDonald 
W.R.  (;race  &  Co.,  Albert  J,  Costello 
Washington  (Jas  Light,  Patrick  J,  Mahcr 
The  Washington  Post  Company,  Donald  E,  Graham 
Wells  Rich  (ireene  BDDP,  Frank  Assumma 
Whirlpool  Corporation,  David  R,  Whilwam 
Wyse  Technology  Inc.,  Douglas  Chance 


NATIONAL 
ORGANIZATION  ON 

©D8ABILITY 


lomics 


neasure  tinst  are  promising.  But  he  argues  that 
ffect  have  yet  to  be  proved — that  is,  it's  possible 
leasures  of  social  capital  are  by-products  of  suc- 
nomies,  not  the  other  way  around.  Concludes 
not  yet  an  airtight  case." 

le.  But  as  more  and  moi-e  economists  focus  on  so- 
ics,  the  nature  of  the  interplay  between  social 
nomic  performance  will  become  clearer.  Today,  an 
id  probably  has  a  better  understanding  of  social 
most  academics.  It's  simple:  You  are  where  you 


live  and  who  you  know.  By  the  same  token,  a  job-seeker 
knows  the  value  of  networking.  And  an  executive  knows 
what  makes  a  smooth-nmning  operation:  teamwork  and  co- 
oper-ation.  But  in  the  economy  at  large,  it's  still  a  novel  notion 
that  social  relations  can  be  a  poweiful  economic  agent.  The 
ties  that  bind  families  and  communities  do  more  than  make 
people  feel  good — they  make  the  economy  go  'round.  Gradu- 
ally, a  factor  of  gi-owth  that  no  one  can  measure  in  dollars  is 
being  seen  to  have  great  value. 

By  Karen  Pennar  in  New  York 


A  TOWN  WHERE  COOPERATION  IS  KING 


),  after  30  years  of  hard 
in  his  family's  pipes- 
ttings  company  in 
me,  Italy,  Gianni  Pran- 
i  his  stake  in  the  com- 
1  retired.  Wealthy  at 
le  planned  to  race  sail- 
d  hunt.  Six  months  lat- 
jssed  and  uninterested 
;W  pastimes,  he  took 
his  fortune  and  pur- 
CM,  a  major  manufac- 
housewares  located  in 
s  town.  After  a  few 
f  intensive  work,  Pran- 
restored.  "My  Lumez- 
\  kicked  in,"  he  says, 
-k  instinct  simply  over- 
?  escapist  tendencies." 
3S  of  Lumezzane,  in  north- 
Lombardy,  often  trace  their 
mrk  ethic  to  reUgion  or 
;ut  behind  the  bustle  of  this 
imy  town,  with  houses 
atop  workshops  and  facto- 
ged  between  churches  and 
lies  another  factor:  a  power- 
ork  of  ties  among  family, 
and  colleagues. 
NAGEMENT.  Strong  social 
Harvard  University  political 
Robert  D.  Putnam  ai'gued 
udies  of  Italy,  helps  a  local 
'  thrive — as  Lumezzane's  has 
lone.  Today,  this  town  of 
1  the  world  leader  in  silver- 
ucet,  and  valve  production, 
re  than  2,000  companies 
turing  these  items.  Resi- 
>ast  one  of  the  highest  per 
icomes  in  Italy, 
gers  and  workers  at  Lumez- 
arious  companies  collaborate 
that  make  Lumezzane  re- 
5ne  giant  enterprise.  Most 
es  have  20  or  fewer  employ- 
each  worker  is  a  speciahst. 
ilverware  business,  for  in- 
:he  rebbista  shapes  fork 


PRANDELLI:  Sailing  just  wasn't  as  fun  as  business 


tines,  the  costista  sculpts  the  edges, 
and  the  lucidatore  pohshes.  The  net- 
work of  craftspeople  provides  a 
reservoir  of  skilled  labor  fi'om  which 
to  draw.  When  the  pasta  maker  Bar- 
illa decided  to  give  away  silverware 
with  its  noodles  a  few  years  ago,  the 
large  order  was  filled  by  three  local 
companies  that  divided  the  work. 

Cooperation  is  taken  to  surprising 
extremes.  When  a  local  concern  runs 
into  financial  trouble,  a  fluny  of 
phone  calls  soon  yields  a  gi'oup  of 
six  to  eight  unofficial  "trustees"  who 
steer  the  company  to  safety. 
Ti-ustees  are  often  direct  competitors 
of  the  aihng  business,  wilhng  to  con- 
tiibute  money  and  ease  competition 
to  rescue  their  rival.  They  know  im- 
plicitly that  others  would  do  the 
same  for  them.  Thanks  to  this  prac- 
tice, locals  aver,  there  has  never 
been  a  bankruptcy  in  Lumezzane. 

The  towTi's  tight  industrial  weave 
is  evident  after  working  hours,  too. 
Workmen  and  bosses  play  cards  to- 
gether in  the  same  cafes  and  ad- 
dress each  other  with  the  informal 
"tu."  Somah,  Pakistani,  and  other 
foreign  workers  receive  extensive 


help  with  housing  and  job 
placement.  As  Putnam's  theo- 
ry of  social  capital  predicts, 
involvement  in  city  govem- 
ment  is  also  high,  with  voter 
turnout  in  local  elections  at 
about  90%.  But  turnout  for 
regional  and  national  elec- 
tions is  lower. 
ONE-UPMANSHIP.  ReUgion, 
more  than  poUtics,  is  a  strong 
unifying  force — as  well  as  the 
pretext  for  business  and  so- 
cial activities.  Says  Don 
Turla,  one  local  parish  priest: 
"At  w^eddings,  feast  days,  or 
funerals,  after  10  minutes, 
every  conversation  turns  to 
business."  The  towm  has  no 
fewer  than  seven  parishes,  each  of 
which  launches  projects  that  fre- 
quently become  elaborate  games  of 
one-upmanship.  When  one  parish 
funded  a  nursery  school  some  years 
ago,  others  quickly  followed  suit. 
(Some  of  the  schools  have  since  been 
converted  into  vocational  training 
centers.) 

All  is  not  sweetness  and  Ught. 
Every  industrialist  complains  of  un- 
fair business  practices  by  competi- 
tors, and  many  are  locked  in  bitter 
law'suits  (though  disputes  are  set 
aside  when  bankruptcy  threatens). 

Nevertheless,  people  are  fiercely 
loyal  to  Lumezzane.  They  don't  sell 
their  businesses  to  outsiders,  and 
they  endure  skyrocketing  housing 
costs,  even  though  they  could  do 
better  in  nearby  Brescia.  Above  all, 
the  people  of  Lumezzane  appear  to 
live  to  work,  not  the  other  way 
around.  For  Gianni  Prandelli  and  his 
neighbors,  the  strong  social  ties  that 
exist  among  family,  fiiends,  and  com- 
petitors make  that  work  ethic  pay 
off  handsomely. 

By  Tom  Mueller  in  Lumezzane, 
Italy 


Personal  Business 


EDITED  BY  AMY  DUNKIN  

ADVENTURES  IN 
REFINANCING 
MY  HOUSE 


Seeing  as  how  I  lost 
$50,000  on  my  first 
home,  no  one  mistakes 
me  for  Donald  Ti'ump.  But 
I'm  still  looking  for  ways  to 
exact  my  revenge  on  the 
housing  market.  So  the  re- 
cent plunge  in  long-temi  in- 
terest rates  got  me  wonder- 
ing: How  might  I  exploit  the 
trend? 

There  are  a  lot  of  people 
who,  like  me,  are  interested 
in  the  prospect  of  cutting 
their  mort- 
gage rate. 
Ti'ouble  is, 
there  ai'e  countless  new  \viin- 
kles  in  refinancing.  "Tlie  mar- 
ketplace has  gotten  very, 
veiy  complicated,"  says  Keith 
Gumbinger,  vice-president  of 
HSH  Associates,  a  Butler 
(N.J.)  mortgage  adviser.  Be- 
sides adjustable-rate  mort- 
gages, there  are  15-  and  10- 
year  fixed-rate  loans;  "reset" 
loans,  on  which  the  rate  is 
adjusted  after,  say,  seven 
years;  and  "no-cost"  loans, 
which  hike  your  rate  a  tad 
so  that  you  spend  next  to  no 
cash  up  front.  A  variant  is 
the  "negative-point"  mort- 
gage, where  a  lender  gives 
.,  i)u  a  I'ebate  on  some  closing 
ccsts -  in  return  for  a  rate 
thi\t'<  liigher  still. 
BLOW  ev  BLOW.  What's  right 
for  you.  licjicnds  on  a  slew  of 
factors.  iVnnng  them  are  how 
!f>ng  you  in  ■■nd  to  keep  the 

■  how  higl:  your  tax  rate 
•  v'-  what  you  might  be 
.'■  •  e.H'n  by  investing 
wi;  -  -m  would  have  to 
spe.'.  '-losing  costs  and 
point  ■■.  ])oint,  a  fee  that 
the  lei.  r-  eollects,  is  K  of 
the  ioa    i  -;ount.) 


MORTGAGES 


To  sort  some 
of  this  out,  I  de- 
cided to  act  as 
my    own  mort- 
gage broker.  The 
challenge  was  to 
refinance  my  30- 
year,  8.13%  fixed-rate 
loan  at  the  lowest  possible 
cost.  Here's  a  record  of  my 
adventures: 

Day  One,  9:58  a.m.:  I  reach 
Larry,  the  mortgage  guy  at 
the  bank  handling  my  cur- 
rent loan.  He 
quotes  me 
7.5%  with  no 
points  for  a  30-year  loan.  On 
a  loan  like  mine,  that's  a 
monthly  saving  of  about  $50. 
I  tell  Lany  that  I  had  hoped 
for  better.  He  starts  riffmg 
on  the  Federal  Reserve,  Alan 
Greenspan,  and  the  yield 
curve.  I'm  about  to  hang  up 
when  Larry  recalls:  "I  have 
seen  7k;  on  one  rate  sheet." 
Really?  "That's  doable."  He'll 
fax  a  "good-faith  estimate"  of 
terms  and  closing  costs. 

11:25  a.m.:  I  tiy  unsuccess- 
fully to  reach  Jeannie,  my 
credit-union  mortgage  officer. 


11:30  a.m. 
Larry's  fax  arrives. 
He  estimates  closing  costs  of 
$1,475— and,  for  a  30-year 
loan,  a  7.5%  rate,  not  the 
7.25%  he  mentioned.  It  may 
be  that  the  rates  haven't  fall- 
en enough  to  make  refinanc- 
ing at  30  years  worthwhile. 
But  Larry  also  quotes  me 
7.13%  for  a  15-yeai'  loan,  rais- 
ing a  ft-esh  question:  What  if 
I  refinance  at  15  vears  in- 
stead of  30? 

11:31  a.m.:  I  fire  up  my 
computer's  personal-finance 
progi'am,  which  has  a  built-in 
calculator  to  solve  just  such 
problems.  It  tells  me  that  if  I 


lay  out 
month  extra  to  pay  o: 
mortgage  in  15  yeai-s,  thd 
savings  will  be  huge — $1 
11:46  a.m.:  Intent  o 
ing  the  best  15-year  : 
recall  that  a  New  York] 
has  a  mortgage  office 
by.  Bob,  the  bi'anch  mai 
quotes  me  7.25%  for 
year,  no-points  loan, 
one-eighth  of  a  percei 
point   more   than  L 
7.13%.  Yet  Bob  is  se 
"7K  sounds  out  of  th 
park,"  he  says.  But  thd 
ing  costs  aren't  bad:  $ 
Day  Two,  10  a.m 


mi 


Where  to  Go  for  Help  on  the  Web 


SITE 


FEDERAL  HOME 
LOAN  MORTGAGE 


HSH  ASSOCIATES 


INTERNET  ADDRESS  (HUP://) 


www.freddiemac.com 


www.hsh.com 


QUICKEN  MORTGAGE 


SMARTCALC 


mortgage.quicken.com 


www.smartcalc.com 


WHAT  TO  LOOK  FOR 


National  and  regional  averages 
for  mortgage  rates  and  fees 


A  guidebook  to  refinancing  and  t| 
going  rates  for  closing  costs      ^  •-.  iiijjj 


Daily  average  mortgage  rates  by  »  ;  . 


Interactive  calculators  to  help  yij 
decide  when  to  refinance 
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inie  at  the  credit 
rate,  7.5%,  no 
j  years,  is  worse 
3ms  unconcemed 
my  business,  so 
ir  a  little  insight 
costs.  How  does 
,500  sound?  "Ex- 
Jeannie  says, 
think  they  just 
lied  you." 
nates  $1,800  to 
ding  a  bunch  of 
such  as  the  "tax 
($75  for  sending 
^nt  to  the  state). 
Hkely  to  get  my 
From  the  bank 
Uing  my  cuirent 
e  tells  me — since 
olds  much  of  the 
"All  they  need  is 
loan  application," 
id  they  should  be 
with  it."  (When  I 
with  Gumbinger 
ssociates,  he 
ing  that  if  you 
y  payments,  the 
rim  appraisal  or 

.:  I  head  for  the 
lere  many  lenders 
By  searching  for 
refinance,"  I  find 
;es,  including  one 
'  in  Orlando,  not 


How  Much  You  Can  Save 


TYPE  OF 
MORTGAGE 


INTEREST  FEES  AND  RATE  THREE  ANNUAL  SAVING  ON 
RATE*      POINTS     YEARS  AGO"  A  $200,000  LOAN*** 


3&-YEAR  FIXED-RATE  7.18%    1.7%  9.17% 


$3,348 


15-YEAR  FIXED-RATE  6.73%  1.7% 


..67% 


$2,652 

*As  of  Nov.  30, 1994 


'National  averages,  week  ended  Nov.  20, 1997 
***Principal  and  interest,  pretax 

DATA.  FEDERAL  HOME  LOAN  MORTGAGE  CORP 


far  from  my  Florida  home. 
Its  15-year  rate:  7%,  no 
points.  I  send  an  E-mail  mes- 
sage asking  for  closing  costs. 

11:11  a.m.:  Elsewhere  on 
the  Web,  1  seek  facts  and  ad- 
vice. There's  plenty  (table), 
including  a  section  of  hsh's 
site  vdth  a  detailed  national 
siu'vey  of  closing  costs.  With 
that,  I  feel  confident  I  won't 
get  ripped  off.  I  also  find  my 
way  to  the  Manhattan  Mort- 
gage Co.'s  page,  which  shows 
how  the  metro  New  York 
market  is  faring,  with  its  pe- 
culiarities of  many  coopera- 
tive apartments  and  jumbo 
($214,600-plus)  mortgages. 
No-point,  30-year  jumbos  re- 
cently were  going  for  7.63%, 
a  quarter-point  over  the 
7.38%  rate  for  smaller  30- 
year  mortgages.  For  15-year 
jumbos:  7%  with  no  points, 
same  as  for  the  smaller  loans. 


Day  Tliree,  11:51  a.m.:  The 
Orlando  lender  faxes  me  an 
e.stimate  of  closing  costs  on 
the  7%',  no-point  loan  that 
looked  so  enticing  on  the  In- 
ternet. They  come  to  $2,071, 
or  $596  more  than  Larry's. 
That's  equivalent  to  adding 
three-sixteenths  of  a  point  to 
the  interest  rate — making  it 
7.19%,  about  halfway  between 
Larry  and  Bob. 

1  p.m.:  I  need  quotes  spe- 
cific to  my  situation,  plus  a 
powerful  calculator  to  cnmch 
the  many  pennutations.  I  go 
back  on  the  Internet  and  find 
Quicken's  fi"ee  site  devoted  to 
mortgages.  After  1  fill  out  a 
password-protected  question- 
naire to  guard  my  confiden- 
tiahty,  QuickenMortgage  sur- 
veys sLx  participating  national 
lenders — including  Chase 
Manhattan  and  Countiywide 
Home  Loans — for  loans  tai- 


lored to  my  needs.  The  site 
is  maddeningly  slow.  But  I 
get  eight  quotes,  including 
6.25%  on  a  15-year  loan 
(with  three  points)  from 
a  unit  of  Principal  Fi- 
nancial Group  in  Des 
Moines. 

3:02  p.m.:  Ron  In- 
sana,  cnbc's  early- 
afternoon  host,  is 
excited.  The  30- 
year  Ti'easury 
bond  yield  has  sunk 
to  6.03%.,  the  lowest 
level  this  year.  I 
dial  Principal  but 
hang  up  before  the 
call  connects,  won- 
dering if  paying 
three  points  is  stu- 
pid. I  still  need  to 
figure  out  what  the 
tax  implications  are 
and  how  much  I 
lose  by  spending  in- 
stead of  investing 
my  cash.  For  exam- 
I  would  generally 
have  to  amortize  points  on  a 
refinancing  over  the  life  of 
the  loan.  (1  could  deduct  part 
of  the  points  immediately  if  1 
used  some  of  the  proceeds  for 
home  improvement.) 

3:04  p.m.:  Online  again,  I 
begin  a  search  that  eventual- 
ly takes  me  to  SmartCalc  Fi- 
nancial Calculators.  Another 
free  site,  it  boasts  107  inter- 
active calculators  that  answer 
queries  on  home  finance,  auto 
loans,  investing,  and  more. 

6  p.m.:  After  working 
through  several  possibilities 
with  SmartCalc's  "Which 
Loan  Is  Better?"  and  "Am  I 
Better  Off  Refinancing'?" 
worksheets,  I  find  an  answer, 
in  bright  red  on  my  computer 
screen.  1  can  save  as  much 
as  $12,103  (after  adjusting  for 
estimated  future  inflation)  in 
today's  dollars  by  refinancing 
for  15  years  at  6.25%.  with 
three  points. 

Day  Four,  9:54  a.m.:  1  call 
Larry  at  my  bank  and  tell 
him  about  the  6.25%  loan.  "I 
don't  know  how  they're  do- 
ing it,"  he  says,  noting  that 
his  rule  of  thumb  is  one  point 
up  front  takes  one-eighth 
point  off  the  interest  I'ate.  He 
agrees  to  recheck. 

10:15  a.m.:  1  call  Principal 
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and  ask  for  an  application  for 
a  loan. 

10:19  a.m.:  Phone  rings. 
"Hi.  It's  Lany.  I  was  wrong." 
He  tells  me  that  an  extra 
point  up  front  will  cut  my 
loan  rate  one-quarter  of  a 
percentage  point. 

11:02  a.m.:  A  Piincipal  rep- 
resentative calls  and  tells  me 


it  charges  a  $400  origination 
fee.  With  other  closing  costs, 
its  loan  is  actually  about  the 
same  price  as  LaiTy's. 

11:30  a.m.:  I've  got  some 
good  quotes — 6.25%,  three 
points,  or  7.13%,  no  points — 
both  below  what  mortgage 
brokers  have  offered  me.  I 
resolve  to  use  Principal's 


quote  to  hammer  Larry  on 
closing  costs.  SmartCalc's 
worksheet  tells  me  that  if  I 
keep  a  15-year  mortgage  for 
10  yeai's,  the  tkree-point  loan 
would  save  me  $7,292,  vs. 
$5,967  with  no  points.  But  if  I 
hold  it  five  years,  the  no- 
point  loan  would  win,  $2,085 
to  $1,889. 


My  wife  and  I  are  stiii 
bating  which  loan  we  sli 
choose.  We  may  even  d| 
to  wait  and  see  whff 
rates  move  any  lower.  Vj 
ever  the  case,  we  coulf 
on  our  way  toward  se 
thousands — and  getting  ; 
thing  back  from  the  hoi 
market.         Robert  bH 


SMART  MONEY 


MORTGAGE  INVESTORS: 
HAUNTED  BY  RATE  SHOCK 


Mve,  me 
IS  de- 
le 


Falling  interest 
rates  have  sent 
home  refinancings 
to  their  fastest  pace 

since  February,  1996.  And 
that  could  spell  bad  news  if 
you're  an  investor  in  mort- 
gage-backed bond  or  mutu- 
al funds. 

Most  home  mortgages  are 
bundled  together  and  sold  to 
investors  looking  for  steady 
income.  But  when  refinanc- 
ings soar,  many  mortgages 
get  paid  off  early.  That 
means  you  or  youi- 
mortgage-backed  fund 
could  be  getting  your  prin- 
cipal back  a  lot  sooner  than 
you  expected — at  a  time 
when  options  to  reinvest  in 
higher-yielding  mortgage- 
backeds  are  scarce.  -^T^At 
Indeed,  that's  what  ^>CliiTi 
happened  in  1993, 
when  bond  yields  plummet- 
ed, refis  soared,  and  in- 
vestors in  moitgage-backed 
securities  got  left  behind. 

When  the  bond  market  is 
stable,  only  6%  to  7%  of 
outstanding  mortgages  are 
paid  off  early.  But  prepay- 
ments now  run  at  a  15% 
rate.  Dan  Dektar,  bond  fund 
managei-  for  Smith  Breeden 
Associates,  thinks  they  could 
soon  return  to  their  1993 
rate  of  40%.  If  long-term 
lYeasury  bond  yields  fall 
only  50  basis  points  from  to- 
day's 6.1%,  "we  will  see 
■vome  very  fast  prepayment 
speeds,"  he  says.  "We're 


looking  down  a  gun  barrel." 

Whether  you  should  get 
out  of  mortgaged-backed 
funds  now  depends  on  your 
objective.  For  the  year  end- 
ed Oct.  31,  mortgage  funds 
outperfoiTned  intermediate- 
term  Treasury  funds,  re- 
turning 8.1%/vs.  6.8%.  But 
they  tend  to  lag  Treasuries 
during  periods  of  raging  re- 
financings. That's  what  hap- 
pened in  October,  when 
mortgage  funds  returned 


1.05%,  vs.  1.35%  for  inter-      risk.  Paul  D.  Kaplan,  maj*« 
mediate-term  Treasury 
funds.  So  if  you  depend  on 
income  from  mortgage  in- 
vestments to  meet  day-to- 
day needs,  now  may  be  a 
good  time  to  exit. 

And  if  you're  looking  for 
bargains,  now  probably  isn't 
a  good  time  to  buy  mort- 
gage-backed funds,  either. 
"At  this  point  in  the  inter- 
est-rate cycle,  it's  better  to 
buy  a  more  diversified  bond 
fund,"  recommends  Bill 
Powers,  a  managing  director 
at  Pacific  Investment  Man- 
agement Co.  PlMCO  has  re- 
duced its  mortgage-backed 
investments  from  $50  billion 
to  $35  billion. 

But  if  mortgages  form 
part  of  a  long-term  diversifi- 
cation plan,  and  you  don't 
need  the  extra  yield,  you 
may  want  to  stay  the 
course.  Many  managers 
have  already  moved  into 
older  mortgages  or  lower- 
coupon  bonds  that  are  less 
sensitive  to  prepayment 


Protecting 


Your  Mortgage  Assets 

Managers  of  mortgage-backed  funds  employ  several 
strategies  to  protect  investors  against  an  accelerating 
prepayment  pace  resulting  from  low  interest  rates. 


TRADING  out  of  higher- 
coupon  mortgages  that  have 
fast  prepayment  rates  and 
buying  lower-coupon  mort- 
gages that  probably  won't  be 
paid  off  as  early. 

INVESTING  in  defensive 
parts  of  coUaterized  mort- 
gage bonds  that  have  some 
prepayment  protection. 


BUYING  older,  seasoned 
mortgages  that  have  already 
been  through  one  or  more 
refinancing  cycles.  These 
tend  to  be  prepaid  at  a  slow- 
er rate  than  newer  ones. 


PURCHASING  Fannie  Mae 
securities  that  charge  a 
penalty  to  borrowers  who 
want  to  prepay. 


DATA:  BUSINESS  WEEK 


er  of  tne  $8.5  bilhon  Van 
guard  GNMA  Fund,  has  k 
his  8%  Fannie  Mae  mort 
gage-backeds  that  date 
1993.  These  are  made  up 
mortgages  that  are  "sea 
soned,"  which  means  th 
were  taken  out  by  homi 
owners  who  had  a  chanc 
refinance  in  1993  and  did 
The  chances  of  them  refi 
nancing  now  are  slim,  de 
spite  falling  interest  rat< 
DEFENSIVE  ACTION.  Som 
managers  are  trading  ou 
higher-coupon  mortgage 
that  are  seeing  lots  of  pi 
payment  activity  and  bu, 
lower-yielding  securities, 
ter  Van  Dyke,  manager 
Rowe  Price  gnma  funds,- 
shifted  about  90%-  of  the 
$2.3  billion  he  manages  i 
5.75%  and  6%  mortgage- 
backeds.  If  rates  head  hi 
er,  the  value  of  his  mort- 
gage-backed debt  vdll  fa  (ritan^ie. 
Dektar  defends  his  asset 
by  buying  sections  of  c6] 
terized  mortgage  obligat 
known  as  plan  amortizat 
class  bonds.  They  have  s 
built-in  protection  agains 
prepayment  and  provide 
more  stable  cash  flow  th 
the  underlying  mortgage  Sal 

Although  managers  hi 
plenty  of  prepayment  so 
narios,  what's  important 
whether  they  invest  aco  tutrm^ji 
ingly,  says  Morningstar's 
nior  fixed-income  analysi 
Mark  Wright.  Earlier  in 
1990s,  many  ignored  the 
models  and  paid  dearly, 
you  should  ask  what's  g( 
on  with  youi'  fimd  and  v 
kind  of  exposure  it  has 
different  markets.  If  yot 
haven't,  now  is  a  good  t 
to  do  it.  Toddi  Oi 


158  -^':;.!IMESS  '.VitK/  DECEMBER  15.  1997 


ca 

fienyoa 
I 

i:  new  S 
alt  not  \s 


n,  Ky.,  ( 

.tor- 
;i-selliiig 
Cam. 
BE  Toy. 
ii  shot  at 
iiiivaii 
ad  tfe  I 
teas  if 
wryttiiij 
"'  so  bj 
featijTf 


second 
itke 

h 


wilof. 

iided 
'o'ors 
f  Die, 
the 
seats. 


earlier 
md-ip 
ad  bent 

to  rear. 


raeba.!e 


LLY,  TOYOTA  GETS 
MVAN  RIGHT 


door,  starts  at  $21,140;  the 
mid-range  le  version  I  drove 
goes  for  just  under  $24,000, 
including  air  conditioning  and 
the  driver's-side  sliding  door. 
Toyota  expects  this  will  be 
its  best-seller.  The  model 
comes  standard  with  tinted 
privacy  glass, 
power  windows 
and  door  locks,  and  a  second 
set  of  air  conditioning  con- 
trols for  rear-seat  passengers. 
Second-row  captain's  chairs, 
instead  of  bench  seats,  cost 
$650  extra. 

While    there's  nothing 


)  is  an  Amer- 
inivan.  You 
by  the  num- 
upholders — 

ing  16  in  the  ver- 
/e,  including  two 
!  de- 
landle 

lottles.  Eight  of 
igh,  can  only  be 
len  you  fold  down 
I-  and  third-row 
which  function  as 

new  Sienna  mini- 
t  not  by  a  U.  S. 
er,    but  by 
'oyota,  in 
1,  Ky.,  on  • 
produc- 
;  Amer- 
•selling 
Camry. 
is  Toy- 
shot  at 
inivan 
d  this 
cs  as  if 
erything 
id  so  by 
e  features 
ican-de- 

vans.  It  ON  TARGET 
rTn  the  Sienna  apes  the  features  ol  Big 
de,  just  Three  minivans,  from  a  driver's  side 
rysler's.  sliding  door  to  a  slew  of  cnpholders 

will  of- 


seatbelt  pretensioners,  which 
automatically  tighten  the 
belts  in  a  crash.  The  btmipers 
will  withstand  a  5  mph  im- 
pact. All  the  seats  have  head- 
rests, and  an  optional  inte- 
gi-ated  child  safety  seat  will 
be  available  come  spring.  The 
company  has  even  added  a 
low-tire-pressure  warning 
light  on  the  instrument  panel, 
made  possible  by  the  wheel- 
speed  sensors  of  the  antilock 
braking  system. 

The  Sienna  rides  on  a 


Dnal  ($375)  motor- 
ger-side  door,  just 
al  Motors'.  Other 
iclude  mesh  stor- 
s  on  the  sides  of 
eats. 

>ETAILS.  More  im- 
the  walk-through 
1  earlier  Toyota 
1  mid-ship  engine 
island  between  the 
blocking  access 
to  rear.  And  the 
pricey.  The  styl- 
-Japan  Previa  that 
places  started  at 
id  topped  out  at 
s.  The  base-model 
th  a  single  sliding 


gi'oundbreaking  here,  Toyota 
has  put  all  the  usual  bits  to- 
gether in  a  satisfying  way. 
The  controls  are  clearly  visi- 
ble and  right  where  you'd  ex- 
pect to  find  them.  There's  a 
Uttle  overhead  storage  com- 
partment for  stowing  sun- 
glasses or  a  garage  door 
opener,  and  most  models  have 
a  pull-out  storage  drawer  be- 
neath the  front  passenger 
seat.  The  seats,  meanwhile, 
are  comfy,  and  the  front  ones 
are  height-adjustable,  a  nice 
touch. 

Toyota  hasn't  stinted  on 
safety,  either.  Antilock  brakes 
are  standard,  as  are  front 


trcti-liril  mod- 
ified Camry  platfurni,  and 
shares  the  Camry's  four- 
speed  automatic  transmission 
and  194  horsepower  V-6  en- 
gine, the  most  powerful  stan- 
dard engine  in  the  minivan 
category.  The  ride  is  solid, 
with  power  to  spare  for  ac- 
celeration and  passing  lanes. 


You  get  a  sedan-like  ride 
from  the  soft  suspension,  but 
the  Sienna  can  handle  quick 
turns  without  the  sensation 
that  it's  about  to  tip  over. 

If  there's  a  quibble,  it's 
size.  The  Sienna  is  midway 
between  the  short  and  long 
versions  of  Chrysler's  popular 
Caravans,  with  the  cargo 
space  of  the  short  one. 
There's  not  a  lot  of  room  be- 
hind the  third  row — maybe 
enough  for  eight  or  10  paper 
grocery  bags. 

FLEXIBILITY.  Any 
combination  of  the 
real'  passenger  seats 
can  be  removed,  in- 
cluding the  third- 
row  bench,  which  is 
thoughtfully  split  in 
half.  Still,  eacli  seat 

J or  section  weighs  a 
bit  over  50  pounds. 
As   a   result,  re- 
aiTanging  the  furni- 
ture isn't  going  to  be  some- 
thing you  would  want  to  do 
on  a  daily  basis.  But  at 
least  the  flexibility 
gives  you  the  option 
uf  carrying  passen- 
gers or  cargo. 

Toyota  is  in- 
troducing the 
Sienna  into  a 
saturated  market: 
[inivan  sales  have 
flattened  as  baby 
boomers  opt  for  sport- 
utility  vehicles.  But  don't  ex- 
pect Toyota  to  offer  dis- 
counts right  away.  It  only 
plans  to  make  70,000  Sien- 
nas in  the  first  year.  Still, 
that's  a  start  at  replacing 
all  the  Dodge  Caravans 
parked  in  driveways  next 
to  diehard  Toyota  owners' 
Camrys.    Larry  Armstrong 


WORTH  NOTING 


■  HIDEBOUND.  Want  a  gift  for  someone  who  always  has 
an  eye  on  the  market?  John  Wiley  &  Sons  has  published 
leatlier-bound  editions  of  two  classics:  Reminiscences  of 
a  Stock  Operator  by  Edwin  Lefevre  and  Common 
Stocks  and  Uncommoyi  Profits  by  Philip  A.  Fisher.  Only 
1,500  copies  of  each  special  edition  are  available,  at  $100 
apiece.  First  published  in  1923,  Reminiscences  is  a  299- 
page  fictionalized  bio  of  high-flying  speculator  Jesse 
Livermore.  In  the  182-page  Common  Stocks,  first  pub- 
lished in  1958,  Fisher,  a  pioneer  of  modern  investment 
theory,  tells  how  to  identify  long-term  growth  stocks. 
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FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464  0512  OR  WRITE: 


BusinessWeek 


it  A  R  K  E  T  P  L  A  0  E 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  20 
CHICAGO.  IL  6061  1 


Business  Opportunities 


$350K+++  Annual  Profit 

Potential  From  Home 
from  less  than  StOK  start  up! 


•  $75K  possible  first  few  months 

•  Nominal  overtiead 

•  Exciting  breaklfirougti  products 

•  24  hour  support  system 

•  No  employees  ♦  No  inventory 

•  No  selling  experience  required 

•  Flexible  hours 

•  Ponable-operate  anywhere  you 
have  tax  and  phone 

Financial  freedom  can  be  yours  in 
90  daysl  Find  out  more  today 

1-800-432-0018,  Ext.  5252 

Fax  207-767-1103 

FREEDOM  ASSOCIATES 


CONSULTANTS 


International  firm  expanding  in 
US  needs  independent  consultants 
to  represent  our  company.  We 
offer  some  of  the  finest  Training 
and  Development  processes 
available  today.  Very  high  income 
potential.  Extensive  training  and 
support.  Management,  marketing, 
or  consulting  experience  helpful. 
Send  resume  or  brief  personal 
history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB127 

31  Hickory  Road 
Mohnton,  PA  19540 
(800)  799-6227,  Ext.  12 
FAX:  (610)  775-9686 


PcMerful  lncome!$ 


Ambitious  Entrepreneurs 
Wanted  for  Proven  Business 
Powerful  Training  &  Support 

1/800-518-7296 


MADE  OVER  $1,000,000 
LAST  YEAR... 


-  .in  a  zero  stress,  relaxed,  ideal 
lifestyle,  simple,  home-based  business' 
Now  I  want  to  teach  2  highly 
motivated  persons  in  your  area  my 
turn-key  system  Call  my 


24  Hr.  Hotline  800-367-3881 


Turn  Human  Resources 
into  Resourceful  Humans 

Prestigious  Home-Based  Business 

•  Proven  turn-key  system 

•  Financially  impressive 

•  Comprehensive  training  & 
ongoing  support 

•  Not  MLM 

•  99%  customer  satisfaction 

Call  (800)  745-0670 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  Leasesi^om  $1,000 to 
$10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

The  Loan  Consultants,  Inc.  . 


Real  Estate 


Snwot/i  Saiiing  -flfwad 

CALL  FOR  A  FREE  BOOKLET: 
HOW  TO  BUY  YOUR  HOME  IN  FLORIDA 

What  to  look  for— What  to  look  out  for. . . 

PRINGLE  DEVELOPMENT 
1  "800-533-5940 


http://www.pringle.com 

VOID  VVHERE  PROHIBi  ED 


Business  Services 


INCORPORATE 
BY  PHONE!  'S 


For  as  little  as  $39  plus  state  fees 
we  will  form  your  Corporation  or  LLC 
in  any  state.  Last  year  our  compa- 
nies incorporated  over  100,000 
businesses.  We  specialize  in 
assisting  first-time  incorporators. 

In  as  little  as  5  minutes  over 
the  phone  we'll  take  your  order  and 
in  most  states  you  will  be  incorpo- 
rated in  just  24-48  hours.  No  forms 
to  fill  out,  we  do  all  the  work! 

Call  now  to  set  up  your  company 
or  get  our  free  guide  to  incorpo- 
rating today! 

800-877-4224 

302-998-0598  •  FAX  302-998  7078 
www,corporate.com  •  CompuServe:  GO  INC 
Email:  in(o@corporate.com 

CORPORATE  AGENTS,  INC. 

Since  1899 


we  iiKorponiTe  evcryiNNiy« 


INCORPORRTE 


FREE  Information 

All  U.S.  States  and  Offshore 

Attorney  owned  and  operated 


1-800-672-9110 

www.coipcreations.coni 


TRRDEMRRK 


r4XFf?£E  NEVADA 


You  have  undoubtedly  already  learned  of  the 
great  benefits  of  incorporating  in  Nevada  Nov^ 
learn  about  our  low-cost  incorporation  and 
valuable  support  services  for  small  busi- 
nesses. Wyoming  and  offshore  services  too. 
FREE  INFORMATION.  CALL  TODAY! 


Carson  Registered  Agents,  Inc. 
TOLL  FREE  (888)  330-4020 
www.inc-artierica.com 


Franchising 


Franchise 

your  business! 

Call  tor  Inlormation  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

Francorp^ 

Specialists  In  Fianchlae  Development  BW 

1-aOO-FRANCHISE  (1  800-372-6244)^ 


Education/lnstructi 


EARN   M  g  A 
WITH  THE  FIRST  UNIVE 
TO  BE  AWARDED  ISO 

Bachelor,  Master,  Doct 


■  'r   FREE- Business  Libr; 

.    12  Volume  CD  Reference  Li   I  l-MO-i 


*  *  Executive  Certifica: 

•  Total  Quality  Managemeni 

•  Environmental  Manageme: 

•  International  Tracie  &  Con 

Newport  Universit 

20101  S  W  Birch,  Suite 
Newport  Beach,  CA  926 
http://www.newport.e 
E-Mail:  admission$@newpc  ^ 
714-757-1155  •  800-345 


AirNfl 


Education/lnstructfS°'m 


MBA  BY  Distance 

Maior  British  university  otters  accreditedl 
Bactielor's  or  GMAT  needed  Ctiosen  by 
Intelligence  Unit  as  one  ot  world's  best  MBA 

HERIOT-WATT  UNIVERSITY  I  (800)  M 
North  American  Distributor  I  j'*  Ask  f( 
69:"'l  Stockton  Si.  Suite  2,  El  Territo,  Ct 
For  Immediate  FaxBack  literature:  fr 
fax  mactiine's  phone,  call  (510)  486 


University  De 


Approved  Self  Paced  Horrn 
Associate  Bachelors  Masters 

Emphasis  in.  Business  Admin  Publ 
Health  Care  Admin.  Human  Re 
Finance,  Int'l  Business.  Tech  Mg 
Paralegal,  Psychology,  Computer 
http://www.scups.edu 
Email:  enroll@scups.e( 
1-800/477-2254  (24  hrs| 
Southern  California  Univi 
for  Professional  Studii 
1840  E.  17  St-BW.  Santa  Ana. 


Get  a  CoLLE<t[si)iifllcji, 
Degree  In  27  E 

BS/  MS/  MBA/  PhD., 

Including  graduation  nng,  tra 
diploma    Yes,   it's  real, 
guaranteed  and  accredited. 
Columbia  State  Univei 

1-800-689-8647  i 


Your  VALUE  Is  What  You  Kj 
Approved  BS's  and  Masters  in  Bus 
Engineenng  Through  Distance ' 


CNU 


161(14  P.u1h(;nia  Streel,  NiTthi  Hill 
For  Catalog  Call  1-800-782 
Web  Site:  hitp:  //www.cnui 


AO  RATES  AND  INFORMATION 
PHONE:  (312)  464  0500 
:(312)  464-0512  OR  WRITE: 


BusinessWeek 


IVl  A  R  K  E  T  P  L  A  C.'E 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


al  Services 


ounts  Receivable  . 
in  24  Hours. 

800-338-7353 


el/Asia 


uth  Pacific 
ed  Air  Fares 


Airlines  Including... 

s,  Cathay  Pacific. 
Air  New  Zealand 


>  /  800-631-  2824 

www.chlsholmair.net 


is  Services 


SS  PLANS 


usiness  Plans  For 
'enture  Capital 
te  Loans 

irporate  Attorney 

)63-2453 

quotations 


C  TOPICS  AVAILABLE! 

e  290  page  catalog. 
icpoits  also  available 
H  ASSISTANCE 
no  Ave ,  #206BF 
)!es,  C.A  90025 
LINE:  800-351-0222 


arch-assistance.com 


;s  Services 


mal  Checks 

e  purchase  of  600 

Bumcsi  Chech 

■good  thru  12/31/97) 

0-239-4087 


er  Software 


PAiiTlSevBag® 

tcy  Software 
nd  WordPerfect® 


!     $']  70  shipments 

.com  800-773-9373 

3RMATS  &  CALCUi-ATES 

He  Official  Forms  for 
9, 11, 12,  and  13 


Financial  Services 


gvJNVESTMENT 
^^lOSS? 

Get  it  back  in  one  year! 

(Or  we  refund  full  book  price!) 

^Slli  1-800-982-5663 

1820  First  Federal  Plaza 
Rochester,  NY  14614  ONLY! 


UrtlBveshneM! 


Check 
M.O. 
Visa 
MC 


Telephone  Equipment 


Turn  Your  Old  Phone 
System  Into  Cash!!! 

•  BUYING  -  any  used  phone 
systems  paying  top  $$$ 

•  SELLING  -  like  new  AT&T 
and  Northern  telecom  multi- 
line phone  systems 

Call  Stephen  1-800-378-4265 
Atlantel  Business  Comm. 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

Laserjet       Colorpni       Draft  /  Master 
DeskJet       Draftpro  DesignJet 
Electrostatic  Plotters  Ruggedwriter 

HP  9000  Workstations  &  Vectras 
Demo  &  Refurbished  Equipment 
Ted  Dasher  &  Associates 

PO  Box  131269  Birmingham,  AL  35213-6269 
Phone  205/263-4747  Fax  205/263-1 108 
800/638-4833  •  E-mail  sales@dasher  com 


Corporate  Gifts 


Logo  Tattoos! 


1000  Temporary  Tattoos  with  your  Logo, 
Just  S189.00!! 

plus  SIO.OO  S&H  (CA  add  7.25%  sales  tax) 
Customized!  Full  Color!  2"  x  2" 

Calico  ^ 

3000  Alamo  Drive.  Ste  201  •  Vacaville,  CA  95687  '■ 
Tel:  707/448-7072  •  Fax:  707/446-8273 


Int'l  Marketing/Consulting 


Do  Business  in  Japan 

China,  Malaysia,  Hong  Kong,  Singapore 
Staples  Technology  Research 

John  Staples  Ph.D. 
713-266-8800  •  415-964-8800 


Audio  Books 


BOOKS 
ON  TAPE 


World's  Largest  Selection  ot  Audio  Books  <^ 


Best  Sellers  on  Cassette 
Full-length  Readings 
Call  for  More  Information 

http://booksontape.com 


(800)  88'BOOKS 


IVIenswear/Gifts 


Keep  Your  ROLEX^ 
Watch  Running! 


SINGLE  HEAD 

I'or  one  or  two 
watches.  $495 


Get  An 
Watch  winder* 


Keeps  Your  Watch  Fully 
Wound  And  Ready  To  Wear. 


The  perfect  accessory  for  ROLEX^ 
watch  owners.  No  need  to  reset 
lime,  day,  dale,  etc.  Silent  operation. 
Fine  hardwood  or  leather  case. 

800-800-4436 

Stiipping  and  handling  included 
•Not  .issotkilc-d  Willi  Kc.k-x  W.ilch,  USA 


Menswear/Fashion 


Tie  Out  of  Control? 

B Brass  or  ^^JH 
Stainless  Bl^ll 
Plus  $3.00 
The  Original  Concealed  Tie  Clip 


TAI-ISMArsI 

2315  45th  Ave.,  S.F.,  CA  941 16 
415»665»3787 


Corporate  Gifts 


DESIGNED  FOR 
MILITARY  PILOTS 

Solid  stainless  steel 
case  &  band  •  Double 

lock  clasp  •  Screw-in 
back  &  crown  •  W/R  to 

330  ft  •  Date  window 

•Revolving  bezel 
Hardened  mineral  lens 

•  VD57  quartz  mov't 
by  SEIKO  •  30  Day 

money  back  guarantee 

•  Ltd.  lifetime  warranty 

•  Deluxe  Gift  Boxed 

•  Same  day  shipping 
$350  VALUE  NOW 

ONLY  $^59+$6S&H 
CREDIT  CARDS 
1.800.544.4365 
I  ASK  FOR  OPERATOR  459, 1.  ,• 


2-459  *  Beverly  Hills,  CA  90210 


THIS  GUY.  OKAY.  MAYBE  HE  WON'T  HELP  YOUR 
SWING.    BUT   HE'LL   DEFINITELY   IMPROVE  YOUR 


GAME  ITSELF.  YET,  THEY'RE  PRACTICAL  ENOUGH  TO  B 
JUST  AS  AT  HOME  IN  THE  CORNER  OFFICE  AS  THEY  AREi 


LOOK.    AFTER    ALL.    WHEN    YOU    WEAR    PGA    TOUR       ON  THE  BACK  NINE.  YOUR  SWING?  FOR  HELP  WITH  iljetej'jj* 

8 'Other 

APPAREL,  YOU'RE  SPORTING  THE  OFFICIAL  APPAREL  OF  THAT,  SEE  A  PGA  TOUR  PROFESSIONAL.  YOUR  LOOK'  M^ed ty , 
THE  iOUR*.  THESE  STYLISH  CLOTHES  ARE  DESIGNED       YOU  LL  FIND  ALL  THE  HELP  YOU  NEED  WHEREVER  YOUf^iCies,; 

WITH  TRUE  GOLFERS   IN   MIND,  WITH   A  LOOK    SEE  OUR  GUY. 

INSPIRED  BY  THE  GRAND  TRADITIONS  OF  THE 


•RUSSELL  CORPORATION  IS  THE  EXCLUSIVE  LICENSEE  FOR  THE  PGA  TOUR. 


PGA  TOUR 

A   P    P   .\   R   E  L 


is 


nessWeek  Index 


ION  INDEX 


im  last  week:  0-5% 
im  last  year.  6.9% 


PRODUCTION  INDICATORS 


RODUCTION  INDEX 

Nov.  22=127.0 
1992=100 


Mar                               July  Nov 
1997                             1997  1997 
a  4-week  moving  average 

1  index  advanced  for  ttie  fourth  week  in  a  row  during  ttie  week 
V.  22.  Before  calculation  of  the  four-week  moving  average,  the 
to  128.4  from  127.1  a  week  ago.  All  components  of  the  index 
veek.  Output  of  electric  power  was  up  1.7%,  with  the  largest 
es  in  the  Pacific  Northwest  and  Southeast.  Bitummous  coal  and 
9%,  with  Oklahoma  posting  a  10.8%  increase  in  production. 

copyright  1997  by  The  McGraw-Hill  Companies 

INDICATORS  i 

S  (11/28)  S&P  500 

LATEST  WEEK 
WEEK  AGO 

955.40  963.09 

YEARLY 
%CHG 

26.2 

iOND  YIELD.  Aaa  (11/28) 

6.83%  6.83% 

-3.3 

MATERIALS  PRICES  (11/28) 

101.9  103.2 

-4.9 

ILURES  (11/21) 

NA  NA 

NA 

LOANS  (11/19)  billions 

NA  NA 

NA 

LY,  M2  (11/17)  billions 

$3,993.4  $3,985.4r 

5.1 

MS.  UNEMPLOYMEHT  ( 1 1/22)  thous.      303r  334 

-11.4 

aard  &  Poor's,  Moody's.  Journal  of  Commerce  (index-  1990=100). 
.  Labor  Dept. 

PRATES 

IDS  (12/2) 

LATEST  WEEK 
WEEK  AGO 

5.55%  5.51% 

YEAR 
AGO 

5.09% 

PAPER  (12/2)  3-month 

5.71  5.67 

5.42 

S  OF  DEPOSIT  (12/3)  3  month 

5.80  5.78 

5.39 

■AGE  (11/28)  30-year 

7.36  7.38 

7.71 

MORTGAGE  (11/28)  one-year 

5.71  5.77 

5.66 

) 

8.50  8.50 

8.25 

ral  Reserve,  HSH  Associates,  Bloombe 

g  Financial  Markets 

STEEL  (11/29)  thous.  of  net  tons 

LATEST 
WEEK 

2,234 

WEEK 
AGO 

2,180# 

YEARLY 
%  CHG 

15,3 

AUTOS  (11/29)  units 

74,926 

127,978r# 

-6.8 

TRUCKS  (11/29)  units 

78,848 

135,684r# 

10.7 

ELECTRIC  POWER  (11/29)  millions  of  kilowatt-hrs.  60,073 

64,680# 

-2.2 

CRUDE-OIL  REFINING  (l  1/29)  thous.  of  bbl./day  14,919 

14,830# 

4.3 

COAL  (11/22)  thous.  of  net  tons 

21,089# 

20,792 

-1.0 

LUMBER  (11/22)  millions  of  ft. 

480. 3# 

475.5 

-0.9 

RAIL  FREIGHT  (11/22)  bilhons  of  ton-miles 

27. 5# 

27.1 

-1.4 

Sources:  American  Iron  &  Steel   Institute,  Ward's 
Institute,  American  Petroleum  Institute.  Energy  Dept 
American  Railroads 

Automotive  Reports,  Edison  Electric 
.  Vi/WPAi,  SFPA2,  Association  of 

PRICES 

GOLD  (12/3)  $/troy  oz. 

LAnST 
WEEK 

293.000 

WEEK 
AGO 

300.700 

YEARLY 
%CHG 

-21.0 

STEEL  SCRAP  (12/2)  #1  heavy,  $/ton 

143.50 

143.50 

23.2 

COPPER  (11/28)  S/lb. 

87.2 

89.2 

-21.8 

ALUMINUM  (11/28)  e/ib. 

77.8 

79.5 

8.1 

COTTON  (11/28)  strict  low  middling  1-1/16  in., 

e/lb.  67.83 

68.51 

-4.8 

OIL  (12/2)  $/bbl. 

18.61 

19.06 

-21.6 

CRB  FOODSTUFFS  (12/2)  1967=100 

248.98 

248.73 

9.1 

CRB  RAW  INDUSTRIALS  (12/2)  1967=100 

318.27 

323.99 

-4.4 

Sources:  London  Wednesday  final  setting,  Chicago 

fTiarUet,   NYMEX ,   Commodity   Research  Bureau 

market,  Metals 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (12/3) 

LATEST 
WEEK 

128.60 

WEEK 
AGO 

127.60 

YEAR 
AGO 

13.24 

GERMAN  MARK  (12/3) 

1.77 

1.74 

1,57 

BRITISH  POUND  (12  3) 

1.68 

1.68 

1.64 

FRENCH  FRANC  (12/3) 

5.92 

5.84 

5.29 

ITALIAN  LIRA  (12/3) 

1734.5 

1710.5 

537.5 

CANADIAN  DOLLAR  (12/3) 

1.42 

1.42 

1.35 

MEXICAN  PESO  (12/3)' 

8.125 

8.234 

7.860 

TRADE-WEIGHTED  DOLLAR  INDEX  (12/3) 

108.4 

107.6 

98.9 

Sources:  Ma]or  New  York  banks  Currencies  expressed  in  units  per  U  S,  dollar, 
except  for  British  pound  m  dollars.  Trade-weighted  dollar  via  J. P.  Morgan. 


the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
i/estern  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


WEEK  AHEAD 


ES 

'c.  11,  8:30  a.m. EST  ►Retail 
dgecj  up  0.3%  in  November, 
the  median  forecast  of  econo- 
5d  by  MMS  International,  one  of 
•Hill  Companies.  Excluding 
3S,  sales  probably  rose  0.2%. 
sted  by  the  weekly  surveys  of 
ilers.  November  is  the  start  of 
hopping  season,  and  most 
ixpect  yearend  buying  to  be 
t  spectacular,  in  part  because 
'ent  on  a  spending  spree  in  the 
.  In  October,  total  retail  pur- 
.2%,  but  the  weakness  was  at 
Nonauto  sales  rose  a  healthy 


UNEMPLOYMENT  CLAIMS 

Thursday,  Dec.  11,  8:30  a.nrLEST  >■  New 
claims  for  state  unemployment  benefits 
likely  increased  to  330,000  for  the  week 
ended  Dec.  6.  Through  the  first  three  weeks 
in  November,  claims  were  running  at  a 
much  lower  317,000,  but  new  filings  gen- 
erally jump  in  the  week  after  a  holiday 
week,  and  state  offices  were  closed  on  Nov. 
27  for  Thanksgiving. 

PRODUCER  PRICE  INDEX 

Friday.  Dec.  12.  8:30  a.m. est  ^  Producer 
prices  of  finished  goods  likely  increased 
0.1%  in  November,  the  same  gain  as  in 
October,  says  the  Mt^s  survey.  Excluding  the 
volatile  food  and  energy  sectors,  core  prices 


probably  rose  0.1%  last  month,  after  no 
change  in  October.  Thanks  in  part  to  falling 
import  prices,  the  annual  inflation  rate  for 
goods  IS  running  close  to  zero. 

BUSINESS  INVENTORIES 

Friday,  Dec.  12,  8:30  d.m. est  ^  Inventories 
held  by  manufacturers,  wholesalers,  and 
retailers  likely  rose  a  solid  0.4%  in  Octo- 
ber, on  top  of  a  strong  0.7%  gain  in  Sep- 
tember. Business  sales  probably  advanced 
just  0.2%  in  October,  after  jumping  1.3% 
in  September.  Retailers  have  already  report- 
ed a  0.2%  drop  in  their  October  sales. 
Even  though  inventories  are  growing,  they 
are  not  rising  fast  enough  to  keep  pace  with 
the  upward  trend  in  sales. 


conmng 
soon: 


INTELLIGENCE 
BMEFINGS 


a  special 
advertising  series 
sponsored  by 

Conseco  . 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoty  or 
feature  with  a  significant  reference  to  a.company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Lockheed  Martin  (LMD  34 
LSI  Logic  (LSI)  134 
LucasArts  22 
LumaNet  112 

M 


Adobe  Systems  (ADBE)  22 
Advanced  Games  &  Equipment  8 
Agricultural  Bank  of  Ctiina  54 
AlliedSignal  (ALD)  18 
Altera  (ALTR)  48 
Araati  Communications 
(IC0T1  134 

American  Resources  (GASS)  112 
,,^.„_3  Robotics  112 
Apple  Computer  (AAPL)  18,22, 
46,134 
Aquagenix  112 
Astitec  B 

AT&im  14,40,132,138,142 


Electrolux  34 

Environmental  Tectinologies  112 
Equitable  Securities  139 
Ericsson  (LM)  (ERICY)  48 
Euro-Atlantic  Securities  112 
Evro  112 


BankAmenca  (BAC)  48 
Bankers  Trust  (BT)  58 
Bank  of  America  (BAC)  142 
Bank  of  China  54 
Banlla  155 

Barnes  &  Noble  (BKS)  38 
Baron  Capital  Management  139 
Barrick  Gold  (ABX)  42 
BealBank  107 
Bear  Steams  112 
Big  City  Bagels  112 
Big  Entertainment  (BIGE)  132 
Biltmore  Securities  112 
Brauer  &  Associates  112 
Builders  Warehouse  112 


Fidelity  Investments  6,58,132 
First  of  America  Bank  (FOA)  48 
First  Standard  Ventures  112 
First  Union  (FlU)  48 
Fleet  Financial  (FLT)  30 
Flonda  Martins  102 
Ford(F)  18 
Fned  Frank  42 
FurmanSelz  108 

G 


Delio  &  Peterson  14 
Dell  Computet  (DELL)  22 
Deloitte  &  louche  66 
Diebold  (DBD)  142 
Digital  Equipment  (DEC)  46 
Donaldson  Lufkin  &  lenrette 
(DU)  132 
Dreyfus  46 

E 


GE  Capital  Services  (GE)  34 
Genentech  107 
General  Electric  (GE)  18,34 
General  Growth  Properties  66 
General  Motors  (GM)  108,159 

Glaxo  Wellcome  (GLX)  39 

Goldman  Sachs  58 

Grace  Development  112 

GrameenPhone  8 

Grand  Havana  Enterprises  112 

Grove/Atlantic  38 

GTE (GTE)  40 

H 


Mabe  34 
MacroSonix  107 
Maior  League  Baseball  102 
Manhattan  Mortgage  156 
Mambeni  8 

McGraw-Hill  (MHP)  163 
Medley  Credit  Acceptance  112 
Merck  (MRK)  48 
Mercuiv  Asset  Management  58 
Memll  Lynch  (MER)  48, 58, 66 
MetLife  30 

Metro-Goldwyn-Mayer  132 
Meyers  Pollock  Robbins  112 
Microsoft  (MSFD  14,18,22,46, 
48, 138 

Milligan  (J.P)  112 

Minnesota  North  Stars  102 

Minnesota  Twins  102 

Mitsubishi  62, 108 

MMS  International  (MHP)  163 

Monroe  Parker  112 

Morgan  Stanley  Dean  Witter 
(MWD)  14,54 
Morningstar  (MSTR)  158 
Motorola  (MOT)  134 
Multi-Media  Tutonal  112 

N 


Roberts  (Joseph)  112 
Robertson  Stephens  46 
Robinson-Humphrey  138! 
Royal  Dutch/Shell  (RD)  if 

S  

Salomon  Brothers  (SB)  3'] 
Samsung  55 
Samoff  134 
SBC  Communications  (SI 
46 

Schroder  Wertheini  40,1 

Schwab  (Charles)  (SCH) 

Sears  (S)  34, 66 

ServiceMaster  18 

SGS-Ttiomson 
Microelectronics  134 

SiertaOn-Line  138  ^, 

Simon  DeBartolo  Group  m 
Smith  Barney  aRV)  46  | 
Smith  Breeden  158 
Snyder  Communications 
(SNC)  132 
Softbank  48 
Stora  18 

Sun  International  Hotels 
Sun  Microsystems  (SU 


;  ta.S-l« 


Cabletron  Systems  (CS)  46, 134 
Caesars  Palace  (ITT)  44 
Canon  14 

Chase  Manhattan  (CMB)  156 
China  Constmction  Bank  54 
Chrysler  (C)  40,108.159 
CIBC  Oppenheimer  132 
CIDCO  (CDCO)  46 
Cisco  Systems  (CSCO)  46 
Citibank  (CCD  62 
CNET(CNWK)  138 
CNN  Interactive  138 
Conoco (DD)  37 
Continental  Airlines  (CAI.B)  6 
Corrections  Corp,  of  America 
(CXC)  139 

Countrywide  Home  Loans  156 
Cromwell  (Di)  112 


H&R  Block  (HRB)  142 
Heinz  (HJ)  (HNZ)  48 
Hewlett-Packard  (HWP)  142 
Hilton  Hotels  (HLT)  8 
Hitachi  (HIT)  134 
Honda  (HMO  108 
Hotmail  48 
HSBC  James  Capel  55 
HSH  Associates  156 


National  City  (NCC)  48 
NationsBanc  Montgomery 

Securities  (NB)  132,134 
NationsBank  (NO  48 
NCR  (NCR)  142 
NEC(NIPNY)  14,134 
NEfCOM(NETC)  138 
Netscape  Communications 

(NSCP)  138 
1  Newpoint  22 

Nissan  108 

Northern  Telecom  (NT)  46 
Novartis  107 

NuMed  Home  Health  (NUMD)  112 


Tanox  Biosystems  107 
Telenor  8  —  _ 

Teleoort  Communications* ' 
(TCGI)  40 

The  Limited  (LTD)  14 
3Com  (COMS)  46 
Tidel  Engineering  142 
Toshiba  14 
1  Total  37 
Toyota  aOYOY)  108,111 
Triton  Systems  142 
TrizecHahn  42 
TRowe  Price  6,158 
Trust  Co  of  the  West  13: 

U 


IBM  (IBM)  134 
ICM  155 

Industnal  &  Commercial  Bank  of 
China  54 
ING  Barings  108 
Intel  (INTO  18,134 
International  Data  142 
Interplay  44 

Interstate  Hotels  (IHC)  48 


O&Y  Properties  42 

Olsten  Staffing  Services  (OLS)  66 

Oracle  (ORCL)  142 

Orion  Pictures  132 

Osicom  Technologies  (OTI)  112 


JavaCentrale  112 

)C,  Penney  (JCP)  66,142 

K  

Kellogg  (K)  132 

Key  West  Securities  112 


EarthLink  NehNork  138 
Eastman  Kodak  (EK)  14,134 
Eco2(TIREE)  112 


LaJolla  Capital  112 
La-Man  (LAMN)  112 
Land's  End  (LE)  66 
Lehman  Brothers  (LEH)  39 
Upper  Analytical  Services  58 


Pacific  Investment  158 
Paragon  Capital  112 
Paramarti  Enterpnses  112 
Patriot  American  Hospitality 
(PAH)  48 

PCM  Securities  112 
PepsiCo  (PEP)  18 
Pfizer  (PFE)  132 

Philips  Communications  Ventures 
(PHG)  46, 142 
Pittsburgh  Pirates  102 
Pittsburgh  Steelers  102 
Pnncipal  Financial  Group  156 
Procter  &  Gamble  (PO  132 
Prodigy  138 
Protosource  112 
Prudential  Securities  34 
PSINet  138 


United  Artists  Pictures  1 
United  Film  Distributore 
USANetwort(S  132 
UUNet  Technologies  13( 


WBOtlDD 


ValuJet  (VJET)  18 
Vanguard  GNMA  Fund  I 
Viacom  (VIA  B)  8 
Vistana  132 

W 


Wackenhut  (WAK)  139 
Warner  Lambert  (WLA) 
Wasserstein  Perella  13J  ^  » 
Weight  Watchers  Interna 
(HNZ)  48 

Westfield  Financial  112 
Wet  Seal  (WETSLA)  66 
Whirlpool  34 
Wiley  (John)  159 
WSLMari<eting  66 
Wyndham  (PAH)  48 

Y 


Yankee  Group  46 


LCUil  VIl'^LL/  'It   
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5tment  Figures  of  the  Week 


%  change 


Dec.  Nov.26-Dec.  3 


:  976.77 

■  970 


1 -week  Change 
+2.7% 


RY 

larket  was  cheered 
of  a  rise  in  U.  S. 
;ome  and  spending 
3S  well  as  by  gains 
lese  stock  market, 
at  Japan's  economy 
ize  sparked  a  2.4% 

Dow  Jones  mdus- 
:e  on  Dec.  1,  and 
isited  8000  for  the 

almost  six  weeks. 
2ts  were  firmer,  as 
I  agreed  to  a  $55 
)ut  led  by  the  In- 
/lonetary  Fund.  Gold 
tinued  to  fall  on 
inflation  was  dead 


r  RATES' 


r  BOND  INDEX 

Dec.  Nov.  26-Dec.  3 


I 


■  1610 
:  16B4.36 


1       1 -week  change 
+0.4% 

;rg  Financial  Markets 


U.S.  MARKETS 

Latest 

Week 

Year 

UUV*  JUIIO  lllUUoll  laid 

8032.0 

2.9 

25.1 

NA^nAfl  rnmhinpri  Pnmnncitp 

1615  1 

1.6 

24.5 

S&P  MIdCap  400 

328.8 

2.8 

28.5 

S&P  SmallCap  600 

179.4 

1.7 

23.8 

S&P  SuperComposite  1500 

209.6 

2.7 

30.5 

SECTORS 

Latest 

%  change 
Week  Year 

Bloomberg  Information  Age 

302.6 

2.6 

28.5 

S&P  Financials 

119.0 

5.8 

45.2 

S&P  Utilities 

219.8 

0.2 

9.9 

PSE  Technology 

304.9 

1.3 

20.9 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

London  (FT-SE  100) 

4970.7 

2.2 

22.9 

Frankfurt  (DAX) 

4082.9 

6.1 

42.5 

Tokyo (NIKKEI  225) 

16,585.5 

4.5 

-19.7 

Hong  Kong  (Hang  Seng) 

11,207.6 

8.5 

-16.6 

Toronto  (TSE  300) 

6681.2 

0.8 

13.0 

Mexico  City  (IPC) 

5127.9 

7.1 

51.2 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.57% 

1.61  % 

1.94% 

S&P  500  P/E  Ratio  (Last  12  mos. 

24.6 

23.9 

20.8 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*  19.1 

18.7 

16.2 

First  Call  Earnings  Revision* 

-1.01  % 

-0.98  % 

-0.95 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

880.8 

876.9 

Positive 

Stocks  above  200-day  average 

69.0% 

68.0% 

Neutral 

Options:  Put/call  ratio 

0.60 

0.65 

Neutral 

Insiders:  Vickers  Sell/buy  ratio 

2.75 

2.81 

Negative 

BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


Manufactured  Housing 
Regional  Telephone  Cos. 
Drug  Chains 
Personal  Loans 
Long-Dist.  Telecom. 


22.6 
15.5 
12.8 
11.4 
11.1 


Trucking 

Invest.  Banking/Brkrge. 
Savings  &  Loans 
Homebuilding 
Drug  Chains 


156.0 
85.7 
77.9 
61.8 
59.0 


WORST-PERFORMING  Last 


GROUPS 


month  % 


Last  12 
months  % 


Gold  Mining 
Metals 

Oil  &  Gas  Drilling 
Oil  Exploration  &  Prod. 
Oil-Well  Equip.  &  Svcs, 


-20.6 
-13.9 
-12.4 
-9.7 


Engineering  &  Constr. 
Gold  Mining 
Metals 

Photography/Imaging 


-9.0  Pollution  Control 


-40.1 
-38.3 
-29.6 
-24.4 
-13.7 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rehound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Telebras-ADR 

109 

-3 

Citicorp 

128 

-1% 

Texas  Instruments 

46  V2 

-11  Vl6 

Oregon  Metallurgical 

32  Vs 

-1^4 

Chase  Manhattan 

114 

-4'Vl6 

Warner-Lambert 

118^16 

-20  "/i  6 

Dechne  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Cisco  Systems 

86  V2 

1^4 

Dell  Computer 

88  5/1 6 

5Vl6 

Sun  Microsystems 

3713/16 

1^16 

Boeing 

54 

6=/l6 

Starbucks 

37% 

4^/16 

American  International  Group 

105 '5/16 

1  '3/16 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

5.18 

5.17 

4.95 

Taxable  equivalent  yields  on  AM-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.23 

5.30 

5.05 

assuming  a  31%  federal  tax  rate. 

lO-yr.  bond 

30-yr.  bond 

6-MDNTH  BANK  CDS 

5.20 

5.19 

5.00 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.49 

5.49 

5.39 

GENERAL  OBLIGATIONS 

4.53% 

4.59% 

5.11% 

5.17% 

10-YEAR  TREASURY  NOTES 

5.82 

5.85 

6.06 

PERCENT  OF  TREASURIES 

77.85 

78.65 

85.00 

85.46 

30-YEAR  TREASURY  BONDS 

6.01 

6.06 

6.35 

TAXABLE  EQUIVALENT 

6.57 

6.65 

7.41 

7.49 

LONG-TERM  AA  INDUSTRIALS 

6.55 

6.65 

6.90 

INSURED  REVENUE  BONDS 

4.63 

4.69 

5.30 

5.36 

LONG-TERM  BBB  INDUSTRIALS  6.97 

7.03 

7.32 

PERCENT  OF  TREASURIES 

79.57 

80.36 

88.16 

88.60 

LONG-TERM  AA  TELEPHONES 

6.96 

6.93 

7.05 

TAXABLE  EQUIVALENT 

6.71 

6.80 

7.68 

7.77 

FUNDS 


EQUITY  FUNDS 

EQUITY  FUND  CATEGORIES 

8  us  Diuersifie 

i  mm  All  Equity 

Leaders 

Laggards 

Leaders 

Laggards 

-  4 

52-week  total  return 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Smith  Barney  Telecom.  Inc. 

10.5 

Matthews  Korea 

-39.8 

Utilities 

5.1 

Precious  Metals 

-20.9 

-  3 

 30 

Countrywide  Utility  A 

9.2 

Blanchard  Precious  Metals 

-31.2 

Financial 

3.6 

Natural  Resources 

-9.7 

Am.  Cent.  Utilities 

8.8 

Midas 

-29.5 

Large-cap  Value 

2.0 

Diversified  Emerging  MKts. 

-7.6 

-  2 
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Princor  Utilities  A 

8.8 

Invesco  Strategic  Gold 

-27.6 

Large-cap  Blend 

1.9 

Pacihc/Asia  ex-lapan 

-7.0 

-  1 

Icon  Telecom.  &  Utilities 

7.3 

IDS  Precious  Metals  B 

-24.7 

Communications 

1.1 

Technology 

-5.9 

Leaders 

Laggards 

Leaders 

Laggards 

-  0 

--  12 

S2-week  total  return 

% 

S2-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

Fidelity  Select  Brokerage 

63.3 

Midas 

-61.0 

Financial 

40.2 

Precious  Metals 

-44.6 

-  -1 

Hartford  Capital  Apprec.  A 

62.7 

Matthews  Korea 

-60.1 

Small-cap  Value 

29.8 

Pacific/Asia  ex-lapan 

-29.9 

American  Heritage 

62.5 

U.S.  Global  Investors  Gold 

-59.2 

Real  Estate 

29.7 

Diversified  Pacific/Asia 

-22.8 

Mutual  Shares  II 

62.0 

Invesco  Strategic  Gold 

-57.3 

Mid-cap  Value 

26.7 

lapan 

-16.7 

Star, 

Inc. 

Evergreen  U.S.  Real  Est.  Y 

61.1 

Morgan  Stan.  Instl.  Gold  A 

-57.2 

Large-cap  Blend 

25.9 

Diversified  Emerging  Mkts. 

-2.7 

market  close  Wednesday,  Dec.  3.  1997,  unless  otherwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Dec.  2.  For  a  more  detailed  explanation,  write 
iP  500  companies  only.  Fundamentals,  technical  indicators,  Bloomberg  mon-     to  us  or  E-mail  figures@businessweek.com.  NA=Not  available  "Vanguard  Index  500  Fund 
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Editorials 


II 


DEAR  IMF:  DON'T  MAKE  ASIA'S  FLU  WORSE 


Move  over,  Alan  Greenspan.  The  global  economy  is  now  in 
the  hands  of  Michel  Camdessus,  a  French  Socialist  (of 
all  things!),  trained  at  the  eUte  Ecole  Nationale  d'Adminis- 
tration  and  skilled  in  the  arts  of  dirigiste  economics.  While 
Greenspan,  the  conservative  free  marketeer,  runs  the  Federal 
Reserve  and  is  clearly  in  charge  of  America's  economy,  it  is 
Camdessus,  the  quintessential  Eurocrat,  who  leads  the  In- 
ternational Monetary  Fund  in  the  battle  to  contain  the  Asian 
financial  crisis  before  it  sinks  the  world  economy.  Camdessus 
and  the  imf  are  crafting  the  policy  measures  designed  to 
get  Asia  growing  again.  But  they  may  end  up  doing  the  op- 
posite. In  a  deflationary  economic  environment,  where  polit- 
ical problems  are  at  the  root  of  financial  distress,  typical 
IMF  policy  prescriptions  can  do  more  harm  than  good. 

In  IMF-speak,  the  Asian  financial  crisis  was  caused  by  the 
misaUocation  of  mvestment  because  of  easy  access  to  cheap  for- 
eign capital.  Ti"anslation?  In  Indonesia,  Korea,  Malaysia,  and 
Thailand,  poUticians  and  bureaucrats  used  government-con- 
trolled banks  to  funnel  money  to  friends,  family,  or  chosen  en- 
trepreneurs who  then  returned  the  favor  by  kicking  back 
campaign  contributions  or  personal  gi'atuities.  Mai'kets  played 
too  little  a  role  in  allocating  investments.  Politicians  used  tax- 
payers' money  to  build  huge  public-works  monimients  to  them- 
selves. Businesspeople  speculated  in  property  and  constmcted 
enormous  overcapacity  in  cars,  chips,  steel,  textiles,  and  elec- 
tronics. Cheap  capital  from  the  U.  S.  and  elsewhere,  chasing 
Asia's  image  of  itself  as  the  gi'owth  macliine  of  the  21st  cen- 
tury, overheated  its  economic  gi'owth.  Asia's  high  savings 
rates,  inexpensive  labor,  and  strong  exports  would  have  sup- 
ported high  enough  grow^th  rates.  But  thi'ow  bilhons  of  extra 
bucks  into  a  corrupt  crony-capitaUst  system  that  is  immune  to 
market  discipUne,  and  the  result  was  economies  iiin  amok. 

Asia  does  not  have  the  traditional  financial  problems  of  ex- 
cessive government  spending  that  once  typified  Latin  Amer- 


ica, and  certainly  not  its  huge  trade  deficits.  So  traditiorl 
pohcy  remedies  won't  cure  this  Asian  flu.  Camdessus] 
manding  that  countries  receiving  imf  funding  raise) 
and  cut  spending  to  balance  government  budgets.  Bi 
ernments  in  Bangkok,  Jakarta,  Kuala  Lumpur,  and  Se| 
ready  run  fairly  tight  fiscal  policies.  The  imf  is  also  de 
ing  that  interest  rates  be  raised  to  cool  off  these  ecor 
Yet  inflation  is  not  a  significant  problem  in  most  o 
where  domestic  savings  rates  have  always  been  very 

The  danger  is  that  imf  prescriptions  -"Aill  intensify 
flationary  pressui'es  that  are  beginning  to  squeeze  the 
economy.  Gold  and  commodity  prices  have  been  falH 
some  time.  Prices  are  decUning  in  China,  Japan,  and  m  I 
the  rest  of  the  world.  Higher  taxes  and  interest  rat  ,c 
only  cut  domestic  demand,  and  iMF-sanctioned  curren  u 
valuations  not  only  lower  consumer  buying  power  but  a  ii 
leash  new  waves  of  expoits  on  international  markets,  f  h 
depressing  prices.  Fiscal  profligacy  may  require  auf  i 
but  crony  capitalism  does  not.  Asia  has  an  efficiency  pr  ^ 
and  it  needs  structural  changes  in  its  pohtical  systen  ^ 
will  open  these  economies  to  market  forces.  Without  if 
more  attuned  to  market  forces,  neither  Korea's  chaebq 
Southeast  Asia's  family-owned  conglomerates  will  be 
compete  effectively  and  avoid  overcapacity  (page  54). 

Now  that  communism  is  dead,  mercantihsm  is  th 
refuge  of  authoritarianism,  both  economically  and  polil 
The  IMF  should  encourage  lower  taxes  and  an  easing  oj 
etary  policy  to  stimulate  domestic  consumption  while 
that  the  iron  grip  of  politicians,  bureaucrats,  and  thei^ 
ness  buddies  on  Asia's  banking  system  be  broken  once 
all.  To  restart  its  economic  engine,  Asia  needs  deep  str 
change  that  promotes  markets  and  breaks  up  elite  pov 
out-of-date  contractionary  policies  that  put  common  peo]j 
of  work. 


DEAR  CONGRESS:  DON'T  LET  IT  INFECT  THE  U. 


Before  the  U. S.  gets  too  sanctimonious  about  Asian  crony 
capitalism,  it  should  ask  itself  about  its  own  practice  of 
sei'iing  access  to  government.  The  brutal  truth  is  that  the 
camt);dgn-finance  system  is  breeding  the  same  kind  of  crony- 
ism in  America. 

Big:  money  from  big  organizations  is  buying  eyeball  time 
that  loads  to  special  tax  and  regulation  favors  from  congi'es- 
sionai  legislators.  White  House  officials,  and  government  bu- 
i'O;;  !  ■;'ats.  And  that's  tine  whether  it's  coiporate,  trade  union, 
te;:c  r,  tria!  lawyer,  or  even  retiree  money  at  work.  As  the 
co.^t  f  running  election  campaigns  soars,  the  power  of  a 
hiinr  fui  of  organized  contributors  climbs  with  it,  distorting  the 
polit:  (process  and  making  it  less  democratic.  Any  notion  that 
a  "fi-fct  market''  offering  access  via  campaign  contributions  is 


equivalent  to  tine  democracy  is  ludicrous.  Just  look  aii 

A  level  field  with  everyone  playing  by  the  rules  is 
ca's  core  value.  Anything  less  risks  distorting  the  heartj 
mocratic  capitalism.  Yet  nothing  is  being  done.  Despil 
graceful  1996  Presidential  and  congressional  elej 
campaigns  that  were  awash  in  soft  money  from  disrepi 
and  possibly  illegal  sources,  Washington  continues  t 
partisan  politics  while  doing  absolutely  nothing.  Coiri 
absolute  unwiUingness  to  take  action  on  campaign-lai 
reform  represents  a  serious  threat  to  American  societ  J 
only  does  it  undermine  the  core  principle  of  one  persrf 
vote,  it  threatens  the  LI.  S.  economy  with  the  same  kind'f 
trenched  rigidities  and  inefficiencies  that  plague  Asia, 
hard  about  that  over  the  holiday  season. 


r 
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iVIN'S  GOING  TO  WIN  YOU  OVER  WITH  COLOR  COPIERS 
[T  TRANSFORM  YOUR  DOCUMENTS  INTO  WORKS  OF  ART. 


:ulpturc  by  Jeff  Nishinaka 


5/ 


The  bcauL)'  ol  color  is  its  power  to  communicate.  And  at  Sa\'in  we  have  hie  aiKaiKccl 
ucts,  superior  imaging  technolog)'  and  dedicated  people  to  put  tliat  power  to  work  for  you. 
With  digital  lull  color  imaging  systems  that,  m  addition  to  lunctioning  as 
1-alone,  high-productivity  copiers,  turn  computer  generated  text  and  images  j 
brilliant  hard  copy  On  a  variety  of  paper  weights  and  sizes. 

For  the  innovative  document  solutions  you  re  looking  lor  backed 
by  the  people  and  semce  you  deseiTe,  contact  us  at  1-800-234-1900  i:^: 
or  www.sa\in.com.  And  make  your  next  document  a  masterpiece  even 
Da  Vmci  would  appro\'e  of. 


sai^in 

WE'RE  GOING  TO  WIN  YOU  OVER 


(R) 


SAVIN  CORPORATION,  333  LUDLOW  SI, STAMFORD, CT  O6904 


{The  honest-to-goodn6s t 


If  we  had  just  removed  the  r 


By  David 


One  of  tht'  primarv  objectivos  when  we 
designed  the  C?  Corvette  w.is  to  make  sure  it 
handles  superbl\'  We  would  not  be  happv  with 


Tlie  tdiipe  has  the  siinie  stifi  striictiirt',  rt'ar-ni()unt(.'d 
trjn^.nlf  >ind  rt'Vised  su^pfn.Mcin     tlu'  com  eitilili'. 


anything  short  of  an  tmtstanding  sports  car, 
w  iiether  a  coupe  or  con\  erfible.  It  vwis  critical  that 
we  didn't  ]ust  take  the  coupe  and  chop  off  the  top 
to  make  a  con\'erfible.  The  fact  is,  tiie  newest 

ri 


Cor\'ette  was  designed  as  a  con\  ertible  right  from 
the  outset.  It  was  the  best  wav,  the  onlv  wav  in 
our  minds,  to  make  a  car  with  extraordinary  feel 
and  handling. 

Stiffness  ami  Strcii^^th  We  didn't  want  this  car  to 
suffer  from  the  ride  setbacks  other  con\  ertibles 
tvpically  have.  One  particular  concern  was  how 
to  avoid  cowl  shake,  a  common  side  effect  of 
remo\ing  a  car's  roof.  So,  we  made  the  structure 
very  rigid.  The  previous  48-piece  frame  rails 
were  replaced  with  twin  seamless  hvdroformed 
tubes.  Our  new  hydroformed  frame  rail  is  much 
more  durable  than  a  welded-up  one.  In  fact,  the 
structure  was  tested  to  endure  up  to  three  life- 
times of  Corvette  usage.  And  not  onlv  is  the  C5 


four-and-a-half  times  stiffer  structura'  . 
predecessor,  it  also  has  a  lower  cup 
The  difference  in  rigidity  is  imniediajyrii 
able;  lateral  shake  is  \  irtuallv  gone,  tCr 
absence  of  a  structural  crossover  b<, 
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ME 


Information 
technology  and  connnnuni- 
cations  technology  have  converged. 
cP  Multimedia  (voice,  data,  video,  voice 
nail,  e-mail,  Internet,  Intranets)  can  all  move 
Dugh  the  same  networks.  If  you  can  keep  it  all 
ng  quickly  and  reliably,  it  can  make  your  company 
Tiore  productive,  and  more  profitable.  cP  Which  is 
Fujitsu  comes  in.  cPOur  ATM  switching  systems 
multimedia  content  at  warp  speed  across  public 
ks  and  enterprise  networks.  Our  Computer 
Dny  Integration  systems  put  information  in  your 
whenever  and  wherever  it's  needed.  Our  high- 
SONET  transmission  systems  are  used  by  more 
exchange  networks  than  any  other.  And  no  one 
more  experience  integrating  all  these  technolo- 
5S  into  networking  solutions  that  reduce  costs 
and  increase  revenues.  cPSo  when  you're  M 
ready  to  move  into  the  network  age, 
just  remember,  Fujitsu  is  ready 
to  take  you  there. 
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INTEL 

Suddenly,  the  giant  chipmaker  is 
launching  an  all-out  crusade  to  create 
processors  for  the  exploding  market  for 
sub-$l,000  PCS.  It's  even  pushing  into  a 
broad  range  of  low-cost  digital  devices. 
But  what  will  this  move  to  cheaper 
chips  do  to  Intel's  amazing  profit 
machine?  To  prevent  margins  from 
declining  shai-]3ly,  Intel  has  come  up 
with  a  number  of  strategies 
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"We  are  what  we  are  because  we  push 
technology  as  fast  as  we  can.  Our  whole 
belief  is  that  technology  is  good" 
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Up  Front 


EDITED  BY  LARRY  LIGHT  &  ROBERT  McNATT 


REALITY  BYTES 


IBM  GIVES  COMDEX  THE  COLD  SHOULDER 


THE    COMPUTER    INDUSTRY S 

sprawling  annual  trade  show 
in  Las  Vegas,  Comdex,  has 
long  been  regarded  as  an 
obhgatory  marketing  event 
for  major  computer  compa- 
nies. But  IBM,  whose  exhibit 
space  is  among  the  largest  at 
the  November  show,  says  it 
has  decided  to  skip  Comdex 
next  year.  The  reason? 
Some  IBM  execs  think 
the  company  doesn't  get 
enough  bang  for  its  buck 
in  the  crowded,  noisy 
bazaar  that  Comdex  has 
become.  The  number  of 
exhibitors  this  year  rose 
10%,  to  around'2,300. 

If  other  large  tech 
companies  follow  suit 
and  pull  out  or  trim 
their  presence,  ibm's 
move  could  have  repercus- 
sions for  Softbank,  the  Japa- 
nese software  and  media  con- 
cern that  runs  Comdex. 
Comdex  is  a  major  revenue 


provider  for  Softbank,  which 
is  saddled  with  a  $2.5  billion 
debt  load,  mainly  incun'ed  to 
finance  an  acquisition  spree. 

Comdex  director  William 
Sell  says  ibm  hadn't  told  him 
that  it  was  pulling  out.  IBM 
has  always  seemed  to  value 
Comdex,  he  says,  pointing  to 
recent  Big  Blue  ads  tinmpet- 


LEAViNG  LAS  VEGAS:  Big  Blue 


ing  its  awards  at  the  show. 
And  he  says  IBM  has  con- 
tracts for  space  at  next  fall's 
event  (although  those  could 
be  canceled).  Paul  C.  Judge 


CAR  TALK 

FLOORING  IT  AT 
HONDA  AND  TOYOTA 

THE  RACE  TO  BE  AMERICA'S 

top-selling  car  this  year  is 
an  all-Japanese  affair  for  the 
first  time,  with  Toyota  Cam- 
ry  and  the  Honda  Accord 
vying  for  the  checkered  flag. 
Toyota  Motor  was  counting 
on  the  C^amry  to  be  1997's 
best-seller.  But  in  the  clos- 
est T'acc  in  years,  Camry  has 
outsold  Accord  by  only  6,186 
cars  through  the  end  of  No- 
vember. Since  Honda  intro- 
duced a  redesigned  Accord 
in  October,  it 
iias  uut- 


sold  the  Camry  by  53%, 
enough  to  be  1997's  top-sell- 
er if  it  can  keep  up  that 
pace. 

To  win,  Toyota  has  started 
special  lease  deals  and  dis- 
count financing,  while  Honda 
is  cranking  up  production. 
Says  Richard  Colliver,  Amer- 
ican Honda's  executive  vice- 
pi'esident  of  sales:  "I'm  asking 
the  factory  to  work  on  Sat- 
urday and  overtime  as  much 
as  possible." 

The  Camry  has  never  been 
the  U.  S.  best-seller.  The  Ac- 
cord last  tasted  victory  from 
1989  to  1991,  six  long  years 
ago.  This  year,  it  might  take 
a  photo  finish  to  de- 
termine the 
winner. 

Keith 
Navghton 

HONDA  ACCORD 

Closing  the  gap 


TALK  SHOW  uit  s  the  President's  desire  to  have  one  loya 
friend  in  Washington." 

— Presidential  spokesman  Mike  McCurry  after  Clinton  adoptedf 
a  three-month-old  Labrador  puppy 


SPORTS  BIZ 

COLOR  LINE 
ON  THE  COURT? 

HARD  TO  BELIEVE  THAT  THE 

National  Basketball  Assn., 
80%  of  whose  players  are 
black,  would  favor 
whites  in  pay.  But 
a  new  study  from 
economist  Barton 
Hughes  Hamilton 
of  Washington  Uni- 
versity says  just 
that.  According  to 
Hamilton,  the  pay 
discrepancy  applies 
to  a  carefully 
defined  group, 
starters  below  the 
superstar  category. 
And  he  says 
whites  come  out  ahead  by 
18%. 

Hamilton  found  no  problem 
with  superstars  like  Michael 
Jordan,  who  makes  $33.1  mil- 
lion. They  are  virtually  all 


blacks.  And  there  was 
problem  among  the 
starters,  about  two-thirds 
NBA  players.  A  gap,  Haii- 
ton  says,  showed  up  amig 
starters  who  are  below  t- 
perstar  status  when  he  5 
counted  for  theii"  pereorial  ri 
team  records,  i 
Hamilton  s^ 
gests  that  the  ^b- 
crepancy  is  fini- 
cially  motivated.  !t 
estimates  that  ej 
white  starter  bo6 
attendance  by  } 
proximately  25,j 
fans  per  sea; 
"Fans  want  to 
Michael  Jordan,' 
says.  "But  all 
equal,  the  mar; 
white  fan  wolf 
prefer  to  see  a  white  play  . 
The  NBA  says  the  study  ,i 
plies  executives  conspirefc 
hold  down  black  play 
salaiies,  which  is  a  "ludicn 
notion.       David  Leonha 


PAPER  PLAYS 

FUTURES  SHOCK  IN  CHICAGO 


TRADERS  IN  THE  COMMODITY 

pits  of  Chicago  aren't  known 
for  patience.  Ah'eady,  they  are 
dismayed  by  the  thin  volume 
in  Dow  Jones  industrial  aver- 
age contracts  that  began  trad- 
ing at  the  Chicago  Board  of 
Trade  (cbot)  and  the  Chica- 
go Board  Options  Ex- 
change (CBOE)  on  Oct.  6. 

Call  it  a  case  of  unmet 
expectations.  Recent  cbot 
volume  of  some  14,000  con- 
tracts would  be  a  strong 
start  for  most  products. 
"It's  the  strongest  new 
product  in  our  150-year 
history,"  c:bot  Chairman 
Patrick  Arbor  says.  Yet 
traders  are  unimpressed.  ~ 
"It's  been  underwhelming," 
says  Jack  Bouroudjian,  head 
of  Nikko  Securities'  Chicago 
equities  desk. 

The  volume  is  too  small  to 
attract  institutional  investors, 
who  prefer  Standai'd  &  Poor's 
500-stock  index  futures,  (s&p 


and  BUSINESS  week  are  b'h 
units  of  The  McGraw-lll 
Companies.)  The  cbot  this 
volume  will  rise  once  Dff 
Jones  Licenses  its  name  to  u- 
tual  funds.  Meanwhile,  e 
CBOT  is  looking  to  drumip 
interest  overseas. 


"UNDERWHELMED":  Traders 


The  exchanges  have  a  ft- 
year  deal  with  Dow  Jor^ 
They'll  make  money  as  tl) 
develop  the  liquidity  to  har  f 
big  investors,  who  need( 
move  quickly.  Like  comm<i 
ties  traders,  they  don't  wil 
to  wait.     Andrew  OsterWi 
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Introducing  AT&T  WorldNet® 

Virtual  Private  Network 

Service 

You  decide  who  gets  into  your  networl<  and  where  they  go  from  there. 

You've  heard  the  buzz  about  IP  networking  and  the  buzzwords:  selective  access.  It  means 
that  now  you  can  control  who  can  get  what  information,  how  much  -  even  who  they  can 
share  it  with. 

Using  IP  networking  technology  AT&T  WorldNet  Virtual  Private  Network  Service  allows 
you  to  create  extranets  and  intranets  on  demand.  To  give  employees,  as  well  as  customers 
and  suppliers,  access  to  your  network  -  without  giving  everyone  the  run  of  the  place. 

It's  the  best  of  all  virtual  worlds,  because  it's  flexible  enough  to  accommodate  the 
different  needs  of  everyone  who  uses  your  network.  Meanwhile,  you  get  the  business-class 
networking  you'd  expert  from  AT&T.  And  the  dependability  of  the  AT&T  backbone 
supporting  every  aspect  of  your  network.  If  that's  the  level  of  security  you  want,  just  get 
in  touch  with  us. 

Want  to  hear  more?  Call  I  800  231-4153,  or  visitwww.att.com/worldnet 


It's   all   within   your  reach 


Up  Front 


vox  POPULI 


WE  WANT  YOUR  TWO  GENTS'  WORTH 


HERE S  YOUR  CHANCE  TO 
sound  off  on  pressin.t;'  issues 
of  the  day  with  Up  Front's 
annual  reader  siu'vey.  E-mail 
us  at  bwsurvey@business 
week.com.  Or 
fax  us  at  212 
512-3344.  Or 
send  the 
survey  via 
the  good  old 
postal  system  to 
Up  Front  Reader 
Survey,  c/o  Robert 
McNatt,  BUSINESS 
WEEK,  1221  Avenue 
of  the  Americas, 
39th  Floor,  New 
York,  N.  Y.  10020.  Please 
get  back  to  us  by  Dec. 
19. 

1.  The  Justice  Dept.'s 
policy  toward  Microsoft 
should  be  to: 

□  Curb  the  giants  power 

□  Get  out  of  Bill  Gates's  way 

2.  Janet  Reno  is: 

□  Bill  Clinton  's  stooge 

□  A  fearless  tridhseeker 


R 

S 

E 

u 

A 

R 

D 

V 

E 

E 

R 

Y 

3.  Which  vdll  go  up  more  for 
you  in  1998: 

□  College  costs 

□  Property  taxes 

□  IRA  value 

4.  What  do  you  think  about 
irradiated  food? 

□  It's  about  time 
□  I'll  never  eat  it 


5.  Will  the  ciuTent  fe- 
licitous economy — 
with  its  tame  infla- 
tion, low  unem- 
ployment, and  solid 
growth — continue 
in  1998? 
□  Yes     □  No 


6.  Will  Asia's  econom- 
ic turmoil  harm  the 
U.S.? 

□  Yes     □  No 


7.  Fill  in  the  blank: 
The  high  point  for  the 
Dow  Jones  industrial  average 
in  1998  will  be: 


PRODUCT  PEEK 

THE  MAFIA  IN 
MULTIMEDIA 


AN  OFEEi;  YOU  CAN'T  REFUSE? 

A  Sicilian  company  called 
Multimedia  European  Center 
(MEC)  has  put  just  about 
everything  anyone  ever 
wanted  to  know  about  Italy's 
Mafia  on  cd-rom.  The  $60 
disk,  which  will  be  in  U.  S. 
stores  next  year  (with  text 
in  l)oth  English  and  Italian), 
chronicles  the  history  of  Ital- 


DIGITAL  DONS 


ian  organized  crime  from  the 
1600s  to  today. 

You  can  watch  hours  of 
Mafia  news  footage  and  lis- 
ten to  eavesdropping  record- 
ings of  mobsters.  Or  consult  a 
Mafia  encyclopedia  on,  say, 
the  derivation  of  the  word 
"Mafia":  The  cd-rom  says  it 
stems  from  a  feared  Sicilian 
witch  named  Maffia,  who  was 
biuTied  at  the  stake  400  years 
ago.  If  U.  S.  sales  are  good — 
MEC  says  it  already  has 
10,000  orders  from  American 
distributors — the  company 
plans  to  bring  out  a  disk  on 
the  American  Mafia. 

The  CD-ROM  dedicates  as 
much  space  to  the  Italian 
government's  fight  against 
the  Mob  as  it  does  to  the 
wise  guys  themselves.  The 
multimedia  pixjject  in  no  way 
glorifies  the  Mafia,  says  mec's 
head  of  development,  Nino 
Ridolfo.        Monica  Lamer 


DRAWN  &  QUARTERED 


NAME  GAMES 

DEJAVU  FOR 
DAN  LUFKIN 


IN  BUSINESS,  AS  IN  LIFE,  WHAT 

goes  around  comes  around. 
Just  ask  financier  Daniel 
Lufkin,  who  has  resuiTect- 
ed  the  name  of  a  de- 
funct corporate 
parent  he  once 
owned.  And  un- 
der its  banner, 
he  has  reacquired 
another  company 
he  discarded 
years    ago  as 
unglamorous. 

The  tale  began  in 
the  mid-1960s  when  AP 
Parts,  a  major  auto-exhaust- 
system  maker,  became  a  con- 
glomerate by  scooping  up 
such  companies  as  Spalding 
sporting  goods,  ap  Parts 
sounded   clunky,   so  the 


parent  was  dubbed  Quesd 
Then,  in  1982,  along  cue 
Lufkin,  who  had  left  the  Mi. 
Street  firm  he  co-founcd. 
Donaldson,  Lufldn  &  Jenree. 
Lufkin  and  his  partn's 
bought  Questor  and  quidy 
sold  its  original  component  it 
Parts.  "We  warw 
to  concentrate 
the  crown  jev 
ike  Spaldir 
says  Lufkin,  ^ 
later      fol(  l 
Questor,  selling 
assets. 

But  in  1995,  his  : 
investor  gi-oup  need( 
name,  so  Lufkin  dustec 
Questor.  Its  latest  purchjpistrijr 
in  December:  ap  Parts.  C 
bined  with  Questor's  T 
Pi'oducts,  AP  Paits  is  now 
world's  No.  3  exhaust-sys 
supplier.  With  parts  mal 
consolidating,  Lufkin  says 
looks  a  lot  sexier  today. 


THE  BIG  PICTURE 


A  POPULAR  AMERICAN  EXPORT 


Treasury  securities  are  beloved  for  their  safety  and 
liquidity  among  foreign  investors.  Over  the  past 
10  years,  these  folks  have  doubled  their 
share  of  Treasury  debt,  to  nearly  38%. 


•AS  OF  AUG.  31,1997 


TOP  FOREIGN  HOLDERS 
OF  U.S.  TREASURIES* 

BILLIONS  OF  DOLLARS 


200  250  300 
DATA:  TREASURY  OEPl 


FaoTf^OTES  Seci'otaries  who  say  their  productivity  increases  in  the  afternoon,  76%;  when  the  boss  is  away,  53% 
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Iter  living  througti  common  modularity. 
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Funny  how  computers  can  make  your  life  more 
difficult  when  their  purpose  is  to  make  things 
easier.  Well,  the  problem  is  you  have  all  these 
different  models  and  brands  of 
are  unable  to  share  components.  So  you're 
e  hassle  and  cost  of  maintaining  a  huge 
inventory  of  spare  parts.  Now  here's 
the  solution.  Gateway.  Simply  put.  Gateway 
offers  portables  that  can  share  components.  AC 
adapters  and  battery  packs.  Memory  and  hard 
drive  kits.  Even  Gateway'"'  Solo'  '  Full  and  Mini 
Docking  Stations.  Those  days  of  wading  through 
a  mess  of  hardware  are  over.  Ahhh  ...  life  is  good. 


["SVGA  TFT  or  DSTN 
lor  Display 

;l  Pentium'  Processor  with 
IX'^'  Technology 
UM  Expandable  to  192MB 
K  Pipelined  Burst  Cache 
-Bit  Graphics  Accelerator  w/64K  Colors 
to  4GB  Hard  Dnve 
dular  3.5"  Diskette  Drive 
dular  7X  min/ 1 IX  max  CD-ROM  Drive 
Bit  Wavetable  Sound  &  Stereo  Speakers 
AH  Battery  &  AC  Pack  or  a 
"eO  Lithium  Ion  Battery  &  AC  Pack 
Key  Microsoft"  Windows'  95  Keyboard 
Tying  Case 
SC/PAL  Video  Out 
3  Ports  &  Zoomed  Video 
'  Windows  95  or 
Windows  NT"  4.0 
Works  95  or  MS  Ofhce  97, 
all  Business  Edition  plus  Bookshelf'  96 
■Link'  for  Windows  95  C< 
:Afee'  VirusScan 

:eway  Gold    Service  and  Support 
Portable  PCs 

es  starting  at  ^2099 


Gateway 
Solo 
9100 


1,^5"  or  14  1"  (lf)24  x  768  resolution] 
XGA  Color  Display 

■  Intel  Pentium  Processor  with  MMX 
Technology  via  I.M.M  Package 

■  SDRAM  Expandable  to  193MB 
■512K  Cache 

■  4MB  EDO  Video  RAM  (1230  x  1024  external) 

■  Up  to  5GB  Hard  Dnve 

■  Removable  Combo  6X  minT  IX  max 
CD-ROM  a  3  5"  Diskette  Dnve 

■  Premium  Sound  System  w/16-Bit  Wavetable 
Sound  &  Yamaha'  Stereo  Speakers 

■  I2-Cell  Lithium  Ion  Battery  2;  AC  Pack 

•  FuO  S8-Key  MS  Windows  95  Keyboard 

■  Carrying  Case 

■  NTSC/PAL  Video  Input  J;  Output 

■  USB  Ports     Zoomed  Video 

•  15-PinMIDI/Game  Port 

■  MS  Windows  95  or  MS  Windows  NT4  0 

■  MS  Works  95  or  MS  Ofhce  97. 

Small  Business  Edition  plus  Bookshelf  96 

■  LapLink  for  Windows  95 
McAfee  VirusScan 

■  Gateway  Gold  Service  and  Support 
for  Portable  PCs 

Prices  starting  at  53399 


GArE\mr2ooo 


YOU    Vfc    GOT    A    FRIEND    IN    THE  BUSINESS 


CALL  1-888-888-0792  www. gateway  com 

Gateway  2(K)(J  Ma|or  Accounts,  Inc. 


^97  Gateway  2000.  Inc.  Gatiwav  2000.  black-and-white  spot  design,  "G"  logo  and  "You've  got  a  friend  in  the  business"  slogan  are  registered  trademarks;  and  Gateway  Solo  is  a 
emark;  and  Gateway  Gold  is  a  service  mark  of  Gateway  2000,  Inc.  The  Intel  Inside  Logo.  Intel  and  Pentium  are  registered  trademarks,  and  MMX  is  a  trademark  of  Intel  Gorporation 
:)ther  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  Many  Gateway  2000  products  are  custom  engineered  to  Gateway  2000 
ifications,  which  may  vary  from  the  retail  versions  of  the  software  and/or  hardware  in  functionality,  performance  or  compatibility.  All  prices  and  configurations  are  subject  to  change 
lout  notice  or  obligation.  Prices  do  not  include  shipping  or  applicable  sales  tax.  Gateway  2000  Major  Accounts,  Inc.  is  a  wholly  owned  subsidiary  of  Gateway  2000,  Inc. 
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FUNDSNETWORK. 


TO  A  MUTUAL  FUND 

INVESTOR,  IT'S 

COMMAND 

CENTRAL. 
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00  Siivkx-:  l-HOO-544-01 1«  lor  the  deal  and  hfannf;-impairfd    a.m.  -  4  p.m.  ET. 

•i         (i',i:|ilctf  infoi  ji.ilion  on  any  fund  availablt  ihnmgh  FundsNclwork,  including  charges  and  expenses,  call  lor  a  free  prospectus.  Please  read  il  carefully  before  you  invest  or  si 

:!w  \!v  r  d.ilj  a:-,  ul  y/ili/W/  ,ind  iriLludes  ail  equity  .ind  bond  lunds  Irackcd  by  Momingslar.  Highly  rated  kinds  were  delined  as  those  lunds  that  have  a  4-  or  5-star  overall  Momil 

'  i-jvvoi'-  iiKers  access  to  575  4-siar  and  253  5-star  rated  lunds  out  ol  2,914  funds  as  of  9/3(W7  Morningstar  equity  kind  universe  includes  domestic  slock  funds  (which  included,  but  wer 
Ki  ■!";  '  incnme,  and  equity  income  objectives),  inlemational  stock  lunds,  and  specialty  funds  Morningstar  bond  lund  universe  includes  both  taxable  and  non-la.xable  bond  funds.  Mor 
-•  1  "  >  i,'i  n>  tsllecl  hisloncal  nsk-ad]usled  inrfomiance  as  of  9/30/97  The  ratings  are  subject  to  change  every  month  Morningstar  ratings  are  calculated  from  a  fund's  3-,  5-  and  10-year  av 
■.::iis  :n  •  •  ■  ,^  ol  90'day  Treasury  includiiif,  loads,  if  appropnate,  and  a  risk  factor  that  reflecls  perfonnance  below  the  90-day  Treasury  Of  all  funds  in  each  category,  107o  rate  5-siars  from  jj'      ^  : 
■     .  I  111- 1-  :     and  35%  rate  3-stars    All  lees  described  m  ihc  funds  prospectuses  still  apply  Fidelity  Brokerage  Sen-ices,  Inc  or  us  brokerage  affiliates  may  be  remunerated  for  prowdingcf  i-     ■  ■  - 


FIDELITY  FUNDSNETWORK:  FUNDS  FROM  OVER  300  COMPANIES,  INCLUDING  FIDELITY 


Now  you  can  control  all  your  mutual 
fund  investing,  in  one  convenient  account. 

With  FundsNetwork,  control  means 
choices.  You  have  access  to  over  800  four- 
and  hve-star  funds.'  And  only  with 
FundsNetwork  can  you  get  Fidelity  funds 
without  paying  a  transaction  fee."  This 
combination  of  choice  and  value  is  why 
SinartMoney  magazine  rated  Fidelity 
"#1  mutual  fund  provider.'" 
Control  also  means  convenience.  With  FundsNetwork,  you  can  access  your 
account  by  phone  or  online  24  hours  a  day 
And  (or  online  investors,  there's  Fund 


Fvaluator,  the  new  research  tool  that  lets  \'ou 
analyze  tunds  according  to  your  own  needs. 

To  get  started,  \asit  our  Web  site  or  call 
today  Soon,  you'll  experience  what  every 
investor  wants,  complete  control. 


Contact  us  for  FundScreens, 
a  list  of  highly  rated  funds, 
and  take  control  now. 


I"l  MKSCKKENS 


www.fidelity.com 


1-800-544-3025 


Fidelity 


Inuesiments  ® 


WHERE  12  MILLION  INVESTORS  PUT  THEIR  TRUST.' 


)lder  services  to  the  fund  families  For  more  information  on  tfie  FundsNetwork  program,  call  for  a  FmdiNelmrk  Pf  rformancf  Directory  "The  Best  and  Worst  Discount  Brokers,' 
397.  SmanMoney  is  a  registered  trademark  of  SmariUoncy,  a  joint  venture  of  Dow  Jones  &  Company,  Inc  and  the  Hearst  Corporation  and  SmanMoncy  is  not  affiliated  with 
:d  on  evaluation  of  21  discount  brokers  for  9  categories,  including  mutual  fund  offerings.  Mutual  fund  offerings  ranked  by  SmanMoncy  based  on  quantity  and  quality  of  funds 
trading  costs  through  various  electronic  services  Not  all  discount  brokers  surveyed  offered  mutual  funds  or  electronic  services  to  their  customers  Share  prices  and  returns 
istnbutors  Corporation  (General  Distribution  Agent  for  Fidelity  funds)  FundsNetwork  is  a  registered  trademark  of  FMR  Corp  and  a  service  provided  by  Fidelity  Brokerage 
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BOOMERS  WHO  DO  AND  DON'T 
BUY  DETROIT  CARS  

Your  Cover  Story  on  the  American 
auto  industry's  troubles  attracting 
younger  customers  was  an  accurate 
portrayal  of  my  generation's  total  dis- 
dain for  anything  emanating  from  the 
Motor  City  ("Can  Detroit  make  cars 
that  baby  boomers  like?"  Dec.  1). 

As  a  Camelot  baby  boomer,  I  paid 
attention  to  Detroit  throughout  the 
1960s  and  1970s.  The  muscle-car  years, 
perhaps  Detroit's  last  golden  age, 
created  a  huge  customer  base  when 
the  boomers  graduated  from  living 
room  Hot-Wheels  tracks  to  real 
asphalt.  We  all  matured  into  young 
adulthood  driving  used  Chevys,  Fords, 
and  Dodges,  which  seemed  to  run 
forever. 

Like  many  of  my  peers,  I  chose  a 
Chevy  (the  new  Cavalier)  right  off  the 
showroom  floor  as  my  first  new  car. 
The  original  Cavaliers  were  the  worst 
excuse  for  an  auto  since  the  Corvair- 
Pinto-Vega  era. 

My  1980s  Chevy  never  saw  the 
1990s.  I  just  pui'chased  my  second  Hon- 
da, and  I  still  drive  mv  1986  Subaru 


BusinessWeek 


«<i9»>THE««#«' 
FUTURE  OF  THE 

AMERICAN 


CAR 


WRONG  TURN 

"U.  S.  auto  makers 
don't  have  a  clue.  They 
are  still  producing  gas 
guzzlers  at  a  time  when 
petroleum  resources 
worldwide  continue 
to  dwindle" 


(with  over  129,000  miles  and  counting). 
Good  luck,  Detroit. 

Rich  Teplitsky 
St  rat  ham,  N.H. 

In  the  early  '70s,  when  the  fii-st  big 
wave  of  boomers  walked  into  dealer- 
ships, Deti'oit  failed  to  recognize  and  re- 
spond to  the  fact  that  half  of  them  were 
women.  The  positioning  of  the  controls 
and  the  seat  adjustability  were  designed 


CORRECTIONS  &  CLARIFICATION 

BUSINESS  WEEK  erred  in  writing  that  IBM  C 
man  Louis  V.  Gerstner  Jr.  cut  the  compa 
workforce  nearly  in  half  ("The  Questioi 
IBM:  Who's  second-in-charge  here?"  Nej 
Analysis  &  Commentary,  Dec.  8).  wj 
Gerstner  joined  IBM  in  1993,  the  com 
had  already  slashed  150,000  jobs  ov 
seven-year  period.  Gerstner  cut 
workforce  by  an  additional  35,000  job 


A  chart  in  "Laptop  lowdown"  ("Execu^f 
power  tools,"  Cover  Story,  Nov.  24)  A- 
tained  an  mcorrect  figure  on  the  amourc 
disk  storage  with  Apple  Computer  Ir 
PowerBook  G3  laptop  computer,  u 
machine  comes  with  a  b-gigabyte  h| 
disk. 

for  average-size  Ameiican  men.  T(| 
average-size  woman,  Ameiican  carl 
like  the  wi"ong-size  roller  skate. 

I  presume  that  Japanese  cars  ofel 
day  were  designed  to  accommoBi 
shorter  Asian  men.  For  women,  hmr 
were  a  better  fit  and  therefore  |L'; 
fim  to  drive.  : 
Louise  \i 
Pres: 

Atlantic  Conferences 
Upton,  P 

A  new  car  every  ( 
year  is  not  my  life  pii 
I  got  my  Mercmy  Sabl 
cause  it  had  more  ame 
and  tons  more  room 
my  Toyota  Camiy.  In 
tion,  a  good  supply  of 
ucts  meant  a  gTeat  de; 
Marsha  L.  Ke 
Scotts  Valley,  VBii 


U.S.  auto  makers  don't  have  aBJ-'fi 
They  are  still  producing  gas  guzzl 
sport-utility  vehicles  and  trucks- 
time  when  petroleum  resources  v. 
wide  continue  to  dwindle.  Anc 
quality  is  still  far  from  that  whi 
available  in  foreign  models,  Jap; 
and  European  alike. 

Is  it  any  wonder  that  we 


Business  Week 

A  Diviiioii  III  rlh' McGraw-Hill  ( jnniHDiic 


2^ 


DECEMBER  22,  1997  (ISSN  0007-7135)'**  3558 

I'ul.li-li.-.l  «  v<-klv.  I  .\cv|,t  l(.i'  ..rie  Wfi-k  in  .lamuwv  anil  ..ni-  m  August,  hv 
Tlir  MrUniw  HillCiimiiiinies.  Iiii-,  Founili-i- .himes  H.  Mdiniw  (IKfiil-l!l4S|. 
Kvi  i  iiliv...  Eillton:,!.  I  ■ireuliitinn.  :mil  Ailvi-itiMnK  Offices  The  Mellraw- 
lllll  Ccflili.inl.  -  l:iiil,lii,e.  ILJl.'l  Avriiiieiirilii-  Aiiu  rKM-.,  New  Y.irli.  N.Y. 

Illiai  Ti  I,  JIJ  .IJJiiiiii  Irl,  .   Ilciiii^iir  IJTii::'!,  lull  J  a.ul-'TIW!!. 

Sii'iKle  in|.ir'.  ,.ii,  l,,irk  i-.,ii!  - .  :>.",  Wiil,'  h.i  i.il,-  in  nilin  .  ..uiitnes. 
.Sulisn-iliiT  .Services.  I -.KII(|.li!:V I21III,  TIUl:  1 -Mlll-.'..j-l- l.')7'.l 
Poslinaster:  Send  adilrcss  changes  tu  BUSINB.SS  WEEK.  P.O.  Kux  4:», 
Hightslown,  .NJ.  OXi'iai.  PenodieaLs  postage  paid  at  New  Yiirk,  N.Y..  and 
at  jidditional  mailing  offices.  Postage  paid  at  Montreal.  P.Q.  Canada  Post 
Intem:itjonal  Publications  Mail  Product  Sales  Agreement  No.  24(>-IH4. 


KegisteiMl  lor  1  iST  iLsTlie  Mcl  li-.iw-Hill  ( ■oiiipanies.  Inc.  GST  «K1 
Co|).vnght  HOT  hy  Tlie  Mdlraw-HjII  Companies.  Inc.  All  rights  i-e: 
tie  registered  in  U.S.  Patent  Office.  Eurti[)ean  CuTulation  Center 
Hill  House.  M:udenhKul.  Berks.  England.  Telephone:  01l2«-2«:il;  Teli 

Olficei^  "f'l'lie  .M.CiMu-llill  Ci.iiinuu.s.  Inc.:. Joseph  L.  Dion 
and  1  liicf  I  .Mvulivc  (Ifrin  r:  ll:ii,,l,l  W  Mdiraw  Ill.Presid 
I  IpcLiliiic  I  itlu  ,., .  Krniii  ili  .M  ViUoi ,  Senior  Vice  President  anc 
Counsel:  Koi.eil  .1.  Bahash.  Executive  Vice  President  and  Chief 
Officer;  Frank  D.  Pengla.se.  Senior  Vice  President,  Treasury  Ol 
Michael  K.  Hehir.  President.  Information  Services  Gruup. 

PHOTOCOPY  PERMISSION  Where  necess:iry.  peniii-i 
by  the  copynght  owner  for  those  i  rui-i-  t  ed  w  it  ti  r  hr  (  oji^  n 
("'enter  (CCCl.  222  Roseuoi.l  |i,n..,  li.„iv,  j~..  MA  iillCl,  !o  i 
article  herein  for  thi-  tl;it  h  e  ,.1  .51  .sil  per  copy  of  e.ich  ,u  :ii 
ment  to  the  CCi  ■  '  no^,  [nc  lot  other  than  pel-sonal  or  ml  i  t 
use  without  e\pM  -  -  [tei  iiii-itin  of  The  McGraw-Hill  Coiii| 
prohibited.  Adtiie-s  iri|iii  -is  for  customized  bulk  reprint 
Week  Reprints.  I'.O,  Box  4,',7.  Hightstown.  N,I.  0>fi2ll.  or  c:ill 
ISSN  IHI07-7l:i.Wi)(>/$H..51l  PRINTED  IN  TH 


i~iF'LSS  WEEK  /  DECEMBER  2"'.  1997 


To  find  the  best  Internet  server  for  i/d 


INVESIMENT  PkOIECTION: 

Will]  a  powerful  Intel  processor  in  your 
server  voii  have  the  power  lo  hiindle 
lodax's  and  tomorrow's  uppliailions. 


SlM.lN(.  On   I  III    Nl  \  :  I  ht  tnh'l  I'cniiHin  II  prmcMir- 
hased  server  ean  help  voii  attraet  new  customers,  stand  apart 
from  the  competition,  and  expand  into  new  markets  with  a 
virtual  .storefront  open  24  lunirs  a  duv 


When  you're  buying  an 
-^\'V*'    Internet  server,  make  sure 
it  has  the  Pentium"  II 
processor  inside. 
With  a  Pentium  II  processor-based  server, 
you  have  access  to  a  wealth  of  software 
available  for  both  desktops  and  servers. 
Which  means  you  have  the  capability  to 
manage  your  day-to-day  business  and  host 
a  rich,  interactive  storefront  on  the  Web. 
So  you  can  attract  the  millions  of  customers 
already  searching  the  Web  for  products 
and  services.  The  result'.'  You  do  more 
business,  and  yoin^  business  grows. 

The  Pentium  II  processor  is  at  the 
heart  of  powerful  one-  and  two-processor 
servers,  giving  you  the  performance  head- 
room lo  protect  your  server  investment 
longer  And  because  it's  from  Intel,  you're 
assured  you're  getting  the  highest  quality 
microproces,sor  available. 

So  look  for  the  Intel  Inside"  logo  on  your 
next  server  and  visit  us  on  the  Web  to  find 
out  more.    ►  www.intel.com/business/small  | 


iny 

The  Computer  Inside." 


©  IW?  Intel  Curporjiion  BunnvPcnplc'*'  (;ti.i[di.ii.T  liailemark  and 
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boomers  choose  to  buy  the  cars  we  do? 

Rick  Mende 
Lewisville,  N.C. 

The  real  story  is  that  nothing  has 
changed  in  Detroit:  The  old  arrogance 
is  alive,  well — and  in  complete  control. 
My  Mercury  Sable  was  delivered  with 
defective  motor  mounts;  it  is  now  on  its 
fourth  set  at  more  than  $250  per  set. 

Further,  aftei-  two  tries  and  $200,  I 
have  given  up  on  having  my  local  deal- 
er replace  a  $12  interior  trim  piece. 

David  W.  Harlowe 
Tarzana,  Calif. 

I  switched  from  European  cars  to 
American  cars  in  1991,  buying  one  by 
Chrysler  and  one  by  Ford,  and  I 
wound  up  with  two  limes — not  quite 
lemons,  but  nothing  to  write  home 
about  either.  Next  time,  Fll  give  a 
Japanese  car  a  try. 

Alan  Meisel 
Pittsburgh 

We  bought  our  second  Ford  Escort 
because  we  wanted  trouble-free,  eco- 
nomical transportation,  and  it  delivered 
that.  It  has  as  much  pizzazz  as  any 
previous  U.  S.-made  car  we've  owned. 
But  even  to  this  72-year-old,  the  car's 
all-gi-ay  driver's  compartment  gives  the 
feeling  of  sitting  inside  a  fully  instru- 
mented egg  carton.  Perhaps  this  is 
Ford's  way  of  telling  me,  "You  cheap- 
skate! You  should' ve  bought  a  Taurus." 

Finn  Molvig 
Paradise,  Calif. 

ELK  HILLS  IS  NOT 

A  STRATEGIC  OIL  RESERVE 

The  article  "The  new  economics  of 
oil"  (Cover  Story,  Nov.  8)  makes  sev- 
eral excellent  points  regarding  the  ben- 
eficial impacts  of  new  technology  on  oil 
production.  However,  the  authors  link 
the  U.  S.  government's  pending  sale  of 
the  Elk  Hills  Naval  Petroleum  Reserve 
to  the  reduction  in  strategic  reserves 
by  Western  nations.  The  twf)  are  not 
related. 

Thi-  Klk  Hills  field  no  longer  fulfills  a 
stratei'M  j^urpose.  The  Clinton  Admin- 
istratioii  successfully  persuaded  Con- 
gress Ut  authorize  divestiture  of  the 
govei-iuiienl's  share  of  the  Elk  Hills 
field.  The  U.S.  now  holds  its  emer- 
gency oil  in-  -^ntory  in  the  Strategic 
Petroleum  Reserve,  along  the  Texas 
ai'd  Louisiana  Gulf  Coast. 

ifortunately,  in  the  past  two  years, 
abc  t  28  nillion  barrels  of  Strategic 
Peti  leum  Reserve  stocks  have  been 
sold,  inostly  to  raise  Govei  iiment  rev- 


enues. The  Adrhinistration  has  urged  a 
halt  to  such  sales,  but  Congi-ess  has 
ordei'ed  another  nonemergency  sale  for 
fiscal  year  1998.  With  U.  S.  oil  imports 
rising — along  with  tensions  in  the  Mid- 
dle East — we  cannot  afford  a  false 
sense  of  security.  For  that  reason  alone, 
we  should  stop  selling  oil  from  the 
Strategic  Petroleum  Reserve. 

Federico  Pefia 
Energy  Secretary 
Washington 

MOUNTAINTOP  MINES  MUST 
FOLLOW  STRICT  RULES  

"Strip-mining  on  steroids"  (Environ- 
ment, Nov.  17),  about  West  Virginia's 
coal-mining  business,  left  the  inaccu- 
rate impression  that  mountaintop  min- 
ing is  not  subject  to  environmental 
regulation. 

The  federal  surface-mining  law  con- 
tains explicit  and  detailed  provisions 
for  mountaintop  operations.  West  Vir- 
ginia's regulations  not  only  mirror  the 
fedei'al  rules;  in  some  cases,  they  con- 
tain more  stringent  requu'ements.  After 
mining,  the  law  requires  land  restora- 
tion to  eithei-  pre-mining  or  better  uses. 
The  industry  has  reclaimed  millions  of 
acres  to  agriculture,  forestry,  wildlife 
habitats,  schools,  housing,  and  recre- 
ational lands. 

Richard  L.  Lawson 
President  and  CEO 
National  Mining  Assn. 

Washington 

A  FORMER  CHIEF  KNOCKS 
THE  AMERICAN  HEART  ASSN. 

As  the  retired  ceo  of  the  American 
Heart  Assn.,  I  congratulate  Paul  Rae- 
burn  for  his  commentary  "The  heart 
association  is  selling  its  soul"  (Science 
&  Technology,  Nov.  24).  Since  the 
founding  of  the  American  Heart  Assn. 
as  a  voluntary  health  agency  in  1949, 
the  red  heart  logo  has  been  the  symbol 
of  its  integrity,  honesty,  and  character. 
Those  characteristics  were  the  result  of 
a  strict  policy  prohibiting  endorsing 
any  product  or  service. 

That  policy  now  appears  to  be 
steadily  compromised.  The  public  has 
generously  supported  the  American 
Heart  Assn.  with  financial  contribu- 
tions and  volunteer  service.  In  turn,  it 
expects  honest  answers  for  help  in  the 
fight  against  heart  disease  and  stroke. 
It  would  be  the  worst  kind  of  disaster 
to  have  that  same  public  now  feel  it  is 
being  misled. 

William  W.  Moore 
Dallas 


MAKING  SENSE 

OF  THE  CHAOS  IN  ASIA 


i 


I  am  writing  to  applaud  Bmce  Nis- 
baiun's  commentary  on  the  current  stt 
of  the  Asian  crisis  ("Asia's  crisis:  he 
cold  war's  final  legacy,"  Internati(^i 
Business,  Dec.  1).  Nussbaum  brings  tjri 
insight  to  this  situation  through  the  Ja: 
of  woiid  history  since  Worid  War  II.\t 
the  proprietor  of  an  inter-national  cjc- 
modity  business  who  witnesses  reir- 
berations  of  the  r-ecent  Pacific  Rim  rrjk 
down  every  day,  I  thought  Nussbaiis 
comments  encapsulated  the  situam 
completely  and  concisely.  I  have  rec»- 
mended  it  to  friends  and  business  aac^ 
dates  as  a  perfect  description  of  whta? 
happening  in  that  region  and  why. 

Andrew  He\ 
Presic 
Hewson  Me 
New 
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ing  Story  of  the  Undersea  Crossing  of  the  English  Channel 

etherston 
)4pp .  $35 


10NEY  PIT 

LLED  THE  CHUNNEL 


matter  how  often  you  ride  the 
ain  between  London  and  Paris, 
)u  can't  help  feeling  a  certain 
?n  it  plunges  into  that  black 
ide  the  English  Channel  and 
eneath  30  miles  of  sea,  to 
Lewis  Carroll-style,  in  a  strik- 
Terent  country.  The  Channel 
1  use  for  the  past  three  years, 

mankind's  most  stii-ring  feats, 
lately,  the  Chunnel  is  also  a 
at  to  misguided  and  misman- 
'estment — a  financially  disas- 
)e  dream  that  probably  should 
n  left  to  the  fantasies  of  youth- 
rs  of  Popular  Mechanics. 

you  beheve,  in  fact,  that  this 
;  American  magazine  is  indi- 
sponsible  for  the  Chunnel's  con- 
?  In  1956,  the  French  wife  of  a 
lected  young  American  lawyer, 
avidson,  suffered  a  nasty  bout 
ekness  on  a  Channel  ferry. 
1  remembered  a  Popular  Me- 
irticle  he  had  read  at  age  12  on 
sntury  tunneling  attempt.  Re- 
le  idea  became  his  passion.  A 
oup  he  fonned  of  representa- 
)m  heavyweight  construction 
;s  and  finance  houses  became 
spark,  filing  up  Franco-British 
in  a  tunnel. 

one  of  the  fascinating  anec- 

The  Chunnel,  an  impressive 
'  Newsday  business  journalist 
:therston  of  how  Eui-ope's  most 
e  constniction  project  came  to 
I  story  of  bungling,  miscalcula- 

dreadful  management,  a  mess 
le  than  the  negative  press  of 

indicated.  Through  interviews 
builders  and  managers  of  the 

Fetherston  reconstructs  the 
1  of  ill  will  between  the  tunnel's 
Eurotunnel — and  the  consor- 
10  construction  companies  that 

unnel  is  Fetherston's  villain. 


though  he  is  a  bit  too  discreet  to  say  so. 
Its  inexperienced  managers  second- 
guess  the  construction  experts  and  de- 
mand changes  they  won't  pay  for.  They 
manipulate  public  opinion,  tnimpeting 
minor  successes  and  suppressing  bad 
news  in  a  way  that  seems  unethical — to 
say  the  least — for  officers  of  a  pubhcly 
traded  company.  Eurotunnel's  share- 
holders, for  example,  are  kept  in  the 
dark  when  an  expensive  tunneling  ma- 
chine accidentally  falls  into  a  hole  and 
must  be  cut  up  for  scrap. 

Fetherston,  educated  in 
physics  and  geology,  knows 
his  undersea  chalk  strata. 
He  provides  a  deep  look 
into  the  arcane  art  of  tun- 
neling. And  art  it  clearly  is, 
even  at  this  sophisticated 
level.  When  the  British  and 
French  tunnelers  ap- 
proached each  other  for 
their  mid-Channel  hookuj) — 
involving  a  made-for-TV  un- 
derwater handshake  that 
added  $5  million  in  unnec- 
essary costs — engineers  were  biting 
their  nails  until  the  last  moment,  un- 
certain whether  the  teams  would  meet 
at  the  right  spot. 

A  mere  8,300  years  ago,  no  one 
dreamed  of  a  tunnel,  because  the  Chan- 
nel didn't  exist.  Early  Europeans  wan- 
dered on  foot  between  England  and 
Holland.  The  North  Sea  gradually 
flowed  in,  but  it  didn't  cover  much:  If 
the  Eiffel  Tower  were  plopped  today  in 
the  deepest  water  between  Calais  and 
Dover,  Fetherston  informs  us,  three- 
quarters  of  it  would  protrude.  Choppy 
waters  run  shallow,  it  seems. 

Tunneling  schemes  date  back  to  at 
least  171.5.  Teams  actually  began  dig- 
ging in  the  1870s,  cutting  a  mile  of  tun- 
nel on  the  French  side  and  a  bit  more 
on  the  British  side.  But  Britons'  feai's  of 
losing  their  national  moat,  as  Shake- 


speare termed  it,  stopped  the  diggers 
every  time.  During  a  British  War  Dept. 
inquiiy  on  a  timnel  in  1881,  a  lieutenant- 
general  declared  that  "a  couple  of  thou- 
sand [Continental  soldiers]  dressed  as 
ordinary  passengers"  could  launch  an 
invasion  via  tunnel  train.  They  could 
even  wear  theii"  uniforms,  he  suggested, 
if  they  pulled  down  the  blinds. 

Just  why  i-ugged  nationalist  Margaret 
Thatcher,  of  all  people,  let  down 
Britain's  guard  is  an  issue  Fetherston 
neglects.  Most  of  her  advisers  were  "ei- 
ther hostile  or  indifferent  to  the  whole 
idea  of  a  hnk,"  he  says.  Thatcher  prob- 
ably saw  the  tunnel  as  a  painless  way  to 
build  "European"  credentials.  Also,  she 
clearly  liked  the  project  as  a  demon- 
stration of  private  initiative,  since  all 
funding  was  (and  still  is)  nongovern- 
mental. As  for  the  French,  their  goal 
was  not  better  transportation  but  job 
creation  in  depressed  northern  France. 

Thatcher,  as  priestess  of  self-reliance, 
wanted  a  tunnel  that  motorists  could 
drive  tlii'ough  instead  of  the 
piggyback  train  version.  The 
grandeur-minded  French 
didn't  want  a  tunnel  at  all; 
they  fancied  a  giant  bridge, 
a  far  more  impressive  mon- 
ument. The  final  scheme 
pleased  hardly  anyone. 

The  completed  Chunnel 
hasn't  pleased  its  builders 
or  backers  much,  either. 
Constniction  companies  lost 
more  than  $1  billion  on  the 
project.  Since  the  tunnel's 
opening,  it  has  produced  a  $3.2  billion 
operating  loss  for  Eiu'otunnel.  Eurotun- 
nel narrowly  escaped  bankruptcy  last 
month,  when  its  creditor  banks — after 
two  years  of  tough  negotiations — finally 
agreed  to  restructure  $14.8  billion  in 
debt  and  accept  45%  of  Eurotunnel's 
equity  for  part  of  it.  Thousands  of  small 
investors  who  bought  its  stock  are  un- 
likely to  break  even  for  many  years. 
The  shares  have  fallen  90%  since"  1989. 

It's  hard  to  escape  the  conclusion  that 
this  project  never  should  have  been  be- 
gun. Planes  and  fenies  canied  the  traf- 
fic just  fine.  Still,  the  pubhc  can  thank 
the  builders  for  creating  a  relaxed,  civ- 
ilized way  to  travel.  Personally,  I 
wouldn't  make  the  trip  any  other  way. 

by'stewart  toy 

Toy  is  BUSINESS  week's  former  Paris 
bureau  chief. 


HE  TUNNEL,  UNDENIABLY  A  STIRRING  FEAT,  IS 
.80  A  MONUMENT  TO  MISGUIDED  INVESTMENT 
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lip  a  switch,  the  |uice  is  there.  Most  people 
-  think  about  the  huge  infrastructure  underlying 
the  simplest  electrical  appliance.  We  think 
t  it  all  the  time.  Power  generation,  power 
mission,  power  distribution  and  control. 


Any  form  of  energy,  any  service  need.  The  breadth 
and  depth  of  our  energy  solutions,  across  the  board, 
IS  unmatched.  So  if  much  of  the  world  takes  its 
electrical  power  for  granted,  that's  fine  with  us. 
It  shows  we're  doing  our  job. 

We're  Siemens.  We  can  do  that. 


www  Siemens  com    ©Siemens  Corporation  1997 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROIVI  

GOT  A  GRAND? 
YOU'RE  GOLDEN 


Today's  low-end 
machines  have  more 
than  enough  power 
for  most  users 

What  do  computer 
buyers  know  that 
manufacturers  wish 
they  didn't?  While  makers 
ai'e  pushing  to  sell  $2,500-plus 
systems  that  feature  the 
fastest  processors  and  all  the 
latest  bells  and  whistles,  con- 
sumers ai'e  flocking  to  $1,000- 
and-under  machines.  Com- 
puter Intelligence,  the  mai'ket 
research  arm  of  Ziff-Davis 
Publishing,  reports  that  the 
average  retail  price  of  a  com- 
puter in  August  was  $1,341, 
the  lowest  in  four  years. 

Since  personal  computers 
hit  the  market  in  the 
late  1970s,  the  rule  of 
thumb  has  been  that 
you  had  to  spend  $2,500 
to  get  a  tnily  usable  sys- 
tem. And  for  years,  I've  rec- 
ommended that  buyers  stick 
close  to  technology's  leading 
edge  to  guarantee  a  useful 
life  for  their  computer  in- 
vestment. That's  because,  un- 
til recently,  it  took  a  comput- 
er with  near  state-of-the-art 
technology  to  nm  applications 
as  mundane  as  Microsoft  Of- 
fice efficiently. 

WHAT'S   THE   RUSH?  In  the 

past  year,  however,  process- 
ing power  has  grown  faster 
than  ways  to  use  it.  And 
there  are  no  big,  resource- 
gobbliiii>-  breakthroughs  on 
the  software  horizon:  Win- 
dows 98,  due  next  year, 
should  run  comfortably  on 
any  machine  tJiat  can  handle 
Win95  and  IntejTiet  Explorer 
4.0.  No  new  versions  of 
browsers  or  offici  -uites  are 
on  tap. 


So  if  you  mainly  nm  typi- 
cal home  and  business  appli- 
cations— word  processing, 
personal  finance.  E-mail,  Web 
browsing,  and  kids'  games — 
just  about  any  computer  on 
the  market  will  do.  The  slow- 
est Pentium  now  offered  in 
desktops,  the  166-Mhz  mmx, 
is  faster  than  the  speediest 
Pentium  available  a  yeai'  ago. 


INSIDE  THE  $999 
IBM  APTIVAE16 

PROCESSOR  K6  156  Mhz* 
MEMORY  16  MB 
HARD  DRIVE  2.1  GB 
MODEM  K56flex 

DATA:  IBM 

It  may  take  a  few  seconds 
longer  to  launch  Microsoft 
Word  with  the  166  than  with 
a  300-Mhz  Pentium  II,  but 
who  is  in  such  desperate 
haste? 

Of  course,  there  are  peo- 
ple who  should  buy  high-end 
systems.  You'll  want  all  the 
system  you  can  get  if  you  do 
a  lot  of  image  processing, 
such  as  photo  or  video  edit- 


ing, heavy-duty  number 
crunching,  progi'amming,  or, 
above  all,  if  you're  a  fan  of 
arcade-style  games. 

For  the  rest  of  us,  a  com- 
puter such  as  the  $999  ibm 
Aptiva  E16  is  more  than 
enough.  Its  processor,  equiv- 
alent to  a  166-Mhz  mmx  Pen- 
tium, was  designed  by  Ad- 
vanced Micro  Devices  rather 
than  Intel.  I've  heard  of  no 
compatibility  problems  with 
the  Pentium  clones  from  AMD 
or  Cyrix,  which  are  captur- 
ing much  of  the  low-end  mai'- 
ket.  Unlike  many  bargain 
computers,  the  Aptiva  fea- 
tures both  ample  expansion 
room  and  256  kilobytes  of 
special  performance-enhanc- 
ing memory  called  L2  cache. 
BIG  SCREEN.  What  can  you 
do  with  the  $1,000  or  so 
you'll  save  by  avoiding  that 
high-end  computer?  Before 
you  even  leave  the  store, 
you'll  want  to  spend  about 
$100  to  upgrade  the  ram 
from  16  megabytes  to  32, 
which  will  buy  you  more  per- 
formance than  a  faster 
processor  would. 

Then,  get  the  biggest  and 
best  monitor  youi*  budget  can 
handle.  It  may  seem  absurd 
to  put  a  $700  monitor  on  an 
$800  computer,  but  that's  my 
recommendation.  A  good  17- 
inch  monitor  (which  usually 
has  about  a  15.5-inch  view- 
ing area,  measured  diagonal- 
ly) will  give  you  a  27%  big- 
ger screen  than  a  15-inch. 
Besides,  monitor  technology 
changes  relatively  slowly,  and 
if  you  do  decide  to  upgi-ade 
yoiu"  PC,  you  can  always  keep 
the  monitor. 

The  main  argument  used 
in  favor  of  buying  the  fastest 
computer  available  is  that 
your  needs  will  change,  and 
you'll  want  the  extra  power 
later.  But  if  a  Ford  Taurus 
suits  you,  you  don't  buy  a 
Porsche  911  because  you 
might  want  to  race  someday. 
Buy  what  you  need  now.  If 
your  requirements  change  in 
a  year  or  two,  you  can  get 
the  power  you'll  need  then 
for  much  less  than  you'd  pay 
today. 


BULLETIN  BOAR 


CD-ROMS 
DINOSAUR  UPGRADES 

Do  you  have  an  aging  lapti 
that's  adequate  for  most  u»s 
but  needs  a  cd-rom,  especi;>\ 
to  load  software?  The  Baci 
pack  Bantam  from  Micro 
Solutions  (800  890-7227  c 
815  756-3411)  may  be  for 
you.  The  Bantam  is  an  extf 
nal  CD-ROM  drive  that  insta; 


easily  on  a  laptop  running 
version  of  Windows.  The  cc 
nection,  through  a  printer 
port,  slows  things  down,  b 
only  on  some  action  game: 
will  you  notice.  It  comes  in 
two  models,  a  basic  $299 
sion  and  a  $349  model  the 
upgrades  Win95  laptops  tt 
lack  built-in  sound  system 


SOFTWARE 
MAPS  OF  THE  WORLD 

Atlases  are  among  my  fav( 
books,  and  I've  never  warn 
much  to  electronic  version 
But  the  Rand  McNally  Nev^ 
Millennium  World  Atlas  for 
Windows  95  and  nt  is  a  bi{ 
improvement.  It  lacks  the 
visual  appeal  of  a  print  at! 
but  offers  an  impressive 
amount  of  information  at 
$50  price.  One  advantage 
the  ease  with  which  you  Cc 
find  a  place  simply  by  picki 
Its  name  from  a  list  of  1.6 
million  possibilities.  Anoth 
is  the  ability  to  switch 
instantly  among  a  variety! 
map  types,  such  as  physic 
and  political,  and  easily 
change  the  level  of  detail.  i« 
atlas  also  has  detailed  strt 
maps  of  65  major  cities.  . 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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SEEMS  OUR  MOST  ORIGINAL  IDEAS 


\RE 


RECYCLED 


1  u  e  r  s  ky,  greener  grass,  cleaner  air.  These  are  elements  iv  e  see  in  the  vehicles 
e're  developing  at  FORD  MOTOR  COMPANY.  Like  the  Synthesis  2010.  A  car 
hose  h  0  dy  is  made  oj  1 0  0  '^o  RECYCLABLE  aluminum.  Which  is  just  as  strong 
s  steel,  yet  gentler  on  the  gas  pump.  Today,  Ford  is  an  industry  LEADER  in 
lummumjabri  cation  and  RECYCLED  plastics.  It's  all  part  oJ  our  continuing 
(fort  to  build  ENVIRONMENTALLY  RESPONSIBLE  cars  that  combine  even 
e  1 1  e  r  Ju  el  e  c  o  n  o  my  and  HIGH  R  E  C  Y  C  L  A  B  I  L  I  T  Y.  We  believe  this  visionary 
kinking,  powered  by  the  latest  technology,  will  make  cars  and  trucks  safe  on 
he   road   and   the   ENVIRONMENT.    Which   has   always   been   our   original  idea. 


ORD    Automotive  Operation 


Ford    Financial    StRvicEb  Group 


A  L  I  T  Y     IS     JOB  1 


ir  more  inlormation.  coTiiaLt  u\  on  the  Inrcrncl  at  hitp  //n  un  forJ 


cc 


Don't  let  the 


:.i.eir 


Market's  day-to-day 


UPS  AND  DOWNS 


distract  you  from  what 

YOU  WANT  TO  ACCOMPLISH 

over  the  years.'' 


:  1 


les  Schwab  on  the  value  of  perspective 


'erf  investor  knows,  the 
irket  on  any  given  day  can 
'edictable.  It  can  reach 
nary  highs,  which  can  be 
■  great  celebration.  Or  it 
ip   dramatically,  causing 


its  long-term  trend  has  been  histor- 
ically upward.  And  we're  not  just 
talking  about  since  1929.  Our 
historical  data  goes  all  the  way 
back  to  1802.^  Surely  the  activity  of 
the  Market  on  any  given  day  pales  m 


TUAL  FUND 


rrf 


To  receive  a  free  copy  oj  our  Mutual  Fund  Select  List,' 
visit  one  of  our  260  branches  nationwide  or  call: 

1-800-5-NO-LOAD 


md  doubt  among  investors 
their  fortunes  to  the 
daily  moves. 

we  at  Schwab  understand 
tation  to  follow  the  Market 
ly,  we  prefer  to  take  a  long- 
orical  view  of  its  progress. 


comparison  to  a  195-year  vaew  of  it. 

So  what's  an  easy  way  to  invest 
m  the  Market?  For  many  investors, 
the  answer  is  no-load  mutual  funds. 
Schwab  makes  more  than  800  of 
them  available  throus;h  our  Mutual 
Fund  OneSource  "  senice.  Along  wnlh 


recommend    that   our       an  extraordinary  range  of  tools, 


;  do  the  same. 

low,  for  example,  that  over 

e  U.S.  Stock  Market  has 


guides  and  personal  interaction 
designed  to  make  it  possible  lor  you 
to  identify  funds  that  can  help  sup- 
rmed  many  other  kinds  of  port  your  long-term  financial  goals, 
nts,  including  bonds,  CDs  No,  past  performance  does  not 

guarantee  tuture  results. 


S.  government 
'We  also  know 
le  the  Market 
ip  and  down, 


OneSource 


[FROM    S  C:  H  W  .-^  B  | 

Look  j 01  l/iLs  svftihol  vv/ifn 
cvcihiating  muuial  luinh. 


But  It  serves  to  put  day- 
to-day  ups  and  downs 
into  perspective. 


Historically 
High-Performing  Funds 
Available  Through 
Schwab 


Chans  represent  growth  of  a  hypothetical 

$10,000  investment  over  a 
midtiyear  period  ending  9130197.  Assumes 
re/nvesmient  of  capital  gains  and  income. 


American  Century 
Income  &  Growth 


Value  ii/im-estmeTit;  $26,740 
Average  annua/  returns  (as  of  9/30/97): 
J  year  +  4i.l 6%    5  year +21. 74% 
Since  inception  (12117190)  +  21.46% 


Wasatch  Growth 


Value  of  mwstment.-  $27,705 
Average  annua/  returns  (as  of  9/30/97) : 
/  year  +  }7.5H%    5  7ear  +  22.60% 
10  year  +  13  05% 


SCUDDER 

Growth  &  Income 


Value  of  ini'estment,  $25,974 
Ai'erage  annua/  returns  (as  of  9liOI97)  : 
I  year  +  40.48%    5  year  +  21.05% 
10  year  +  14.74% 


Founders  Growth 


Value  of  investment:  $30,460 
Average  annual  returns  (as  of  9/30/97): 
/  vcoT  +  3/  .46%    5  year  +  24.95% 
10  year  +  15.81% 


schwab.com 


Charles  Schwab 


1  containing  more  complete  intormation  including  management  Ices,  charges  and  expenses  are  available  from  Schwab.  Please  read  the  prospectuses 
ore  investing.  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  "Stocks  are  subject  to  greater  volatihty  than  other  investments. 
ioiig  Rt'ti  by  Jeremy  Siegel,  ©1994  McGraw-Hill  Companies.  ©1997  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (12/97) 


Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


THE  ASIAN  CRISIS  PROVES 
INDUSTRIAL  POLICY  DOESN'T  PAY 


■ie5 


ai 


HANDS-ON: 

Government 
allocation  of 
resources 
replaces  the 
impartial 
market 
with  crony 
capitalism. 
The  result? 
Disaster 


Paul  Craig  Rober>\  is  John  M  Olin 
Fellow  at  the  Institute  lor  Politiral 
Economy  in  Washington,  D,C.,  and 
Research  Fellow  at  The  Independent 
Institute  111  Oakland,  Calif. 


Wlio  can  foi'get  the  numerous  econo- 
mists and  pundits  who  assured  us 
throughout  the  12  years  of  the  Rea- 
gan and  Bush  Administrations  that  Reagan's 
"poHtics  of  gi'eed"  had  ruined  the  U.  S.  econ- 
omy? The  legacy  of  greed  was  said  to  be 
"twin  deficits"  of  trade  and  the  budget.  And 
these  deficits  were  supposed  to  have  dein- 
dustrialized  our  economy  and  guaranteed  that 
what  remained  would  be  owTied  by  the  Japan- 
ese. To  his  critics.  President  Reagan's  wTong- 
headedness  did  not  stop  with  tax  reductions. 
He  trasted  too  much  in  markets  and  refused 
to  acknowledge  that  capitalism  was  fatally 
flawed  when  it  came  to  trade,  investment, 
and  currency. 

The  model  of  success  was  alleged  to  be 
the  industrial  policy  and  managed  capitalism 
of  Japan  and  the  Asian  Tigers.  Industrial  pol- 
icy was  believed  to  be  superior  to  capital- 
ism, because  it  took  into  account  the  social  as- 
pects of  investment.  A  greater  good  for  a 
gi'eater  number  would  prevail  ovei'  individual 
interests.  Instead  of  businesses  making  in- 
vestments based  on  anticipated  profits  (gi'eed), 
government  wise  men  would  consider  soci- 
ety's wider  interests.  Only  investments  that 
best  served  national  interests  would  be  ap- 
proved for  an  allocation  of  scarce  capital. 

The  protagonists  of  industrial  policy  are 
chastened  to  find  that  the  Asian  countries 
that  they  expected  to  own  the  U.  S.  economy 
by  1997  are  instead  looking  to  Washington 
for  a  bailout.  From  Japan  and  South  Korea  to 
the  Philippines  and  Thailand,  industrial  policy 
fostered  appalling  investment,  banking,  and 
monetary  practices. 

COZY  RELATIONSHIPS.  Reagan's  critics  thought 
that  capitalism  fostered  gi'eed  and,  therefore, 
was  corrupt.  They  did  not  understand  that 
the  political  allocation  of  capital  was  the  real 
soiu-ce  of  comiption.  Industrial  policy  replaces 
the  impartial  market  v\ith  crony  capitalism,  in 
which  cozy  relationships  to  government  de- 
termine financing.  Since  these  cozy  ties  are 
kept  cemented  with  payoffs  and  kickbacks, 
the  result  is  coniiption  in  politics  as  well  as 
capital  markets. 

Industrial  policy  prevents  capitalism  from 
weeding  out  failures.  Banks  unprotected  by 
cozy  relationships  cannot  keep  bad  loans  on 
their  books.  Under  capitalism,  crises  are  re- 
solved daily  on  an  individual  basis.  Under  in- 
dustrial policy,  crises  are  papered  over  They 
mount  until  the  cun-ency  itself  cracks.  Then 


all  the  bad  loans  come  home  simultaneo 
The  U.  S.  government  and  the  Internatifii 
Monetary  Fund  have  to  step  in  with  bailat.- 
to  provide  the  hquidity  that  places  a  oc: 
under  the  downward  adjustments.  ii 

It  has  to  be  gaUing  to  Reagan's  critics 
amid  the  financial  rubble  of  Asia,  only  F| 
Kong — with  no  industrial  policy,  no  man; 
trade  policy,  antl  no  fine-tuned  currencj-i- 
still  standing.  How  can  an  economy  solf- 
void  of  the  discretionary  judgment  of  ist 
men  be  the  only  survivor  of  the  finaijiai 
tsunami?  Why  were  speculators  able  to  bii.c 
down  every  Asian  currency  except  the  tine 
Kong  dollar? 

WINNING  THE  DEBATE.  We  have  seen  iiaii 
before — in  the  Latin  American  crisis  seiefi 
by  Mexico's  peso  devaluation.  The  speda- 
tors  ran  through  the  currencies  until  iiev 
hit  Ai-gentina.  There  they  floundered.  t| 
Kong  and  Argentina  decided  to  forgo 
vaunted  flexibility  of  a  managed  cuirencyi 
an  active  monetary  policy  for  an  inflej| 
ciurency  board  and  an  exchange  rate  fixi 
the  U.  S.  dollar.  Their  currencies  are  bail 
by  100%  U.  S.  dollar  reserves,  which  pro 
them  from  speculative  attacks. 

Johns  Hopkins  University  gum  Stevi 
Hanke  is  the  victor  in  the  cmrency  deba1| 
the  1990s.  Other  economists  thought 
emerging  economies  would  be  strength(| 
by  the  flexibility  of  a  managed  monetaiy 
tem.  Hanke,  however,  predicted  that  tlj 
attributes  would  be  an  Achilles'  heel.  Di 
tion  creates  vast  room  for  human  error 
cozy  dealings. 

The  20th  century's  naive  faith  in  the 
ty  of  government  to  manage  the  econ 
and  the  wider  society  can  no  longer  be  ji| 
fled.  It  is  past  time  for  the  lessons  of  pu| 
sector  failure  to  be  learned.  Effective 
nomic  institutions  minimize  the  scope 
political  decisions  that  determine  the  alloaj 
of  resources  and  economic  rewards. 

Economists  know  this,  but  a  conflict  ofB 
terest  prevents  many  from  acknowledginfit 
For  the  past  half  eentmy,  they  have  pockfl- 
large  fees  fi'om  devising  policies  for  acti|i 
governments  and  predicting  the  consequeSff 
for  private  businesses.  Although  not  as  * 
rupt  as  the  plaintiffs"  bar,  economists  ha 
vested  interest  in  emphasizing  the  shortc 
ings  of  markets  and  the  benefits  of  dis 
tionary  policy.  This  makes  them  unreli 
arbiters  of  policy  debates. 
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annesmann  Report  -  January  to  September  1997 


lannesmann:  Stronger  portfolio, 
igh  investments,  improved  result 


II  sectors  contribute  to  earnings 
nprovement 

5  percent  increase  in  both  orders 

jceived  and  sales 

jlecommunications  expands  both 

t  home  and  abroad 

ood  prospects  for  the  year-end 

;sults 

nesmann  substantially  improved  its  result 
dinary  activities  thanks  to  strong  growth 
in  orders  received  and  sales.  All  sectors 
■ibuted  to  the  positive  earnings  develop- 
t,  Mannesmann  expects  that  the  year-end 
t  for  1997  will  be  significantly  up  on  the 
)  showing.  Expectations  regarding  a  sub- 
:ial  profit  improvement  for  Engineering 
a  further  increase  in  profit  for  Automotive 
lin  unchanged.  The  profit  contribution  from 
:ommunications  will  increase  due  to  further 
'th  recorded  at  Mannesmann  Mobilfunk. 
s  &  Trading  will  achieve  a  clear  turn- 
nd, 

rs  received  by  September  increased  1 5 
3nt  to  $  1 7.6  billion.  Contributions  to  the 
ovement  came  from  all  sectors,  Automo- 
Telecommunications,  and  Tubes  &  Trading 
ng  with  two-digit  growth  rates. 

gn  business  also  rose  1 5  percent  to  $  1 5.5 
n.  As  with  orders  received,  the  improve- 
t  was  brought  about  by  all  sectors,  with 
cularly  marked  growth  being  recorded  in 
;ommunications.  Telecommunications  sales 
ased  60  percent  to  $  2.7  billion. 

St  under  $  2.8  billion,  investments  reached 
ord  high,  mainly  due  to  strong  expansion 
annesmann  Telecommunications.  The 
ber  of  employees  increased  by  5  percent. 


engineering 
automotive 
telecommunications 
tubes  &  trading 


Stronger  portfolio 

In  early  September,  Mannesmann  and  Olivetti 
reached  an  agreement  concerning  the  forma- 
tion of  a  joint  venture  on  the  Italian  telecom- 
munications market.  Olivetti  will  contribute  its 
controlling  interest  in  the  mobile  service  provi- 
der Omnitel  and  in  the  fixed  network  company 
Infostrada. 

September  saw  the  closing  of  the  contracts 
between  Mannesmann  and  Cegetel.  Cegetel's 
mobile  service  company,  SFR,  is  continuing  its 
successful  development. 

In  October,  Mannesmann  VDO  and  Philips 
reached  an  agreement  under  which  Mannes- 
mann VDO  will  acquire  a  65  percent  stake  in 
Philips  Car  Systems  (PCS).  The  combination  of 
Mannesmann  VDO  and  PCS  will  generate  one 
of  the  largest  global  suppliers  of  integrated 
information,  navigation  and  traffic  telematics 
systems. 


p  performance 


Jan-Sep 
1997 


Jan-Sep 
1996 


Change 
absolute  % 


s  received 

$m 

17,577 

15,314 

2,263 

15 

$m 

15,536 

13,554 

1,982 

15 

omestic 

$m 

6,920 

5,951 

969 

16 

reign 

$m 

8,616 

7,603 

1,013 

13 

3yees  (30.09.) 

127,416 

121,038 

6,378 

5 

tments 

$m 

2,833 

968 

1,865 

193 

The  joint  venture  for  hot-finished  seamless 
tubes,  Vallourec  &  Mannesmann  Tubes,  com- 
menced business  operations  on  October  1. 

In  the  area  of  plastics  machinery,  the  activities 
previously  conducted  by  Mannesmann  Demag 
and  Krauss-Maffei  will  now  be  combined  in 
the  new  Mannesmann  Plastic  Machinery 
division.  The  objective  of  this  step  is  to  further 
expand  the  Group's  worldwide  leading  posi- 
tion on  the  market  of  injection  molding 
machines. 

We  would  be  glad  to  send  you  our  Share- 
holders' Newsletter  with  the  full  report  on 
the  January  to  September  1997  period. 

Mannesmann  AG 

D-40027  Dusseldorf  Germany 

http://www.mannesmann.com 

Mannesmann  Corporation 
New  York,  NY  10022-2669 
Call  1-800-356-9235 
Fax  (2 12)  826-0074 

Mannesmann  - 
working  for  your  future 


Tted  by  official  fixing  rate  as  per  September  30,  1997  1  DEM  =  0  5673  USD 


mannesmann 
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III  L 


I 


F  INS 


The  Compaq  ProLian 
6500  and  ProLiant 
7000  industry-standard 
servers  offer  the  perfor- 
mance and  availability 
demanded  by  7x24 


business-critical  application  environments 


With  features  like  the  first  industry-standard  PCI 
hot  plug  platform,  hot  plug  disk  drives  and  power 
supplies,  they  provide  unparalleled  availability, 
scalability  and  manageability. 

To  satisfy  your  most  demanding  applications, 
Compaq,  in  partnership  with  Tandem  and  Microsoft, 
is  creating  an  industry-leading  line  of  cluster  solutions. 
Both  the  ProLiant  6500  and  ProLiant  7000  pi^ovide 
rock-solid  failover  functionality  with  Microsoft  • 
Wolfpock  cluster-enabled  software. 

The  result:  costs  are  reduced,  risk  is  lowered. 


productivity  improves  and  the  implementation 
time  required  is  decreased. 


And  to  demonstrate  our  continued  commitment  to 
our  customers'  future  success,  Compaq  now  offers 
Year  2000  Readiness  warranty  coverage,  and  inde- 
pendent NSTL  compliance  testing. 


The  Compaq  ProLiar 


and  ProLiant 


They're  the  type  of  business-critical  servers  your^ 
company  needs.  They're  the  type  of  servers  the^ 
world's  leading  provider  of  computers  makes. 
www.compaq.com/products/serv_ers 


ion.  Nof  Oil  proaucts  in  the  ProLiani  family  coniain  the  Pentium  Pro  processor  The  Intel  Inside 
.  ond  produo  names  ore  irodemorks  or  registered  troderriorb  or  iheir  respecrive  companies. 
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Economic  Trenda 


BY  GENE  KORETZ 

HOW  ECONOMISTS 
VIEW  CHRISTMAS 

Some  say  gift-giving  Vastes'  billions 

Only  practitioners  of  the  dismal  sci- 
ence could  pose  such  a  niggling 
question:  Although  Cluistmas  gift-giving 
greases  the  wheels  of  commei'ce  and 
warms  the  hearts  of  givers  and  recipi- 
ents, is  it  really  economically  efficient? 

Along  with  many  economists,  Joel 
Waldfogel  of  the  Wharton  School  thinks 
not.  A  few  years  ago,  he  asked  several 
groups  of  college  students  to  estimate 
both  the  actual  costs  of  the  Christmas 
gifts  they  had  received  and  the  prices 
they  would  have  sold  or  paid  for  the 


SORRY,  SANTA:  Casli  might  be  Ixitrr 

same  items,  excluding  the  gifts'  senti- 
mental value.  His  results  indicated  that 
on  average  the  gi'oup  valued  their  gifts 
at  10%  to  25%  less  than  the  estimated 
prices  paid  by  givers,  which  suggests 
that  billions  of  dollars  in  value  were 
lost  via  such  exchanges — value  that 
could  have  been  saved  or  enhanced 
through  more  judicious  gift-giving. 

Fortunately  for  Santa  Claus,  not 
everyone  agi'ees.  In  a  similar  study  in- 
volving students,  college  staff,  and  the 
general  public,  economists  Sara  J.  Sol- 
nick  of  the  University  of  Miami  at  Coral 
Gables  and  David  Hemenway  of  the 
Harvai'd  School  of  Public  Health  found 
that  recipients  valued  their  gifts  at  as 
much  as  twice  their  estimated  costs.  (A 
person  may  place  a  higher  value  on  a 
gift  for  a  variety  of  reasons,  including 
the  fact  that  it  iook  a  lot  of  time  and  ef- 
fort to  find  and  purchase  it.) 

One  reason  for  such  contradictory 
findings  may  be  that  people  have  trou- 
ble separating  sentimental  value  from 
jMonetary  value.  Thus,  John  List  of  the 
•'-ni\  er.sity  of  Centra!  Florida  in  Oiiando 
I'iul  ,'ason  Shogren  of  the  University  of 
Wyoming  recently  conducted  a  similar 
^t.'i.  .  with  a  unique  twist,  using  a 
auction  method  to  actually 


buy  Christmas  gifts  from  students. 

The  result:  Ivnowing  they  might  have 
to  part  with  one  of  the  gifts  they  had 
received,  the  students  on  average  val- 
ued their  gifts  at  close  to  their  estimat- 
ed costs.  So  gift-giving,  American-style, 
may  actually  be  more  efficient  thian 
many  economists  beheve. 


THE  PUZZLE  OF 
LOW  INFLATION 

A  study  points  to  sluggish  pay  gains 

It's  the  best  of  all  possible  worlds,  and 
the  most  puzzling:  the  confluence  of 
low  unemployment,  healthy  gTOwth,  and 
subdued  inflation  that  has  chai'acterized 
the  U.  S.  economy  in  recent  years. 

In  past  business  cycles,  inflation  fol- 
lowed a  predictable  course,  peaking  just 
after  the  onset  of  recession,  continuing 
to  decline  through  the  initial  phase  of 
recovery,  and  then  gTadually  gathering 
steam  as  the  expansion  matured.  This 
time  around,  however,  core  consumer 
inflation  (excluding  volatile  food  and  en- 
ergy' prices)  has  stayed  stable. 

The  big  question  is  whether  this  re- 
flects a  permanent  change  in  the  rela- 
tionship between  economic  growth  and 
inflation.  Many  of  those  who  think  so 
credit  the  impact  of  computer  technolo- 
gy on  productivity,  which  some  say  has 
been  understated.  Others  argue  that 
transitory  factors — such  as  weak  com- 
modity prices,  falling  benefit  costs,  or 
temi)orarily  heightened  job  insecurity — 
have  been  at  work  and  that  greater  in- 
fiation  risks  still  loom  ahead. 

A  new  study  by  Cara  S.  Lown  and 
Robert  W.  Rich  of  the  Federal  Reserve 

HOW  U.S.  LABOR  COSTS 
SLOWED  IN  THE  '90s 


U I  I  I  I  I  I  I  I  I  I  I  I 

90  91      92      93       94      95      96      97  | 
A  PERCENT  CHANGE  FROM  YEAR  AGO,  III  Q 

FOUR-QUARTER  MOVING  AVERAGE     DATA  LABOR  OEPT 

Bank  of  New  York  tends  to  support  the 
latter  view.  Using  an  econometric  mod- 
el focusing  on  infiation  and  economic 
growth  from  1965  to  1996,  the  econo- 
mists found  that  the  close  relationship 
between  the  two  has  indeed  broken 
down  since  mid-1993,  with  infiation  re- 


JjlCCCI 

cently  runnmg  more  than  two  percr"  — 
age  points  below  its  predicted  le 
Once  they  added  imit  labor  costs  (wh| 
have  been  sui'pisingiy  sluggish)  to  t' 
model,  however,  the  mystery  of  laggj 
inflation  was  solved. 

Because  sluggish  unit  labor  costs 
reflect  either  low  compensation  gro 
and/or  rising  productivity,  the 
searchers  then  looked  at  compensat| 
gi'owth  itself.  They  found  that  its 
usual  slowdown  in  the  early  1990s 
peared  to  fully  account  for  the  dr 
gence  between  economic  growth 
inflation.  Reported  pi'oductivity,  on  ■ 
other  hand,  did  not  accelerate  dur 
this  period,  but  if  it  had  been  seriou  iffis 
understated,  says  Lown,  "we  shoi  jfjii 
have  experienced  even  lower  inflatio  ^ 

The  analysis  also  shows  that  co  -^^^ 
pensation  gi'owth  has  recently  trenc  "  , 
higher,  closer  to  its  traditional  path  ^ 
line  with  the  economy's  trajectoiy.  Th 
its  downside  aberration  in  the  ea 
1990s  may  well  have  been  temporary  ihw 
and  claims  that  the  economy  has  (  [.Isiad 
tered  a  new  era  of  inflationless  rob  (yjjjDj 
gi'owth  appear  decidedly  premature. 
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PRODUCTIVITY'S  n«. 
VANISHING  ACT  «« 

It's  likely  to  decline  this  quarter  I 


What  the  productivity  monitors  ! 
Washington  give  with  one  hai 
they  often  remove  with  the  other. 

Take  the  latest  revised  report  sho 
ing  that  labor  productivity  surged  all 
4.1%  annual  rate  in  the  third  quart, 
causing  unit  labor  costs  actually  to  d-  • 
cline.  Witliin  a  week,  news  followed  tlf  ■ 
employment  and  hom's  worked  virtua' 
exploded  in  November. 

The  problem  with  these  numbe, 
note  economists  Robert  J.  Barbera  a. 
Jose  A.  Rasco  of  Hoenig  &  Co..  is  tr'. 
they  tend  to  offset  each  other.  Assumif 
the  economy  posts  3.75%-  growth  in  t 
fourth  quarter;  which  is  what's  sugge^ 
ed  by  recent  economic  data,  the  nsef 
labor  input  indicates  that  pi-oductivityi 
the  quarter  actually  will  decline  i 
1.25%-.  If  real  gi-owth  comes  in  closer  i 
3.2%-,  the  drop  in  productivity  could 
proach  2%-.  j 
The  bottom  line,  say  the  two  ecoi': 
inists,  is  that  producti\ity  in  the  curr^,- 
quarter  will  pi'obably  be  "surprising 
disappointing."  And  though  growth  v 
still  be  brisk,  unit  labor  costs  shoi 
return  to  a  rising  trend,  posting  an 
erage  rate  of  advance  of  about  2.7% 
the  second  half  as  a  whole. 
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iness  Outlook 


S  C.  COOPER  &  KATHLEEN  MADIGAN 


T  TIME  FOR  THE  MARKET 
DO  A  DOUBLE  TAKE? 

s  are  at  risk-from  labor  costs,  the  Fed,  and  Asia 


ECONOMY 


VICE  PAY  IS 
MG  UP  WAGES 


SERVICES. 


Is  Wall  Street  in  denial?  On 
any  scale,  the  November  em- 
:  report  was  a  bombshell,  especially  coming 
eels  of  a  surprisingly  strong  October  report, 
surged  by  404,000  last  month,  twice  what  the 
had  expected.  The  jobless  rate  dipped  to  4.6%, 
r  low,  and  wages  accelerated  sharply.  In  fact, 
bor  market  trends  give  the  appearance  of  an 
that  is  actually  speeding  up,  not  slowing  down 
arkets  want  to  see. 

y  has  all  this  escaped  the  stock  market's  at- 
Because  investors  are  betting  that  a  chill  wind 
a  will  cool  off  this  superheated  economy  and 
iflationary  pressures  that  could  surface  in  1998, 
ating  the  need  for  the  Federal  Reserve  to  step 
3  the  deed.  The  markets  see  only  the  blissful 
ion  of  low  inflation,  no  hikes  in  interest  rates, 
inued  growth  in  profits. 

However,  Wall  Street  might 
be  overlooking  something.  Any 
impact  from  Asia's  financial 
crises  on  demand  for  U.  S.  ex- 
ports and  on  inflation  will  hit 
mainly  in  the  economy's  goods- 
producing  sector.  Since  early 
1996,  a  sharp  drop  in  goods 
inflation,  reflecting  a  stronger 
dollar  and  falling  import 
prices,  has  accounted  for  al- 
most all  of  the  drop  in  core 
inflation,  less  energy  and  food.  And  thanks  to 
it  trend  will  continue. 

r  1998,  the  job  data  show  that  the  service-pro- 
sctor,  which  is  53%  of  the  economy  and  large- 
le  to  foreign  competition,  is  the  place  to  watch 
ing  wage  and  price  pressui'es  (chart).  Led  by 

hourly  pay  in  the  fourth  quarter  is  on  a  pace 
t  an  annual  rate  of  about  5%  from  the  third 
the  fastest  quarterly  pace  since  1983,  and  pro- 

this  quarter  is  set  to  decline.  Going  into  1998, 
'  markets  will  only  tighten  further,  and  indus- 
t  cannot  raise  prices  will  face  a  cost  squeeze 
Id  mash  profit  margins. 

MEMBER  EMPLOYMENT  REPORT  spotlighted 

)ncerns.  First  of  all,  the  key  news  in  last 
job  data  was  that  amid  ever-tighter  labor  mai*- 
^e  growth  is  speeding  up  to  a  pace  that  should 
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OF  JOBHOLDERS 


start  to  attract  the  attention  of  the  markets  and  Fed 
policymakers,  regardless  of  any  fallout  from  Asia.  Av- 
erage hom'ly  earnings  of  production  workers  rose  0.6% 
in  November  fi-om  October,  putting  them  4.1%  ahead  of 
a  year  ago,  the  fastest  pace  since  1989. 

Pay  in  the  service  sector,  where  three-fourths  of  all 
private  sector  workers  are  employed,  is  up  4.5%  from  a 
year  ago,  also  the  fastest  12-month  clip  since  1989, 
and  the  pace  has  been  accelerating  in  recent  months. 
Also,  the  speedup  has  been  broad.  In  the  past  year, 
wages  in  transportation  and  public  utilities  are  up 
3.7%,  more  than  twice  the  pace  of  a  year  ago.  Pay  in 
retailing  has  risen  4.4%,  while  earnings  in  both  the 
wholesale  trade  and  finance  sectors  are  up  5%  each. 

The  problem  is  that  pro- 
ductivity growth  will  not  like-        A  RECORD  NUMBER 
ly  be  sufficient  to  prevent  a 
pickup  in  unit  labor  costs. 
The  job  data  show  efficiency  63- 
gains  are  waning  after  strong 
showings  in  the  second  and 
third  quarters.  That's  because    ei  ^TiDMr 
hours  worked  are  growing  at  ^ 
an  annual  rate  of  about  5% 
this  quarter.  It  would  take  an     a  percent 
unlikely  5%  jump  in  economic  data  ubordept 

gi'owth  just  to  keep  productivity  from  falling.  Earlier 
big  gains  in  productivity  partly  reflected  this  year's 
output  surge,  which  came  as  companies  were  not 
adequately  staffed  to  meet  surprisingly  strong  de- 
mand. Now,  they  are  making  up  for  it  by  fattening 
payi-oUs. 

AT  THE  SAME  TIME,  further  wage  acceleration  in  1998 
is  already  baked  in  the  cake.  For  one  thing,  the  jobless 
rate  is  set  to  dip  even  lower.  At  this  year's  growth 
rates  of  employment  and  the  labor  force,  joblessness 
will  drop  below  4.5%  in  the  first  quarter  of  1998. 

That's  especially  true,  given  that  growth  in  the  labor 
force  is  slowing.  Annual  labor-force  gi*owth  had  surged 
from  0.4%  at  the  end  of  1995  to  2%  by  yeai'end  1996,  an 
unsustainable  pace  far  faster  than  growth  in  the  adult 
population.  That  trend  kept  the  unemployment  rate 
fi'om  falling  faster  in  1996  than  it  did,  even  amid  that 
year's  strong  job  growth.  Now,  more  of  the  population 
is  at  work  than  at  any  time  on  record  (chart).  So  the 
expansion  in  the  labor  force  is  limited  by  available 
workers,  even  as  job  growth  remains  strong.  As  a 
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result,  the  jobless  rate  is  falling  much  faster. 

More  important,  unemployment  is  now  clearly  below 
nearly  all  estimates  of  the  economy's  "full  employ- 
ment" rate.  That  level  is  generally  pegged  anywhere 
from  5%  to  6%.  A  jobless  rate  below  that  point  means 
that  labor  demand  is  outstripping  supply,  which  is  why 
wage  grovd^h  has  sped  up  noticeably.  In  fact,  wages  will 
continue  to  grow  at  an  ever-accelerating  pace  until  the 
excess  demand  in  the  labor  markets  is  eliminated.  That 
means  the  economy  vdll  have  to  slow  shaiply  enough  to 
lift  the  unemployment  rate. 

BUT  AS  THE  JOB  DATA  SHOW,  a  slowdown  that 

steep  is  not  on  the  hoiizon  anytime  soon.  In  fact,  the  la- 
bor markets  suggest  that  economic  gi'owth  is  acceler- 
ating. Payi'oll  gains  have  averaged  285,000  per  month 
since  July,  up  from  233,000  pei'  month  in  the  ftrst  half. 
In  the  past  three  months,  the  average  increase  is 
330,000,  the  fastest  in  three  years  (chart). 

The  November  job  rise  was  also  broad.  Retailers 
added  105,000,  the  most  since  early  1995,  suggesting 
that  stores  have  great  holiday  expectations.  Construc- 
tion, up  29,000,  posted  the  largest  gain  since  May,  as 
builders  responded  to  strong  home  demand.  Manufac- 
tiu-ei-s  added  44,000  jobs  on  top  of  38,000  in  October,  for 
the  largest  two-month  advance  since  1990. 

Tlie  Novembei"  gain  in  factoiy  jobs,  plus  a  longer  fac- 
tory workweek  and  more  overtime  hours,  means  that 
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JOB  GROWTH  surge: 
TO  A  THREE-YEAR  HIGI 


industrial  production  will  post  another  soKd  gain  wen 
the  November  data  are  released  on  Dec.  15.  Manuic- 
turing  production  is  rising  nearly  twice  as  fast  in  h 
second  half  as  it  did  in  the  first  half. 

What's  moi'e,  the  latest  ad- 
ditions to  jobs  and  incomes  are 
fueling  more  demand,  especial- 
ly by  consumers.  Real  con- 
sumer spending  is  on  a  pace 
to  gi'ow  at  about  a  3%  annual 
rate  this  quarter,  a  strong  ad- 
vance coming  after  last  quai'- 
tei''s  5.8%  sui'ge,  which  was  the 
largest  gain  in  5M  year's.  Add  in 
historic  highs  in  confidence  and 
financial  conditions  that  are 
more  stimulative  now  than  they  were  at  the  beginninioi 
the  year — including  higher  stock  prices  and  bond  yi(i^^ 
near  6% — and  it's  easy  to  see  why  households  ajre  reiy 
to  keep  the  economy  rocking  into  1998. 

If  domestic  demand  doesn't  cool  off  soon,  the  Fed  ifli 
chill  it.  That's  one  reason  why  the  outlook  for  prcjts 
next  yeai"  appears  less  bright  than  the  expectations  tat 
are  ciuTently  built  into  stock  prices.  Also,  if  Asian  jfi- 
out  doesn't  hit  the  bottom  lines  of  U.  S.  multinations. 
then  higher  labor  costs  will.  Any  way  you  slicel. 
profits  are  starting  to  look  like  the  fall  guy  for  UB, 
and  the  stock  market  is  oblivious. 
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CHILE 


THE  ASIAN  FLU  CHILLS  THE  PESO 


0,245- 


Chile,  one  of  Latin  America's 
most  disciplined  economies  and 
most  dynamic  exporters,  will  likely 
be  hit  by  the  downturn  in  Asia, 
which  buys  one-third  of  its  ex- 
ports. But  by  forcing  a  minidevalu- 
ation  of  the  Chilean 
peso,  the  meltdown  has 
helped  officials  lick  one 
policy  dilemma:  an 
ovei"valued  currency. 

In  the  past  foui* 
years,  the  Chilean  peso 
appreciated  by  30% 
against  the  U.  S.  dollar. 
Until  the  Asian  crisis 
hit,  the  peso  had  risen 
8%  this  yeaj-  alone 
(chart),  driven  by  a  $4  billion  in- 
flow in  foreign  investment,  most  of 
it  in  mining. 

The  appreciation  has  hit  Chile's 
(^xports,  which  have  diversified 
from  lai'gely  minerals  to  such 
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goods  as  fi-uit,  wine,  salmon,  and 
printed  materials.  These  exports 
have  grown  by  30%  or  more  in  re- 
cent years,  so  that  exports  now  ac- 
count for  40%  of  gross  domestic 
product.  But  manufactured-goods 
exports  are  not  gi'ow- 
ing  this  year  And  the 
drop  in  Asian  demand 
could  push  Chile's  ciu*- 
rent-account  deficit  up 
fi-om  3.8%  of  GDP  in 
1997  to  a  worrisome 
5%  next  year.  Slowing 
exports  is  why  officials 
had  been  concerned 
about  the  peso's  over- 
valuation. But  in  re- 
cent weeks,  they  have  inter^vened 
four*  times  in  the  market  to  keep 
the  dollar  below  440  pesos  in  order 
to  avoid  inflationary  pressur-e. 

Still,  Chile  is  in  good  shape.  It 
boasts  a  fiscal  sur-plus  that  is  1.3% 


of  GDP.  Its  foreign-currency  re 
serves  exceed  10  months'  worth  o'. 
imports.  And  the  country  is  almojl' 
alone  in  Latin  America  in  requir- 
ing minimum  periods  of  investmei 
for  foreign  money  to  protect  mar- 
kets fi'om  quirky,  hot-money  flows 
Also,  even  vrith  the  Asian  turbu- 
lence and  a  drop  in  world-copper 
prices,  Chile  is  expected  to  rack  u 
6%  economic  growth  in  1998 — 
nothing  to  sneeze  at.  Even  so, 
Chileans  are  looking  into  ways  to 
boost  savings  and  r-emain  fiscally 
prudent  to  protect  the  small  ecom 
my  fi"om  external  shocks. 

Ir-onically,  Asia's  woes  took  sorri' 
of  the  pr-essiu'e  off  of  Chilean  offi- 
cials,  who  had  run  out  of  poKcy 
measuT'es  to  weaken  the  peso. 
Now,  they  hope,  the  Asian  crisis 
won't  be  so  great  as  to  har'shly  af- 
fect Chile's  export  machine. 

By  Lake  Sagaris  in  Santiac 
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We  connect. 


es  it  take  to  connect  to  places  in  Asia,  Europe,  the  Americas  and  all  other  parts  of  the  globe? 

with  a  firm  understanding  of  local  ideas,  people  and  places.  It's  also  about  superior  services  and  cherished  commitments.  As  a  world- 
telecom  company,  Nippon  Telegraph  and  Telephone  Corporation  (NTT)  is  uniquely  positioned  to  help  you  connect  globally  through 
',  reliable  services  and  support. 


Comnitmications  Services   /\  TC  Star 

is  NTT  Group's  recently  launched  global  end-to-end  communications  service,  which  utilizes  a  high-speed 
nunications  highway  to  connect  to  major  cities  across  the  U.S.,  Europe  and  Asia  Arcstar  is  an  essential  part  of  NTTs 
for  global  projects,  including  the  Malaysian  Multimedia  Super  Corridor  (MSC)  and  the  China-U.S.  undersea  cable. 

Systems  Integration 

lobal  systems  integration  can  make  all  the  difference  in  maintaining  reliable  connections  locally  or  across 
and  even  oceans.  Our  offices  located  throughout  the  U.S.  —  New  York,  Los  Angeles,  Mountain  View,  and 
fton  D.C.  —  offer  end-to-end  systems  solutions  that  could  improve  the  way  you  communicate  in  business. 


Connecting  the  world  through 


lultimedia 


® 

NTT 


i  TELEGRAPH  AND  TELEPHONE  CORPOHAIIflN 


For  more  information  on  how  NTT  can  connect  you.  call  1-800  4  NTT  USA,  or  visit  our  website;  http://www.nllinfo.ntt.co.jp 


News:  Analysis  &  Commentary 


FINANCE 


BIHER  LEGACY 
OF  THE  AT&T  CARD  t 

Universal  Card  came,  conquered-and  bruised  its  industr; 


When  AT&T  entered  the  credit- 
card  business  in  1990,  it  did  so 
with  a  bang.  The  telecommuni- 
cations giant  blanketed  the 
U.  S.  with  cai'd  offers  and  promised  con- 
sumers who  signed  up  no  annual  fees 
for  life.  The  AT&T  Universal  Card  be- 
came an  overnight  sensation — turning 
a  profit  ahead  of  plan  and  snagging  a 
Malcolm  Baldrige  National  Quality 
Award  in  1992. 

But  as  AT&T  reached  out  to  more  than 
10  million  credit-card  customers  in  just 
two  yeai's,  it  set  off  a  bintal  competition 
that  continues  to  this  day.  Universal's 
aggi'essive  marketing  "changed  the  fu- 
tui-e  landscape  of  the  ci'edit-card  indus- 
try," says  Visa  U.S.A.  ceo  Carl  F.  Pas- 
carella.  The  price  war  Universal  set  off 
has  left  issuers  with  a  record 
heap  of  bad  debt.  Delinquen- 
cies have  risen  30%  so  far 
this  year,  according  to 
Moody's  Investors  Service. 
Return  on  assets  in  credit 
cards  for  the  top  bank  is- 
suers has  been  halved  since 
1990,  with  average  i"e turns 
on  assets  currently  at  1%  or 
less.  And  consolidation  is 
rampant  as  banks  try  to 
build  sufficient  scale  to  siu-- 
vivo  on  thinning  margins. 
BIDDERS  MUM.  Now,  AT&T  is 
exiting  the  business  with  a 
whimper.  Faced  with  more 
pressing  jjroblems  in  its 
core  long-(!istance  business, 
management  is  selling 
AT&T  Universal  Card  Ser- 
vices and  other  non- 
strategic  units  (table). 
Bids  for  Universal  are 
due  f^ii  Dec.  15,  accor-d- 
ing  to  industry  sources, 
t'Ut  they  don't  expect 
many.  Published  re- 
ports had  analysts 


initially  predicting  a  $4  billion  price  tag 
for  the  business,  which  has  $13.5  billion 
in  receivables.  "If  anyone  paid  $4  billion, 
I'd  be  genuinely  siu'piised,"  says  Moshe 
A.  Orenbuch,  banking  analyst  for  Sanford 
C.  BeiTistein  &  Co. 

Bank  analysts  estimate  the  winning 
bid  will  come  in  at  $1.5  billion  to  $2.5 
billion.  Potential  buyers  include  Citi- 
coip,  GE  Capital,  Chase  Manhattan,  Banc 
One,  and  National  Australia  Bank  Ltd. 
None  would  confii-m  or  deny  their  in- 
terest. But  industry  sources  say  Na- 
tional Australia,  which  acquired  Michi- 
gan National  Corp.  in  1995,  would  be  a 
likely  pui'chaser  since  it  tried  but  failed 
to  buy  the  ailing  credit-card  company 
Advanta  Corp.  earlier  this  year. 

As  AT&T  bows  out,  other  credit-card 
issuers  are  left  with  the  hangover  from 
years  of  chasing  customers.  They're 
stuck  with  more  and  more  deadbeats 
on  the  books — which  is  bad  enough 


when  the  economy  is  strong  and  pbs 
are  plentiful,  but  could  become  d(m- 
right  dangerous  in  a  downtmn.  In 
1997,  the  industry's  uncollected  balaees 
as  a  percentage  of  loans  outstandin,jhit 
7%.  Meanwhile  consumer  debt  co^in- 
ues  to  pile  up  and  stood  at  $1.23  tribn 
at  the  end  of  October 

Another  danger  sign:  The  differ|ce 
between  issuers'  interest  income  Sid 
costs  is  steadily  shiinking — from  5.39)!  in 
1995  to  4.12%  in  1997.  Companiessre 
spending  heavily  on  direct-markelne 
campaigns  to  Iwe  new  customers — (ten 
with  super-low  rates  on  balance  tins- 
fers.  That  has  encouraged  some  |s- 
tomers  to  continual- 
ly jump  from  card 
to  cai'd,  keeping  any 
issuer  ft'om  making 
a  profit  on  their 
business.  Chase 
Manhattan's  credit- 
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L  PERCENT 


expects  14%  revenue 
r  1997,  but  flat  eani- 
bout  $3.1  million.  A 
m  says  the  bank  is 
;t  to  match  1996  re- 
was  a  miserable  yeai- 
of  losses  for  the  in- 
hey  were  up  eveiy- 
the  double  digits." 
ime  has  gotten  too 

some  players.  Ad- 
;er  losses  related  to 
debts,  on  Oct.  28  an- 
i  deal  to  sell  its  con- 
irtfolio  to  Fleet  Fi- 
troup  Inc.  for  $500 
n  November,  Chase 
;ank  of  New  York's 
;  credit  portfoho  for 
ted  $400  million. 
\TES.  Ever,  some  big 
"e  baihng  out:  Banc 
ht  First  USA  Inc.  in 
)ver  $7  billion.  Visa's 
I  traces  much  of  this 

innovations.  "The  heated  so- 
process  with  introductory  of- 

had  teaser  rates  associated 
1,  lower  interest  rates . . . ,  and 
ng  cards,  which  meant  shar- 
ue  streams  with  another  cor- 
rtner,  really  put  pressure  on 
ns  and  profitability  on  the  card 
'  he  says. 

end,  Universal  may  turn  out 
to  be  among  the  biggest 
victims  of  the 
price  war  it 
set  off.  As  is- 
suers rushed 


THE  CRUNCH  FOR 
CREDIT-CARD  ISSUERS 

PROFITS  ARE  FALLING... 


RETURN  ON  ASSETS* 


'95  '96  '97EST. 
•YEAR-END  MANAGED  ASSETS 


ASCHARGE-OFFS  RISE 


NETCREOIT-CARD  RECEIVABLES 
CHARGED  OFF  AS  UNCOLLECTIBLE 
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IN  THE  MONEY 

By  selling  several  nonstrategic  businesses, 
including  its  credit-card  operation,  AT&T  will 
raise  more  than  $4  billion  to  bolster  its  already 
healthy  balance  sheet.  That  war  chest  will  help 
the  company  make  targeted  investments  in  its 

local,  international,  data,  and  long  distance 
operations.  It  could  also  be  for  an  acquisition, 
most  likely  of  a  local  telephone  company  such 
as  Teleport  Communications.  Sales  underway: 

BUSINESS  EXPECTED  VALUE 

AT&T  UNIVERSAL  CARD  SERVICES  $2  billion 

AT&T  SOLUTIONS  CUSTOMER  CARE  $  1  bi  1 1  ion 

LIN  TELEVISION  (45%)  $765  million 

AT&T  PAGING  $350  million 

DIRECTV (2.5%)  $162  million 


DATA:  SMR  RESEARCH  CORP 

to  match  at&t's  no-fee  offer  and  began 
offering  super-low  teaser  rates  to  at- 
tract new  customers,  at&t  scrambled  to 
keep  up — with  disastrous  results.  It 
targeted  riskier  customers  and  used 
more  aggressive  soUcitation  techniques, 
and  its  losses  rose  to  6.3%  of  its  re- 
ceivables in  1996  from  1.4%  in  1991. 
The  losses  decimated  the  unit's  profits. 
Return  on  assets  was  0.76%  in  1996, 
well  below  the  industry  average.  "This 
company  could  be  a  Harvard  business 
school  case  study  on  how  to  build  the 
most  successful  business  in  the  coun- 
try and  then  just  as  quickly  how 


to  destroy  it,"  says  one  former  senior 
executive  at  Universal,  at&t  Univer- 
sal's  new  chief  executive,  Richard  Sred- 
nicki,  says  the  company  is  now  on  the 
mend  and  growing. 

Univer.sal,  backed  by  a  $37  billion 
company  vwth  90  million  residential  cus- 
tomers, once  was  the  stuff  of  business 
legend.  Marketing  to  at&t  phone  cus- 
tomers, it  picked  up  a  million  accounts 
in  its  first  78  days.  Its  no-fee  offer 
startled  veteran  credit-card  is- 
suers, who  had  never  dealt 
with  a  nonbank  player  making 
such  inroads. 

But  before  long,  they  retali- 
ated, slashing  their  annual  fees, 
too.  In  1991,  66%  of  new  gold 
cards  had  no  fees.  By  the  end 
of  1996,  that  figure  had  grown 
to  95%.  Issuers  of  standard 
cards  followed  .suit.  Banks  also 
began  offering  low  introductory 
interest  rates  to  undercut  the 
18%  charged  by  at&t.  In  1993, 
33%  of  standard  credit  cards 
offered  an  introductory  rate 
averaging  10.25%.  By  1996, 
61%  offered  introductory  rates 
averaging  8.21%,  according  to 
BAiGlobal  Inc.,  a  market  re- 
search firm. 

Meanwhile,  co-branding 
flourished.  Credit-card  issuers 
joined  ranks  with  gas  com- 
panies, airlines,  and  chari- 
ties to  target  new  con- 
sumers.    For  instance, 
Household  International 
Inc.  in  1992  launched  a 
co-branded   card  with 
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General  Motors  Corp.  that  let  con- 
sumers earn  discounts  on  cars. 

But  AT&T  Universal  let  this  new 
world  pass  it  by.  By  1993,  Universal 
executives  were  focusing  on  other  prob- 
lems. It  wasn't  that  at&t  cardholders 
didn't  pay  their  bills.  Too  many  paid 
immediately,  thereby  avoiding  the  in- 
terest payments  that  generate  the  ma- 
jority of  revenues  for  a  typical  credit- 
card  operation.  In  addition,  a  large 
chunk  of  Universal  cardholders  just 
weren't  using  the  card  at  all. 

In  1994,  to  help  boost  interest  rev- 


With  returns  down  and 
delinquencies  up,  the 
credit-card  industry 
is  in  a  slump 


enue  and  fees,  Universal  decided  to  tai'- 
get  riskier  customers.  But  that  tactic 
backfired,  says  Srednicki,  who  joined 
last  Febiuaiy  "The  losses  on  those  cus- 
tomers were  higher  than  we  expected 
them  to  be."  AT&T's  operating  margins 
for  the  ftnancial-sei-vices  division — com- 
prised mostly  of  AT&T  Universal — de- 
clined from  13%  in  1995  to  3.8%  in  1996. 
Charge-offs  hit  an  all-time  high  of  6.2%. 
OLD  HABITS.  AT&T  says  it  is  beginning  to 
turn  the  card  business  ai'ound.  Srednicki 
says  that  under  his  regime  the  company 
has  started  making  money  again,  though 
he  won't  say  how  much.  Problems  re- 
main, however.  Data  Irom  the  public  por- 
tions of  AT&T's  portfoho  show  that  just 
under  half  of  Universal  customers 
cuiTently  do  not  have  a  balance  on  then- 
cards.  That  means  that  at&t  is  spend- 
ing money  to  ser-vice  those  accoimts  but 
getting  almost  no  revenues  in  return. 
A  buyer  might  be  able  to  revoke  the 
no-fee-for-Ufe  pledge — but  at&t  is  stuck 
with  it. 

As  AT&T  slinks  off  the  stage,  other 
players  are  starting  to  clean  up  the 
debris.  Many  are  adding  new  fees,  par- 
ticularly for  premium  cards,  such  as 
the  platinum  ones  that  offer  a  plethora 
of  services.  However,  consumers  who 
have  been  deluged  with  low-rate,  no-fee 
credit-card  offers  over  the  last  several 
years  may  well  keep  up  the  old  habit 
of  shopping  around  for  attractive  come- 
ons.  It  won't  be  easy  for  other  card 
issuers  to  shake  the  effects  of  at&t's 
iii  ief  career  in  their  business. 

By  Debra  Sparks  in  New  York,  with 
Amy  Barrett  in  Philadelphia  and  Peter 
V.i.'Jmm  in  New  York 
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MICROSOFT  GOES 
LOW-TECH  IN  WASHINGTON 

stung  by  attacks,  Bill  Gates  turns  to  lobbyists  and  P.R.  type    -'  J 


A week  before  a  Nov.  4  Senate  Ju- 
diciary Committee  hearing  on  com- 
petition in  the  softwai'e  industry,  a 
couple  of  heavyweight  lobbyists 
made  the  rounds  on  Capitol  Hill.  For- 
mer representatives  Thomas  J.  Downey, 
a  New  York  Democrat  and  pal  of  Vice- 
President  Al  Gore,  and  Minnesota  Re- 
publican Vin  Weber,  who's  joined  at  the 
hip  to  House  Speaker  Newt  Gingrich, 
had  a  plea  to  committee  members: 
Tr'ead  softly  on  our  client,  Microsoft 
Coi-p.  Meanwhile,  Microsoft's  home-state 
senators — Repubhcan  Slade  Gorton  and 
Democrat  Patty  Mun'ay — blitzed  those 
members  with  "Dear  Col- 


league" letters  imploring  fairne;  ; 
questioning  the  Colossus  of  Redrori' 
Wash.,  about  its  business  practices 

The  effort  seemed  to  work.  Only  fey 
ate  Judiciary  Chairman  Orrin  G.  Kt' ' 
(R-Utah),  who  called  the  hearingaro 
whose  constituents  include  Microso  r 
val  Novell  Inc.,  had  tough  questai,^ 
Indeed,  Microsoft  was  able  tog^ 
Charles  Rule,  an  antitrust  partnc  ,ii 
Covington  &  Bui'ling  now  on  retain' 
the  company,  to  testify  on  its  beha'. 

The  hearing  was  just  a  small  viioj-. 
for  Microsoft  in  a 
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bying  offensive.  The  campaign 
mpted  by  an  Oct.  20  Justice 
it,  seeking  a  $1  million-a-day 
I  Microsoft  for  allegedly  violat- 
•95  antitrust  consent  decree, 
ters  say  the  company  violates 
r  when  it  requires  PC  makers 
t  to  use  its  Windows  operating 

0  load  Microsoft's  Internet  Ex- 
eb  browser  on  their  machines. 
;acks  from  the  Justice  Dept., 
lill,  public-interest  gi-oups,  and 
lace  rivals  mount,  the  tradi- 
apoUtical  Microsoft  is  mobiliz- 
)romote  a  kindlier  image  in 
:on.  "We  need  to  increase  our 
vdth  political  leaders  so  they 
id  the  excellence  we  stand  for," 
t  Chairman  WilUam  H.  Gates 
BUSINESS  WEEK  via  E-mail. 
ROOF.  Microsoft  is  follovdng  a 
arporate  blueprint  on  how  to 
ids  and  influence  pooh-bahs  on 
nac.  It  has  hired  some  big  guns 
ped  up  its  poUtical  giving — to 
self,  the  company  says.  "We've 

1  our  efforts  in  response  to  the 
certed  campaign  by  our  com- 
bo use  the  government  against 
r  than  to  compete  in  the  mar- 
'  says  Jack  Krumholtz,  a  Wash- 
iwyer  who  became  Microsoft's 
loijbyist  in  1996. 

now,  Microsoft  hasn't  been 
a  Beltway  operator.  It  has 
I  political  contributions  and  has 
i  to  lobby  through  the  Busi- 
ware  Alliance  and  its  law  firm. 


Preston  Gates  ElUs  &  Rouvelas  Meeds, 
where  Gates's  father  is  a  name  partner. 
But  Microsoft  is  convinced  that  it 
must  work  the  Washington  opinion- 
making  machine  to  make  sure  that 
its  critics  don't  spur  Congi'ess  and 
Justice  tinstbusters  to  interfere  in 
its  business. 

So  when  consumer  activist  and 
Microsoft  critic  Ralph  Nader  con- 
vened a  conference  on  the  softwai'e 
business  in  November,  Microsoft  was 
ready.  It  enlisted  Camille  Haney, 
president  of  the  consulting  firm 
Strategic  Alliances  Group,  to  pr-ess  its 
case  with  the  Consumer  Federation  of 
America  and  other  advocacy  groups 
before  the  meeting.  Microsoft  also 
helped  stage  a  counterconference  head- 
ed by  Charles  Kelly,  president  of  the 
Worldwide  Association  of  NT  Users 
Groups,  representing  180,000  program- 
mers who  make  their  living  installing 
and  operating  Windows  NT  and  related 
Microsoft  products.  The  group  called 
for  the  gover'nment  to  lay  off  the  in- 
dustry. Kelly  says  he  initiated  the  press 
event  himself,  but  Microsoft  suggested 
some  sympathetic  speakers — such  as 
the  chief  technology  officer  of  Visio 
Corp.  Micr-osoft's  D.  C.  publicist,  Edel- 
man  Public  Relations  Worldwide,  also 
leant  a  hand. 

In  another  anti-Nader  move,  Mi- 
crosoft released  r-esults  from  a  survey  it 
had  commissioned  fr'om  political  poll- 
sters Peter  D.  Hart  and  Robert  M. 
Teeter  on  Nov.  25.  It  found  that  Amer- 


BILL  GATES'S  HIRED  GUNS 

'icrosoft  has  retained  numerous  well-connected  spinmeisters 
d  it  against  the  Justice  Dept.  's  antitrust  charges  and  other  matters 
in  Washington.  Advocates  include: 


WEINSTOCK  INC.  Former 
Representative  Vin  Weber 
GOP  members  of  Congress 
rosoft  a  fair  hearing  on  the 

lit 

CHANDLER  INC.  On 

behalf,  former  Representa- 
as  Downey  and  Rod  Chan- 
members  of  Congress 
snate  Judiciary  Committee 
software  competition 


GROVER  NORQUIST  House  Speaker 
Newt  Gingrich's  pal,  who  also  heads 
conservative  advocacy  group  Americans 
for  Tax  Reform,  has  lobbied  Congress 
for  Microsoft  on  encryption,  Internet 
taxation,  tax,  and  advanced  TV 

PRESTON  GATES  ELLIS  & 
ROUVELAS  MEEDS  Members  of 
Gates's  father's  law  firm  visit  Congress 
and  federal  agencies  on  everything 
from  encryption  to  China  trade  policy 


PUBLIC  RELATIONS 

>E  Orchestrated  both 
Mov.  1 1  press  conference 
slice's  case  and  a  Nov.  12  pro- 
ess  confab  held  by  Microsoft's 
rtners  during  Nader's  bash 


STRATEGIC  ALLIANCES  GROUP  The 

P.R.  tacticians  called  consumer  groups 
to  deflate  anti-Microsoft  criticism  from 
consumer  advocate  Ralph  Nader's 
allies  before  his  mid-November  anti- 
Microsoft  conference 


DATA:  LEGISLATIVE  RESOURCE  CENTER.  U  S,  CONGRESS;  BUSINESS  WEEK 


WHY  ME?  Gates  used  an  appearance 
on  ABC's  Nightline  to  make  his  case 

icans,  by  a  margin  of  more  than  4  to  1, 
believe  the  market — not  the  govern- 
ment— should  determine  the  contents 
of  softwar-e  products.  The  surn^ey  also 
found  that  Microsoft  is  one  of  the  most 
admired  U.  S.  companies. 

Gates  himself  has  jumped  into  the 
lobbying  fray.  Although  he  rarely  visits 
the  capital,  he  has  been  inviting  more 
pols  to  corporate  headquarters — and  his 
palatial  home.  Patrick  J.  Leahy  of  Ver- 
mont, the  senior  Democr-at  on  the  Sen- 
ate Judiciary  Committee,  visited  Gates's 
office  after  a  November  svdng  through 
SiUcon  Valley.  And  on  Dec.  1,  Gates  ap- 
peared on  ABC's  Nightline,  where  he  ar- 
gued against  gover-nment  interfer'ence 
in  Micr-osoft's  affair-s. 

The  company  is  also  upping  its  cam- 
paign giving.  Dur-ing  the  1996  election 
cycle,  Microsoft  and  its  employees  boost- 
ed contributions  to  candidates  for  fed- 
eral oftrce  to  $236,784,  ft-om  $105,484  in 
the  1994,  according  to  the  Center  for 
Responsive  Politics. 
DEEP  POCKETS.  Micr-osoft's  Krumholtz 
says  it's  just  tr-ying  to  keep  up  with  its 
r-ivals.  Netscape  Communications  Cor-p., 
for  instance,  r-ecently  hir-ed  Christine  A. 
Var-ney,  a  former  commissioner  at  the 
Federal  Ti-ade  Commission,  and  Grego- 
ry C.  Simon,  Gore's  former  domestic 
policy  chief  But  Netscape  counsel  Peter 
Harter,  who  says  his  company  spends 
up  to  $2  million  a  year  on  pubUc-policy 
matters,  asser-ts  that  no  one  else  can 
match  Microsoft's  might.  "Microsoft  can 
simply  outspend  anybody  to  influence 
opinion  makers,"  he  adds. 

Micr-osoft  isn't  in  the  Washington  big 
leagues  yet.  But  with  all  the  critics  it 
has  to  deal  with  in  the  capital,  it  could 
become  the  Colossus  of  K  Str-eet. 

By  Catherine  Yang,  with  Amy  Bor- 
rus  and  Susan  B.  Garland,  in  Wash- 
ingtcm,  and  Steve  Hamm.  in  San  Mateo, 
Calif. 
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THE  FOLLY  ( 
JUMBO  STOCK  OPTIONS 

Huge  grants  don't  always  work  as  incentives 

In  Dec.  3,  Walt  Disney  Co.  Chair- 
man and  CEO  Michael  D.  Eisner 
cashed  in  options  he  received  in 
1989  on  7.3  million  shares  of  Disney 
stock — taking  home  more  than  $100 
million  even  after  paying  taxes,  giving 
to  charity,  and  upping  his  Dis- 
ney holdings.  He  also  issued  a 
statement  that  day  saying  that 
the  exercise  of  his  options 
would  "provoke  much  discussion 
vestors  knocked  the  stock  down 
the  news,  but  there  was- 
n't the  kind  of  outcry 
that   accompanied  his 
award  of  options  on  8 
million  shares  in  1996. 

That  may  be  because  the 
mania  for  mega-grants  is 
catching — and  Eisner's  pay 
packet,  while  gargantuan, 
no  longer  stands  alone.  In 
recent  years,  the  princely 
sums  chief  executives  have 
garnered  from  stock-option 
grants   have   gone  from 
gasp-provoking  to  com- 
monplace.  Notable  recent 
grants  include  2  million  op- 
tions to  IBM's  Louis  V.  Gerstner  Jr.  and 
4.12  miUion  to  Oracle  Corp.  Chief  Op- 
erating Officer  Raymond  .J.  Lane. 
DIMINISHING  RETURNS.  The  rationale 
for  such  huge  grants  is  simple:  By  ty- 
ing the  CEO's  interests  to  those  of 
shareholders,  execs  will  be  motivated 
to  work  extra  hard.  "Greed  is  certainly 
good,"  says  Gregg  S.  Tenser,  director  of 
research  at  Federated  Investors,  a  $135 
billion  money  manager. 

But  is  it  good  enough? 
According  to  a  new  study 
of  shareholder  returns,  the 
mega-grants  don't  neces- 
sarily lead  to  mega-results. 
Compensation  expert  Graef 
Crystal  tracked  the  20  com- 
panies in  which  ceos  re- 
ceived the  most  valuable 
option  grants  in  1995  and 
again  in  1996.  He  found 
that  they  beat  the  Stan- 
dard ci  Poor's  500-stock  in- 
vlez  by  an  underwhelming  4 
rs^ircentage  points  through 
i'.jiy  29,  1997.  "If  you're 


man,  all  of  whom  have  left  rivals— unci 
all  pay  norms — in  the  dust.  Butfor 
every  master  of  the  universe,  tijre 
ai"e  many  masters  of  the  mun{,iir 
making  pots  of  profits  as  their  coro: 
ny's  stock  lags  the  market. 

The  reason,  of  course,  is  the  s  ;< 
volume  of  grants.  According  t(  . 
analysis  of  1997  proxies  by  Pearl 
er  &  Partners,  27%  of  CEOs  atle**"**" 
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largest  200  companies  were  awaj«'i 
grants  worth  $10  milliol  oi 
more,  up  from  17%  ih 
previous  year.  Today,  ihi 
number  of  options  i  a 
gi'ant  commonly  runs  tqiix 
figures — and  often  top  i 
million.  It's  most  brej[h- 
taking  at  the  top:  In  liS 
Crystal  points  out, 
20th-largest  grant 
worth  $10.8  miUion; 
year  later,  the  figure 
$26  million. 

DISINCENTIVE?  As  m({ 

grants  reach  mega-pro1fr 
tions,  a  slight  blip  iui 
add    millions    to  lar 
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exec's  nest  egg.  A|||'iirivestci 
"Put  tllf 


all,  if  a  stock  goes 
a  buck,  that's  w(  Ifei 
imliiiiE 
ieit  to  ti 
Eswavl 


trying  to  retail  the  notion  that  huge 
grants  should  give  you  tremendous  mo- 
tivation," says  Crystal,  "you  haven't 
proved  very  much." 

Certainly,  there  are  superstars  such 
as  Eisner,  Travelers  Group's  Sanford 
I.  Weill,  and  hfs's  Henry  R.  Silver- 


W       4^^'     more   to  the 
w 

with  2  milhon  opt 
than    the    one  \ 
200,000.  Some  fear  such 
ant  awards  can  be  demoti 
ing.  "What  they  are  doing  is  fostei 
not  poor  performance  but  mediocr: 
says  Patrick  S.  McGurn,  directoi 
corporate  programs  at  Instituti( 
Shareholder  Services,  a  proxy  advis 
service. 

King  World  Productions  Inc.  is 


one  example.  Since  ceo  Michael  K  m^Vti 
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CEOs  win  big,  even  if 
shareholders  don't 
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EXECUTIVE/ 
COMPANY 

OPTIONS 
CRANTED 

MILLIONS 

STOCK 
PERFORMANCE* 

%  GAIN 

S&P 
500* 

%  GAIN 

EXECUTIVES 
PAPER  PROFIT 

MILLIONS 

MICHAEL  KING,  KING  WORLD 

1.5 

41 

61 

$24.5 

STEPHEN  WYNN,  MIRAGE 

2=+=* 

46 

74 

15.0 

LINDA  WACHNER,  WARNACO 

1 

31 

61 

7.5 

LYLE  BERMAN,  GRAND  CASINOS 

I 

-59 

52 

2.1t 

Percentage  rise  from  date  of  grant  through  12/9/97  **Becanne  2  million  following  a  stock  split 
Berman's  options  were  repriced  in  February,  1997,  putting  him  back  in  the  money. 

DATA;  GRAEF  CRYSTAL,  BLOOMBERG  FINANCIAL  MARKCfS 
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was  granted  options  for  1.5  mil 
shares  on  Dec.  20,  1995,  the  media  c 
pany's  stock  has  risen  41%,  to  51 
That's  well  under  the  s&p  500's  ( 
gain  over  the  same  time.  Yet  beca 
King's  numerous  opti 
were  gi'anted  at  the  th 
market  price  of  $39.50, 
worth  $24.5  million  mitfic; 
than  he  was  on  grant  c  6i 
Steven  A.  LoCascio,  CF(  i  espfftj  ^ 
King    World,  says 
shares  are  now  on 
move. 

Another  beneficiary 
mega-mania  is  Stephen 
Wynn,  ceo  and  chairmar 
Mirage  Resorts  Inc.  Si:|ise 
Aug.  16,  1995,  the  date 
was  awarded  1  million 
tions,  Mirage's  split-adji 
ed  stock  has  risen  46%, 
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B  s&p's  74%  gain.  That's  boost- 
iper  trove  by  $15  million.  An- 
imple  is  Warnaco  Group  Inc.'s 
Wachner,  now  worth  an  extra 
on. 

options  do  carry  more  risk 
t  other  foiTns  of  compensation. 
,ock  falls  in  value,  the  grant 

worthless  or  "under  water." 
,op  optionees  now  under  wa- 
he  CEOS  of  Green  Ti-ee  Finan- 
us  Circus,  Kmart,  and  Viacom. 
ION  ABLE.  Still,  mega-gi'ant  re- 
;an  sometimes  make  sure  they 
fer  along  with  ordinary  share- 
'hen  things  go  badly.  Take  Lyle 

CEO  and  chairman  of  Grand 
inc.  He  received  a  grant  of  1 
hares  on  May  6,  1996,  when 
:  price  was  $32.  Trouble  with 

such  as  the  now-bankrupt 
lere  casino,  in  which  Grand  had 
ake,  caused  the  stock  to  fall 
ts  current  ISXn.  But  while  or- 
lareholders  have  gotten  ham- 
Jerman  hasn't.  Grand's  board 
his  options  last  February  at 
he  21%  rise  in  the  stock  since 

padded  Berman's  net  worth 
$2.1  miUion. 

lot  suiprisingly,  has  drawn  the 
investors  such  as  Federated's 
'Put  the  carrot  on  the  stick, 
3  mouth,"  he  says.  "I  approve 
making  a  lot  of  money,  but  I 
;m  to  have  their  ass  on  the 
way  I  do.  I  think  repricing  is 
)nable."  Says  a  Grand  spokes- 
'Since  he  got  that  repricing, 
lany  has  turned  around." 
or  reaction  has  done  little  to 
;e  repricings,  however.  Indeed, 
urn  expects  the  recent  mai'ket 

to  result  in  more  of  them, 
s  another,  less  controversial 
^0  keep  CEOs  from  losing  out. 
3S  with  underwater  options  is- 
;w  grant  at  the  new,  lower 
ice.  It  happened  at  Reader's 
L-Ssociation  Inc.  in  November, 
e  board  canceled  a  plan  ap- 
n  October — including  options 
30  shares  for  ceo  George  V. 

a  then-market  price  of  $27.03. 
ice  came  a  new  plan  at  $21.47. 
k  is  now  trading  at  23 'X... 
to  do?  Most  corporate-gover- 
cperts  would  require  that  a 
nificantly  outperform  its  peers 
u'ket  before  the  options  have  a 
lys  Nell  Minow,  a  principal  at 
.,  an  activist  investment  fund: 
ons  gi-ant  has  any  credibility 
;  indexed."  Such  plans,  while  on 
are  still  rare.  The  same,  it  ap- 
tme  of  CEOS  who  get  a  vmidfall 
n  they've  done  moi'e  for  share- 
han  simply  ride  a  bull  market. 
mnifer  Reingold  in  New  York 


PUNDITS 


THE  RETURN 
OF  DR.  DOOM 

A  superbear  of  the  '70s  has  a 
plan  for  global  stability 

On  Apr.  25,  1994,  the  economist  they 
call  Dr.  Doom  gave  a  farsighted 
speech  in  New  York.  "Before  the 
end  of  this  decade,  the  financial  markets 
of  many  emerging  markets  will  be  hit 
with  turbulence  far  beyond  the  gyra- 
tions that  occurred  this  year,"  Henry 
Kaufman  said.  "Low  inflation  will  be 
no  guarantee  against  the  emergence  of 
financial  excess.  History  proves  this 
conclusively." 

How  right  he  was.  And  how  sweet 
the  vindication  for  a  prognosticatoi'  who's 

PRESCRIPTION 


il/s  wealth  and  contributed  to  the  rise  of 
Nazism.  As  a  boy,  Kaufman  says,  he  cow- 
ered in  a  bedroom  as  Nazis  wi'ecked  the 
downstairs  of  liis  family's  house.  In  1937, 
at  age  10,  stricken  with  polio  and  speak- 
ing no  English,  he  fled  Germany  with 
his  family.  To  Kaufman,  a  stable  financial 
system  is  a  matter  of  life  and  death.  "It 
is  very  important  to  presei-ve  the  well- 
being  of  a  gi'owing  middle  class,"  he  says. 

In  his  adopted  homeland,  Kaufman 
earned  a  doctorate  in  banking  and  fi- 
nance fi'om  New  York  University,  spent 
time  at  the  Federal  Resei"ve  Bank  of 
New  York,  then  worked  for  Salomon 
for  26  years  before  going  independent  as 
a  fixed-income  money  manager  in  1988. 
His  partner,  Roger  Kubaiych,  says  theii" 
assets  under  management  have  dwin- 
dled fi-om  around  $800  million  to  under 
$500  million,  even  though  they  have 
outperfomied  bond-market  benchmarks. 
One  reason:  Investors  preferred  stocks. 

Even  Kaufman  can't  entirely  resist 


Kaufman  wants 
an  international 
board  to  enforce 
rules  of  capital 
requirements 
and  disclosure 

made  his  fair-  share 
of  bad  calls  over  the 
years.  "Henry  gets 
wiser  and  wiser  as 
he  ages,"  says  Paul 
A.  Volcker,  former 
Federal  Reserve 
chairman. 

In  the  1970s,  when  Kaufman  was 
chief  economist  at  Salomon  Brothers 
Inc.,  his  gloomy  predictions  on  inflation 
and  soaring  interest  rates  were  heeded 
the  way  Federal  Reserve  Chairman 
Alan  Greenspan's  views  of  the  econo- 
my are  today.  But  Kaufman's  bearish- 
ness  looked  like  backwardness  during 
the  bull  market  of  the  1980s  and  1990s. 
UNIFORM  RULES.  Now,  with  Asian  tur- 
moil bearing  out  his  call  on  emerging 
markets,  the  70-yeai'-old  Dr  Doom  is  try- 
ing to  rally  support  for  his  ch-eam:  a  plan 
to  stabilize  the  world  financial  system 
through  increased  supei-vision  and  regu- 
lation. He  wants  the  International  Mon- 
etary Fund  to  intervene  ear'her'  in  the 
affair's  of  tr-oubled  countries,  and  ar-gnes 
for  an  inter-national  "board  of  over-seers" 
for  private  financial  institutions.  It  would 
enforce  uniform  rTiles  on  such  tilings  as 
capital  requir*ements  and  disclosure. 

Kaulinan  learned  financial  conser-vatism 
in  his  childhood.  Hyperinflation  in  the 
1920s  wi  jd  out  his  GerTnan-Jewish  fam- 


the  siren  call  of  speculation.  In  Novem- 
ber he  helped  start  a  hedge  fund, 
Strategic  Advisors  International,  that 
uses  borrowed  money  to  juice  up  its 
gambles  on  the  markets.  Isn't  that 
against  his  principles?  He  ar-gues  that 
the  fund  is  safe  for  investors  as  long 
as  they  keep  it  a  small  portion  of  their 
portfolios.  (He  himself  put  in  $8  mil- 
lion.) And  he  says  he  still  favor's  more 
disclosure  on  the  financing  of  highly 
leveraged  transactions. 

Kaufrnan's  plan  to  stabilize  the  wor'kl 
economy  isn't  exactly  being  embraced 
by  nations  jealous  of  their  sover'eignty. 
And  investor's  will  always  cr-ave  lever-- 
age,  as  Kaufman's  own  hedge  trading 
demonstr'ates.  Nonetheless,  he  is  gaining 
a  respectful  hearing.  On  Dec.  2, 
Greenspan  said  he  agr'eed  with  Kauf- 
man's cautions.  Dr.  Doom's  prescription 
is  debatable.  But  his  diagnosis  of  insta- 
bilities in  the  global  financial  system  is 
hard  to  dispute. 

By  Peter  Coy  in  New  York 
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COIVUVIENTARY 

By  Aaron  Bernstein 


OFF  WELFARE-AND  WORSE  OFF 


When  Semicoe 
Glover  saw 
welfare 
reform  coming  in 
Massachusetts  a  few 
years  ago, she 
decided  to  get  her 
high-school  equiva- 
lency degree  at  a 
local  school.  That 
helped  the  single 
mother  of  six  land  a 
job  at  a  Salem  day- 
care center  in  1995 
after  14  years  on 
welfare.  But  far 
from  lifting  her  out 
of  poverty,  Glover 
now  takes  home 
$353  every  two 
weeks,  compared 
with  the  $417  she  got  on  welfare. 
She  also  had  to  buy  a  used  car  on 
credit  for  transportation  to  work 
and  pay  $86  a  month  for  afterschool 
care  for  her  children,  age  6  to  15.  To 
make  ends  meet,  Glover  gets  gro- 
ceries several  times  a  week  from  a 
local  charity.  "I  got  this  job  because 
I  knew  I  would  be  cut  off  from  wel- 
fare," she  says,  "but  I  don't  know 
how  I'd  make  it  without  the  milk 
and  bread  I  get." 

Glover's  story  is  an  early  warning 
sign  of  what  could  be  a  disaster  in 
the  making.  A  year  after  Congi'ess 
passed  its  overhaul  of  the  nation's 
welfare  system,  there's  increasing  ev- 
idence that  miUions  of  single  mothers 
and  immigrant  families  are  being  dri- 
ven further  into  poverty.  With  unem- 
ployment at  24-year  lows,  the  prob- 
lem isn't  so  much  the  lack  of  jobs 
that  critics  had  predicted.  Instead, 
the  work  many  mothers  find  pays  so 
little  that  their  incomes  are  lower 
than  they  were  on  welfare.  Reforni 
has  lowered  the  incomes  of  many  im- 
migrants, too,  since  Congi'ess  also 
cut  their  food  stamps  and  welfare. 
DELAYED  EFFECT.  As  a  result,  in  the 
midst  of  a  roaring  economy,  the  num- 
';>er  of  people  seeking  emergency 
foiK!  assistance  has  jumped  a  stun- 
ning 14%  so  far  this  year,  according 
to  Ciiicago-based  Second  Harvest. 
The  group  supphes  two-thirds  of  the 
foiii!  distributed  by  the  nation's 


SOUP  KITCHEN:  Now  employed,  Glover  has  seen  her  income  drop 


160,000  soup  kitchens  and  food 
pantries  to  26  milHon  people  a  year 
"We're  finding  that  as  people  move 
from  welfare  to  work,  they  lose  child 
care  and  can't  feed  theii-  families  at 
the  end  of  the  month,"  says  Second 
Harvest  President  Christine 
Vladimiroff.  "So  they  come  to  church 
pantries  for  gi'oceries."  Demand  for 
space  at  homeless  shelters  soared 
12%  in  the  fii-st  half  of  1997,  accord- 
ing to  a  U.  S.  Conference  of  Mayors 
survey  of  34  cities. 

Politicians  should  pay  attention. 
The  grim  statistics  suggest  that  the 
boom  times  have  done  little  to  im- 
pi'ove  the  fate  of  those  at  the  very 
bottom.  And  the  $60  billion  cut  from 
support  services  for  low-income  fam- 
ilies— an  addendum  to  welfare  re- 
form— is  exacerbating  the  problem. 
Today's  economy  provides  ideal  con- 
ditions for  pushing  welfare  mothers 
to  get  a  job.  But  we  should  spend 
more,  not  less,  to 
help  them  make  the 
transition. 

And  the  need  for 
help  is  rising.  In  Au- 
gust, 1996,  Congi'ess 
set  a  two-year  dead- 
hne  for  states  to  be- 
gin cutting  off  benefits 
to  those  who  don't  get 
a  job.  Many  already 
are  moving  off  the 
rolls  on  their  own. 


FALLING  PAY  RATES 
AT  THE  BOnOM 


6.50 


5.75 


finding  employers 
eager  for  help  and 
wages  on  a  slight  i 
cline.  But  these  co 
ditions  could  change 
quickly.  The  dead- 
line for  moving  off 
welfare  is  approach 
ing,  portending  an- 
other flood  of  moth- 
ers into  the  job 
market.  This  over- 
supply  should  effec- 
tively stall  further 
pay  rises  for  low- 
<'nd  workers.  If  re- 
form is  already 
pushing  more  folks 
deeper  into  poverty 
"what's  going  to 
happen  when  there' 
a  recession?"  asks  Mark  Weisbrot,  : 
economist  at  the  Preamble  Center 
for  Pubhc  Policy  in  Washington,  D. 
GOLDEN  CHANCE.  And  even  before 
this  sui'ge  hits  the  laboi"  market,  con 
ditions  remain  harsh  for  the  lowest 
skilled  workers.  Due  to  globahzation 
deunionization,  and  technological  ad- 
vances, their  pay  rates  are  actually 
lower  now  than  at  the  beginning  of 
the  recovery,  despite  the  recent 
uptick.  For  the  bottom  fifth  of  femal 
wage-earnei's,  hourly  wages  have 
plunged  9%.  since  1979,  to  $5.97  afte 
inflation  adjustments,  reports  the 
Economic  Pohcy  Institute  in  Wash- 
ington (chart).  And  while  the  overall 
jobless  rate  has  sunk  to  4.6%,  it  re- 
mains high  for  low-skilled  workers: 
The  Bureau  of  Labor  Statistics,  for 
example,  puts  it  at  22%  for  black  fe- 
male liigh  school  dropouts. 

This  is  the  best  time  in  a  genera- 
tion to  get  people  off  welfare.  But 
unless  low-skiUed 
workers  get  help 
through  food  stamps 
and  with  training  and 
child  care,  going  to 
work  may  force  many 
people  deeper  into 
poverty.  That's  hardly 
what  was  intended. 


AVERAGE  HOURLY  WAGES 
FOR  WOMEN  IN  BOHOM 
FIFTH  OF  WAGE  EARNERS 

'  '  '  '  '  '  ' 
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Associate  Editor 
Bernstein  covers  labor] 
and  workplace  issues. 
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Soliant  design  are  trademarks  or  bellcore,  bellcore  is  an  bAlL  company. 


Some 


companies 
run  ads  on  the 
Internet. 


J  can  use  the  Net  to  build  awareness  of  your  business.  Or  you  can  use  it  to  build  your  business.  If  the  latter 


good,  talk  with  Bellcore's  Soliant  Internet  Systems.  Absolutely  no  one  pushes  the  power  of  the  Net  further 


)usinesses  build  revenues  and  cut  costs.  After  all,  we  are  Bellcore,  the  people  who  invented  the  networking 
B  on  which  almost  all  of  the  U.S.  telecom  system  runs.  Now  our  unparalleled  networking  expertise  can 
3  Net's  full  potential  to  companies  like  yours.  Anyone  can  run  an  ad  on  the  Internet.  With  us,  you  can 
lole  empire  on  it. 


ore 


I  SOLIAMX 

^      Internet  Systems 

How  Business  Succeeds  in  Cyberspace 
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MARKETING 


A  MARRIAGE 
MADE  IN  HELL 

How  the  Foote  Cone-Publicis  alliance  hit  the  rocks 


Executives  fi'om  two  of  the  world's 
most  venerable  advertising  agen- 
cies remember  with  bitter  ii'ony  the 
celebration  in  1990.  In  the  French  vil- 
lage of  Chantilly,  the  champagne  flowed 
freely  and  officials  warmly  embraced  to 
celebrate  the  broad  global  alliance  sealed 
between  Paris'  Publicis  and  Chicago's 
Foote,  Cone  &  Belding.  The  deal  was 
designed  to  fill  strategic  needs  of  each:  a 
joint  venture  in  Europe  would  finally 
give  FCB  the  intemational  reach  it  need- 
ed, while  Publicis  could  use  fcb's  ex- 
perience in  North  and  South  Amehca  to 
serve  its  own  multinational  clients. 

Yet  even  before  the  ink  dried  on  the 
deal,  NoiTnan  Brown,  then-FCB  chaimian, 
was  uneasy.  "I  could  feel  a  change  in  the 
Pubhcis  attitude,"  he  recalls.  He  claims 
Publicis  began  "undercutting"  fcb  man- 
agers in  Eiu'ope — from  embaiTassing  the 
FCB-designated  head  of  the  venture  at 
social  gatheiings  to  shoving  ex- 
penses from  Publicis  opei-ations 
into  the  European  joint  ven- 
ture. For  his  part,  Publicis 
President  Maurice  Levy  says 
he  sensed  similar  games-playing 
by  FCB.  His  feeling  of  betrayal 
broke  into  the  open  foui'  years 
later.  Stunned,  he  says,  by  an 
FCB  strategic  overhaul  in  1994, 
Levy  now  complains:  "I  felt  as 
if  I  had  been  cheated.  They  lied 
to  me  for  years." 

MONKEY  WRENCH.  The  ambitious,  cross- 
border  venture  officially  ended  earlier 
this  year,  after  bitter  and  expensive  di- 
vorce proceedings.  But  as  with  many 
divorces,  the  fighting  didn't  end  with 
the  decree.  True  North  Communications 
Inc.,  the  holding  company  set  up  in  1994 


PUBLICIS'  LEVY 


for  Foote  Cone,  and  the 
world's  No.  8  agency 
group,  is  fighting  off  a 
$28-a-share  hostile  take- 
over attempt  by  its  ex- 
partner  Publicis,  which 
still  owns  18.5%. 

The  bid  could  be  a  mon- 
key wrench  in  Ti'ue 
North's  first  major  acquisi- 
tion, a  planned  $440  mil- 
lion pui'chase  of  Bozell,  Ja- 
cobs, Kenyon  &  Eckhardt 
Inc.  Publicis,  the  world's 
13th-largest  agency,  is  in- 
tensely opposed.  Not  only 
would  the  acquisition  make 
Tine  North  a  more  sizable 
chunk  to  swallow,  it  would 
dilute  Publicis'  stake  to 
about  11%.  To  gamer  sup- 
port  against  the  Bozell  piu'chase.  Levy — 
with  no  small  amount  of 
irony — argues  that  this  pur- 
chase would  not  solve  Ti'ue 
North's  most  pressing  problem: 
meager  international  exjjosm'e. 

So  far,  the  French  compa- 
ny's takeover  of  Tr'ue  North 
has  been  stifled  by  a  federal 
court  judge  in  Chicago.  Should 
Publicis  prevail  in  its  appeal,  it 
could  be  costly:  Longtime  FCB 
client  S.  C.  Johnson  &  Son  Inc., 
with  some  $500  million  in  billings,  is 
threatening  to  walk  I'ather  than  do  busi- 
ness with  Publicis.  Other  F('B  chents  in- 
clude Coors,  AT&T,  and  r,jr  Nabisco. 

But  even  a  victoiy  over  Publicis  may 
not  relieve  pressure  on  Ti'ue  North 
management.  Shareholders  have  seen 
their  stock  underperform  that  of  ri- 


CONCENTRATED 
STAIN  MAKER. 


CONCENTRATED 
STAIN  REMOVER. 


SHOUT  OUT?  FCB  clien  t  S.  C.  Johnson  could  wall 


vals,  such  as  Omnicom  Group  and| 
terpublic  Group,  and  the  broader 
ket  for  yeai\s.  Last  spring,  the  comf 
turned  aside  an  approach  at  $27-a-sl| 
by  Interpublic.  Now,  restructuij 
costs  of  up  to  $120  miUion  from 
Bozell  deal  could  make  Ti'ue  No 
more  vulnerable.  Meanwhile,  Fq 
Cone  faces  the  possible  loss  of 
ness  from  Levi  Strauss  &  Co.,  wl( 
has  put  its  account  under  review. 

Looking  back  now,  the  initial  Pij 
cis/FCB  deal  was  fi-aught  with  dangeB 
though  it  did  pi'ovide  True  North  witlj 
to  80%'  of  its  earnings  in  one  yeai'. 
is  much  more  profound  than  a  bijtt- 
mud-wrestling"  between  a  few  ex* 
fives,  says  TiTie  North  independent] 
rector  Richard  S.  Braddock,  a  fort, 
Citicorp  president  who  is  supposeiU 
be  nonexecutive  chaimian  of  a  mei3d 


JAN.  1989  Ad  giants  Publicis 
and  Foote,  Cone  &  Belding 
strike  broad  alliance. 

OCT.  1993  Publicis  buys 
France's  Groupe  FCA!,  which 
has  a  U.S.  ad  agency  that  could 
connpete  with  Foote  Cone. 

DEC.  1994  Foote  Cone 
becomes  part  of  a  newly  creat- 
ed holding  company,  True 
North,  with  a  new  stated  mis- 


sion to  expand  internationally. 

FEB.  1996  The  two  sides 
declare  the  original  alliance 
dead.  But  they  take  another 
year,  until  Feb.  1997,  to 
unwind  the  venture. 

JAN.  1997  True  North  begins 
to  build  its  own  European  net- 
work, on  the  heels  of  a  Publi- 
cis announcement  that  it  will 
expand  overseas. 


JULY  1997  True  North 
announces  plans  to  buy  U. 
ad  agency  Bozell  Jacobs 
Kenyon  &  Eckhardt. 


DEC.  1997  Publicis  announ|!S 
hostile  cash  tender  offer  of 
$28  a  share,  or  $269  millio; 
to  gain  control  of  True  North 
Already,  Publicis,  with  18.5' 
of  True  North,  was  fighting  t 
spoil  the  Bozell  deal. 
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COMMITMENT 


is  being  steadfast  in  one's  beliefs  in  a  sea  of  doubt  and  hesitation. 


MITMENT  is  the  inevitable  consequence  of  an  unerring  belief  in  discipline. 


COMMITMENT  is  the  attitude  that  just  getting  your  feet  wet  just  isn't  good  enough. 


THE  COMPANY  YOU  KEEP' 
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II 


True  Noith/Bozell.  "Running  a  joint  ven- 
ture across  boundaries  increases  the 
risk." 

The  very  structure  of  the  deal  con- 
tained problems.  First,  Levy,  now  55, 
gained  51%  control  of  the  Eiu-opean  op- 
erations. But  FCB  had  little  choice,  says 
one  former  FCB  exec.  "Every  interna- 
tional client  had  chosen  an  agency,  and 
FCB  didn't  have  one,"  says  one  foirner 
Publicis-FCB  executive,  fcb's  own  opera- 
tions in  Europe  were  lackluster.  "Levy 
was  the  only  game  in  town."  After 
Brown's  retii'ement  in  1991,  the  ah-eady 
fraying  relationship  was  left  to  his  suc- 
cessor, Biiice  Mason.  Now  the  57-year-old 
chairman  of  True  North,  Mason  was  the 
only  FCB  director  to  vote  against  the 
joint  venture.  Why?  "I  didn't  feel  we 
should  give  up  control.  We  didn't  need 
him,"  says  Mason.  But,  he  says.  Levy 
needed  FCB  to  handle  its  big  chents  in 
the  U.  S.,  such  as  Nestle  and  L'Oreal. 
"BLEEDING  SCAB."  Battles  for  control  and 
personality  clashes  arose  immediately. 
Early  in  his  tenui'e.  Mason  wanted  the 
ventui'e  to  be  audited  by  Aithiu-  Ander- 
sen &  Co.;  Levy  refused.  There  were  al- 
legations that  Publicis  wasn't  helpful  with 
FCB  visa  applications.  "It  was  death  by  a 
thousand  cuts,  creating  one  huge,  bleed- 
ing scab,"  says  a  foimer  fcb  exec.  Levy 
dismissed  Mason  as  "a  Midwestenier" 

The  first  dustup  occiuTed  in  late  1993: 
Riblicis  acquii'ed  French  agency  Groupe 
fca!,  with  its  two-office  U.  S.  unit,  called 
Bloom.  Mason  felt  it  violated  the  teiTns  of 
the  joint  venture,  and  in  September,  1994, 
FCB  filed  for  an  arbitration  hearing,  a 
less  hostile  move  than  suing.  Then,  at  a 
boai'd  meeting  in  Madrid,  Mason  unveiled 
the  new  True  North  stnictui'e  and  re- 
vealed plans  for  a  range  of  acquisitions. 
"I  was  the  only  one  [of  the  fcb  outside 
directors]  who  knew  nothing,"  Levy 
claims.  "I  was  huil."  Time  North  insists 
Levy  was  infoiTned. 

Formal  divorce  proceedings  ensued. 
Mounting  frustration  within  True  North 
over  PubHcis  and  Mason's  strategy 
prompted  an  attempted  boardroom  coup 
against  Mason.  In  June,  1996,  the  issue 
came  to  a  vote  and  Mason  hung  on,  in 
part  because  client  S.  C.  Johnson,  wielding 
its  clout,  thi'eatened  to  bolt  if  Mason  was 
ditched.  Still,  the  board  stripped  Mason  of 
responsibility  for  dealing  with  Publicis. 

And  what  of  True  North's  future? 
Mason  is  detennined  to  seal  the  Bozell 
de?\  and  bring  in  Bozell's  longstanding 
Chrysler  Corp.  account.  Unable  to  do 
business  with  Levy,  at  least  Bozell's  se- 
nior .nanagers,  notes  Mason,  are  "Mid- 
weslei'n  like  us." 

Bij  Richard  A.  Melcher  in  Cfucago 
attd  (roU  Edmmidson  in  Paris 


MARKETING 

HARDLY  A 
HOUSEHOLD  NAME 

Why  Viacom  isn't  so  viable  in 
the  theme-store  wars 

It  ought  to  be  easy.  With  TV  icons  rang- 
ing from  /  Love  Lucy  to  Beavis  & 
Butt-head  to  Star  Trek,  Viacom  Inc.'s 
flagship  store  on  Chicago's  fashionable 
Michigan  Avenue  should  be  raking  in 
sales.  But  it's  not  working  out  that  way. 
Until  the  holiday  rush,  local  retail  ob- 
servers say  there  were  more  tourists 
than  buyers  in  the  $20-million,  15,000- 
squai'e-foot  store.  The  hohdays  ai'e  help- 
ing, but  Art  Steinberg,  president  of  retaU 
consultant  Greenhouse  Inc.,  says  the 


Time  Warner  Inc.  has  185  Warner  I^. 
Inc.  stores.  Neither  Disney  nor  Water 
discloses  store  results,  but  industryib- 
sei-vers  say  sales  could  exceed  $400te' 
square  foot,  more  than  double  the  a»r- . 
age  retail  store's  sales.  That  would  lur  \ 
Disney  and  Wanier  revenues  at  betveii 
an  estimated  $3  billion  and  $4  billion(a-  I 
nually,  they  figui'e.  [ 

Why  hasn't  Viacom  done  better?  jne 
problem  is  brand  recognition.  Maria 
Piccione,  11,  and  her  brother  Anthor 
of  Janesville,  Wis.,  were  on  hand  for 
Dec.  8  opening  of  the  latest  Nickelo(j 
store  in  Schaum.burg,  111.  While 
thought  the  store  was  "cool,"  neilj 
they — nor  more  importantly,  their 
ents — recognized  the  name  of 
elodeon's  parent,  Viacom.  Unlike  Dis 
"Viacom  is  hke  a  department  stor| 
brands,"  says  consultant  Steinberg. 

Not  surprisingly,  the  strongest 
generator  at  the  Viacom  store  has 


store  IS  more 
retailing. 

Nonetheless,  Viacom  Re- 
tail Group  Pi-esident  Thomas 
Haas  insists  that  sales  at  the 
flagship  stoi'e  ai'e  in  line  vrith 
the  company's  expectations. 
When  the  store  opened  last 
May,  Haas's  predecessor  predicted  it 
would  generate  as  much  as  $18  million 
annually.  Now  Haas  is  mum  on  numbers 
and  details  about  when,  or  if,  other  Via- 
com stores — or  the  planned  mtv  and  Star 
T)-ek  stores — will  open.  Besides  the 
Chicago  flagship,  Viacom  has  also  opened 
three  Nickelodeon  stores  vrith  products 
fi'om  its  kids'  shows. 
"SIDESHOW."  The  .$10  billion  entertain- 
ment theme-store  industiy  is  a  good  busi- 
ness "if  you  ai"e  fii-st,"  says  LaiTy  Haver- 
ty,  an  analyst  vrith  Boston's  State  Street 
Research.  Viacom  is  far  from  that.  Walt 
Disney  Co.  already  has  590  stores  and 


Beavis  &  Butt-head 
draw  interest-but 
not  always  sales-at 
Viacom's  main  store 


Nickelodeon  products,  ' 
brand  with  recognit  ^ 
which  accounts  for  AO'Jt 
sales.  These  outpace  the 
talgia  items  like  Lucy  p  i 
mas  or  models  of  Star  Tt  ■ 
starship,  the  Enterpris- 
which  retails  for  $10,(0. 
This  has  prompted  Viacom  to  changed 
focus,  with  plans  to  open  more  sma  r 
kids-oriented  Nickelodeon  stores  all  ba«i 
in  malls. 

The  confused  brand  image  combi;d 
with  Viacom's  late  entry  makes  the  ?- 
tail  venture  little  more  than  a 
"sideshow"  to  its  other  businesses,  s-s 
State  Street's  Haverty.  But  that  ccjd 
change  if  Viacom  perseveres  and  m 
several  dozen  stores  up  and  runni" 
Then,  analysts  say,  sales  could  re  h 
$2.5  bilHon.  But  Viacom  may  find  i  a 
long  trek  from  "cool"  to  profitable. 

By  De'Ann  Weimer  in  Chici* 
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]for  a  Limited  Time. .  A  CD  ROM  Preview  of 

he  Top  New 
»ata  Warehousing 
oftware 


Now 

Web  Enabled 


WJien  20( ),()()()  IS  mamigers  were  asked  to 
choose  the  top  sofiivare  for  data  warelwusing, 
tlieir  answer  had  a  familiar  ring: 

SAS"  software  from  SAS  Institute. 

As  the  only  end-to-end  solution  for  rai)id  data 
wai-ehousiiijE!;,  SAS  sof'twai  e  debvers  eveiytlun'j 
yon  need  to  manage,  organize,  and  ex])loit  yonr 
hnsiness  data.  The  tools  you 
use     huild  a  data  ware- 
liouse  ai  e  the  sanie  ones  used 
to  maintain  it...iim  it... and 
ehange  it.  And  what's  more, 
everytliing's  sealalile.  Jiunp 
iTglit  uito  y(tui-  enteq)iTse- 
wide  infonnation  delivery 
applieations...or  stail  small 
aiul  hiuld  on  your  suecess.  '  r  i  ' 

SAS  softwai'e  doesn't  eonsume  overheati  for 
datal>ase  features  you  don't  need.  And  once  you 
have  data  in      waivhouse,  you'll  find  eveiythuig 
you  need  for  data  ([uei-y  and  rejxn-ting,  OL.'VP/ 
multi-diinensional  analysis,  data  mining,  dataliase 
marketing,  data  visualization,  and  much  more. 


Datamation 


Procluct 

'^^""•Yeai* 


DATAMATION 


PRODUCT 

OF  THE 

YEAR  1996 


FRO^A  J 


ADVANTAGE 


m 


SAS  Institute 

Software  for  Successful  Decision  Making 

Phone  919.677.8200    In  Canada  1.800.363.8397 
You  ran  also  recjuest  your  free  CD  ROM  by  visiting 
us  on  the  World  Wide  Wei)  at  http://www.sas.coni/ 


E-mail:  bw@sas.com 


SAS  IS  a  registered  trademark  of  SAS  InsMule  Inc.  Copyright  c  1997  by  SAS  Institute  Inc. 
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HAMBREGHT&aUIST: 
STILLABRIDESMAiP 

don't   look   for  MERRILL 

Lynch  to  walk  down  the  aisle 
anytime  soon  with  high-tech 
investment  bank  Hambrecht 
&  Quist.  After  some  six 
weeks  of  takeover  talks, 
sources  say  the  two  have 
i-eached  an  impasse  over  how 
they  would  integrate  the 
fii'ms'  diverse  cultiu'es.  More- 
over, with  Hambrecht's  stock 
soaring  on  reports  of  the  ne- 
gotiations. Men-ill  would  have 
had  to  pay  more  than  $1  bil- 
lion foi-  the  alliance.  That's  a 
hefty  premium  even  by  cur- 
rent standards.  Although 
sources  say  it's  unlikely  that 
Hambrecht  will  look  for  an- 
other merger  partner  in  the 
near  term,  the  fh'm  is  under 
pressure  fi'om  Wall  Street  to 


CLOSING  BELL 


RING  THEM  BELLS 

Teleport  Communications'  stock 
soared  on  Dec.  8-9  after  reports 
that  the  local  phone  company, 
which  competes  with  Baby  Bells 
such  as  Bell  Atlantic  and 
Ameritech,  could  be  sold.  On 
Dec.  9,  the  stock  hit  57y$,  up 
from  51X  on  Dec.  5.  Who  would 
buy  Teleport?  The  most  likely 
acquirers:  GTE  and  AT&T.  AT&T  is 
still  looking  for  a  route  to  the 
$100  billion  local  market  and  is 
selling  assets  that  should  net  it 
more  than  $4  billion.  New  CEO 
Michael  Armstrong  aims  to 
reveal  big  plans  in  January,  and 
some  analysts  expect  them  to 
include  a  major  acquisition,  per- 
haps of  Teleport. 


TELEPORT  COMMUNICATIONS 


^  STOCK  PRICt 
}  1  1  1  I  L 
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bulk  up  so  that  it  can  com- 
pete better  with  its  tradi- 
tional rivals,  Alex.  Brown, 
Robertson  Stephens,  and 
Montgomery  Securities — all 
of  which  have  been  swal- 
lowed up  by  bigger  banks. 

KRAFT  FASTS 

IN  EUROPE  

it's  restructuring  time 
for  the  international  food  busi- 
ness at  Philip  Morris.  The 
company  announced  on  Dec. 
9  it  would  close  facilities  over- 
seas and  slice  2,500  jobs, 
mostly  at  Ki-aft,  for  annual 
savings  of  about  $200  million 
by  2000.  Cost:  a  pretax  chai'ge 
of  $630  million.  Analysts  ex- 
pect most  of  the  cuts  to  be 
made  in  Em-ope,  where  Kraft 
has  an  ill-fitting  array  of  food 
outfits.  Pliilip  Monis  has  over- 
hauled its  domestic  food  op- 
ei'ations,  and  Salomon  Smith 
Barney's  Maitin  Feldman  says 
operating  margins  for  U.  S. 
food  companies  have  climbed 
from  12%  to  18%  in  the  U.  S. 
since  1992.  Ki'aft's  margins  in 
Eiu'ope  ai'e  stuck  cummd  12%-. 

NEXT  ON  CNBC: 
DOW  JONES  

DOW  .TONES  CHIEF  EXECUTIVE 
Peter  Kann  agi'eed  on  Dec. 
9  to  merge  the  company's  TV 
ventures  into  cnbc.  Dow 
Jones  says  that  it  has  lost 
more  than  $150  million  on  TV 
since  1994.  cnbc,  a  cable  net- 
work owned  by  NBC,  will 
make  about  $120  million  in 
the  U.  S.  this  year,  although 
its  inter'national  operations 
are  still  in  the  red.  cnbc  will 
now  cany  plenty  of  branded 
Wall  Street  Jotin/al  content, 
and  MSNBC  Online  also  gains 
access  to  Jourval  informa- 
tion. Dow  Jones  will  own  half 
of  the  merged  international 
operations,  while  CNBc  in  the 
U.  S.  will  remain  part  of  nbc. 
Says  NBC  Cable  President 
Tom  Rogers:  "This  creates 
the  ultimate  business  news 
brand." 


H  EA  D  L  i  N  E  R :  L  A  R  R  Y  ELL  I  SON 


WHAT  HAPPENED.  LARRY? 


Has  Oracle  Chairman 
Lawrence  Ellison  taken  his 
eye  off  the  ball?  While  Elli- 
son is  promoting  his  vi- 
sion of  a  network  P( 
on  eveiy  desk,  Or- 
acle's core  soft- 
ware business  is 
hitting  a  rough 
patch.  Second- 
quarter  earnings 
of  $187  milUon  on 
revenues  of  $1.6 
billion,  announced  on 
Dec.  9,  missed  analysts'  es- 
timates by  17%'.  Worse,  Or- 
acle eked  out  revenue 
gi"owth  of  3%  in  its  data- 
base business  and  7%  in 
corporate  applications — 
which  gi-ew  by  96%  a  quar- 
ter earlier.  Oracle  stock  fell 
29%  on  the  news,  to  22'Xr,. 

Other  factors  in  Oracle's 
performance  include  a 


shortfall  in  Asian  sales,  air 
lysts  say.  Also,  Oracle  suf- 
fered from  a  difficult  sales 
force  reorganization  and 
a  decline  in  sales  tc 
telecommunica- 
tions companies 
a  key  market. 

It's  no  won- 
der Chief  Fi 
nancial  Officer 
Jefft-ey  Henley 
sounds  embar- 
rassed. "Usually,  0 
forecasts  are  reasonably 
close,"  he  says.  "But  this 
time,  eveiy  geography  in 
the  world  missed  theii' 
numbers."  Could  be  time 
for  Ellison,  now  $2.14  billic 
poorer  on  paper,  to  pay  at- 
tention to  the  database 
business  that  made  him  a 
billionaire. 

By  Steve  Ham'i 


1 


CHRISTIE'S  GOES 
UNDER  THE  HAMMER 

GOINt;,     (iOING,  GONE? 

Someone  has  made  an  offer 
for  Christie's  International, 
and  Christie's  is  reviewing 
the  bid.  The  231-year-old 
London  auction  house  won't 
identify  the  suitor,  but  spec- 
ulation centers  around 
Joseph  Lewis,  a  Bahamas- 
based  investor,  who  owns 
just  under  30%.  of  the  com- 
pany. Lewis  couldn't  be 
reached  for  comment.  The 
offer  comes  as  Christie's 
earnings  have  edged  ahead 
of  longtime  rival  Sotheby's. 
Christie's  also  scored  a  coup 
this  fall  with  the  $206  million 
auction  of  the  Ganz  collection 
of  modern  paintings. 

PERFORATIONS  IN 
THE  GLASS  CEILING 

WELL,   it's  PROGRESS,  BUT 

not  a  lot.  Women  accounted 
for  10.6%'  of  corporate  officers 


at  500  large  companies  as| 
February,  according  to  a 
port  by  Catalyst,  a  reseal 
group.  That's  up  modesi 
fi-om  10%  in  1996  and  8.79Si 
1995.  And  2.5%  of  the 
2,500  corporate  earners 
women,  up  fi'om  1.9%. 
only  four  companies: 
H.  F.  Ahmanson,  SLM  Hold 
and  Pitney  Bowes  do  wor 
make  up  more  than  40% 
officers.    And  predictal 
women  officers  remain  stil 
in  staff  roles,  filTing  just  5.| 
of  top  line  jobs. 

ETCETERA... 

8  Eli  Lilly  won  fda  appro^ 
for  E vista,  its  new  ostfl»*^ 
porosis-prevention  drug. 
m  J.  P.  Morgan  announced  k 
earnings  were  hurt  by  ti  'fi 
moil  in  global  markets. 
m  Quest  plans  to  launch  lo 
cost  Internet  phone  servi 
on  its  network, 
a  Sears'  head  of  its  cred|| 
card  unit  quit  to  start  an 
commerce  company. 


44  lUJ- 


WEEK    DECEMBER  22,  1997 


^  

I 


■ 


IT 


s 


I 


I 


Business  Week — the  perfect  holiday  gift  for  your  staff,  colleagues,  clients 
and  friends.  Anyone  who  cares  about  business  will  appreciate  receiving 
the  most  widely-read  business  magazine  in  the  world. 

You  can  order  gift  subscriptions  for  a  price  that  will  enhance  your  bottom 
line:  only  $42.95  for  51  issues  (that's  76%  off  the  $178.50  newsstand 
price!).  Order  today  and  take  it  easy  through  the  holidays! 


BusinessWeek 


1'800'635--1200 


.lovol..u^..  <om  or  wrilp  Toycto  Motor  Corporate  Services.  9  W  SVth  Si  ,  4900-B14,  New  York  NY  10019  "1997 


VEHYONE 


Strength,  flexibility,  a 
healthy  competitive  spirit.  It's  no  wonder  that, 
in   1972,  Toyota  established  its  first  U.S. 


■  a  truck  body  „/ 


:  n  o  w 


HE  BEST 


lODY 


U  I  L  D  E  B  S 


cmn 


o)  M  n 


C  A.  L  I  F  O  E.  N  I A 


California,  US^ 

manufacturing  plant,  for  building  truck  body 
components,  in  Long  Beach,  California. 

Since  the  establishment 
of  our  national  sales  headquarters  in  Torrance 
nearly  40  years  ago,  Toyota's  California  opera- 
tions have  been  a  cornerstone  of  our  $7  billion 
investment  in  U.S.  manufacturing  and  jobs. 
Today,  Toyota  directly  employs  more  than 
20,000  Americans,  not  just  in  California,  but 
in  communities  from  coast  to  coast. 

As  a  company  doing 
business  in  the  global  marketplace,  Toyota 
understands  the  importance  of  investing 
locally,  to  ensure  that  the  vehicles  and  com- 
ponents we  sell  meet  the  specific  needs  of  all 
our  customers  -  wherever  they  may  be. 

That's  why,  in  communi- 
ties all  around  the  world  -  from  California,  to 
Australia,  to  Thailand  and  beyond  -  Toyota 
vehicles  and  components  are  being  built  by 
the  same  people  who  drive  them. 

Local  investment,  it  not 
only  builds  better  vehicles,  it  helps  people  in 
communities  like  Long  Beach  go  from 
strength  to  strength. 


TOYOTA  People  Drive  Us 


International  Business 


ASIA 


JOBS 
SHOCK 

Layoffs  could  reach  2  million 


The  Asian  crisis  is  gaining  momen- 
tum. In  early  December,  the  hopes 
for  an  earhj  return  to  confidence 
evaporated.  First,  it  became  clear 
that  the  scale  of  South  Korea's  crisis 
is  greater  than  anyone  imagined 
even  a  few  weeks  ago.  Doubts  are 
noiv  mounting  that  the  Internation- 
al Monetary  Fund  can  force  the 
kind  of  change  that  Korea  and  other 
Asian  nations  need,  hi  Japan,  hack- 
room  political  maneuvering  seemed 
to  stall  the  restructuring  of  the  na- 
tion's banks. 

The  global  fallout  fivm  the  o-isis 
is  also  becoming  apparent.  In  Asia, 
the  pain  of  layoffs  is  statiing  to  he 
felt,  and  social  unrest  may  ensue. 
Ceiiainly  the  region's  growing  mid- 
dle class  must  scale  down  its  expec- 
tations. Investors  in  the  U.  S.,  who 
Jiad  at  first  discouyi  ted  the  effect  of 
Asia's  turmoil  on  earnings,  are  now 
rethinking  their  positions.  The  oper- 
ations of  blue-chip  companies  such 
as  Boeing,  Coca-Cola,  and  Oracle 
are  all  showing  signs  of  Asian  fa - 
tii/iie.  And  the  ultimate  casualty 
could  be  the  U.S.  bull  market.  As 
the  ue.d  three  stories  demonstrate, 
there  is  more  bad  news  yet  to  come 
ou  t  of  Asia. 


Scores  of  employ- 
ees fi'om  Dong- 
bang  Peregrine 
Securities  Co.  in 
South  Korea  were 
dead  set  on  saving 
their  jobs,  dps  was 
closing  three  offices 
and  letting  go  several 
dozen  workers.  So  the 
white-collar  employees, 
clad  in  headbands  and 
carrying  protest  banners,  stonned  the 
headquarters  in  early  December.  For 
two  days,  they  bullied  fii-m  officials  by 
banging  on  tables  and  chanting  slogans. 
The  e.xhausted  executives  finally 
promised  to  consider  how  to  turn 
around  the  slumping  company  without 
firing  so  many  people. 

But  even  if  these  protesters  keep 
their  hvelihoods,  many  others  won't.  An 
unemployment  crisis  is  gathering  force 
in  Asia,  and  layoffs  ai'e  soaring  to  levels 
not  seen  for  more  than  a  decade.  Asia's 
cuiTency  crisis,  which  touched  off  bank- 
ruptcies, halted  spending,  and  slowed 
growth  when  it  began  in  July,  is  likely 
to  result  in  neaiiy  2  million  Asian  work- 
ers losing  their  jobs  by  next  year.  Not 
just  the  Korean  financial  sector,  but  Thai 
assembly  plants,  retail  stores  in  Hong 
Kong,  and  construction  sites  in  Indone- 
sia are  filing  workei-s  by  the  thousands. 
Migrant  wf)i'kers  who  fueled  Asia's 


building  boom  are  likely  to  be  smstiji.  testi 
home.  Even  Japanese  are  seeing  tY  msmii 
long-saci'ed  lifetime  employment  syst 
shrivel. 

If  these  workers  take  to  the  stre  is  To 
in  force,  the  region's  political  calm  eo  felit, 
be  shattered.  David  C.  Roche,  an  ec 


l.ieii'|)bj!ij 

!?  to  !abo: 


omist  at  London's  Independent  Strat<  m  vear.  In 
Ltd.,  notes  that  Mexican  living  st 
dards  fell  nearly  30%  after  the  p( 
shock  three  years  ago.  That  kind; 
drop  in  Asia  would  produce  "notkl 
short  of  a  revolution,"  Roche  says.  C( 
pounding  the  risk  is  that  most  As| 
countries  lack  unemployment  bene: 
As  a  result,  says  the  International 
bor  Organization,  the  sharp  increasi 
layoffs  could  be  catastrophic.  "Theil 
going  to  be  a  lot  of  unrest  in  Thailai, 
Indonesia,  and  Korea,"  says  W.  R.  Sir- 
son,  a  senior  ILO  official  in  Bangkok. 

Already  the  numbers  of  unemplovi 
are  alarming.  In  Indonesia,  420,000  c- 


ASIA:  THE  BAD  NEWS  ABOUT  JOBS 
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INDONESIA 


420,000  workers 
laid  off,  with  the 
total  reaching 
1  million  by  next 
year. 

DAIA  BUSINESSWEEK 


THAILAND 


It's  headed  for 
recession,  and 
830,000  Thais 
could  be  newly 
jobless  by  next 
year. 


With  restructuring  and 
austerity  measures, 
350,000  jobs  are  to 
disappear.  Thousands 
of  migrant  workers 
may  be  kicked  out. 


JAPANS 


Banks  and  brokerage 
firms  are  collapsing: 
11,000  have  just 
lost  their  jobs,  and 
260,000  more 
layoffs  are  expected. 


The  failure  of  real 
estate  firms  and 
department  stores  ha 
triggered  4,000  cuts 
in  the  past  month. 
More  are  likely. 
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GASPS  IN 


1,  textile,  and 
cs  workers  have 
r  jobs  so  far,  ac    HONG  KONG 
to  labor  union  ,,1-  .f 

Tohap   sima-  ii»e  iitarket 

t,  and  the  num-  plunge  brOlight 

'yr'inS.^S  disbelief.  Now, 

rnment  predicts  Asia'S  laid-ofi 

.f'Jtaytff  workers  liave 
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other  emergency-ward  patient, 
,  is  bracing  for  tougher  times.  It 
unemployment  to  rocket  from 
ion  now  to  2  million  by  the  end 
year.  The  government  has  es- 


tablished a  "Mass  Layoffs  Cen- 
ter" to  match  people  with  jobs 
\'ia  computer,  but  it  will  be  un- 
able to  cope  with  the  influx. 

Yet  the  potential  for  unrest 
in  Thailand  is  mitigated  slight- 
ly by  the  economy's  depen- 
dence on  agiicultiu'e,  wliich  em- 
ploys 60%  of  the  Thai 
workforce — and  by  Thais'  more 
fatalistic  view  of  life.  Rather 
than  riot,  the  newly  unem- 
ployed may  head  back  to  their 
villages  and  farms  or  take 
up  new  professions.  Sirivat 
Voravetvuthikun,  a  Bangkok 
broker  who  went  bankiupt,  be- 
came a  local  media  celebrity  af- 
iri-  he  started  peddling  home- 
made sandwiches — fh'st  in  the 
lobby  of  his  building,  then  to  a 
local  hospital.  Without  bitter- 
ness, a  sweat-drenched  Sirivat 
tells  a  visitor  to  his  kitchen 
work  space:  "I  deserve  my 
fate." 

Even  Hong  Kong  is  feeling 
the  strain  of  the  regional  slow- 
down. The  giant  Yaohan  de- 
partment store  closed  in  late 
November,  tlu'owing  more  than 
2,700  workers  into  the  street. 
Real  estate  agents  have  been 
closing  shop  as  property  sales 
dive  and  prices  have  fallen 
more  than  20%  since  October. 
"Unemployment  is  issue  No.  1 
in  Hong  Kong,"  says  Lee 
Cheuk  Yan  of  the  Hong  Kong- 
Federation  of  Ti'ade  Unions. 

Securities  houses  are  also 
bracing  for  a  tough  year.  Pere- 
grine, which  has  been  ham- 
mered by  turbulence  in  the  re- 
gional markets,  laid  off  275  people,  many 
of  them  in  Hong  Kong.  "The  markets 
are  bad,  and  we  need  to  hunker  dowm 
and  prepare  for  hard  times,"  says 
Shankar  Dey,  managing  director  of  Pere- 
giine  India,  where  19  people  were  let  go. 
Deutsche  Morgan  Grenfell  Inc.  also 
closed  its  eight-person  equities  opera- 
tion in  Bombay.  And  Jardine  Fleming- 
Securities  Ltd.  in  Hong  Kong  is  looking 
to  cut  more  staff  after  laying  off  several. 

Even  if  protests  over  job  losses  are 
subdued,  the  layoffs  will  change  Asia's 
labor  markets  for  decades.  Asia's  miracle 
used  to  mean  that  just  about  eveiy  em- 
ployee would  have  a  job  for  life.  Tlie  im- 
age of  Asia's  workers  may  now 
change — fi'om  salaryman  in  a  starched 
white  shirt  to  banner-waving  protester. 

By  Mark  L.  Clifford  in  Hong  Kong, 
with  Moon  Ihlwan  in  Seoul,  Michael 
Shari  in  Bangkok,  and  bureau  reports 


ASIA 


CLIPPED  WINGS 
FOR  AIRLINES 

Falling  currencies  and  rising 
debt  curb  fleet  expansion 

On  a  tai-mac  outside  Seattle  sit  three 
shiny  new  Boeing  737s,  their  tails 
painted  in  the  deep  blue  colors  of 
their  buyer— Garuda  Indonesia.  But 
they  won't  be  aloft  anytime  soon.  With 
the  inpiah  down  45%  since  July,  Garuda 
can't  pay  for  them  just  yet. 

The  grounded  planes  symbolize  the 
harsh  reality  liitting  aii'lines  across  Asia. 
Plunging  ciuTencies,  debt  problems,  and 
sharply  lower  forecasts  for  air  travel 
are  forcing  executives  to  rein  in  their 
sky-high  ambitions.  Over  the  next  three 
years,  Boeing  Co.  expects  that  Asian 
orders  for  60  planes  will  be  postponed. 


TAXIING  ALONG:  Asian  carriers  are 
postponi ng  new  orders 

A  downturn  in  Asia  can  be  bad  news 
for  aii'craft  makers.  The  region  accounts 
for  a  full  one-third  of  the  $L1  trillion  in 
commercial  aircraft  sales  expected  over 
the  next  20  years.  Already,  the  gloom 
has  forced  Boeing  Co.  to  delay  launching 
new  777  models.  Investors  have  pushed 
Boeing's  stock  down  by  8%  to  around 
$.50  since  Dec.  8,  when  word  of  spread- 
ing postponements  surfaced.  Asia  wor- 
ries prompted  Merrill  Lynch  &  Co.  to 
cut  its  1999  eamings-per-share  estimate 
for  Boeing  by  14%.  to  $3.60. 
NICE  PROBLEM.  Boeing  executives  still 
exude  confidence.  After  all,  Boeing's 
biggest  problem  this  year  has  been  try- 
ing to  keep  up  with  a  cmshing  backlog 
of  1,7.50  planes.  wSo  its  production  lines 
will  be  used  to  satisfy  customei's  in  the 
West.  Also,  Boeing  believes  the  planes 
will  still  be  needed  in  Asia.  "You  will 
not  see  cancellations,"  predicts  Larry 
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S.  Dickenson,  Boeing's  vice-president 
for  Asia  sales. 

But  many  analysts  are  not  sure  the 
picture  is  as  bi'ight.  The  fear  is  that  if 
Asia's  problems  deepen,  Boeing's  cus- 
tomers will  slash  expansion.  Carriers 
like  Singapore  Aii*lines,  Korean  Aii;  and 
Malaysian  Airlines  all  have  invested  fu- 
riously as  they  vie  for  regional  su- 
premacy. But  as  their  fleets  swell,  pas- 
senger growth  has  begim  to  flatten. 

More  worrisome  are  Asia's  mounting 


debts.  Malaysian  Airlines,  for  example, 
has  $4  billion  in  orders  and  options  for 
13  Boeing  777s.  But  it  is  strapped  for 
foreign  currency  to  service  its  $3  bil- 
lion debt.  Korean  Air,  meanwhile,  has  a 
massive  $5.5  billion  in  debt  and  lost 
$190  million  in  1996.  The  canier's  losses 
could  triple  this  year.  Predicts  Hong 
Kong  consultant  Jim  Eckes,  managing 
director  of  Indoswiss  Aviation:  "Orders 
are  going  to  be  canceled  by  a  number  of 
airlines." 


It's  not  all  dark  skies  in  Asian  av^ 
tion.  Carriers  like  Singapore  Air  aii 
Cathay  Pacific  remain  among  the  worLj 
best  managed  and  are  well  positioned  r 
grow  when  the  crisis  abates.  But  f; 
the  next  few  years,  Asia's  airlines  w| 
have  to  cope  with  the  excesses  of  t'l 
boom  years.  That  means  more  jets  mij 
be  stranded  on  Boeing's  tarmac. 

By  Bruce  Einhorn  in  Hong  Kori, 
ivith  Seanna  Browder  in  Seattle  ai 
Moon.  Ihlwan  in  Seoul 


COMMENTARY 


By  Brian  Bremner 

JAPAN'S  FINANCES  NEED  SHAKING  OUT-NOT  PROPPING  UP 


First,  Tokyo  dissembles  for 
years  about  the  scale  of  its 
mess.  Then,  with  the  collapse 
of  four  institutions  last  month,  the 
ruling  Liberal  Democratic  Party 
says  that  yes,  there  might  be  a 
problem.  Now,  an  ldp  task  force  is 
about  to  approve  a  plan  to  raise 
$77  billion  from  bond  sales  to  pre- 
vent a  panic.  Has  Japan's  crisis 
come  mercifully  to  an  end? 

Don't  count  on  it.  Tiaie,  investors 
turned  euphoric  on  Dec.  9,  after 
Prime  Minister  Ryutaro  Hashimoto 
backed  the  plan.  Having  taxed  the 
nation  into  fresh  recession  this 
yeai',  Hashimoto  has — for  now — 
dropped  his  fixation  with  cutting 
Japan's  budget  deficit.  With  sup- 
port dwindling,  he  has  little  choice. 

Yet  Hashimoto  is  no  match  for 
the  entrenched  interests.  Macroeco- 
nomic  and  refonn  pohcies  have  al- 
ready been  hijacked  by  ldp  elders 
with  ties  to  the  ministries  and  in- 
dustries they  oversee.  When  the 
LDP  unveils  its  bailout  package  on 
Dec.  16,  investors  may  be  shocked. 
Rather  than  speed  a  shakeout  of  the 
financial  sector,  the  ldp  may  instead 
jjrop  up  its  rickety  stnicture. 
COZY  TIES.  A  month  ago,  Hashimoto 
and  Minister  of  Finance  Hiroshi  Mit- 
suzuka  suggested  that  public  funds 
would  cover  only  depositors  and  in- 
vestors. The  markets  would  deter- 
mine the  fates  of  banks  and  brokers. 
Now,  there's  talk  at  ldp  headquar- 
ters of  using  money  to  shore  up  the 
very  institutions  that  made  the  mess. 

Former  Premier  Kiichi  Miyazawa 
r'ninks  some  money  should  buy  the 
ii.-t  faTed  shares  of  the  weaker  play- 
ers. Sciroku  Kajiyama,  the  ldp's  for- 
mer thi'-f  cabinet  secretary,  also  sug- 


gests that  regulators  postpone  new 
rules  that  would  make  it  tougher  for 
debt-laden  companies  to  borrow.  If 
Kajiyama  gets  his  way,  banks  could 
keep  rolling  over  problem  loans — 
which  helped  bring  on  the  crisis. 
Other  elements  of  Hashimoto's  Big 
Bang  overhaul  of  Japan's  markets 
could  be  put  off  as  well. 

You  can't  blame  party  hacks  for 
trying — but  then  again,  maybe  you 
can.  Their  links  with  financial  institu- 
tions have  long  enriched  politicians 
and  party  coffers — and  not  always 
legally.  Wliy  strain  these  cozy  ties 
now?  Yet  clinging  to  the  status  quo 
is  not  merely  wi'ongheaded:  It's  eco- 


nomic hara-kiri.  Any  bank  get- 
ting public  money  may  be  viewed 
as  damaged  goods — and  could 
risk  a  run  on  its  deposits.  "You 
send  the  wi'ong  signal  if  you  line 
up  in  front  of  mof  for  help,"  says 
Brian  Waterhouse,  a  banking  ana- 
lyst at  HSBC  James  Capel. 

If  Japan  isn't  careful — and  if  a 
massive  run  on  the  banks  en- 
sues— the  cost  of  a  bailout  will  be 
far  higher  than  anyone  now  imag- 
ines. Japan  will  also  send  the 
wrong  signal  to  the  region's  de- 
clawed  Tigers  as  they  struggle  to 
shutter  failing  banks  and  brokers. 

Finance  Ministry  insiders  insist 
that  coolei-  heads  will  prevail  and 
that  the  government  vdll  use 
most  bailout  funds  to  replenish 
the  Deposit  Insurance  Corp.  The 
Die  would  also  get  expanded  pow- 
er to  merge  or  shut  enfeebled 
banks.  Any  banks  getting  help 
will  be  carefully  screened,  insists 
Sei  Nakai,  deputy  director-gener- 
al of  mof's  Banking  Bureau.  Fine, 
but  why  aren't  reform-minded 
MOF  bureaucrats  publicly  repudiating 
the  ldp's  misguided  approach?  "Hid- 
ing behind  the  curtain  is  necessary," 
Nakai  says. 

As  a  matter  of  expedience,  maybe. 
But  that's  precisely  the  problem. 
Just  when  the  governing  ehte  should 
lead  a  public  debate  about  the  need 
to  endure  economic  pain,  everybody 
is  retreating  into  the  shadows.  Ordi- 
nary Japanese  haven't  a  clue  how 
this  money  will  be  spent.  And  the 
architects  of  Japan's  lost  decade 
aren't  about  to  tell  them. 

Bremner  is  BUSINESS  week's 
Tokyo  bureau  chief. 
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EUROPE 


HOW  THE  BIG  ONE 
CHANGES  BANKING 

The  UBS  deal  could  touch  off  a  transatlantic  merger  frenzy 


The  blockbuster  merger  forming  the 
world's  second-largest  bank  was 
three  years  in  the  making.  But  the 
creation  of  United  Bank  of  Switzerland, 
with  $6o2  billion  in  assets  and  $59  billion 
in  stock  market  capitalization,  will  set 
off  shock  waves  for  years  to  come. 

The  monster  bank  born  of  Swiss 
Bank  and  Union  Bank  of  Switzerland 
will  give  new  oomph  to  ceo  Marcel  Os- 
pel's  audacious  strategy:  Build  a  world- 
wide money  manager  and  investment 
bank  that  can  take  on  the  likes  of  Mer- 
rill Lynch  &  Co.  and  Moi-gan  vStanley, 
Dean  Witter,  Discover  &  Co.  woi'ldwide. 
Feeling  the  heat,  competitors  may  now 
kick  off  a  ti'ansatlantic  feeding  fi-enzy  in 
a  quest  lo  remain  in  the  game.  Othei' 
European  banks  may  msh  to  bulk  up  by 
buying  the  few  remaining  independent 
Wall  Street  firms,  including  Lehman 
'irothers  Inc.  or  privately  owned  Gold- 
•■'■•;!n,  Sachs  &  Co.  And  European  banks 
also  go  afte)'  one  anothei-  (table). 
'■';!v^  London-based  J.  P.  Morgan  &  Co. 
r;t  Stuart  Graham:  "Suddenly,  size 
Carrier  to  doing  a  deal,  and  no- 
■  t'V)  big." 


The  virtues  of  size  will  only  increase 
when  Europe  adopts  a  single  cuirency 
on  Jan  1,  1999.  One  reason:  It  will  take 
bigger  banks  to  handle  the  volume  of 
mergers  across  all  industry  hues  that 
are  expected  to  take  place.  When  the 
euro  makes  its  debut,  the  dealmaking 
will  reach  an  even  greater  frenzy.  "We 


expect  a  very  significant  restr 
turing    and  privatiza 
wave  to  go  through 
rope,"  Ospel  says. 

European  monet; 
union  will  also  creat 
new  wave  of  euro  pr 
ucts  for  banks,  insur 
and  money  managers 
sell.  Already,  bankn 
state  pension  systems 
giving  way  to  private  - 
tii-ement  plans  investing  \ 
securities  markets.  Eu 
pean  mutual-fund  ass| 
have  nearly  tripled  si 
1991,  to  $1.8  trillion 
midyear,  figures  Lip 
Analytical  Services  Colt. 
That's  largely  because  L 
vestors,    worried  ab(t 
their  pensions  coming 
short,  are  pouring  mo 
into  stocks.  As  inter 
rates  converge,  invest 
hungry  for  higher  returns 
also  becoming  more  willing  to  t; 
on  risk,  creating  a  market  for  j 
bonds.  And  seciuitization  of  bank  debi 
becoming  common. 
STOCK  HIKE.  Increased  competition^ 
also  driving  banks  to  merge  to  cut  coiu 
The  new  UBS  plans  to  ax  13,000  of  fj 
55,474  employees  worldwide.  Some  7,i 
of  the  cuts  will  come  in  Switzerla: 
where  the  partners  have  overlapp; 
branch  networks.  The  reductions 
save  UBS  $2.75  billion  by  2001  and  b 
make  the  bank  more  attractive  to 
vestors,  who  have  taken  a  dim  vi 
lately  of  laggard  lenders.  The  anticip 
ed  savings  are  the  main  reason  Unit 
Bank's  and  SBC's  share  prices  ha 
jumped  sharply  since  news  of  the  d 
first  surfaced  on  Dec.  5.  «» 
It  was  pressure  from  Swiss  sha> 
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EUROPE'S  NEXT  MERGERS? 

FRANCE  Banque  Nationale  de  Paris,  Credit  Lyonnais,  and  CIC,  a  group  of 
regional  banks  being  privatized,  look  like  possible  takeover  targets. 


GERMANY  Deutsche  Bank  is  scouting  in  France.  Also,  Commerzbank  and 
Dresdner  may  become  targets. 


BENELUX  A  three-way  merger  among  Kredietbank,  CGER,  and  Rabobank  is  pos-| 
sible.  Generale  de  Banque  and  ABN-Amro  are  interested  in  CIC.  ABN-Amro  mighl 
fit  nicely  with  Dutch  insurer  Aegon. 


SCANDINAVIA  Merger  options  include:  SE-Banken  and  Nordbanken;  Handels- 
banken  and  SE-Banken;  and  Merita  Nordbanken  and  Finnish  insurer  Pofyola. 


BRITAIN  Competition  guidelines  make  mega-mergers  difficult.  Possible:  Bar- 
clays-NatWest;  hookups  between  banks  and  ex-building  societies  such  as  NatWest 
and  Abbey  National  and  lenders  and  insurers  like  Barclays  and  Legal  &  General. 
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holder-lights  activist  Martin  Ebner,  who 
owns  25%  of  Union  Bank  of  Switzer- 
land's shares  and  has  long  sought  better 
returns,  that  helped  spark  the  deal  with 
SB(".  In  August,  Zurich  rival  Credit 
Suisse  had  announced  its  $9.8  billion  ac- 
quisition of  insurance  giant  Winterthur, 
a  deal  largely  engineered  by  Ebner. 
That,  in  pait,  touched  off  a  number  of 
European  financial  mergers  and  left  Os- 
pel  and  Union  Bank  ceo  Mathis  Cabi- 
allavetta  with  little  choice.  Says  Ospel: 
"We  were  in  danger  of  becoming  mar- 
ginalized in  major  business  areas,  and 
that  was  not  an  attractive  prospect." 

Some  European  banks  have  already 
reached  that  marginal  state.  Britain's 
Barclays  Bank  and  National  Westmin- 
ster Bank  have  had  to  drop  out  of  in- 
vestment banking.  Big  Continental  i)lay- 
ers,  including  Deutsche  Bank,  Dresdner 
Bank,  and  Societe  Generale,  to  say  noth- 
ing of  Union  Bank  itself,  have  had  trou- 
ble keeping  up  without  expensive  new 
acquisitions.  "There's  an  argument  that 


you  have  to  have  size  to  make  it  in  in- 
vestment banking,"  notes  Deutsche 
Bank  board  member  Ulrich  Cartellieri. 
"Whether  you're  No.  1  or  No.  10,  the 
costs  are  enonnous." 

The  new  UBS  will  have  the  heft  to 
manage  these  costs.  With  $920  bilhon 
under  management,  it  will  be  the  world 
leader  in  asset  management.  But  the 
bank  is  still  far  fi'om  global.  Bank  Julius 
Baer  &  Co.  analyst  Hans  Kaufmann  fig- 
ures about  50%  of  its  business  comes 
fi'om  Switzerland,  25%  from  Britain  and 
Europe,  and  just  10%i  from  the  U.  S. 

The  bank's  real  profit  generators  are 
its  private-banking  unit,  which  provides 
sophisticated  investment  services  to  the 
wealthy,  plus  investment  banking  and 
institutional  money  management.  These 
businesses  will  produce  83%-  of  the  as- 
tounding $7.5  billion  in  profits  UBS  pro- 
jects it  will  earn  by  2002,  which  will 
give  it  a  leg  up  on  Eiu'opean  rivals.  An- 
alysts see  huge  potential  in  private 
banking,  where  the  new  bank  has  near- 


ly $400  billion  under  management.  " 
a  very  hot  market,  and  UBS  is  veiy  \ 
positioned,"  says  Michel  Bonackei 
McKinsey  &  Co.  partner 

In  investment  banking,  the  going  n 
be  tougher.  In  1995,  Swiss  Bank  p 
$1.3  bilhon  for  British  investment  b; 
S.  G.  Warburg,  which  will  still  be 
main  som'ce  of  the  new  bank's  stren^ 
UBS  will  be  a  major  force  in  bond 
suance  in  Em-ope  and  is  No.  1  in  Eu 
pean  mergei-s  and  acqmsitions.  But  ub; 
now  facing  swarming  competition  fr 
American  rivals  Morgan  Stanley  D( 
Witter-  Discover;  Goldman  Sachs;  J 
Morgan;  and  Merrill  Lynch.  And 
bank's  plans  to  cut  6,000  investme 
banking  jobs  could  destabilize  the  opt 
tion  for  months. 

SWISS  COUP.  The  big  question  n( 
When  will  Ospel  start-  to  use  his  \ 
chest  to  make  more  acquisitions — es 
daily  in  the  U.  S.  He  won  the  top  jot 
SBC  last  year  paitly  by  engineering  ' 
takeovers,  including  Warburg.  The 
year-old  Ospel  is  the  dominant  force 
the  new  organization.  Not  only  did 
get  the  CEO  title  despite  SBC's  smal 
size  but  'nis  team  has  nearly  all  the 
jobs.  Peter  Wuffli,  40,  a  former  Mc 
sey  consultant,  will  be  chief  finan 
officer.  SBC's  heads  of  investment  ba' 
ing,  private  banking,  and  asset  mana 
ment  will  also  get  the  same  jobs 
United.  The  bank's  organizational  st 
ture  will  be  similar  to  SBC's. 

Recently,  Ospel  paid  out  $600  mil" 
to  bolster  sbc's  weak  position  in  inve 
ment  banking  in  the  U.  S.  by  buyi 
Dillon,  Read  &  Co.  He  also  launchec 
major  joint  venture  with  Long-Tei 
Credit  Bank  of  Japan  Ltd.  as  part  of 
effoi-t  to  strengthen  the  bank's  positi 
in  Asia.  Still,  the  combined  SBC  and  U 
lag  in  global  m&a,  with  only  $112  billi 
in  deals  this  year,  vs.  market  lead 
Morgan  Stanley's  $234  bilhon.  But  t 
new  bank's  enormous  capital  base  v. 
give  it  the  ability  to  "fmance  any  de 
anywhere,  anytime,"  Kaufmann  says. 

Ospel's  merger  still  faces  potent 
glitches.  i;bs's  restmcturing  of  its  Swi 
operations  will  draw  the  ire  of  unio 
and  possibly  Swiss  Ti-ade  &  Indust 
Minister  Jean-Pascal  Delamuraz.  Sti 
says  Kurt  Schiltknecht,  a  top  Ebn 
lieutenant,  "we  think  the  bank  now  w 
have  a  good  chance  to  benefit  from  tl 
opening  up  of  financial  markets"  in  E 
rope  and  elsewhere.  In  time,  it  w 
cause  major  upheavals  as  other  bani 
try  to  keep  up  with  its  bold  moves. 

By  Thane  Peterson  in  Zurich,  wi 
Kernj  Capell  in  New  York.  Willia 
Echikson  in  Brussels,  and  Stanley  Rei 
in  London 


THE  SHORT-TERM  PAIN 
IS  NECESSARY' 


Chaimian  Mathis  Cabiallavetta 
and  CEO  Marcel  Ospel  of  United 
Bank  of  Switzerland  spoke  with 
international  fifriance  editor  KenTy 
Capell  about  hank  consolidation. 

Q.  Why  the  merger  took  place: 
A.  Cabiallavetta:  There  ai-e  too 
many  banks.  Three  big  ones  in 
Switzerland  are  too  many. 


Q.  On  further  bank  deals: 
A.  Ospel:  The  pace  of  merger-s 
will  accelerate.  The  closer  we  get 
to  European  [monetary]  union,  the 
more  cross-border  mergers  we  will 
see  in  Europe.  That  will  translate 
into  transatlantic  mergei's.  There  are 
one-third  fewer  midsize  banks  in  the 
U.  S.  than  there  were  three  years 
ago  because  of  mergers  or  acquisi- 
tions. We  expect  this  to  continue  in 
the  U.  S.  and  happen  more  in  Europe 
within  the  next  year. 


Q.  On  the  fallout  from  mergers: 
A„  Cabiallavetta:  Restioicturing  is  of- 
ven  accompanied  by  unemployment, 
ihtire  will  be  wear  and  tear  on  the 
HOfJ^l  fabric,  but  this  is  an  intermedi- 
a"c<'  piiase.  All  Swiss  peojjle  may 
ihink  in  theii-  hearts  and  minds  that 


OSPEL  AND  CABIALLAVETTA:  For  now. 
no  plans  to  go  hunting  in  the  U.S. 


this  is  a  good  move,  but  still  they 
are  beleaguered.  This  is  no  fun  for 
Mr.  Ospel  and  me.  The  short-term 
pain  is  necessai*y  for  long-term  gain. 

Q.  On  a  possible  U.  S.  acquisition: 
A.  Ospel:  We  have  no  plans  at  this 
juncture.  Between  UBS  and  Warburg 
Dillon  Read,  we  have  a  platfoi-m  in 
the  U.  S.  on  which  to  build.  Our  goal 
of  becoming  one  of  the  top  five  glob- 
al players  in  investment  banking- 
does  not  mean  that  we  have  to  be  a 
top-five  playei-  in  every  market. 
[But]  if  we  come  to  the  conclusion 
that  we  need  to  adjust  our  structure 
and  operations  in  North  America  via 
the  acquisition  route,  we  could  do  so. 
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New  Chrysler  Town  &  Country 


^hat  a  penthouse  looks  like  on  the  ground  floor. 


!  new  Chrysler  Town  &  Country  LXi  offers  a  whole  new  level  of  luxury.  To  begin  with,  it  was  designed  to  pamper  seven, 
de,  you'll  find  such  luxurious  amenities  as  leather-trimmed  seating.  Dual  Zone  Temperature  Controls,  an  acoustically 
Dred  10-speaker  audio  system  and  available  personalized  heated  front  seats.  All  this,  plus  an  even  more  refined  design, 
kes  the  new  Chrysler  Town  &  Country  a  most  uncommon  lux- 
address.  To  find  out  more,  call  1.800. CHRYSLER  or  visit  www 
yslercars.com.  We  d  be  happy  to  give  you  a  walk-through. 


ENGINEERED       TO      BE      GREAT  CARS 


.M.nr.KTHE  POWER 


MSNBC 


Information  is  power. 

(And  you'll  get  a  lot  more  of  it 

when  you  use  our  56K'  modem.) 

When  youVe  looking  for  business  information,  you  want  to  get  it  fast.  Use  a  U.S.  Robotics'"'  56K 
modem  with  x2^'  ' technology  to  download  the  A^SNBCWeb  site  and  that's  exactly  how  you'll  get  it. 

As  the  fastest  modem  we've  ever  created  for  use  over  regular  phone  lines,  the  U.S.  Robotics 
56K  modem  lets  you  get  the  most  out  of  the  Internet  -  quickly  More  than  1,100  Internet  providers 
worldwide,  including  MindSpnng  and  NETCOM,  offer  live  x2  service  right  now,  so  you  can  start 
using  your  U.S.  Robotics  56K  modem  today  We'll  even  guarantee  a  free  upgrade  to  ensure  it 
meets  the  international  56K  standard  when  it's  established  (expected  in  1998).'  Even  better;  if  you 
buy  a  U.S.  Robotics  56K  modem  right  now,  you'll  get  $50  cash  back  by  mail." 

Unlock  the  true  power  of  the  Internet  with  the  #1  selling  56K  modem  in  the  world. 
And  experience  what  true  power  really  feels  like. 
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iY  JOHN  TEMPLEMAN 


PIN  IS  CODDLING  THE  COMMUNISTS- 
MISSING  HIS  BIG  CHANCE 


nee  his  surprise  win  in  France's  general  elections 
immer,  Socialist  Prime  Minister  Lionel  Jospin  has 
•ed  a  close  relationship  with  his  French  Communist 
^)  allies.  He  immediately  recruited  three  Commu- 
his  cabinet,  and  pcf  leader  Robert  Hue  received  a 
reception  at  the  Sociahst  Party's  November  con- 
ftrst  time  in  seven  decades  a  Communist  was  in- 
:tend. 

leeds  Communist  support  to  stay  in  power  Without 
F  votes,  he  can't  muster  the  289 
Dr  an  absolute  majority  in  France's 
>•  National  Assembly.  But  Commu- 
ig  has  a  high  price.  Jospin  may  be 
the  Socialists  of  a  historic  chance  to 
rol  of  France's  pohtical  center  as 

•  did  in  Britain. 

)mmunists  have  yanked  Jospin's 
rously  at  times.  They  have,  for  ex- 
eatened  to  nix  welfare  refoirns  and 
its  and  block  privatizations.  They 
t  that  Jospin  honor  a  campaign 
scrap  tough  immigi-ation  laws  put 
V  right-wing  governments. 

•  now,  the  Communists  are  a  lot 
lan  they  appear.  The  threats  to 
n  the  govermnent  are  largely  emp- 
ig  a  new  election  while  Jospin  is 

■  could  decimate  the  pcf  at  the  polls.  As  a  result, 
)ps  stood  by  and  watched  as  Jospin  cut  social  se- 
lefits,  privatized  chunks  of  state-owned  companies 
;e  Telecom,  and  allowed  Renault  to  close  plants, 
ich  Communists  are  swallowing  a  lot  of  things  they 
,"  says  Dominique  Moisi,  deputy  director  of  the 
stitute  of  International  Relations  in  Paris, 
though,  has  been  slow  to  exploit  the  pcf's  weakjiess. 
such  as  Finance  Minister  Dominique  Strauss-Kahn 
'  to  see  more  centrist  pohcies,  for  instance  on  pri- 


PULLING  LEFT:  Communist  Hue 


vatization,  that  would  make  it  easier  to  extract  France  ft"om 
its  economic  woes.  Jospin,  however,  can't  afford  to  go  too  fast. 
Voters  rejected  decisively  the  free-market  nostrums  of  fonner 
Prime  Minister  Alain  Juppe. 

WARM  FUZZIES.  Hue,  meantime,  is  shedding  the  Stalinism 
practiced  by  Ms  predecessor,  Georges  Marchais,  who  led  the 
party  from  1972  to  1994.  Marchais,  who  died  on  Nov.  16, 
kept  a  dictatorial  grip  on  the  party,  rejected  Italian-style 
Eurocommunism,  and  endorsed  the  Soviet  invasion  of 
Afghanistan. 

The  PCF  is  undergoing  a  profound  trans- 
formation. Hue  has  quietly  dispensed  with 
rigid  Marxist  dogma,  and  French  Commu- 
nists now  accept  a  mixed  economy  consisting 
of  both  pubhc  and  private  capital.  Instead 
of  trying  to  foment  revolution  and  class 
struggle,  the  party  is  focusing  on  modest 
goals,  from  a  shorter  workweek  to  curb  un- 
employment to  taxes  on  financial  speculators. 
The  party's  tone,  once  strident,  is  wann  and 
fuzzy.  "[We  want]  a  society  that  is  more  just, 
more  humane,  and  less  hard — where  making 
money  isn't  the  leading  value,"  says  pcf  Na- 
tional Committee  member  Daniel  Cirera. 

Hue  may  have  to  quicken  the  pace  of  his 
reforms.  Under  Marchais'  rigid  reign,  the 
party's  share  of  votes  in  national  elections 
fell  fi-om  25%  to  7%.  Hue's  reforms  already  have  halted  the 
slide.  This  year,  the  pcf  won  9%  of  votes.  Bolder  moves 
may  be  needed  to  regain  lost  gTound.  "The  pcf  has  no  choice 
but  to  evolve  towaixl  a  social  democratic  party  or  lose  support 
and  die,"  says  political  analyst  Alain  Duhamel. 

By  constantly  looking  over  his  left  shoulder,  Jospin  is  giv- 
ing Hue  the  time  he  needs  to  fix  the  pcf.  In  the  long  nm, 
that  could  turn  out  to  be  a  calamitous  move  for  the  French 
Socialists — and  make  it  easier  for  the  Right  to  I'egain  power. 

By  Gail  Edinoiidson  in  Paris 


)BALWRAPUP 


:  GIRDS  TO  FIGHT  BOEING 

r  be  too  little,  too  late.  But  in 
response  to  the  swift  consoli- 
f  the  U.  S.  aerospace  industry, 
?rnments  of  France,  Germany, 
ain  on  Dec.  9  urged  Aerospa- 
dmler-Benz  Aerospace,  and 
(Aerospace  to  come  up  with  a 
plan  by  the  end  of  March  to 
ate  their  aerospace  and 
electronics  businesses, 
rst  step  will  be  the  long- 
conversion  of  Europe's  Airbus 
e  consortium  into  a  regular 


company  that  could  moi-e  effectively 
compete  against  Boeing  Co.  Short  on 
details  and  long  on  rhetoric,  prodding 
by  the  three  governments  may 
nonetheless  help  bi'eak  a  stalemate 
that  threatens  to  leave  the  European 
industry  in  the  dust  behind  the  Amer- 
ican giant. 

INDIA  FREES  TV  FROM  CONTROL 

►  For  decades,  India's  state-run  TV 
station  Doordarshan  India  was  a 
creature  of  the  I'uling  party  in  New 
Delhi.  But  just  before  collapsing,  the 
United  Front  coalition  liberated  the 


station  from  political  control.  Now 
called  Indian  Broadcasting  Corp.,  it 
has  a  chance  to  establish  its  credibili- 
ty in  covering  elections  due  early 
next  year. 

But  controversy  is  sui'e  to  result. 
New  Chief  Executive  S.  S.  Gill  is  a 
self-described  "unrepentant  Marxist." 
He  ordered  the  news  division  to  re- 
port fearlessly  and  resist  political  pres- 
sures. But  he  threatens  to  cancel  luiid 
serials  and  epics  based  on  Hindu 
myths,  although  they  are  among  the 
station's  best  watched  and  most  prof- 
itable progi'ams. 
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Advanced     Data     Solutions     For    Corporate  Challenges 


When  your  business 
is  on  the  hue, 
is  your  Internet  access 
left  to  chance  ? 


With  Sprint's  Internet  Performance  Guarantees,  getting  on 
tlic  Net  isn't  a  game  ot  cliancc.  Because  we  i^now  tiie 
power  ot  tile  Internet  is  out  of  reacli  if  yon  can't  get  con- 
nected Tliat's  wily  we  guarantee  yom'  service.  So  yon  can 
enhance  yoin'  prodncti\ it} ,  iiroatien  \onr  martcet,  track 
in\entory  and  connect  witii  siiiiiiliers  —  e\ en  customers, 
worldwide— witiioiit  playing  musical  chairs,  dnaranteed.  As  a 
leading  pro\  ider  of  Internet  services,  let  ns  show  you  how  real 
performance,  reliability,  antl  unsurpassed  speed  can  im|-)act 
your  business  www.sprint.com/sprintbiz  1*800 •669 •4700 


Sprint. 


We  help  your  business  do  more  business" 


>.pn]'t  "ofiiniinicationi^.  Company  L  P      Sprinl  guaranlees  its  Internet  and  intranet  customers  99%  busy-tree  dial  access  and  99.5%  dedicated  access  and  backbone  availability  If  levels  are  not  met,  Sprint  will  credi 

customers  a  percentage  ot  their  monthly  port  fee  Contact  your  Sprint  representative  for  details 


Special  Report 


inRPRISE 

mely  Insights  for  Small  Business 


Box  page  2 
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ers,  scanning  software,  bankruptcy  trends, 
)mmutmg,  benefits,  and  more 

ucation  page  4 

t,  Click,  Learn 

e  classrooms  can  offer 
-business  owners  an 
lable  and  flexible  way  to 
>ecific  training,  practical 
nation,  and  contacts 

Companies  page  b 

No  Cloth  Dummy 

Jennifer  Barclay  weaves  a 
philosophy  into  her  Blue  Fish 
clothing:  Create  artistic, 
responsibly  sourced  garments 


My  Company  page  10 

Snafu  City 

Kevin  Kelly  learned  through 
trial,  error,  and  apoplexy 
that  American  manufacturers 
have  a  considerable  way  to 
go  before  the  much  vaunted 
"quality  revolution"  becomes 
a  way  of  life 

Technology  page  12 
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:a  Match 

3igar-maker  Tabacon  has  to 

bute  its  brands  as  aggressively  as  rivals  with 

resources.  So  far,  revenues  are  smokin' 


Keeping  Track 

Software  programs  that  remind 
you  of  appointments  and  keep 
up-to-date  contact  lists  aren't 
new,  but  they've  grown  more 
sophisticated,  user-friendly,  and 
cheap.  Now  they  can  also  follow 
sales  and  make  forecasts 

Downtime  page  14 

The  Company  That  Bowls  Together... 

Employee  excursions  facilitate  bonding  that  can 
pay  dividends  in  improved  office  morale,  franker 
interactions,  and  a  more  unified  corporate  vision 


e  on  smaH  business,  visit  BW  Plus!  at  wwwJ>usinessweel<.com  or  America  Online  at  keyword:  BWEnterprise 
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INBOX 


SOME  FRIENDLY  ADVICE 


If  friends  and  family  are  pitching  business  advice,  cover  your  ears. 
Comprehensive  Business  Services,  a  national  accounting  franchise, 
asked  250  small-business  owners  who  helped  launch  their  compa- 
nies— and  who  they'd  recommend  now.  The  consensus:  Go  with  the  pros. 


IF  I'D  ONLY  KNOWN  THEN... 


ACTUALLY  RECOMMEND 
CONSULTED  CONSULTING 


ACCOUNTANT/BOOKKEEPER 
FINANCIAL  PLANNER/AnORNEY 
BANKER 

INVESTMENT  ADVISER 
FAMILY  AND  FRIENDS 


DATA:  COMPREHENSIVE 
BUSINESS  SERVICES  INC 


MORE  BUSINESS  FAILURES... 


SO  THEY  SAY 

"Vou  never  know  what  will 
happen  ivhen  you're  forced 
out  of  your  little  world. " 

—Cornelius  A.  M.  Geer.  president  of  an 
Internet  consulting  firm,  on  employee 
outings  (p.14) 


1     F     M     A  M 

A  THOUSANDS  OF  FAILURES 
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GOODBYE  PAPER... HELLO  BITS 


Hitting  stores  now:  PaperVue,  $59.95  sof 
ware  from  New  Orleans-based  Zydeco  (80 
932-7515).  It  lets  you  scan  documents 
directly  into  1,600  programs  such  as  ACT 
and  Quicken,  where  you  can  edit  text  and 
transfer  data.  Competitor  PaperPort  Delux 
from  Visioneer  (800  787-7007)  at  $99.9 
works  with  about  185  applications. 


REGULATIONS  TO  WATCH 


1997  was  a  pretty  good  year  for  small  busin 
in  Washington.  Some  things  to  watch  in  19: 
TAXES:  A  penalty  waiver  for  not  filing  el 
tronically  e.xpires  July  1,  and  is  unlikely 
e.xtended.  In  June  a  m.oratorium 
expires  on  an  iRS  rule  requiring 
limited  partners  to  pay  employ- 
ment taxes  on  partnership  profits. 
The  Hill  will  likely  kick  the  matter 
back  to  the  iRS  foi'  a  rewrite. 
HEALTH   CARE:  Small-business 
advocates  will  push  to  make  health 
insurance  premiums  foi-  the  self-emijloyed 
ly  deductible  before  2007,  as  scheduled,  but 
cost  in  revenues  makes  it  a  tough  sell. 
INDEPENDENT  CONTRACTORS:   This  y 
proposed  regs  to  make  it  easier  to  declare  ind 
pendent  status  died.  Backers  will  try  again,  tj 
labor  and  the  administration  are  firmly  opposi 
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...BUT  SMALLER  ONES 


MAR.  JUNE 

iHCUSANDS  OF  DOLLARS 

DATA  DUNS  BRAOSTREE, 


SEPT. 


At  first  glance,  the  news 
IS  grim.  Dun  &  Brad- 
street  Corp.  data  show 
business  failures  through  October  are 
up  22%  this  year  over  last  year,  with 
total  debt  owed  up  51%.  Take  out  a 
few  major  failures,  though,  and  the 
average  liability  of  bankrupt  outfits  is 
down.  That  suggests  the  firms  going 
under  are  small.  John  Lonski,  senior 


A  GOOD  ECONOMY— 
BUT  NOT  FOR  ALL 


economist  at  Moody's 
Investors  Service,  sug- 
gests these  firms  suc- 
cumbed to  cash  flow  troubles  stem- 
ming from  growth,  the  labor  squeeze, 
and  price  pressures.  Silver  lining:  Sur- 
vivors get  freed-up  talent  and  chancesf 
to  consolidate.  Overall,  Lonski  notes, 
smaller  companies  outperformed  larger!- 
ones  m  the  third  quarter. 
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A  KEY  CORP.  SURVEY  SHOWS  18%  OF  SMALL  BIZ  OWNERStRs 
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DIAL-IN  WORKERS 


,ow,  leading  the  herd  in  telecommuting . . .  small 
ness.  More  than  65%  of  the  9.1  million  telecom- 
ers  in  the  U.  S.  work  for  companies  with  fewer  than 
)yees,  according  to  idc/link  research.  Top  industries  for 
uters  are  health  care  (13.5%),  education  (9%  ),  and  archi- 
1.8%).  But  there's  more  to  managing  it  than  buying  the 
)dem.  Employers  should  consider  the  potential 
luter's  personality — organized  self-motivators  do 
}  the  arrangements  at  home.  Legal 
?iude  insurance  for  off-site  job-related 
Smart  Valley  Inc.,  a  Silicon  Valley  non- 
fit  promoting  telecommunicating,  has  a 
rview  on  the  topic  at  smartone.svi.org. 


EHER  BENEFITS? 


INSURANCE 


URANCE 


OB  SHARING 


(RING 


S  BUSINESSES  OWNED 
'  BY  WOMEN 

^BUSINESSES  OWNED 
L  BY  MEN 


20  30  40  50  60  70  80  90 
ONAL  FOUNDATION  FOR  WOMEN  BUSINESS  OWNERS 


WORKING  OUT  MANAGEMENT  KINKS 

A growing  number  of  U.S.  service  companies  are  pursuing  an  internation- 
al "good  management"  seal  of  approval  called  iso  9000.  More  than  a  mar- 
keting tool,  it  helps  a  company  cut  prijcedural  kinks  and  set  up  systems 
to  catch  problems  at  the  source.  The  reported  benefits:  long-term  savings  and 
increased  customer  satisfaction.  What's  involved?  An  "audit"  by  a  registrar  who 
reviews  operations,  from  customer  requests  to  final  billing.  That  means  a  com- 
pany must  document  exactly  what  it  does,  how,  and  who  is  responsible  at  each 
step.  At  Belmay  Inc.,  a  Yonkers  (N.Y.)-based  fragrance  design  firm,  audit 
preparations  revealed  at  least  10  systemic 
problems — in  handling  rush  orders,  for 
example.  Contact  the  American  National 
Standards  Institute  (212  642-8908  or 
www.nssn.org).  Local  colleges  or  business 
centers  may  also  have  info. 


E  BENNIES 


Learn  more  at  BW  Plus!  at  www.businessweek.com 
or  America  Online:  Keyword:  BWEnterprise. 


0  offers  better  benefits:  men  or 
omen?  It  depends.  Small  firms 
wned  by  men  are  more  gener- 

traditional  bennies,  a  survey 
d  this  spring  for  MassMutual 
)ossibly  because  male-owned 
3S  tend  to  be  older.  But  women 
r  in  some  areas,  notably  fiex- 

1  profit-sharing.  They're  also 
)%  to  3%. — in  offering  child 
t  they're  behind  61%  to  60%  in 
leave. 


\  PINKERTON  ■ 


3513 


A  TOUCH-TONE  TRUTH  SERUM 


4 


Want  to  avoid  hiring  employees  who  lie,  cheat,  or  steal?  Psy- 
chological "honesty  tests"  intended  to  measure  job  seekers' 
integrity  can  be  given  via  Touch-Tone  phone  or  computer — 
^    with  the  results  available  instantly.  Pinkerton  Service  Group's  83- 
question  Stanton  Survey  (800  528-5745)  starts  at  $12.50.  Competitor 
Ncs  London  House  (800  221-8378)  sells  a  similar  product  for  $21. 
Both  outfits  offer  volume  discounts. 

Learn  more  at  BW  Plus!  at  www.businessweek.com  or  America  Online:  Keyword:  BWEnterprise. 
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Education 


ONLINE  LEARNING 
IN  THE  OFF  HOURS 


Virtual  classrooms  offer  real  business  bennies 


When  Susan  Sherman  wanted  to 
leaiT)  new  techniques  for  clinm- 
ming  up  business  for  her  inte- 
rior design  company  in  Wood- 
bridge,  N.J.,  she  could  have  signed  up 
for  a  marketing  class  at  a  local  college. 
But  she  was  too  pressed  for  time  to  sit 
in  a  classroom.  Instead,  she  turned  to 
the  World  Wide  Web. 

Foi'  $65,  SheiTnan,  owner  of  Pi'ofes- 
sional  Office  Solutions  Inc.,  which  spe- 
cializes in  office  design, 
ONLINE  took  a  two-session  on- 
COURSES  hne  course  offered  by 
Denver-based  Retail 
Advisors,  a  consulting  fii'm  for  micro- 
businesses.  At  the  preairanged  hour  of  9 
p.m.,  Shemian  logged  on  from  her*  home 
computer  to  consultant  David  Wing's 
password-pi'otected  site,  along  with  about 
five  other  classmates  ai'oimd  the  countiy. 
P^ollowing  Wing's  instnictions  and  com- 
ments on  the  left  side  of  the  screen, 
Shemian  tyj^ed  in  infonnation  about  ^, 
her  business  and  her  customer  base 
on  the  right  side.  Then,  the  par- 
ticipants commented  on  one  an- 
other's situations;  their  discus- 
sions also  appeared  on  the  . 
light  side  of  the  screen.  Tliis  *^ 
mix  of  instniction 
and  live  chat 
helped  Sher- 
man focu;^ 


her  marketing  plan 
and  develop  fresh 
ideas.  One  was  to  at- 
tract new  clients 
with  a  holiday  gift 
brochiu'e  offering  of- 
fice decor  items  such 
as  thi'ow  pillows  and 
wall  hangings.  "I 
needed  the  help 
and  liked  the  'Vj 


idea  of  doing 
it  from  my 
computer,"  ^ 


time.  Web-based  courses  offer  an  I 
fordable  and  flexible  way  to  get  si 
cific  training  and  practical  informatio] 
on     everything     from  restaur 
management  to  business-plan  wiitj^ 
to  dispute  resolution.  No  less  im{i 
tant,  they  offer  a  sti-uctured  comi 
nity,  where  entrepreneurs  can  : 
work  and  brainstorm  on.^  ^. 
with  classmates.  Sometin  l^^-'i 
these  online  contacts  1 
to  offline  working 
lationships,  e 
friendships. 
MIDNIGHT  OIL.  W 
hard  data  is  i 
scant,  more  than 
colleges,  universr 
and  training  in 
tutes  offer  upwa 
of  500  Web-bai 
business  courses, 
cording  to  Petersi 
Guide  to  Dista 


Learning  Prograi 


she  says.  "The 
course  really 
opened   up  my 
creativity." 
While  the  Inter- 
net may  still  have  its 
flaws  as  a  marketing 
tool,  educators,  consul- 
tants, and  trainers  are  dis- 
covering its  huge  potential 
as  a  vhtual  classroom.  Partic- 
ularly for  small-business  own- 
ers, who  may  have  more 
good  intentions  than 
money    or  free 


[jtlcad  i\ 

ti. 

ifthetn 
(lituiieiiti 


asyi 

Ui  no  St 


Many  more  clasi 
are  also  being  offered  by  consultPnj* 
firms,  professional  groups,  and  tn 
associations. 

These  classes  join  other  foiTns  of  ( 
tance  learning,  which  in  the  old  di 
consisted  mainly  of  mail-in  correspi 
dence  coiu'ses.  Now,  they  also  in- 


sitjevrfli 


elude  audio- 
conferencing, 
faxing, 


and  video- 


1 


and  comput 
based  training. 
Like  Sherman,  most  onl: 
business  students  are  short  on  time  £ 
long  on  life  experience — tliey're  usua 
30  and  older.  "People  ai-e  always  sem 
me  their  work  at  midnight,"  says  A| 
Delikan,  who  teaches  an  online  coursi 
grammar  for  business  writing  for 
New  School  for  Social  Research  in  Ni 
York.  Most  students  are  also  lookij 
for  answers  to  real-world  proble: 
rather  than  credits  toward  a  degri 
"The  student  oftentimes  has  a  gre 
widget,  but  he  really  needs  an  appre: 
ation  for  the  steps  it  takes  to  sell  i 
explains  online  instructor  Ronald  Onr 
ton,  who  teaches  marketing  for  the  U 
versity  of  California  at  Berkeley  E| 
tension  progi'am.  . 

Some  professional  seminars  offer 
by  organizations  are  free  for  the 
members.  Community  colleges  char! 
from  $65  to  $100  for  short  cours*; 
while  full-credit  university  offerin 


5300-$  1,000.  Most  classes  tlon't 
I  high-powered  computer — just 
access.  Sometimes,  you'll  have 
load  special  software  that's 

lost  all  cases,  students  receive 
idings,  assignments,  critiques, 
tures"  over  the  Internet.  In- 
the  traditional  classroom  dis- 
;tudents  communicate  by  post- 
ments  on  electronic  bulletin 
,  theii-  convenience — or  through 
le  chat. 

led  asynchronous  courses  usu- 
\  no  set  start  dates  or  definite 

which  students  must  log 
hey  rely  on  E-mail 
es  and  bul- 

oards.  » 


Others,  such  as  Retail  Advi- 
sors' classes,  convene  at  spe- 
cific times,  to  allow  for  live 
chat  sessions. 

At  Richard  Walton's  "In- 
troduction to  Management" 
class,  one  of  20  onhne  busi- 
ness courses  offered  by  the 
New  School,  students  log  onto 
the  Web  site  anytime.  In  the 
online  classroom,  Walton  has 
posted  a  reading  assignment  as 
well  as  sample  problems  in 
strategic  planning.  His  students  include 
such  entrepreneurs  as  publisher  James 
Prevor,  owner  of  Phoenix  Media  Net- 
work Inc.  in  Boca  Raton,  Fla.,  who  of- 
ten taps  into  Walton's  virtual  classroom 
via  laptop  from  the  road.  There,  he 
comments  on  other  students'  strategic 
plans,  submits  his  own,  and  later  reads 
student  and  teacher  feedback  on  the 
site.  "It's  essential  that  everyone  join 
in,"  says  Walton,  who  prods  reticent 
students  by  E-mail. 
NET  TRICKS.  How  can  you  find  a  class 
to  suit  your  own  business  needs?  If 
you  search  such  key 
'Z  words  as  "marketing" 
0y  'or  "management"  on 
k  /sj  the  Internet,  you'll 
|>l  uncover  a  bundle — 

some    useful,    some  not. 
Classes  that  teach  Net  skills  are 
especially  popular  Janis  Rose  says  that 
her  Internet  Studio  in  Spring'field,  111., 


Point,  Click,  Learn 

ig  for  an  online  business  course?  Here's  a  sampling  of  Web  sites  that 
offer  courses  and  seminars  that  entrepreneurs  may  find  helpful, 
sck  with  the  organization  for  details  on  course  schedules  and  fees. 

FERNET  STUDIO 
-2828 

tstudio.com 

Small  group  courses  and  seminars  on  business  uses 
of  the  Net,  such  as  sending  anonymous  E-mail  to 
assess  competition.  Instructors  create  courses  to  order. 

:hool  for 
research 

-5880 
nsa.edu 

An  unusual  list  of  business-related  courses  start  twice 
a  semester  and  can  be  taken  at  any  time.  Among 
current  offerings:  "The  Grammar  of  Business  Writing," 
and  "Organizational  Behavior  in  Technical  Companies." 

ADVISORS 

-5281 

aiiadvz.com 

Courses  for  retailers  and  other  small  businesses 
include  live  chats  where  students  develop  business 
plans  or  devise  customized  marketing  strategies. 

LADO  COLLEGE 
-8150 

maricopa.edu 

Basic  business  courses  and  lots  of  computer  classes 
start  every  two  weeks.  A  virtual  college  with  no 
campus,  its  online  selection  is  among  the  largest. 

F  CALIFORNIA 
.EY  EXTENSION 

-4111 

lil.unex.berkeley. 
ne 

Traditional  business  and  management  courses  let 
students  start  and  attend  at  any  time.  Most  popular 
course:  critical  thinking.  Bulletin-board-based 
discussion  is  a  large  part  of  the  course  work. 
Emphasizes  its  access  through  America  Online. 

IF  PHOENIX 

-5463 

9hx.edu/0nline 

Day  or  night,  students  can  tap  into  undergraduate 
and  graduate  business  degree  programs.  Students 
collaborate  in  small  "virtual  work  groups"  through 
chat  rooms  and  other  conferencing. 

has  taught  more  than  800  students 
such  tricks  as  scoping  out  your  com- 
petitors through  E-mail  or  using  the 
Net  for  long-distance  calls. 

For  a  less  scattershot  approach  than 
a  search  engine  offers,  go  to  one  of  the 
bulletin  boards  that  serve  entrepre- 
neurs, such  as  the  National  Federation 
of  Independent  Business  workshop  fo- 
mm  (www.nfibonline.com/workshop). 

Jill  Stahl  Tyler,  ovmer  of 
Stahl  &  Associates  Inter- 
national Consultants  in 
Brattleboro,  Vt.,  which 
aiTanges  internships 
and  labor  ex- 
changes among 
dairy  farmers, 
took  a  class  on 
marketing  and 
pricing  that  is 
sponsored  by  Field 
of  Dreams,  an  on- 
line support  group 
for  women  entre- 
preneurs (www. 
fodreams.com).  As 
part  of  the  course 
work,  lyier  designed 
a  trade  show  to 
bring  together  far- 
flung  dairy  farmers. 
Tyler  said  the  class 
forced  her  to  consider 
new  revenue  streams 
and  encoiu'aged  brain- 
storming: "After  the  class,  I  found  my- 
self spending  two  or  tkree  hours  just 
thinking  about  it." 

But  not  all  courses  are  so  satisfying. 
Tyler  took  one  free  class  where  the 
teacher  simply  stopped  logging  on,  and 
often  students  drop  out  of  low-cost 
classes,  putting  a  damper  on  the  dis- 
cussion. Some  students  complain  that 
chats  are  too  time-consuming  and  hard 
to  follow. 

To  evaluate  onhne  offerings,  ask  col- 
leges whether  their  programs  are  ac- 
credited and  check  out  private  seminars 
as  you  would  any  other  consultant  and 
follow  up  on  credentials  and  references 
by  telephone  if  necessaiy.  Or  stick  to 
well-estabUshed  progi'ams,  like  those  of 
the  New  School  and  uc  Extension. 

And  should  a  taste  of  Internet  edu- 
cation merely  whet  your  appetite  for 
more,  take  a  look  at  the  fast-gi'owing 
onhne  progi'ams  offered  by  the  Univer- 
sity of  Phoenix,  whose  students  tend 
to  be  experienced  professionals.  The 
courses  include  full-fledged  business  de- 
gree progi-ams — five  of  them  undergrad 
and  three  masters — conducted  entirely 
over  the  Internet.  You'll  probably  nev- 
er meet  up  with  your  professors — but 
you  won't  have  to  wony  about  parking 
stickers,  either. 

By  Dee  Gill  in  Jackson,  Miss. 
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Companies 


SPINNING  PROFITS 
FROM  NICE  THREADS 

Blue  Fish  blends  retail  sawy  and  social  responsibility 


When  shoppers  choose  the  funky, 
flowing  garments  of  Blue  Fish 
Clothing  Inc.,  they're  often 
drawn  to  their  comfort  and 
artistry.  But  Chaii-person 


such  stars  as  Julia  Roberts,  Meg  Ryan, 
and  Nicole  Kidman.  But  Blue  Fish  also 
lui"es  ordinaiy  folks  Like  Deborah  Uman- 
sky,  47,  a  Santa  Barbara  (Calif.)  psy- 
ENTREPRENEURS     chologist  who  long  ago 


Jennifer  Paige  Barclay,    gave  up  miniskii-ts.  "Peo- 


who  founded  the  $12  million  Frenchtown 
(N.J.)-based  business  in  1986  at  the  im- 
plausible age  of  18,  says  there's  another 
appeal  woven  into  her  threads — a  phi- 
losophy. Made  with 
natural   dyes   and     TOG  SWITCH: 
pesticide-free  cotton,     Barclay  may 
her  designs  featiu'e    diversify  into 
artist-signed,  hand-     sportswear  and 
blocked  prints.  Blue  fiirniskings 
Fish     "is  about 

something  that  has  meaning"  made  fr-om 
"products  that  are  sourced  responsibly," 
she  declares. 

Beneath  the  artsy,  socially  conscious 
image,  however,  thrives  a  shrewd,  ex- 
pansionist spiiit.  Blue  Fish  sales  climbed 
from  $110,000  in  1986  to  $11.6  million 
last  year  and  $10.9  million  in  the  first 
three-quarters  of  1997.  Nearly  450 
stores  carry  the  line,  including  its  own 
five  shops,  scattered  fi'om  trendy  Santa 
Fe,  N.  M.,  to  affluent  Westport,  Conn. 
"SPIRIT  KEEPER."  Early  next  year.  Blue 
P^ish  plans  to  relocate  to  a  cavernous 
former  Crayola  factory  in  Easton,  Pa. 
To  help  finance  the  expansion,  the  com- 
pany has  drawn  on  a  $4  million  kitty 
raised  in  1995  and  1996  through  a  dii'ect 
public  offering.  Barclay's  own  philoso- 
phy drove  the  decision  to  eschew  bot- 
tom-line-oriented venture  capitalists  and 
instead  sell  stock  directly  to  the  public 
Mithoiit  an  underwiiter — a  financing  ap- 
proach that's  gi'owing  in  popularity.  The 
idea,  she  says,  was  to  "sell  it  to  people 
who'd  been  supporting  us  so  far  as  cus- 
tomers." Blui-  Fish  went  public  at  $5  a 
share  and  now  trades  at  around  $4. 

Unlike  its  stock,  Bli^e  Fish's  garments 
aren't  cheap — a  T-shiit  can  cost  $58  and 

dress,  $200  to  $300— but  the  style 

ids  up  from  year  to  year.  "It's  for  a 
.^umer  who  doesn't  want  to  look  like 
stepped  out  of  a  catalog  foi'  Liz 
tiTie,"  says  Alan  Millstein,  Faslti'm 
■  )  •■/■  Report  publisher  That  includes 


pie  with  different  kinds  of  bodies  can 
wear  them,"  she  says. 

Spending  relatively  little  on  national 
advertising.  Blue  Fish  cultivates  its  loy- 


al customers  by  building  its  own  buzz. 
Public-relations  director  Ta  Kimball — 
her  official  title  is  "spirit  keeper" — has 
landed  Blue  Fish  fashions  on  popular 
TV  sitcoms  with  female  stars  such  as 
Grace  Under  Fire  and  Vero?uca's  Closet. 
The  company  co-sponsors  hip  events, 
too,  like  the  American  Comedy  Awards 
and  Taos  Talking  Picture  film  festival, 
and  holds  community  events  and  classes 
in  its  stores  pegged  to  New  Age  and  so- 
cial justice  themes. 

Art,  commerce,  and  social  conscience 
are  woven  throughout  Barclay's  life. 
Born  and  raised  in  exurban  Bucks 


County,  Pa.,  she  studied  art  at  Tem 
University  and  started  making  her  o 
clothes  in  her  parents'  garage.  Soon  ^ 
was  selUng  them  at  craft  and  music  f| 
tivals.  Then,  at  a  wholesale  show 
New  York,  she  landed  her  fti'st  la 
orders.  With  a  loan  co-signed  by 
parents,  she  set  up  a  factory  in  19| 
Today,  Blue  Fish  employs  200  peopl 

Despite  the  attention  and  respi 
Barclay  has  earned — the  U.  S.  Ju 
Chamber  of  Commerce  named  her 
of  its  "Ten  Outstanding  Young  Ami 
cans"  last  year — she  has  had  setbac| 
Because  of  its  expansion,  Blue  Fish 
$248,000  in  1995  and  $37,000  last  y 
but  is  expected  to  earn  $102,000  in  1 

Barclay  takes  gi'eat  pains  to  emp 
size  her  "strong  business  acumen," 
she's  surrounded  herself  with  busiu' 
experts:  Blue  Fish  ceo  Marc  Wall 
has  25  years  of  apparel  experien^ 


THE  HOOK 

PHILOSOPHY  Create  artistic! 
timeless  clothing  and 
emphasize  social  and  envi- 
ronmental responsibility 

PRODUCT  Artist-signed,  han(J 
block-printed  garments  in 
loose,  natural  fabrics 

MARKETING  Build  buzz  by 
sponsoring  hip  events; 
open  stores  to  community 
programs;  get  Hollywood 
stars  as  customers;  place 
fashions  on  TV  sitcoms 

RETAIL  DISTRIBUTION  Five 
upscale,  company-owned 
stores;  Nordstrom's, 
Neiman  Marcus;  450  spe- 
ciality stores  and  bou- 
tiques; craft  shows  and 
festivals;  catalog  sales 


board  members  include  Ben  Cohen ! 
Ben  &  Jerry  Homemade  Inc.  and  Ga 
Hirshberg,  president  and  CEO  of  yogu  j  \  ' 
maker  Stonyfield  Farm.  h'V^^ 

For  spring,  she  has  some  changes  i  «  T  • 
her  gauzy  sleeve — including  more  ofB(  |- 
oriented  weai".  Plans  call  for  at  least  t^ 
new  stores  a  year  and  perhaps  a  mo 
into  sportsweai-  and  home  furnishings, 
all  goes  well,  the  biggest  challenge 
be  "not  losing  om'  identity  as  we  gro 
she  says.  That  may  be  tough  for  a  coi 
pany  that  has  made  its  way  by  swii 
ming  against  the  mainstream. 

By  Joan  Oleck  in  Frenchtown.  N 


NESS  WEEK  ENTERPRISE  /  DECEMBER  22,  1997 


nnmg  into  the  same  frustrations  over  and  over  again  reading  e-mail  files?  People  send  you  file 
Its  and  you  don't  receive  them  properly.  Either  the  file  shows  up  as  unreadable  garbage  text  at  th< 
e-mail.  Or  the  attachment  is  there,  but  Windows  can't  open  it.  Now  there's  an  easy  way  to  end  a 
3ms  receiving  and  reading  e-mail  files.  It's  a  clever  npw  nrn^ram  raiiAH  o.tta<-hrr,£.r.t  hk^^^^.™ 


  -  -I  ■-■  ^,,^1^  ^  iji  I  v^uojf  way        CI  ru  a 

3ms  receiving  and  reading  e-mail  files.  It's  a  clever  new  program  called  e-ttachment  Opener™. 
From  DataViz,  the  compatibility  specialists. 

HMHM.  e-ttachment  Opener  decodes  even  the  most  unreadable  file  attachments  and  turns  them  back  into 
^^^H  exactly  what  you  were  expecting  to  receive.  Not  only  that,  e-ttachment  Opener  lets  you  view  and  ori 
virtually  anything  you  receive,  including  graphics,  word  processing,  spreadsheet  or  database  files  ( 
extract  almost  any  compressed  file.  Even  if  you  don't  have  the  programs  that  created  the  files  in  th 
tirst  pldC6. 

if  you  need  more  helo  handling  nrobipm  fiipc;  natavi? 


converts  hundreds  of  different  file  formats  between  Windows  programs  or  Macintosh  and  Windows 
programs.  Quickly  and  accurately. 

For  more  information  about  our  products,  call  DataViz  at  1-800-270-0030  Ext  142 
or  visit  us  on  the  web  at  http://www.dataviz.com/etol4 

And  let  us  take  care  of  the  garbage  while  you  take  care  of  business. 


are  trademarks  of  their  respective  holders 


LABLE  AT: 


na  eemma  turtanou 


Horth  AaMlM'i  Sottvtn  lugaiwrte 
Runs  on  Windows  95  and  Windo  -  s 
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Marketing 


GIT  ALONG. 
LiniE  STOGIE 

Tabacon  hustles  to  promote  its  cigars  to  a  crowded  market 

I 


to 


n  June,  1995,  Scott 
vSamet  and  Douglas 
Chu  jaunted  to  the 
Dominican  Republic 
choose  tobacco 
blends  for  their  first 
propiietaiy  cigar  brand. 
The  Monthly  Cigar 
Club  the  two  had  start- 
ed in  January  was  a 
hit — sales  had  reached 
$250,000.  But  the  club 
only  brokered  other 
companies'  brands  and 
accessories,  and  the 
partners  wanted  to 
grow  faster.  "It  was  in- 
credibly exciting  to 
make  something  that 
was  ours,"  Samet  re- 
calls. Upon  returning, 
they  founded  Tabacon 
Cigar  Co. 

The  market  was  lipe 
for  new  players.  Stogie  smoking  was 
up  for  the  first  time  in  20  years,  and  fa- 
mous cigars,  .such  as  Macanudos,  were 
scarce.  Tobacconists  were  taking  chances 
with  new  brand  names.  By  Christmas, 


CHU  AND  SAMET:  With  limited  resources,  "we  have  to  be  stealthy" 


is  essentially  a  marketer.  Distribution 
is  key. 

So  the  tiny  upstart  tried  a  tactic  pio- 
neered by  a  bigger  rival.  In  1996,  U.  S. 


Tobacco  Co.  (ust),  a  Stamford  (Conn.)- 
1995,  the  company's  five  new      ALLIANCES      based  tobacco  giant,  began 

brands  had  pushed  revenues    distributing  its  two  cigar 

to  $750,000.  Sales  doubled  in  1996. 

But  the  wave  Tabacon  has  been  rid- 
ing also  has  drawn  in  a  slew  of  rivals — 
many  in  just  the  past  year.  Attendance 
at  the  Retail  Tobacco  Dealers  of  Amer- 
ica's annual  trade  show  jumped  from 
4,100  in  1996  to  5,600  in  1997.  Big-name 
makers  also  have  ramped  up,  slowing 
demand  for  unknown  products.  Now, 
smoke  shops,  stuck  with  unsold  no-name 
cigars,  are  "cleaning  their  humidors  of 
these  upstart  new  companies,"  says  Ted 
(.■lark,  executive  director  of  the  Tobac- 
'■onists'  Assn. 

TME  STEALTH  TACTIC:  That  leaves  Taba- 
i  '.'n  .  ilh  a  tough  challenge:  Establish 
lis  hrar  ds  in  a  crowded  market — and 


.•ir.'i: 


i  iiiTiited  resources.  "If  we  were 
;'.u  !(io  or  Partagas,  no  great  shakes, 
iruke  more,''  says  Samet.  Instead, 
h:r/e  to  be  stealthy."  Like  many 
■u,i!f'r  companif.'S,  the  small  business 


two 

brands  through  its  Stimson  Lane  Ltd. 
wine  network  to  expand  into  the  I'estau- 
rants  and  bars  sei^ved  by  wine  distribu- 
tors. Sales  improved,  but  the  move 
alienated  some  traditional  tobacco  re- 
tailers, and  some  now  refuse  to  carry 
UST  brands. 

Despite  the  risks,  the 
strategy  made  sense  for 
a  small  outfit  like  Taba- 
con as  a  way  to  gain 
wide  distribution  with- 
out massive  spending. 
Since  May,  the  company 
has  wooed  22  liquor 
distributors  in  20  states 
vdth  its  broad  product 
line,  display  humidors, 
training  for  sales  reps, 
and  national  ad  cam- 
paign. Sales  have  al- 
ready increased  three- 


UP  IN  SMOKE? 


0|  I  M  I  I  I  I  I  I  I  I  I  I  I  I  M  I  I  I  I  I  M  I  I  I 

70      75      80      '85      '90  '95'97 
A  CIGARS  PER  PERSON  EST, 
DAM:  CIGAR  ASSN  OF  AMERICA 


fold;  total  revenues  are  expected  to  Ity 
$4  million  this  year,  vrith  at  least  50% 
the  new  sales  coming  through  the  m 
channels. 

But  rivals  are  also  partnering  wi 
the  liquor  trade.  Larry  Zabriskie,  vie 
president  for  spirits  and  beers 
Chui'chill  Distributors  in  Baltimore,  M 
says  his  company  also  carries  13  bran 
from  two  other  companies  because  "^ 
wanted  a  variety  of  strengths."  Anoth 
drawback:  While  liquor  and  cigars  are 
good  match,  "you  don't  have  the  conti 
you  want  and  can  end  up  on  a  ba 
shelf,"  warns  James  Tighe,  president 
MarketReach  in  Stamford,  Conn. 

Samet  and  Chu,  w 
are  foiTner  bankers  ai 
business  school  buddi( 
recognized  the  dangi 
To  avoid  that  fate,  thi 
encourage  prima: 
placement  with  liqu 
stores  and  bars  by  d: 
counting  display  hun 
dors  (based  on  the  pe 
centage  of  Tabac' 
cigars  carried).  And 
keep  tobacconists  ha 
py,  they  require  liqu 
distributors  to  have 
separate  staff  to  s( 
Tabacon  pi'oducts 
smoke  shops — or  tl 
tobacconist  concessi( 
goes  to  another  outf 
One  pitfall  that  can't 
avoided:  the  arrang 
ment  adds  ext 
markup  to  Tabacon  ci 
ars,  though  they  remain  competitive 
$5  to  $15  each." 

The  partners  are  also  focusing  ( 
branding.  This  year,  they  doubled  the 
advertising  budget,  to  $75,000,  to  covi 
full-page  ads  in  magazines  such  as  Ci 
ar  Aficionado  and  regional  publication 
And  they're  promoting  their  brands 
cigar  dinners  and  special  events.  Sts 
from  New  York's  Le  Cirque  2000  tri( 
their  high-end  Don  Jivan  at  oi 
tasting.  Now,  it's  the  only  cigar  tl 
trendy  restaurant  sells. 

Although  the  cigi; 
boom  has  been  well 
hyped,  the  long-ten  : 
outlook  is  not  briglj 
(chart).  Tabacon  has  ' 
win  ovei'  cigar  loyalis' 
duiing  these  good  timi 
to  survive  long-terr 
Its  Rosa  Blanca  an 
Don  Jivan  brands  m&» 
not  yet  be  as  popul; 
as  Cohiba,  but  Sami 
and  Chu  are  fired  up  ! 
get  them  there.        ' ' 
Bij  Edith  Hill  Vik 
dike  in  New  York 


TO,; 


iUJ$  ^c.r.iNFSS  WI       ENTERPRISE  /  DECEMBER  22,  1997 


NOW  YOU  CAN 
GET  A  COMPAQ 
OR  UNDER  $10a 
YES,  IT'S  A 
1997  MODEL 


INTRODUCING  THE  ARMADA  1500  BUSINESS  LEASE  PROMOTION.* 

ARMADA  1550DMT  1580DMT  1590DMT 

PROCESSOR  133MHz  Pentium'  Processor  150  MHz  Pentium*  Processor  166MHz  Pentium*  Processor 

with  MMX"  technology  with  M^AX'"  technology 

DISPLAY  12.1"  CTFT  (SVGA)  12  1"  CTFT  (SVGA)  12.1"  CTFT  (SVGA)  

MEMORY  16MB  16MB  16MB  

HARD  DRIVE  1.4GB  2  1GB  2.1GB  

CD-ROM  12X  12X  20X  

BAHERY  TYPE  Li-  ION  Li-  ION  Li-  ION  

MODEM  33.6  Kbps  33.6  Kbps   33  6  Kbps  

PURCHASE  PRICE"  $2,499  $2,799  $3,299  

LEASE  36  MONTHS  36  MONTHS  36  MONTHS  

MONTHLY  LEASE  PRICE"  $79  $89  $99  

i  your  chonce  to  get  on  all-in-one  Compaq  Armada  1500  notebook.  Its 
3ted  modem  and  AC  adopter  mean  business  anywhere,  anytime.  Simultaneous 
i  to  a  hard  drive,  floppy  drive  and  CD-ROM  drive  odds  ease  and  convenience.  . 
ou  get  it  for  a  low  monthly  payment  that  won't  leave  you  worrying  about  W 
:ash  flow.  Additional  options  that  con  increase  your  productivity  ore  just  a  few 
s  more.  All  from  the  company  that  sells  more  computers  than  any  other  on  earth^^ 
5  sure  to  get  it  this  year.  Call  1-800-853-9521  or  visit  www.compaq.com/products/ 
ales  for  leasing  and  product  information,  as  well  as  the  Compaq  dealer  nearest  you. 

COMPAa 


©1997  Compaq  Computer  Corporation,  All  rights  reserved,  Compoq  registered  U  S  Patent  and  Trademark  Office  Armodo  is  o  trademark  of  Compaq  Computer 
Corporation.  Tfie  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  MMX  is  a  trademark  of  Intel  Corporation.* Armada  1500  Lease  Promotion  offer  valid 
on  transactions  under  $50,000  until  1 2/3 1  /97  *  *  Products,  prices  and  programs  are  subject  to  change  v/ithout  notice.  All  prices  shown  based  on  estimated  reselling 
lUiy^®  price;  reseller  prices  may  vary  Lease  rate  based  upon  36-month  lease  with  a  fair-market-value  purchase  option  at  the  end  of  the  lease.  Financing  available  through 
:  s  s  o  B         Compaq  Capitol  Corporation  to  qualified  commercial  customers  Rates  are  subject  to  change  based  on  credit,  terms  and  options  Offer  valid  in  the  U  S.  only 
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My  Company 


II 


BY  KEVIN  KELLY 


HAT  QUALITY 
REVOLUTION? 


/ 


It  was  more  of  an  insurrection,  judging  by  one  exec's 
experience  installing  advanced  equipment 


I couldn't  wait  to  get  to  work  the  morning  our  new 
bagmaking  machines  were  set  to  start  running.  My 
family's  packaging  company  had  plunked  down  more 
than  $300,000  for  the  computer-controlled  machines, 
and  we  hoped  they'd  boost  productivity  by  100%  on 
some  jobs.  What's  more,  this  was  my  first  big  capital- 
spending  project:  I  had  signed  the  contract  and  cut  the 
check.  I  couldn't  wait  to  see  them  hum. 

But  wait  I  did.  The  machines  still  weren't  fully  opera- 
tional three  days  later.  A  series 
of  blunders  by  the  manufactur- 
er, which  had  a  reputation  for 
building  excellent  equipment, 
kept  production  at  a  stand- 
still. Several  key  parts  sim- 
ply didn't  work.  New  parts 
had  to  be  sent  by  overnight 
express  twice.  A  drive  that 
controlled  the  main  convey- 
or system  malfunctioned. 
Then  the  operator  controls 
didn't  work — the  company 
had  loaded  the  wrong  soft- 
ware. By  the  weekend,  a 
technician  sent  by  the 
manufactui'er  managed  to 
get  the  machines  nmning. 
That  didn't  help  my  heaitburn, 
though— the  drive  controlling 
the  conveyor  only  worked  thanks 
to  a  fix  using  a  rubber  band. 
DASHED  DREAMS.  I  had  been  working  at 
Emerald  Packaging  for  just  about  a  year  when  this  hai> 
pened.  So  I  chalked  it  up  as  an  anomaly  and  went  about 
helping  to  choose  more  equipment,  from  bagmaking  ma- 
chines to  printing  presses,  for  our  modernization  proj- 
ect—working only  with  the  top  machine  suppliers  in  our 
industry.  That  meant  spending  more,  but  we  figured  we'd 
end  up  with  equipment  of  the  highest  quality. 

We  never  suspectefl  how  elusive  a  t;  rget  high  quaUty 
would  be.  Alas,  the  ex))erience  with  the  bagmaking  ma- 
f'iiine  turned  out  not  to  be  an  anomaly  after  all. 

'-''hat  the  heck  ever  happened  to  quaUty?  For  several 
y  ...    1.8  a  correspondeni  in  business  week's  Chicago  bu- 
rei:.i,.    'lad  covered  the  qaality  revolution  as  it  swept 
through  IT.  S.  manufacturing.  I  wrote  about  Motorola's 
success  in  cutting  defects,  Harley-Davidson's  assault  on 
v/ar.'-anty  costs,  and  Cummins  Engine's  bid  to  recapture 


market  share  by  paying  special  attentiorl 
to  detail.  All  across  the  country,  proddec 
by  global  competition  and  customer  de-  i 
mands  for  zero  defects,  it  seemed  that 
American  manufacturei-s  had  gotten  thei 
acts  together  and  started  producing 
goods  that  worked. 

But  as  I  watched  the  parade  of  prod- 
ucts through  my  owm  loading  dock,  I  de- 
cided the  quality  revolution  hadn't  gone  ■\ 
far  enough.  The  bag  machines  were  fol- 
lowed  by  equipment  that  was  supposed  ( 
to  help  us  slash  by  50%  the  time  needed  |f, 
to  mount  printing  plates  on  cyhnders  (wt^^ 
print  vegetable  bags).  But  the  company 
that  made  the  device,  again  a  well-known  supplier,  failec 
to  provide  an  operating  manual  and  essential  parts.  The 
machine  sat  idle  for  months.  Even  bigger  snaftis  follower 
when  we  tried  to  install  a  computer-controlled  system  fc 
rolling  up  printed  plastic  on  one  of  our  large  presses. 

Had  the  manufacturers  apologized  or  offered  some  rein 
bursement,  some  of  the  sting  might  have  been  salved.  To 
my  amazement,  this  rarely  happened.  The  bag-machine 
supplier  tried  to  chai'ge  us  for  its  technician's  time.  Only 
after  screaming  at  the  company's  sales- 
^      man — a  man  I  genuinely  like — did  the 
^  ^         "      supplier  agree  to  split  the  cost.  Like 
wise,  the  printing-press  sup- 
.   plier  tried  to  charge  for 
extra  time  and  expenses 
incmred  by  its  techni- 
cian. My  protests  were 
met  with  befuddled  si- 
lence. If  U.  S.  companies 
have  a  ways  to  go  before 
quality  becomes  a  way  of 
life,  the  same  holds  true 
for  customer  service. 
On  the  upside,  the  new 
machineiy  has  worked  fair- 
ly well  once  we  struggled 
through  the  early  pi'oblems. 
Still,  I  have  learned  not  to  trust 
that  anything  coming  into  our  fac- 
tory vdll  actually  work;  in  the  fu- 
ture, we'll  double  the  time  scheduled 
for  startup. 

I've  also  been  chastened  about  our  ovra  production. 
Our  company  has  always  had  a  good  reputation  for  pro 
ducing  a  quahty  product,  but  I  now  spend  more  time 
policing  operations  to  make  sure  employees  deliver  the 
best  possible  product.  Recently,  I  hovered  over  an  opera^ 
tor  as  he  did  trial  runs  for  a  new  customer  He  thought 
his  first  effort  was  good  enough;  I  sent  him  back  to  ad- 
just the  press  and  spruce  up  his  inks.  I  don't  want  our 
customers  to  have  the  same  ugly  feehng  I  have  had 
when  a  supplier  delivers  something  you  can't  use. 

Kevin  Kelly,  a  former  BUSINESS  WEEK  writer,  is  an  of- 
ficer at  Emerald  Packaging  in  Union  City,  Calif. 


Have  you  experienced  problems  with  quality?  Send  E-mail  to 
QualityBW@aol.com.  We'll  post  your  responses  at  BW  Plus!  and 
on  America  Online  at  Keyword:  BW  Enterprise 
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INTRODUCING 
THE  NO-WORK 
NETWORK 

No  matter  how  small  your  business,  it  can  still  give  you  big  headaches. 
Employee  productivity,  customer  service,  cash  flow  can  be  the  difference  between  a  going  concern 

and  going  out  of  business. 

A  computer  network  can  help  by  enabling  you  to  share  information,  files,  and  resources  such  as  a  printer. 
And  it  can  boost  productivity  by  almost  70%! 

Novell  IntranetWare  for  Small  Business  makes  it  possible. 

We  pioneered  PC  networking. 
And  we've  created  a  network  solution  just  for  small  business. 
IntranetWare  for  Small  Business  is  the  no-work,  no-worry,  hassle-free  answer  to  your  networking  questions. 
And  you  don't  have  to  be  a  rocket  scientist  to  use  it.  It  practically  installs  itself. 
And  with  the  Novell  Easy  Administration  Tool — NEAT'— it  practically  manages  itself,  too, 
in  one  self-contained,  human-friendly,  intuitive  package. 
And  unlike  the  costly  one-size-fits-all  alternatives,  IntranetWare  for  Small  Business  is  the  inexpensive  pay-as-you-grow  solution, 

so  you  can  add  new  users  one  at  a  time. 
If  you've  never  had  a  network — or  if  you're  using  NetWare?  3  right  now — 
IntranetWare  for  Small  Business  can  improve  your  work — without  increasing  your  workload. 
www.novell.com/intranetware 

Novell 


I  N  T  R  A  N  E  I  W  A  «  E 
FOR  SMALL  BUSINESS 
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Technology 


ALL  RIGHT  ALREADY. 
TOSS  THE  ROLODEX 

"Contact  managers"  are  better,  friendlier,  and  cheaper 


it's  not  just  who  you  know  that 
counts,  it's  how  well  you  keep  track 
of  them.  Ask  Maiy  Piice,  president  of 
six-year-old  Integiitas  Inc.  in  Corte 
Madera,  Calif.  She,  more  than  most, 
should  know  that  a  good  database  is 
golden.  After  all,  her  company  sells  hos- 
pitals and  corporations  specialized  soft- 
ware for  managing  medical  records. 
Price  didn't  opt  for  an  ex])ensive  data- 


pcs.  Total  cost  for  five  copies:  $1,000. 
Now,  Integiitas'  sales  staff  travel  with  a 
copy  of  Price's  master  database  on  their 
portables.  Each  time  they  communicate 
with  a  ciuTent  or  prospective  client,  they 
type  in  the  new  information  and  periodi- 
cally send  back  E-mail  to  the  home  oftice 
to  update  the  files.  The  records  contain  a 
complete  histoiy  of  dealings  with  a  par- 
ticular client,  while  a  built-in  calendar 


base  product  like  her  own,  SOFTWARE  S^^^s  reminders  for  follow-ups. 
however,  when  she  wanted  to    With  a  few  key.strokes,  Price 


!irganize  the  ovei-whelming  number  of 
6-mail,  phone,  and  face-to-face  contacts 
.  ■:"  und  her  foui*  salespeople  make  eveiy 
?!■;".  Instead,  she  went  for  a  low-cost, 

■  i  ''-shelf  solution— a  piece  of  software 
<:l'-  '.'  a  contact  manager. 

x'vkv  easily  installed  one  of  the  leading 
.oiyci  Hianagers,  Act!  from  Symantec 

■  ■■>!;i.  ■•!  Cupertino,  Calif.,  on  her  office 


says,  "everybody  in  the  company  can 
r-ead  everybody's  latest  notes." 

While  shoe  boxes  full  of  index  cards, 
scribbled  notes,  or  old-fashioned  papei- 
Rolodexes  may  still  cut  it  for  some  busi- 
nesses, chances  are  you're  ready  for 
something  more — particularly  if  team- 
woi'k  is  important  to  yom-  opei'ation.  Soft- 
ware programs  that  remind  you  of  ap- 


pointments and  keep  up-to-date  coni  y 
lists  ar'en't  exactly  new;  they've  b 
ai'ound  in  various  for-ms  for  mor'e  tha 
decade.  But  the  good  news  is  they  h 
gr*own  incr-easingly  sophisticated,  ui 
friendly,  and  aftbr'dable — $200  or-  less 
machine.  Among  the  latest  bells  ; 
whistles  is  the  ability  to  tr-ack  the  sj| 
process  from  start  to  finish  and  use 
data  to  forecast  sales. 

For  small  businesses,  these  progrg] 
can  help  ci'eate  an  enhanced  aura  of 
ciency  and  pr-ofessionalism  in  dealii] 
with  clients  and  customers.  Wlien  Br| 
Bushert  pur-chased  a  floimdeiing  c: 
cleaning  basiness  in  Decatur;  111.,  11  y( 
ago  for-  $12,000,  he  inherited  a  box  M| 
50  index  car-ds,  listing  mostly  disi 
tied  customers.  He  renamed  the  com*' 
ny  USA  CLEAN,  set  about  improving  c*; 
tomer  service,  and  in  1991,  chucked  t 
index  cards  for  a  contact  manager  frf"* 
GoldMine  Softwar-e  Cor-p.  of  P;icific  Ip 
isades,  Calif.  Now  employing  30  peo]| 
he  expects  to  g-r-oss  at  least  $750,000 
year- — up  fi-om  just  $40,000  his  first  yi 
The  GoldMine  softwar-e,  since  upgrade 
to  the  latest  ver-sion,  has  enabled  Bushjtjj||^ 
and  his  sales  team  to  keep  meticulcR 
up-to-date  r-ecoi-ds  on  mor-e  than  9,t{)v 
customers  and  sales  leads,  Bushert  sa^ 
Tyj)ing  in  contact  updates  is  just  pt- 
of  his  staffs  r-outine.  The  database,  r 
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ilds  itself  as  you  take  care  of 

•e  convinced  such  softwai'e  could 
there  ai'e  basically  two  ways  to 
e  a  full-blown  contact-manage- 
igram  that  can  be  customized 
;e  information  to  your  specifica- 
h  as  those  offered  by  Symantec 
ine,  or  use  one  of  the  various 
Infomnation  Manager  (pim)  pro- 
[Ms,  such  as  Lotus  Organizer 
rimer  Organizer,  stalled  out  as 
ized  personal  appointment  and 
jooks  for  home  use  but  have 
)ted  for  business  to  such  an  ex- 
the  lines  have  bliuTed.  Indus- 
3rs  frequently  lump  them  to- 
ld they're  often  sold  side  by 
!tail  shelves  for  under  $100  per 

;  two  classes  merge,  contact 
;  have  mimicked  more  of  the 
idUness  and  clear  gTaphic  de- 
le  PIM  programs,  while  the  pims 
d  the  contact  managers  with 
ires  such  at  the  ability  to  shai'e 
ss  a  network.  "I  think  [contact 
ent  systems  and  pims]  ai'e  com- 
iroducts,  though  they  may  not 
Y  appeal  to  the  same  user,"  says 
imblay,  a  senior  industry  ana- 
follows  retail  software  sales  at 
r  Intelligence,  the  La  Jolla 
arket  data  firm.  "They  general- 
le  same  functionality:  managing 
ind  schedules." 

,  all  of  the  products  have  im- 


proved, particularly  in  their  ability  to 
transfer  information  automatically  into 
other  business  softwai*e  programs.  Many 
of  the  leading  contact  managers,  for  ex- 
ample, allow  you  to  E-mail  a  contact 
without  exiting  the  progi^am.  Just  double- 
click on  a  field  that  contains  a  contact's 
E-mail  adch'ess  and  the  progi'am  will  au- 
tomatically launch  an  E-mail  window  with 
the  sender's  and  receiver's  adcb*ess  fields 
filled  in. 

SCREEN  HOG.  Such  features  make  the 
contact  management  progi'am  even  more 
central  to  users'  PC  desktops.  "It's  om- 
core  application — it's  what  sits  on  our 
screens  90%  of  the  time,"  says  Nashville 
literaiy  agent  Michael  Hyatt  of  his  Gold- 
Mine  contact  manager.  Hyatt,  a  partner 
in  Wolgemuth  &  Hyatt,  manages  to  work 
without  a  secretaiy  and  says  the  soft- 
ware enables  his  seven-person  fli'm  to 
manage  probably  twice  as  many  authors 
as  it  could  handle  otherwise. 

How  do  you  choose?  If  you're  ah'eady 
accustomed  to  using  a  paper  daybook  or 
a  PIM  progi'am  at  home,  the  pim  likely 
will  be  more  comfortable  and  familiar 
But  also  consider  yom*  gi'owth  projec- 
tions. Contact  managers  such  as  Gold- 
Mine  and  Act!  cuirently  have  some  tech- 
nical advantages  over  pims  when  it  comes 
to  handling  large  databases.  But  they 
are  a  little  harder  to  leam  and  might 
require  a  consultant's  help.  Contact  man- 
agers are  generally  speedier;  unlike  the 
PIM,  they  can  also  track  sales  and  make 
forecasts. 


PIM  vendore  say  there's  theoretically  no 
limit  to  the  database  size  they  can  han- 
dle, and  they  promise  improvements  that 
will  make  them  even  more  competitive 
with  the  contact  managers.  Both  classes 
of  softwai'e  have  become  more  usefiil  for 
small  businesses  and  company  work 
gi'oups  by  offering  a  "synchi'onization" 
capability  to  automatically  update  the 
database — even  across  the  Internet. 

Consider,  too,  the  useful  built-in  Unks 
to  other  systems  you  may  use,  includ- 
ing handheld  computers  such  as  the  fast- 
selhng  PalmPilot  from  U.  S.  Robotics 
Coi-p.  and  the  rex  P(;  Companion  fi'om 
Rolodex  Electronics.  Both  pims  and  con- 
tact manager  ai'e  starting  to  offei'  a  new 
link  to  scanning  devices — such  as  Corex 
Technologies  Coip.'s  $300  CardScan  Plus 
300  or  Seiko  Corp.'s  $200  Smart  Busi- 
ness Card  Reader — which  "read"  data 
fi'om  business  cards. 

For  now,  the  main  drawback  to  these 
softwai'e  pi'ogTams  is  the  cbiidge  work  in- 
volved in  keeping  yoiu'  database  cui'rent. 
But  take  heai-t.  Analysts  predict  speech 
recognition  technology  will  be  incorpo- 
rated into  these  progi-ams  in  perhaps  a 
year  or  two.  Then  you'll  be  able  to  name- 
drop  right  into  your  own  PC,  and  im- 
press everyone  with  youi'  swelling  list 
of  contacts. 

By  Stephen  G.  Davis  in  New  York 

More  information  on  this  story  can  be  found  at 
BW  Plus!  at  www.businessweek.com  or  on 
America  Online  at  keyword:  BWEnterprise. 


Put  Your  Business  Contacts  On  Computer 

ere's  a  sampling  of  the  top-selling  software — both  Personal  Information  Managers  (PIMs)  and  contact 
managers — that  help  you  organize  your  business.  All  require  Windows  95  or  NT  4.0  and  at  least  an 

Intel  486-based  PC,  except  where  noted. 

RETAIL 
PRICE 

VENDOR 

PHONE/ 
WEB  ADDRESS 

OTHER  SYSTEMS 
SUPPORTED* 

COMMENTS 

> 

$200 

Symantec  Corp. 

800  441-7234/ 
www.symantec.com 

NT  3.51; 
Mac 

Less  flexible  than  some  of  its  rivals  but  simpler 
to  learn;  fans  rave  about  customer  support. 

lER 

ZER  2.1 

$60 

Day-Timer 
Concepts  Inc. 

800  225-5005/ 
www.daytimercom 

386;  Win  3.1; 
NT  3.51;  Mac 

Easy-to-use  PIM  enables  sharing  within  Mac  and 
PC  networks;  workgroup  capabilities. 

NE  4.0 

$190 

GoldMine 
Software  Corp. 

800  654-3526 
www.goldminesw.com 

None 

Among  the  more  difficult  to  master;  features 
include  sales  tracking  and  sales  forecasting; 
designed  for  network  use. 

ZER 

$80 

Lotus  Devel- 
opment Corp. 

800  343-5414/ 
www.lotus.com 

NT  3.51 

Well-established  PIM;  easy  to  learn  and  use; 
increasingly  adept  at  contact  management. 

ZER  97 

$140 

Maximizer 
Tecfinologies  Inc. 

800  804-6299/ 
www.maximizer.com 

386 

Feature-rich  contact  manager;  relatively  hard  to 
learn;  easy  linking  to  large  corporate  databases. 

OFT 

$100 

Microsoft 
Corp. 

800  426-9400/ 
www.microsoft.com 

NT  3.51 

Internet-savvy  PIM  bundled  with  Microsoft's  Office 
97  suite;  has  quickly  established  a  following. 

;K98 

$50 

Starfish 
Software 

888  782-7347/  www. 
starfishsoftware.com 

None 

Another  easy-to-use  PIM;  features  Web  integration 
and  links  to  palmtop  PCs. 

,ts  require  miniinum  of  68020-based  Macintosh-compatible  and  OS  7.0.  DATA:  Businessweek 
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Sometimes  Stephanie 
Day  thinks  her  em- 
ployees need  a  bigger 
break  than  coffee  can 
provide.  So,  at  the  end  of  a 
hard  day  selling  baby  clothes 
and  furniture  at  Day's  ('hica- 
go  shop,  Cradles  of  Distinc- 
tion, she  hustles  her  12  full- 
timers  off  to  take  in  some 
blues  bands  playing  at  nearby 
clubs.  Or  they  might  go  to 
the  theater  or  to  a  movie. 
She  says  she  springs  for  the 
events  because  having  the 
vv^hole  crew  relate  to  each 
other  outside  of  work  creates 
an  additional  bond  between 
co-workers  that  "makes  us  a 
tighter,  more  cohesive  team." 

Such  outings — either  spon- 
taneous or  long  planned — can 
show  appreciation  for  em- 
ployees and  iiTiprove  work  re- 
lationships in  any  company. 
But  only  in  a  sinall  business 
can  the  whole  workforce  take 
an  informal  jaunt  with  the 
owner.  And  focusing  the 
group  on  an  outside  activity 
helps  put  everyone  at  ease. 
UNIFIED  VISION.  "When  you 
get  people  out  of  the  office, 
they  drop  their  professional 
face  and  you  get  a  whole  new 
perspective  on  their  person- 
ality," says  Ingi'id  Rohmund, 
a  manager  at  Regional  Eco- 
nomic Research  Inc.,  energy 
consultants  in  San  Diego.  For 
the  past  four  winters,  the 
firm  has  treated  its  25  em- 
ployees to  a  day  of  skiing  at 
southern  California  slopes. 
Following  each  excursion, 
"everyone  seems  to  interact 
more  freely"  and  employees 
feel  more  comfortable  broach- 
ing new  ideas  vdth  superiors, 
Rohmund  says.  "The  re- 
sponse has  been  so  positive, 
we're  thinking  about  having 
some  sort  of  outside  event 
once  a  quarter." 

Taking  employees  out  of 
the  office  milieu  is  particu- 
larly helpful  to  'leveloping 
ompanies  whose  day-to-day 
hirlvdnd  leaves  iittle  time 
reflection,  sa.\  -  Wendell 
"unn  III,  executive  direc- 
the  Batten  Center  for 
i:.!.      reneurial  Leadership 
at  the  I  University  of  Virginia 
in  Ci.;); .  -ttesville,  Vi.  "Get- 
ting aw.:    lets  people  assess 
:;ieir  .si1  Uiui'in  from  a  dif'er- 


DOWNTIME 


They  Deserve  a 
Break  Today 

GEniNG  OUT  OF  THE  OFFICE  TOGETHER  CAN 
LOWER  BARRIERS-ANO  R0i$T  PRODUCTIVITY 


EYE-OPENING:  Tlie  staff  of  a  Connecticut  Internet  conipanij 
mended  fences  after  a  day  of  playful  intervie  wing 


ent  vantage,"  he  says.  Wit- 
ness what  happened  when 
the  six  employees  at  Con- 
necticut River  Interactive,  an 
Internet  consultancy  in  Mid- 
dletown.  Conn.,  vacated  their 
offices  for  a  day  last  month 
so  the  floors  could  be  refin- 
ished.  At  a  co-worker's  house, 
they  playfully  interviewed 
each  other  on  videotape. 


That  downtime  turned  out 
to  be  "a  real  eye-opening  ex- 
perience," says  Cornelius 
A.  M.  Geer,  the  company's 
founder  and  president.  Fo- 
cusing on  one  another  vdth- 
out  office  distractions  helped 
the  group  mend  fences  be- 
tween feuding  co-workers  and 
estabhsh  a  unified  vision  of 
the  company's  future.  "You 


never  know  what  will  1  ^ 
pen  when  you're  forced  K 
of  your  little  world  and  ■ 
fronted  with  different  s  » 
uli,"  Geer  says.  He  inte  ^ 
to  close  the  company's  o:  a; 
again  and  this  time  take  n 
group  to  New  York  aro  |[/ 
hohday  time. 

Of  course,  any  plan 
company  outing  should  n  i^.r- 
with  the  culture  of  the  w  i 
place.  Formal  affairs  ar 
likely  to  be  popular  with  f- 
ployees  accustomed  to  w  ( 
ing  jeans  to  the  office.  G  y 
M.  Cadenhead,  senior  lecti  •: 
on  entrepreneurship  at  s 
University  of  Texas  Schoc  ' 
Business  in  Austin,  rec  • 
mends  that  company  leac  i 
choose  activities  that  rei 
their  personalities.  "Whet 
it's  a  biking  trip,  a  barbel 
or   beer   bust,  executil 
should  be  trying  to  say,  '1 
is  who  I  am  and  I  wanfl 
know  who  you  are,' "  he  si 
Participation  shouldn't  be?- 
quired:  Cadenhead  saysb- 
sisting  "thou  must  come  jlv 
with  me"  will  provoke  - 
sentment — no    matter  ' 
activity. 

It's  also  important  to 
sider  employees'  family 
sponsibilities  when  planr 
events.  "You  don't  want 
cut  into  their  limited  far 
time,"  says  Dunn.  To  av 
this.  Heather  Westenda 
president  of  Travel  Tech  lb 
a  travel  agency  in  Houstj 
encourages  her  60  employ 
to  bring  their  families  [ 
twice-yearly  bowhng  nig| 
The  gatherings  deepen 
workers'  relations,  she  safe 
because  "you  really  dca 
know  them  until  you  knjs 
their  families." 

Before  making  elabor^ 
plans,  howevei",  it's  worth 
ing  to  gauge  whether 
ployees  are  already  overdB 
ing  on  each  other's  compal 
"If  these  people  are  work| 
14,  16,  18  hours  a  day 
gether,  an  outside  event  j| 
some  sort  on  top  of  that 
not  be  such  a  good  ide| 
Batten  Center's  Dunn  sal 
Othenvise,  though,  office  o[ 
ings  can  boost  morale  lot 
after  eveiyone  has  returr 
to  their  desks. 
By  Kate  Murphy  in  Hous\ 
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IMMEDIATE  PICKUP, 


24  HOURS  A  DAY, 


7  DAYS  A  WEEK. 


SAME  DAY  OR 


SUNRISE  DELIVERY 


WITHIN  800  MILES. 


SAVING  THE  DAY 


WITH  UNPARALLELED 


RELIABILITY. 


KNOWING  WHERE 


YOUR  FREIGHT  IS  EVERY 


STEP  OF  THE  WAY 


INCLUDING  EXCEPTION 


NOTIFICATION,  USING 


STATE-OF-THE-ART 


SATELLITE  TRACKING. 


robertf 

express 

A  Caliber  System  Company 


To  receive  more  information  and  a  poster  of  this  illustration,  call  today  1  -800-856-7920. 

Thie  first  1 00  posters  distributed  will  be  signed  by  ttie  artist. 


Intf  p :  /  /  www.  roberts.  com 


NON-STOP.  DOOR-TO-DOOR.  ANYTIME.  ANYWHERE.  GUARANTEED.        1  •800«ROBERTS 


The  Merrill  Lynch  Performance  Difference 


We  treat  all  our  small  business 
retirement  clients  exactly  the  same  way. 

Individually. 


As  one  of  the  nations  top  three  providers  of" 
401  (k)  services,  Merrill  Lvnch  has  extensive 
experience  helping  small  businesses  like  yours 
develop  the  right  retirement  program.  Yet  we 
recognize  no  other  business  is  exactly  like  yours. 
So  our  local  Financial  Consultants  focus  on  your 
specific  needs,  oflering  solutions  in  plan  forma- 
tion, investment  management,  enrollment,  state- 
of-the-art  technology,  and  tailored  education  and 
communication  programs. 

That  way,  you  can  spend  less  time  thinking 
about  your  company's  401  (k)  program  and  more 
time  building  your  company. 


And  since  you'll  be  working  with  your  own 
Financial  Consultant,  who's  backed  by  a  team  of 
retirement  specialists,  you  and  your  employees 
may  feel  more  confident  than  if  you  trusted  your 
retirement  program  to  just  an  800  number. 

So  call  Merrill  Lynch  today  at 
1-800-MERRILL,  ext.  2759.  Whether  your 
business  is  established  or  just  starting,  we'll  help 
you  select  a  401(k)  program  that  can  help  attract 
and  keep  the  best  employees. 

After  all,  that's  what  we've  done  for  unique 
businesses  just  like  vours. 


The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


CM')'I7  Mt-rnll  I  vnji.  Pierce,  F-ciincr  &  Smith  IriLOrpnr.itcJ  Member  SIPC, 


ernment 


IGATIONS 


E  HEAT  ON 
INTON'S  MONEYMAN 

versy  is  swirling  around  fund-raiser  Terry  McAuliffe 


of  any  investigation.  "I'm  honest  as  the 
day  is  long,"  he  says.  "The  worst  thing 
I've  ever  gotten  is  a  speeding  ticket." 

McAnMe  paints  the  controvereies  sm*- 
rounding  him  as  the  work  of  pohtical 
foes  on  both  sides  of  the  aisle.  But  some- 
times it's  hard  to  tell  where  his  political 

work  ends  and  his  business  in-   

terests  begin.  His  business  GOLDEN  ROLODEX: 
partners  often  are  the  same  Clinion  and  McAulifft 


),  the  boyish-looking  Terence 
VIcAuliffe  is  the  reigning  king 
)emocratic  fund-raising.  Says 
itor  Tony  Coelho,  a  former 
.ic  lawmaker  who  gave  Mc- 
s  first  big  fund-raising  job  in 
s's  got  the  best  Rolodex  in 
No  kidding.  As  finance  chair- 
the  Clinton/Gore  Reelection 
e,  McAuliffe  pulled  in  a  stag- 
i3  million  in 
onths.  That 
n  the  front- 
head  the  De- 
Sfational  Com- 
job  he  turned 
nstead,  Mc- 
js  turned  his 
to  his  home- 
nsurance,  and 
y  businesses. 
tIcAuliffe  is 
,hat  it's'  not 
ng  politics  be- 
His  name  has 
ked    to  the 
ing  scandal 
ted  in  the  elis- 
ion of  Team- 
sident  Ronald 
.e  U.  S.  Attor- 
'ice  in  Wash- 
drying  to  leam 
it  how  McAu- 
?d  a  lucrative 
Iping  Pruden- 

leTse'a^own-  bankrolled  by  a  union  pension  fund 

ihington  build- 

'  government.  Prudential  just 
civil  case  involving  that  lease 
1300,000  without  admitting  any 
\nd  Labor  Dept.  pi-obers  are 
t  possible  conflicts  of  interest 
it  two  of  McAuliffe 's  Florida 
,e  deals  that  were  banki-olled 
lational  Brotherhood  of  Elec- 
rkers  pension  money.  Investi- 
ant  to  know  why  McAuliffe 
look  like  very  sweet  deals, 
iffe  insists  that  he  has  done 
nproper  and  has  no  knowledge 


QUESTIONS 


The  Labor  Dept.  is  probing 
McAuliffe  real  estate  deals  that  were 


people  he  taps  for  campaign  contribu- 
tions. For  example,  Carl  H.  Lindner  Jr, 
chaiiTnan  of  American  Financial  Group 
Inc.  and  a  generous  giver  to  both  pailies, 
donated — along  with  his  family  and  em- 
ployees— $724,000  to  Democrats  from 
1991  to  1996.  In  1996,  he  invested  in  the 
homebuilding  company  McAuliffe  was 
pui'chasing.  And  top  labor  officials  who 
control  millions  in  campaign  dollai's — and 
vwth  whom  McAuMe  is  fi-iends — ai'e  also 
his  paitners  in  private  deals. 

Take  his  relationship  with  the  Inter- 


national Brotherhood  of  Electrical  Work- 
ers. In  1991,  McAuliffe  formed  a  part- 
nership with  a  pension  fund  jointly  op- 
erated by  the  ibew  and  the  National 
Electrical  Contractors  Assn.,  a  manage- 
ment trade  gi'oup.  Such  fimds  are  regu- 
lated under  the  Taft-Hartley  Act,  and 
contributions  come  ft-om  both  unionized 
electrical  workers  and  from  their  em- 
ployers, electrical  contractors.  The  fimd 
has  co-chairmen — one  from  the  union 
and  one  from  management — and  both 
labor  and  management  employees  are 
beneficiaries.  The  ibew  fund  currently 
has  $6  bilhon  invested  in  stocks,  bonds, 
and  real  estate. 

In  the  1991  deal  that  McAuliffe  pack- 
aged and  brought  to  the  fimd,  the  fund 
put  up  $38.7  million  in  cash  for  five 
apartment  complexes  and  a  rundown 
shopping  center  near  St.  Petersburg. 

  McAuliffe  got  a  50% 

ecjuity  stake,  even 
though  the  fund  put  up 
all  the  money. 

No  investment  advis- 
er was  involved,  says 
John  M.  Grau,  co-chair- 
man of  the  fund  and 
executive  vice-president 
of  the  National  Electri- 
cal Contractors  Assn., 
because  McAuliffe's 
plan   seemed   like  a 
slam-dunk:  The  pension 
plan  was  acquiring  the 
properties  at  $10  mil- 
lion below  their  ap- 
praised price. 
CLOSE  CONTACT.  Why 
such  a  deal?  Because 
the  seller  was  the  Res- 
olution   Ti'ust  Corp., 
which  had  taken  control 
of  the  properties  from 
Orlando-based  Ameri- 
can  Pioneer  Savings 
Bank.  The  RTf  had  res- 
cued the  s&L  and  placed 
it  in  receiversMp  a  year 
eariier — costing  taxpay- 
ers $500  million.  Amer- 
ican Pioneer  had  been 
owned  by  Richard  A.  Swann,  father  of 
Dorothy  Swann,  McAuliffe's  wife.  The 
elder  Swann  once  presided  over  a  $2 
billion   commercial   empire.   But  it 
crashed  when  regulators  declared  the 
S&L  insolvent.  Swann  filed  for  personal 
bankruptcy  on  Nov.  21,  1990. 

Since  then,  Swann  says,  he  acts  as 
McAuliffe's  attorney  in  business  ven- 
tures and  is  paid  fees  for  managing 
McAuliffe  companies.  McAuliffe  says 
Swann  is  not  a  partner  but  is  paid  to 
"help  with  the  management."  Three 
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We're  known  more  for  being  in  the  nice,  quiet,  tidy  atmosphere  of  your 
back  office,  rather  than  the  front  lines  of  your  manufacturing  process. 
But  that's  changing.  Now  we  provide  mission-critical  applications 
for  your  entire  enterprise,  including  Supply  Chain  Management, 

Funny,  this  doesn't  look 
like  an  hr  application. 

Order  Management,  and  Manufacturing.  And  all  our  applications 
share  the  same  philosophical  approach  that's  at  the  core  of  our 
HR  and  Financials  software:  everything  is  flexible,  comprehensive, 
and  designed  around  your  needs.  Not  ours.  To  find  out  what  we 
can  do  for  you,  call  888-773-8277  or  visit  www.peoplesoft.com. 


We  Work  In  Your  World.'" 


Government! 


such  deals  involved  the  ibew  and  its 
pension  funds. 

McAuliffe's  primary  ibew  contact 
wan  Jack  F.  Moore,  now  retired  as  In- 
ternational Secretary  of  the  union  and 
co-chairman  of  the  jointly  managed 
pension  fund.  Moore  and  McAuliffe, 
then  a  young  Washington  lawyer,  have 
been  close  since  1988,  when  both 
worked  to  help  mutual  friend  and 
House  Democratic  Leader  Richard  A. 
Gephardt's  run  for  the  Democratic 
Pi-esidential  nomination. 

In  June,  1992,  the  ibew  pension  fimd 
did  another  deal  with  McAuliffe.  It 
loaned  liim  $5.8  million  to  buy  284  acres 
of  Country  Run,  an  Orlando  subdivi- 
sion of  mostly  unimproved  lots.  It,  too. 


5.3%  annual  gain — and  a  lot  of 
headaches.  For  one  thing,  McAuliffe's 
additional  collateral  vaporized  by  Au- 
gust, 1993,  when  the  fund  agreed  to 
buy  out  all  but  a  small  portion  of  his 
share  in  the  first  deal,  the  St.  Pete 
partnership.  Pension  trustees  say  they 
viewed  McAuliffe's  stake  as  a  bargain: 
The  value  of  the  St.  Pete  properties 
had  dropped,  and  McAuliffe  was  seUing 
at  a  discount. 

Again,  no  independent  investment  ad- 
viser was  consulted.  With  McAuliffe's 
collateral  diminished,  the  fimd  was  skat- 
ing on  thinner  ice  if  McAuhffe  defaulted 
on  the  Country  Run  property.  And 
that's  what  happened  just  four  months 
after  McAuliffe  cashed  out  of  the  St. 


A  LOT  OF  BALLS  IN  THE  AIR 

Many  of  Terry  McAuliffe's  business  deals  are  intertwined  with  his  political  interests 


MARKETING 


McAuliffe  packages  and  pro- 
motes affinity  credit  cards  and 
related  products  to  labor 
unions  and  trade  associations. 


HOMEBUILDING 


McAuliffe  is  president  of 
American  Heritage  Homes,  a 
Florida  liomebuilder  acquired 
in  1996  witii  Carl  Lindner  of 
American  Financial  Group. 


INSURANCE 


McAuliffe  owns  Jefferson 
Capital  Holdings,  a  Florida- 
based  title  and  casualty  insur- 
ance company. 


McAuliffe  raised  $43  million 
in  eight  months  as  finance 
chairman  for  Clinton/Gore  '96. 
Previously,  he  was  finance 
chairman  for  the  Democratic 
National  Committee. 


INVESTING 


McAuliffe  is  Washington  repre- 
sentative of,  and  an  investor 
in,  Pacific  Capital  Group,  a  Los 
Angeles  venture-capital  firm 
owned  by  a  former  Drexel 
Burnham  Lambert  investment 
banker. 


REAL  ESTATE 


McAuliffe  and  father-in-law 
Richard  Swann  formed  Ameri- 
can Capital  Management  to  buy 
Florida  properties  that  the  RTC 
took  over  after  putting  Swann's 
S&L  into  receivership.  Some  of 
the  properties  were  acquired 
using  union  pension  money. 


had  formerly  belonged  to  Swann's  s&L. 
McAuliffe's  intention  was  to  improve 
the  lots  and  sell  them  or  develop  the 
property  himself. 

HEADACHES.  The  Country  Run  land  it- 
self served  as  the  primary  collateral  for 
the  loan.  But  McAuliffe  also  pledged  his 
half  ownership  of  the  St.  Pete  properties 
as  additional  security.  Real  estate  con- 
sultant Marilyn  K.  Weitzman,  president 
of  New  York's  Weitzman  Group  Inc.  and 
adviser  to  the  pension  fund  on  some  of 
its  real  estate  transactions,  told  the  fund 
that  the  loan  involved  high  risk.  But 
because  of  McAuliffe's  additional  collat- 
.•!-al,  Weitzman  told  business  week,  she 
'.;pg]'aded  the  investment  from  "reason- 
ahl<  "  to  "excellent."  She  told  the  fund  it 
.shonld  expect  at  least  a  20%  return. 

Thai  wasn't  even  close  to  what  it 
V.iit.  The  fund  ended  up  with  only  a 


Pete  properties.  "We  didn't  sell  as  many 
[Country  Run]  lots  as  we  hoped,"  says 
McAuliffe.  "You  have  ups  and  downs  in 
real  estate." 

Once  McAuliffe's  Country  Run  loan 
was  in  default,  the  fund  had  the  right 
to  foi'eclose  and  take  possession.  But 
the  fund  never  foreclosed,  says  Grau, 
because  it  didn't  want  to  be  left  holding 
undeveloped  land.  Last  October,  after 
more  than  three  years  of  nonpayment, 
the  fund  sold  off  the  Country  Run  loan 
in  a  package  with  the  St.  Pete  proper- 
ties. The  buyer?  Terry  McAuliffe.  He 
and  partner  Lindner  are  now  building 
homes  on  the  Country  Run  lots  with 
their  company,  American  Heritage 
Homes  Inc.  Today,  McAuliffe  is  the  sec- 
ond-biggest homebuilder  in  Orlando. 

Meanwhile,  the  fund's  Country  Run 
retum  wound  up  being  about  half  what 


similar  loans  were  earning  in  that  t 
span,   according   to   the  Mortg 
Bankers  Assn.,  which  tracks  cornnl 
cial  mortgage  rates.  As  for  the  St,  p| 
properties,  McAuliffe  sold  them  t 
real  estate  investment  trust.  Trusl 
Grau  says  the  6.5%  overall  returnri 
the  ftnid  compares  favorably  with  , 
2.3%  average  return  nationally  on  i- 
sion  fund  real  estate  investments  fif 
'91  to  '96. 
ROTTEN  RETURNS?  Not  so,  says  Su 
Hudson- Wilson,   chief  executive 
Boston-based  Property  &  Portfolio 
search  Inc.,  a  real  estate  special 
"For  this  strategy — purchasing  ( 
tressed  assets  from  rtc — this  wo 
be  an  unacceptable  return."  She  a 
that  many  pens 
funds  followed  si 
lar  strategies  at 
time  and  earned  d 
ble-digit  returns 
cause  of  the  lowl 
prices  being  paid 
RTC  properties. 

The  ibew  not  o 
financed  McAulifi 
ventures,  but  it 
helped  boost 
stature  as  a  Der 
cratic  fund-raiser 
contributing  $6  n 
lion  to  party  can 
dates  from  1991 
1996.  Starting 
1992,  McAuliffe  or, 
nized  a  few  fund-rs 
ers  for  the  Clint| 
Gore  ticket.  By  19 
however,  he  was 
nance  chairman 
the  Democratic  ^ 
tional  Committ 
Moore  controlled  \ 
iBEW's  political  contributions  durij 
McAuliffe's  rise.  Moore  did  not  reti) 
phone  calls  seeking  comment.  i 
The  Labor  Dept.'s  inspector  gene! 
is  looking  into  the  ibew  fund's  inve- 
ments.  While  McAuliffe's  dealings  w) 
the  pension  fund  may  not  put  him  i 
the  best  light,  any  legal  repercussicf 
stemming  from  the  Labor  Dept.  inv(r 
tigation  are  likely  to  fall  on  the  fun) 
tinstees  and  not  on  him  pei'sonally.  T 
Employee  Retirement  Income  Securi 
Act,  says  a  spokesperson  for  the  Lai 
Dept.,  contains  "sweeping  prohibitio 
against  self-dealing  and  other  "insid( 
actions  by  plan  trustees  that  result  ir 
party  receiving  a  benefit  because  of  t 
paity's  relationsliip  to  the  pension  fuiu 
However,  another  real  estate  de 
this  one  involving  Pmdential  Insurani 
could  pose  legal  woes  for  McAuMe.  Tj 
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American  Century  Beat  The  Benchmark. 


Average  annual  total 
returns  as  of  9/30/97 

1-Year 
Return 

3-Year 
Return 

5-Year 
Return 

Life  Of 
Fund 

Income  & 
Growth  Fund 

43.2"" 

30.5" 

21.8"" 

21.5" 

i\2Ji7i>)m 

S&P  500' 

40.4 

29.8" 

20.7 

20.1" 

(IMOWl)-) 

Equity  Growth 
Fund 

46.1 

31.3 

22.3'" 

19.3 

S&P  500' 

40.4 

29.8 

20.7" 

18.3"" 

Worth  noting:  Both  funds  beat  the  S&P  500  for  all  four  periods. 

'The  penod  from  12/20/90  is  the  closest  to  Income  &  GRWth's  Life  of  Fund 
thiit  iillows  comparison  to  other  stock  funds 

It's  a  statement  95%  of  all 
stock  funds  can't  make. 


Meet  two  American  Century  funds  that  did 
what  95%  of  all  stock  funds  couldn't  do:  beat 
the  S&P  500  for  all  four  key  periods.  What's 
more,  both  Income  &  Growth  and  Equity 
Growth  have  earned  the  highest  possible 
rating  from  Morniiigstar:  "5  Stars"  for  overall 
performance  out  of  2,189  funds.-  That  means 


they're  rated  higher  than  907o  of  all  domestic 
stock  fimds  for  their  record  of  balancing  risk 
and  reward.  Quite  an  accomplishment.  To 
find  out  more,  call  American  Century  at 
1-800-345-2021,  and  ask  about  Income  & 
Growth  and  Equity  Growth:  two  fimds  that 
have  made  quite  a  statement. 


;e  ask  for  a  prospectus  unth  more  complete  information,  including  charges  and  expenses.  Be  sure  to  read  it  carefidly  before  you 

it.  Natiimlh/,  past  pK'rfoniiancc  cau't  guarantee  future  results.  Tliese  figures  are  for  investor  class  shares  and  assume  all  dividends  were  reiii- 
d.  Please  consult  a  prosjyectiis  for  information  about  other  share  classes.  Investment  return  and  the  vahie  of  your  principal  will  fluctimte,  and 
nal  value  of  your  investment  may  be  more  or  less  than  wliat  you  started  with.  'The  S&P  500  is  an  index  created  in/  Standard  &  Poor's 
oration  that  is  considered  to  represent  the  performance  of  the  stock  market  generally.  It  is  not  an  iiwestment  product  irvailable  for  purchase. 

■ningstar  proprietary  ratings  reflect  risk-adjusted  performance  as  of  10/31/97.  These  ratings  may  change  monthly,  and  are 
lated  from  the  funds'  three-  and  five-year  Uehen  available)  average  annual  total  returns  in  excess  of  90-day  Treasun/  bill  returns,  with 
ppropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill  returns.  Income  &  Growth  and 
ty  Growth  have  five  star  ratings  for  three-years,  five-years  and  overall  out  of  2,189:  1,210  and  2,189  domestic  stock  funds.  10%  of  the  funds  m  an  investment 
'ory  received  five  stars;  the  next  22.5%  received  four  stars.  ©1997  American  Century  Services  Corporation,  American  Century  Investment  Services,  bic. 
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S  U  M  M  I  T 


A  BUSINESS  WEEK 


At  Business  Week's  Latin  America  Summit,  key  government  and  business  leaders  will  shar 
their  expertise  on  making  the  most  of  this  dynamic  yet  complex  market.  They'll  explore  th 
forces  driving  the  region's  transformations,  analyze  the  newest  challenges  for  continue< 
reform  and  development,  and  share  their  visions  of  what  lies  ahead.  You'll  emerge  with 
detailed  analysis  of  both  region-wide  trends  and  issues  facing  specific  countries. 

Not  a  session  for  casual  observers,  the  Summit  is  for  professionals  who  are  serious  abou 
making  connections  and  making  plans.  It  is  invaluable  for  senior  executives  at  Latin  Americai 
companies  or  U.S.  companies  that  want  to  do  business  in  Latin  America  or  already  do. 

Business  Week's  Latin  America  Summit 
February  4-6,  1  998 

The  Biltmore  Hotel,  Coral  Gables,  Florida 
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The  Honorable 
Carlos  Saul  Menem 

President  of  the  Argentine 
Republic 


eon  Address  By: 

'  Hon.  Mickey  Kantor,  former  U.S.  Secretary  oj  Commerce, 
ner  U.S.  Trade  Representative 


'eaturing: 

lliam  R.  Cline,  Deputy  Managing  Director  and  Chief 
nomist,  Institute  of  International  Finance,  Inc. 

'  Hon.  Vicente  Fox  Quesada,  Governor  of  the  State 
juanajuato,  Mexico 

incisco  R.  Gros,  Managing  Director  and  Chairman, 
rgan  Stanley  Latin  America,  Inc. 

E.  Diego  Ramiro  Guelar,  Argentine  Ambassador  to 
United  Stales 

redo  Llorente,  Managing  Director,  Endesa  Espaiia 
'rnational 

ludio  Loser,  Director,  Western  Hemisphere  Department, 
'rnational  Monetary  Fund 

3aniel  Miller,  Executive  Vice  President,  Latin  America, 
irlpool  Corporation 

orge  Mufioz,  President  and  CEO,  U.S.  Overseas  Private 
estment  Corporation  (OPIC) 

atrice  Eugenia  Rangel-Mantilla,  Senior  Mice  President, 
yorate  Strategies,  Cisneros  Group  of  Companies 


SPONSORED 


B  Y: 


Hewlett-Packard  Company 

The  Principal  Financial  Group 

Global  Delivery  Services  from  the 
United  States  Postal  Service 

\n  association  with 
the  Association  of  American  Chambers  of 
Commerce  in  Latin  America 

To  register,  or  for  more  information,  contact 
Julie  Terranova 
Phone:  1-800-682-6007  (in  the  U.S.) 

212-512-2184  (outside  the  U.S.) 
Fax:  212-512-6281 
E-mail:  jterranova@businessweek.com 
Website:  execprog.businessweek.com/latinamer 
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tjovernment 


issue:  whether  McAuliffe  pocketed  an 
improper-  fee  for  influencing  the  award 
of  a  government  contract. 

In  a  letter  signed  on  Mar.  18,  1993, 
Prudential  agreed  to  pay  McAuliffe 
$375,000  if  the  Pension  Benefit  Guaran- 
ty Corp.  (PBGC)  signed  a  15-year,  $187 
million  lease  to  occupy  a  downtown 
Washington  office  building  owned  by 
the  insurer. 

The  U.  S.  Attorney  for  the  District  of 
Columbia  charged  that  Pmdential  false- 
ly certified,  after  it  won  the  lease,  that 
it  had  not  hired  anyone  to  help  influence 
the  bidding  process,  which  is  illegal  un- 
der the  Competition  in  Contracting  Act. 
Pmdential  paid  McAuliffe  $375,000,  but 
he  says  the  money  was  a  proper  pay- 
ment for  fending  off  any  congi-essional 
attempts  to  stop  the  deal. 
VEHEMENT  DENIALS.  A  PBGC  spokes- 
woman says  Prudential's  bid  was  the 
lowest,  and  that  no  one  at  the  agency 
was  ever  contacted  by  McAuliffe.  She 
adds  that  the  team  of  pbgc  career 
staffers  who  reviewed  the  bids  stand 
by  their  decision.  Pmdential,  through  a 
spokesman,  denied  wi-ongdoing  and  said 
it  settled  the  case  to  avoid  costly  liti- 
gation. But  it  wouldn't  elaborate  on 
the  fee  issue. 

As  the  Prudential  matter  drags  on, 
McAuhffe  isn't  out  of  the  woods  yet  on 
the  Teamsters  case,  whose  central  fig- 
ure, campaign  consultant  Martin  Davis, 
is  a  friend  of  McAuliffe.  Davis  has 
pleaded  guilty  to  masterminding  an  il- 
legal scheme  to  raise  $1  million  for 
Teamsters  President  Carey's  1996  re- 
election. Davis  told  McAuliffe  he  could 
help  raise  $1  million  for  the  dnc  from 
the  Teamsters,  but  McAuliffe  denies  he 
knew  any  details  of  how  Davis  intended 
to  do  this.  Davis,  in  his  guilty  plea, 
says  his  plan  was  to  launder  Teamsters 
donations  through  the  DNC  in  an  effort 
to  hide  the  source  of  Carey's  money. 
McAuliffe  says  he  simply  dii-ected  Davis 
to  see  an  aide  and  never  heard  any 
more  from  him.  McAuliffe  testified  be- 
fore a  New  York  grand  jury  in  Sep- 
tember, which  is  also  interested  in  his 
and  Davis'  role  in  helping  broker  a  deal 
to  switch  the  ap"L-c'io's  affinity  credit 
car-d  from  one  bank  to  another. 

McAuliSe  says  he  is  certain  he  will  be 
cleared  in  the  Pmdential  case.  And  he 
vehemently  denies  any  impropriety  in 
his  dealings  with  the  ibew  or  any  in- 
volvement in  the  Teamsters  scandal.  All 
he  wants  is  to  be  left  alone  to  run  his 
business  affairs  in  peace,  he  maintains. 
But  /iven  the  controversies  swirling 
around  his  dealmaking,  he  may  have  to 
wait  a  while  to  just  mind  the  stoi'e. 

By  Paula  Dv/yer  in  Washington 


CAPITOL  HILL 


CONGRESS  TO  CLINTON: 
MOVE  OVER 

After  their  fast-track  win,  lawmakers  try  to  hijack  trade  poli 


Early  next  year,  a  U.  S.  congressional 
delegation  will  meet  vdth  members 
of  the  Eiu'opean  Pai'liament  in  Lon- 
don to  try  to  iron  out  a  nasty  dispute 
over  the  1996  Helms-Burton  Act.  Eu- 
rope wants  a  repeal  of  the  law,  which 
imposes  penalties  on  foreign  companies 
using  U.  S.  property  expropriated  by 
the  Castro  regime  in  Cuba. 

There's  nothing  new  about  the  Euro- 
pean position.  Wliat's  unusual  is  to  see 
Congi'ess  trying  to  micromanage  trade 
negotiations,  an  area  historically  the 
purview  of  the  executive  branch.  From 


SANGUINE?  Trade  chief  Barsh 


its  refusal  to  mbber-stamp  Administra- 
tion "fast-track"  negotiating  authority 
to  its  growing  use  of  sanctions,  "ther-e  is 
almost  a  constant  intervention  in  trade 
issues,"  grouses  one  Administration 
trade  official. 

NITPICKING.  Top  targets  for  lawmakers 
are  global  talks  on  lowering  barriers  to 
financial-sei-vice  providers  such  as  banks 
and  insurers  and  reforming  foreign-in- 
vestment mles.  With  both  nearing  com- 
pletion, they  are  ripe  for  congressional 
nitpicking.  Congress  also  will  take  up 
fast  track  again.  In  November,  the  vote 
to  let  President  Clinton  negotiate  fi'ee- 
trade  deals  that  Congress  can't  amend 
had  to  be  postponed  when  representa- 
tives couldn't  agi'ee  on  instmctions  to 
negotiators.  The  list  of  du-ectives  to  the 
Administration  is  only  likely  to  grow, 
with  new  demands  about  protecting 
workers'  rights  and  the  environment. 

Congress  is  also  likely  to  tie  any  fi- 
nancial bailouts  of  Asia  to  trade  con- 


cessions. The  Senate  Republican  P 
Committee  recently  warned  the 
House  that  "Congress  is  signaling 
U.  S.  taxpayer  support  for  the  imf 
ternational  Monetary  Fund]  and  o 
lending  institutions  m.ay  no  longe 
unconditional."  The  GOP  gi-oup  said 
the  Administration  "m,ust  demand 
breakup  of  Korean  conglomerate 
ban  on  IMF  aid  to  the  country's  a 
mobile,  semiconductor,  and  steel 
ducers,  and  a  lowering  of  tariffs 
quotas.  Meanwhile,  House  Mino' 
Leader  Richard  A.  Gephardt  CD- 
has  drawn  up  a  bill  that  w 
require  Congress  to  vote 
the  terms  of  China's  admiss 
to  the  World  Ti-ade  Orga 
tion,  which  doesn't  require 
islative  approval. 

Japan  also  will  come  in 
its  usual  lion's  shai-e  of  con 
sional  scrutiny.  Senators 
representatives  mshed  to  t 
fax  machines  to  protest  the 
5  WTO  antitmst  decision  in  £ 
of  Fuji  Photo  Film  Co.  o 
Eastman  Kodak  Co.,  with 
calling   for   trade  sancti 
against  Japanese  exports. 

And  Congress'  use  of  tr 
sanctions  against  countries 
ceived  to  be  international  evildoer 
exploding.  More  than  half  of  all 
ti'ade  sanctions  imposed  since  the  en 
World  War  I — which  now  target 
countries — were  initiated  in  just 
past  four  years. 

LI.  S.  Ti-ade  Representative  Charl 
Barshefsky  is  philosophical  about 
attention.  "There  is  a  lot  of  pent-up 
ergy  being  dii'ected  to  international  e 
nomics,  and  the  effect  of  trade  on 
U.  S.  economy  is  being  increasingly 
predated,"  she  says. 

These  days,  Barshefsky  is  so  in 
mand  by  congressional  committees 
terested  in  trade  negotiations  i\ 
ovei-worked  aides  are  thinldng  of  h'" 
their  boss  a  speechwiiter  to  handle  I 
testimonial  chores.  Finding  a  wo 
smith  will  be  easy.  The  trick  will 
trying  to  conduct  trade  pohcy  with 
assistants. 

By  Paul  Magnusson,  with  Amy  B 
ms,  in  Washington 
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It  wasn't  too  long  ago  that  Intel  Coip. 
executives  were  so  dismissive  of  per- 
sonal computers  priced  below  $1,000 
that  they  called  them  Segment 
Zero — a  dumping  gi'ound  for  inven- 
tory close-outs  and  bottom-feeding  PC 
doners  selling  yesterday's  technology.  In- 
stead, Intel  held  to  the  high  ground, 
pushing  pricey  chips  that  could  nm  the 
newest,  coolest  software.  Not  coinciden- 
tally,  those  chips  helped  produce  the  juici- 
est gi'oss  profit  margins,  some  60%  over- 
all, one  of  the  highest  in  high  tech. 

And  why  not? 
That  bedrock 
strategy  had 

turned  Intel  into   

a  precision  prof- 
it machine,  gi-owing  almost  as  fast  as  the 
number  of  transistors  on  its  slivers  of 
silicon.  With  a  90%  market  share  in  PC 
processors,  Intel's  sales  have  headed  sky- 
ward, gi-owing  30%  to  50%'  annually  for 
the  past  four  years.  That  made  it  the 
eighth-most-profitable  company  in  the 
world  in  1996,  with  eaniings  of  $5.2  bil- 
lion, not  far  behind  Exxon  Coip.  and  Gen- 
eral Electric  Co.  CE  sales,  however, 
dwarfed  Intel's  $20.cS  billion. 
ABOUT-FACE.  But  that  was  last  year— 
when  the  average  PC  was  still  a  pricey 
$2,000.  In  Febinary,  Compaq  Computer 
Corp.  changed  everything  when  it  be- 
came the  first  top-tier  Pc;  maker  to  hawk 
powerful,  dirt-cheap  computers.  Using 
the  Pentium-compatible  Media(;x  chip 
from  Intel  rival  Cyrix  Corp.,  Compaq 
shii)ped  a  $999  Presario  (that  now  sells 
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for  $799)— and  the  sub-$l,000  market  ex- 
ploded. Today,  almost  all  big  PC  makers 
are  pushing  inexpensive  gear,  and  sales  in 
the  segment  have  siu'ged  from  just  7%  of 
U.  S.  retail  units  in  1996  to  an  estimated 
25%'  this  year. 

Suddenly,  Segment  Zero  looks  like  pii- 
ority  No.  1  for  Intel.  For  the  fii'st  time  in 
its  history,  the  world's  largest  chip  com- 
pany is  launching  an  all-out  cmsade  to 
create  processors  specifically  for  the  low- 
cost  PC  market,  which  it  now  calls  by  the 
more  politically  correct  term  "basic  PCs." 

More  surprising, 
in  the  past  two 
weeks  the  com- 
pany has  staked 
out  even  cheap- 
er ground — chips  for  everything  from 
$500  network  computers  to  $300  digital-w 
set-top  boxes.  And  behind  Intel's  deep- 
blue  glass  walls,  engineers  are  designing 
processors  foi-  so-called  backseat  PCs — 
computers  for  playing  games  and  cniising 
the  Intei'net  that  could  be  built  into  cars 
by  2000. 

If  the  Silicon  Valley  giant's  grand  plan 
to  move  beyond  PCs  hits  the  mark,  the 
company's  signature  slogan  could  become 
Intel  Inside  Everything.  Says  Intel  ceh 
Andrew  S.  Grove:  "For  us  to  walk  awa\ 
from  a  market  whose  size  is  going  to  be 
measured  in  tens  of  millions  of  units  per 
year,  maybe  bigger,  is  inconceivable." 

But  what  will  selling  cheaper  chips  do 
to  Intel's  amazing  profit  macliine?  Clearly, 
the  strategy  is  a  marked  change  in  the 
company's  longstanding  practice  of  un- 


70  BUSINESS  WEEK  /  DECEMBER  22,  1997 


Intel  Inside  Everything 

The  chip  giant  is  pushing  beyond  the  PC  to  make  chips  specifical 
for  a  broad  range  of  digital  devices 


POWERFUL 

NETWORK 

SERVERS 


INTEL-EQUIPPED 
DELL  SERVER 


servers 


powered 

one-third  as  much,  on  aver- 
age, as  RISC-based  models. 
Intel  and  PC  makers  want  to 
move  into  even  more  prof- 
itable markets.  One  hope: 
servers  that  gang  together  as 
many  as  eight  processors,  us- 
ing technology  that  Intel 
acquired. 

TECHNICAL 
WORKSTATIONS 

Intel  has  set  its  sights  on 
the  market  dominated  by 
Sun,  Silicon  Graphics, 
IBM,  and  Hewlett- 
Packard.  With  high-priced 
Intel-powered  systems  from 
Compaq,  HP,  and  Dell,  Intel 


Sales  are 
growing  at 
22%  this 
year,  and 
76%  of 
servers  now 
use  Intel 
chips.  But 
Pentium- 
cost  only 


has  ^ 
a    5  0  % 
share  of  this 
business  today.  By 
2000,  that  is  projected 
to  climb  to  86%,  says 
researcher  IDC. 

NETWORK 
COMPUTERS 

These  devices, 
which  use  a 
server  to  do  the 
heavy  lifting, 
were  once  the 
subject  of 
Intel's  scorn. 
Now,  Intel  is 
casting  its  lot 
behind  the  full 
range  of  so- 
called  thin 
clients  including  NCs, 
NetPCs,  and  Windows 
terminals  —  a  market 
expected  to  hit  6.8  mi 
hon  units  by  2000. 


HP  AND 
OTHER 
WORK- 
STATIONS 
MOVE  TO 
INTEL 


SUB-$1,000  P 


A  segment  of  the  m 
Intel  can  no  lof 
avoid.  Inexpensive 
sold  through  retail  st 
have  grown  from  7 
1996  to  36% 
in  October. 
Intel  is  jump- 
ing into  the 
market,  with 
low-priced 
powerful 
chips,  not 
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Intel's  a  nonstarter  . 
day  but  wants  in.  The 
great  wave  of  consL 
electronics:  digital 
satellite  receivers, 
videodisk  players.  The  c 
pany  plans  to  use  a  rep 
aged  Pen 
chip  or  eve 
DEC  Str( 
ARM  Chi 
gain  c 
hold. 
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SET-TOP 

UNIT 


Computing 
on  the  go  is 
growing  fast. 
Intel  rules 
notebook 
PCs,  but  it's 
nowhere  in 
handhelds,  In- 
ternet phones, 
or  smart  cars. 
Intel  aims  to  change 
by  taking  on  rivals  like 
vanced  RISC 
MIPS,  and  Hitachi. 
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w  processors  at  sky-high  prices 
dropping  them  over  a  period  of 
r  years.  If  low-cost  gizmos  be- 
ig  chunk  of  Intel's  business,  the 
that  set  the  standard  for  spin- 
n  into  gold  could  find  itself  gfap- 
i  lower  gross  margins — and  mas- 
ses in  its  vaimted  business  model. 
)uld  be  tricky.  Intel  spends  big 
tay  ahead  of  its  rivals — some  $4.5 
5  year  on  new  chipmaking  plants. 
:penditures  are  forecast  to  climb 
er  in  1998,  to  $5.3  bilhon,  three 
t  of  any  other  chipmaker  in  the 
at  will  help  catapult  Intel  from 
/orldwide  production  capacity  to- 
».  2  by  2002,  analysts  flgiu'e.  But 
bet  to  pay  off  in  an  era  of  lower- 
the  company  must  spit  out  even 

lumes.  "It's  a  risk  to  go  out  and  FULL  SPEED  AHEAD 

ions  of  dollars  on  these  manufac-  u^^  knOW  there's  a 
ants,    concedes  Intel  President  ,   .  , 
Barrett.  "But  if  we  didn't,  we  brick  wall  someplace, 
lossibly  reap  the  benefits.  We're  but  the  WOrst  thing  we 
Ti  the  road  at  150  miles  per  hoiu-,  ^an  do  is  Stop. .  .and  let 
now  there  s  a  brick  wall  some-  K  H     1         ^  " 

the  worst  thing  we  can  do  is  stop  SOmeDoay  else  paSS  US, 

ind  let  somebody  else  pass  us."    says  President  Barrett 

las  no  intention  of  leaving  the  fast 
strategy  is  to  keep  Intel  ahead  of  the  pack  while 
rofits  high.  The  plan:  adopting  a  tactic  like  that  of 
c  makers  such  as  Compaq  and  Hewlett-Packard 
1  have  kept  their  gi'oss  margins  well  above  gi'ound 
ig  bargain-basement  PCs.  The  trick  is  to  compensate 
•ofits  on  the  low  end  vrith  higher  volumes — and  with 
)dels  aimed  at  the  lucrative  technical  workstation 
r  markets. 

ITTERS.  Grove  has  a  high-powered  ai'senal  ready  to 
lans  to  counterbalance  cheap  chips  with  soaring 
Dwerful  Pentium  lis,  such  as  a  400-megahertz  ver- 
luled  for  release  by  mid-1998,  a  450-Mhz  model  lat- 
year,  and  the  highly  promoted  64-bit  Merced  chip 
n  late  1999,  aU  of  which  wiU  be  used  in  workstations 
rs  and  could  boast  90%  margins.  "It's  vei-y  impor- 
is  to  participate  at  both  ends  of  the  wire,"  says 
think  the  foiinula  is  going  to  work  out." 
'all  Street  is  jittery.  Only  last  April,  analysts  pre- 
;el  would  post  sales  this  year  of  $27.5  bilhon  and 
billion,  up  56%  from  1996,  putting  it  on  a  path  to  be- 
world's  No.  3  profit  maker.  But  since  then,  stock 
have  pared  back  projections:  They  now  anticipate 
of  $24.9  billion.  The  I'evised  earnings  estimate,  $6.8 
itill  up  a  strong  31%  from  last  yeai-  but  short  of  the 
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44%  and  54%  growth  spurts  of  the  past  two  yeai's. 

Moreover,  analysts  figui-e  that  Intel's  1998  earn- 
ings will  expand  even  more  slowly — by  11%,  to 
$7.6  billion,  according  to  consensus  estimates  from 
First  Call  Corp.  "The  stock  won't  do  well  vdth 
that  kind  of  earnings  gi'ovrth,"  says  analyst  Charles 
F.  Boucher  of  UBS  Securities  Inc.,  who  pegs  Intel's 
1998  profit  gi-owth  even  lower,  at  just  7.6%.  Intel 
shares  have  already  been  hammered  from  an  all- 
time  high  of  $102  in  early  August  to  $77  today. 
Does  Grove  agi*ee  that  competing  at  the  low  end  could 
douse  Intel's  earnings  gi'owth?  "I  don't  know,"  he  says  with 
atypical  uncertainty.  But  his  usual  go-for-the-jugular  style 
quickly  returns.  "We  are  going  to  be  motivated  by  partici- 
pating in  each  of  these  segments  to  the  fullest  extent  of  our 
technical  and  marketing  capabilities,"  he  says. 

Intel  may  have  little  choice.  Analysts  figure  sales  of  sub- 
$1,000  PCS  '  will  chmb 
33%  next  year  vs. 
growth  of  20%  for  the 
PC  market  as  a  whole. 

Even  more  telhng,  computers  selling  for  $1,500  or  less  could 
mushroom  from  39%  of  the  U.  S.  consumer  market  this  year 
to  nearly  half  of  the  market  by  2001,  according  to  market  re- 
searcher International  Data  Corp.  (IDC). 

At  the  same  time,  longtime  rival  Advanced  Micro  Devices 
Inc.  (AMD)  and  upstart  Cyiix  Corp.  have  mai'ked  tliis  tenitoiy 
as  their  own,  rolling  out  processors  priced  well  below  Intel's 
chips  and  grabbing  market  share — together  some  20%  of  the 
low  end  vs.  10%  in  1996,  according  to  mc.  "It's  the  first 
time  in  many  years  that  there  has  been  a  viable  alternative 
[to  Intel]  at  the  low  end,"  says  IBM  Senior  Vice-President 
Samuel  J.  Palmisano,  who  has  chosen  AMD's  K6  chip  for  ibm's 
new  line  of  sub-$l,000  machines. 

Grove  is  detennined  to  cede  no  fur- 
ther gi'ound.  The  hy]3er-aggi'essive  CEO  is 
legendaiy  for  his  bet-the-company  turn- 
abouts. In  1985,  when  the  market  turned 
soui",  Intel  walked  away  from  the  busi- 
ness that  launched  the  company  two 
decades  earher:  memory  chips.  And  in 
1994,  Intel  reversed  itself  to  replace 
thousands  of  Pentium  chips  containing 
a  minor  flaw,  a  move  that  cost  it  $475 
million.  Grove  has  tirnied  this  tactic  into 
a  management  philosophy  that  he  calls 
"Only  the  paranoid  survive." 

Once  again,  Grove  is  showing  his 
stripes.  On  Nov.  24,  Intel  was  reorga- 
nized into  five  marketing  and  product 
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gi'oups,  including  a  consumer  unit  to  address  the  no-frills 
mai'ket.  The  company's  next  big  step  is  expected  in  Febiuaiy. 
That's  when  analysts  predict  the  chip  giant  will  cover  its 
flank  from  Cyiix  and  AMD  by  slashing  prices  by  as  much  as 
40%  on  its  oldest  Pentium  mmx  chips,  to  as  low  as  $70,  a  price 
not  seen  since  the  waning  days  of  the  486  chip. 

But  that's  just  the  wami-up.  Intel's  real  assault  on  the  low 

end  will  center,  oddly 
enough,  around  the 
company's  thorough- 
bred, the  Pentium  II. 
Instead  of  pushing  older  technology,  Intel  will  thi'ow  nearly  all 
of  its  weight  behind  the  Pentium  II,  even  if  that  means  eat- 
ing a  bit  of  crow  and  slashing  prices  faster  than  planned.  In 
the  fii'st  half  of  the  year,  Intel  j)lans  to  ship  a  stripped-down 
Pentium  II  that  foi-goes  the  "cache"  memoiy  packaged  along- 
side the  chip,  which  speeds  performance  by  keeping  fre- 
quently used  data  close  to  the  processor.  Removing  the  cache 
wiW  slow  dovm  the  Pentium  II  but  will  shave  about  $15  off 
Intel's  $103  manufacturing  cost,  estimates  consultant  Micro 
Design  Resources  Inc. 

Intel  could  sell  this  chip  ini- 
tially for  around  $200,  half  its 
current  price  and  low  enough 
to  be  used  in  PCs  costing  less 
than  $1,500 — but  not  in  rock- 
bottom  models.  A  $200  price 
would  take  a  toll  on  profits 
anyway.  Instead  of  the  esti- 
mated 74%  margin  that  Intel 
earns  on  its  cheapest  Pentium 
II  today,  a  stripped-down  mod- 
el could  gross  less  than  60%-. 
Later  in  the  year,  Intel  will 
ship  a  redesigned  Pentium  II 
that  restores  up  to  half  of  the 
missing  cache  by  building  it 
directly  into  the  processor. 
This  design  could  largely  re- 
store the  Pentium  IPs  perfor- 
mance without  adding  cost. 

Will  less  poweiful  versions 
damage  the  gold-plated  Pen- 
tium brand?  Not  at  all,  say  In- 
tel execs.  "It's  Hke  Coke,"  ex- 
plains Paul  S.  Otellini,  Intel's 
senior  vice-pi-esident  for  sales 
and  marketing.  "One  bi'and,  many  different  products." 

But  why  use  the  Pentium  II  at  all?  Why  not  ci'ank  up  the 
Pentium  mmx,  barely  a  year  old  and  scheduled  to  be  put 
out  to  pastur-e  by  the  end  of  1998?  Intel  favors  the  Pentium 
II  because  it  gives  the  chipmaker  an  edge  over  rivals.  It 
sports  a  new  scheme  for  connecting  to  a  PC's  main  ciiTuit 
boai'd  that  cannot  be  copied  by  other  chipmakers.  If  pc  mak- 
ers adopt  the  Pentium  II,  fi-om  servers  on  down  to  network 
computers,  that  could  lock  out  Cyi'ix  and  AMD. 
THE  HiTCH.  Of  course,  the  cheaper  Pentium  lis  would  still 
cost  twice  what  competitors  charge  foi'  their  chips  aimed  at 
the  low  end.  "You  can't  give  hp  sei-vice  to  tliis  market,"  .says 
Steve  Tobak,  Cyiix'  vice-president  for  marketing.  "All  Intel  is 
doing  is  window-dressing." 

Intel  has  an  answer  for  that,  too.  It's  planning  to  wring 
costs  out  of  other  parts  of  the  pc  so  that  computer  makers 
can  afford  Intel's  chips.  In  mid-1998,  for  example,  Intel  will 
unveil  a  range  of  new  products,  including  chip  sets,  the  com- 
panion to  the  processor,  that  will  combine  many  PC  func- 
tions into  fewer  chips.  These  products  could  slice  the  cost  of 
making  a  PC  by  $50.  That  means  Intel  would  only  have  to  cut 
its  Pentium  II  piice  to  $150  to  match  $100  rivals. 
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There's  a  hitch,  however.  As  sub-$l,000  machines  becoil 
bigger  part  of  the  market,  analysts  figure  that  the  aveigf 
selling  price  of  Intel's  chips  will  sag — from  $235  this  yei  tt 
$220  in  1998.  Every  $10  fall  in  Intel's  overall  average  seji^ 
price  chops  $900  million  off  its  bottom  line,  according  tcin- 
alyst  Vadim  Zlotnikov  of  Sanford  C.  Bernstein  &  Co. 

Grove  is  banking  on  different  arithmetic.  Intel  alreac  i: 
making  a  dent  in  the  server  market,  although  mostly  at.h 
low  end.  This  year,  97%  of  servers  priced  below  $10,iio0,i 
have  Intel  Inside,  as  will  thi-ee-quarters  of  machines  cot 
$10,000  to  $25,000.  But  Intel  is  only  a  bit  player  in  an 
more  profitable  segment:  industrial-strength  models  costinj 
to  $250,000.  There,  it  competes  against  the  muscle  of 
Microsystems  and  Hewlett-Packard. 

That's  where  Merced  comes  in.  This  poweiful  64-bit  pr( 
sor,  which  was  co-designed  with  hp,  features  radically  disi 
ent  technology  that  speeds  software  by  running  muM 
tasks  simultaneously.  Merced  will  likely  cost  some  $l,20;o 
more  and  will  be  aimed  initially  at  top-dollar  computers B 
2001,  Merced  could  help  Intel  gi-ab  41%  of  the  high-end 
er  market,  predicts  IDC. 


in' 


THE  MERGED  TEAM       ^  ^^''l  ^'"-^f  ^'^^-l  ''^^^^  ' 

be  yet  another  cash  machine. 
This  powerful  new         fast  rise  of  Microsoft  Coii 
processor,  co-designed  heavy-duty  Windows  NT  softv 
with  Hewlett-Packard,      pulling  Intel  processors  a 
,       „  ,  with  it.  Indeed,  from  around 

speeds  SOltware  by  ^^^^  workstation  market  a  ; 

running  multiple  tasks  ago,  Intel/NT-based  systems 
at  the  same  time  surge  to  86%  by  2000,  says  I 

Revenues  from  workstation  I 
sei^ver  chips  over  the  next  thi'ee  years  could  total  $26  bill 
analysts  say. 

Will  that  be  enough  to  make  up  the  margin  squeeze  fj 
low-end  chips?  A  business  week  analysis  suggests  thii 
may.  SeUing  just  one  Pentium  II  for  $750  produces  up  tip 
times  as  much  gi'oss  profit  as  a  $150  Pentium  II.  If  Intel  I 
36  million  high-end  chips  in  the  next  thi'ee  years,  it  couldjf 
duce  the  average  price  of  every  other  chip  in  its  portfoli(!i 
an  average  of  $80  and  still  come  out  ahead.  i 

Indeed,  Intel  execs  insist  that  their  gi'oss  margins  i 
remain  above  50%-.  But,  says  one  Intel  insider,  "if  the  if 
$1,000  categoi-y  grew  to  more  than  50%-  of  the  pc  market/' 


Not  so  very  long  ago,  conventional  wisdonn 
dictated  that  to  be  the  best  you  had  to  be  the 
biggest.  E  .:ay's  evolving  marketplace  things 

,1.  lapidly. 

Quite  simply,  trying  to  be  "all  things  to  all 
people"  is  a  strategy  that  values  quantity  over 
quality.  In  the  real  world,  focus  and  quality  are 
what  our  rliont'  are  increasingly  demanding.  That's 
.-,  ;  :  med  Barclays  Capital. 

We're  still  in  investment  banking.  We're 
still  international  and  we're  still  in  the  advice 
business.  But  we  are  now  highly  focused  and  fully 
integrated  across  the  spectrum  of  debt,  lending 
and  risk  management  products. 

Yet  we  remain  part  of  the  Barclays  Group 
with  access  to  a  $350  billion  balance  sheet,  an 
AA  credit  rating  and  all  the  benefits  they  bring. 

Barclays  Capital.  Focusing  our  resources  and 
expertise  to  focus  on  our  clients'  business. 
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And  in  15  other  cities  across  the  world 
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PRODUCT 


couldn't  sustain  our  gross  margins." 

Fear  of  collapsing  computer  piices 
at  fii'st  di'ove  Intel  into  denial  about 
the  low-cost-PC  phenomenon.  Until 
November,  the  company  stuck  to  its 
well-honed  marketing  message,  en- 
ticing customers  to  buy  Intel's  latest 
chips.  That  included  a  $100  million 
ad  campaign  this  quarter  to  promote 
the  Pentium  II,  including  TV  ads  of 
chip-plant  workers  in  clean  room 
"bunny  suits"  dancing  on  Broadway. 

But  behind  the  scenes,  Intel's 
managers  were  already  hashing  out 
a  response  to  a  market  shift  that 
had  clearly  caught  them  by  suiprise. 
The  PC  piice  collapse  had  been  stim- 
ning.  In  January,  1996,  a  $1,300  ma- 
chine from  Circuit  City  Stores  Inc.  wasn't  enough  to  run 
Windows  95  well:  It  bought  only  a  75-Mhz  Pentium  PC  with  8 
megabytes  of  RAM.  A  year  later,  the  same  money  bought  a 
150-Mhz  Pentium  with  16  MB  of  ram — ample  enough  to  rim 
Windows  95  and  cniise  the  Internet.  "Now,  there's  real  meaty 
value  available  for  less  than  $1,000,"  says  Greg  Gonzales, 
general  manager  of  aes  Technology,  a  small  PC  maker  in 
Austin,  Tex. 

"GENIE  IS  OUT."  Intel  concedes  that  a  peiTnanent  change  has 
occurred  in  low-end  PC  pricing — similar',  per'haps,  to  the  40% 
price  drop  triggered  by  Compaq  in  1992  that  slashed  mar-gins 
for-  both  PC  maker-s  and  r-etailer-s.  "Once  the  genie  is  out  of  the 
bottle,  you  can't  put  it  back  in,"  says  Otellini.  Now,  bai-gain- 
basement  pes  are  catching  on  in  other  countries  and  in  busi- 
nesses. PC  maker's,  for  example,  plan  to  r-oO  out  $800  macliines 


INTEL'S  BEST  MARGINS  GOME  FROM  ITS  NEWEST  GHIPS... 
AND  IT  GETS  PC  MAKERS  TO  PAY  TOP  DOLLAR  FOR  POWER 


INTRODUCED 


LATEST 

PUBLISHED 

PRICE 


EST'D 

MANUF. 

COST 


EST'D 

GROSS 

MARGIN 


TYPICAL 
SYSTEM 
PRICE* 


PR0CE3R 

COST 

PERCEI 


PENTIUM  MMX,  233-MHZ    June  2, 1997 

$300 

$50 

83% 

$1655 

18.], 

PENTIUM  II,  266-MHZ       May  7, 1997 

530 

103 

81 

2363 

22.- 

PENTIUM,  200-MHZ         June  10, 1996 

106 

40 

62 

1252 

8.r' 

PENTIUM  PRO.  200-MHZ    Nov.  1,  1995 

487 

144 

70 

3190 

15.;; 

AMD  K6, 166-MHZ           Apr.  2, 1997 

84 

70 

17 

1040 

8.1 

CYRIX  MEOIAGX,  180-MHZ  Feb.  20, 1997 

81 

45 

44 

799 

10.1 

*Not  including  monitor,  other  configuration  details  vary 
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for-  cor-porate  buyers  after  the  New  Year.  But  the  cr 
question,  OteUini  says,  is  whether  low-cost  PCs  are  brir 
new  buyers  into  the  mai-ket. 

Pr-eliminary  data  fr-om  Compaq  and  Packard-Bell/NEC 
suggest  that  40%  of  consumer-s  ar-e  picking  up  their  firs 
The  rest  ar-e  split  between  people  replacing  old  mad 
and  those  buying  a  second  or  thir-d  PC  for  kids  or-  par 
Wliat's  unclear — and  wor-risome  to  Intel — is  how  much 
models  are  cannibalizing  sales  of  costlier  ones.  "We 
really  know  this  for  two  years,"  says  Gr-ove.  But  idc  an 
Kevin  Hause  disagr-ees.  "It's  absolutely  happening,"  he 

Cyiix  and  AMD  couldn't  be  happier.  Cyrix,  for  one,  ha 
veloped  a  chip  tailor-made  for  this  market.  Cyrix'  Mediae 
the  heart  of  Compaq's  Pr-esario  22(X),  is  not  just  a  processoi 
also  contains  some  chip-set  and  multimedia  functions.  Pu 
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'WE  PUSH  TECHNOLOGY  AS  FAST  AS  WE  CAN' 


Few  technology  executives  have  had 
the  success  of  Intel  Corp.  ceo  An- 
drew S.  Grove.  In  one  of  the  fastest- 
cfianging  businesses  today.  Grove  has 
managed  to  keep  Intel  ahead  of  the 
pack  in  everyth  ing  from  PCs  to  video- 
conferencing. Along  the  way,  Intel  has 
captured  some  90%  of  the  PC  micro- 
processor market  and,  by  charging  top 
dollar  for  its  chips,  become  one  of  the 
most  profitable  compayiies  in  the  world. 
Correspondent  Andy  Reinhardt  spent  a 
cottple  of  hours  with  Grove  at  the  com- 
pany's headquayiers  talking  about  In- 
tel's latest  quick  change:  engineering 
chips  specifically  for  cheap  Pes  and 
low-cost  devices,  a  first  in  Intel's  29- 
year  history. 

Q:  Intel  has  always  produced  high-per- 
formance chips  and,  over  time,  moved 
the  technology  downstream.  Why 
change  that  now  and  make  new  chips 
for  cheap  PCs  and  other  inexpensive 
digital  devices  ? 

A:  When  all  is  said  and  done,  we  are  a 
manufacturer — a  high-volume 
rnanufactur-er  And  all  the  investment 
we  put  in  technology  and  manufactur- 
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ing  capability  is  meant  to  produce 
things  by  the  hundreds  of  milhons.  So 
for-  us  to  walk  away  from  a  market 
whose  size  is  going  to  be  measiu-ed  in 
tens  of  millions  of  units  per  year, 
maybe  bigger,  is  inconceivable. 

Q:  Why  not  just  use  older  technology — 
say,  Pentium  MMX  chips — for  low-cost 
devices? 

A:  [Grimacing]  You  can  see  my  reac- 
tion. We  ar-e  what  we  are  because  we 
push  technology  as  fast  as 
we  can.  Our  whole  belief 
is  that  technology  is  good, 
and  more  is  better  How 
could  we  slow  down  tech- 
nology? It's  not  good  for- 
anybody:  not  for  the  soft- 
ware developer,  not  for  us, 
and  most  important,  it's 
not  good  for  the  consumer*. 

Q:  You  recently  pointed 
out  that  personal  comput- 
ers using  the  Pentium.  II 
chip  had  dipped  below 
$2,000  in  record  time.  For 
conswm^rs,  that's  good 


news.  But  for  Intel,  doesn't  tk 
the  shortest  time  yet  for  charg 
preynium  on  your  latest  chips 
A:  Well,  wait  a  minute.  The  v( 
is  much  higher  Hovv  it  will  ex 
work  out,  I  don't  know.  The  n( 
that  we  sit  ar-ound  and  say:  "I 
slow  it  down  so  we  can  charge 
more  money. . ."  I  mean,  this  ii 
room  where  these  discussions 
place,  and  these  walls  have  ne 
that. 
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res  onto  a  thumbnail-size  chip  lets  Cyrix  market  a 
•  just  $81  that  matches  the  oomph  of  $130  worth  of 
liixl-paity  chips.  Some  analysts  and  executives  ai'gne 
low-end  mai-ket,  aO-in-one  chips  ai-e  more  important 
irfoirnance.  "The  whole  system  lias  to  go  onto  a  sin- 
fisists  Brian  L.  Halla,  the  ceo  of  National  Semicon- 
p.,  which  recently  acciuii'ed  Cyilx. 
le,  says  Grove.  Intel  tried  combo  chips  in  the  late 
1  it  developed  the  386SL  for  notebooks.  But  instead 
buckets  of  money,  the  386SL  was  a  disappointment 
makers  shunned  it  as  too  expensive  and  clumsy, 
ve  keeps  a  poster  of  the  386SL  on  the  wall  of  his 
room  as  a  reminder  of  what  not  to  do. 
There's  anothei-  reason  for  his  disdain.  Putting  ex- 
nctions  into  the  processor  makes  it  biggei',  taking 
e  real  estate  on  a  wafer — the  disk  of  silicon  on 
IS  are  etched.  The  more  chips  you  can  produce 
of  silicon,  the  more  money  you  make.  Case  in 
eight-inch  wafer  of  Intel's  tiny  233-Mhz  Pentium 
contains  an  estimated  211  chips  worth  $125,000. 
size  wafer  of  larger  180-Mhz  Cyrix  MediaGXs  is 
$8,100,  says  Micro  Design  Resomx-es.  That's  why 
n't  want  to  squander  space  by  adding  features 
iltimedia  and  networking. 

Intel's  aversion  to  chip  integi'ation,  the  company 
ced  in  that  du-ection  anyway.  The  target  wouldn't 
;;s,  but  far  cheaper  devices  such  as  set-top  boxes 
ation  apphances.  "They  can't  afford  to  sit  on  their 

analyst  Drew  Peck  of  Cowen  &  Co. 
r  these  gizmos  cost  a  fi-action  of  PC  chips.  Players 
tachi,  ARM,  and  mips  Technologies  sell  processors 
;  $1-5 — and  dominate  the  new  mai-kets  foi'  handheld 
phones,  and  digital  cameras.  To  compete,  Intel 
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could  be  forced  to  opt  for  low  price  over  the  latest  technolo- 
gy. But  for  now.  Grove  is  sticking  to  his  more-is-better  phi- 
losophy. He  argues  that  the  gi'owing  processing  demands  on 
new  devices  will  require  the  power  of  a  Pentium-class  chip. 

Take  next-generation  TV  set-top  boxes.  In  a  consortium 
with  Cisco  Systems,  Oracle,  and  Netscape  Communications, 
Intel  is  proposing  a  design  for  these  new  devices.  Intel  en- 
visions a  range  of  set-top  boxes,  from  $300  models  that  will 
receive  TV  and  offer  basic  menus  to  $500  models  that 
add  Net  ci-uising.  E-mail,  and  PC  games.  Initially,  Intel  plans 
to  pump  out  Pentium  mmx  chips  for  set-tops,  moving 
upstream  to  Pentium  lis  by  late  next  year. 

The  giant  chipmaker  vrill  try  an  entirely  diff"erent  approach 
for  network  computers 
(NCs) — stripped  down 
PCS  that  leave  most  of 
the  heavy  lifting  to 
servers.  Intel's  pattern  is  to  i-etire  old  chips  and  then  rechris- 
ten  them  for  use  in  products  such  as  printer's  and  network 
s'Aitches.  But  in  a  suiprise  twist,  Intel  now  says  it  will  use 
rechiistened  versions  of  the  Pentium  for  NCs. 

Why  even  muck  with  such  low-margin  devices,  given  that 
PC  sales  are  on  a  rip?  Because,  even  with  burgeoning  PC 
sales,  penetration  into  U.  S.  homes  will  barely  hit  60%  by 
2000,  leagues  behind  TVs,  VCRS,  and  CD  players.  "Our  business 
depends  on  expanding  the  market,"  says  Ronald  J.  Whittier, 
an  Intel  senior  vice-president.  "We  want  to  be  in  living 
rooms,  cars,  appliances." 

Now,  Grove  just  has  to  make  sure  his  formula  works 
for  keeping  the  Intel  profit  machine  in  overdrive  at  the 
same  time. 

By  Andy  Remliardt  in  Santa  Clara,  Calif.,  with  Ira  Sager 
in  New  York  and  Peter  Burrows  in  San  Mateo,  Calif. 
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think  the  news  is  going  to  be  in  pene- 
tration into  a  wider  population — the 
proverbial  60%  of  U.  S.  homes  that 
don't  have  a  computer  Why  don't  those 
60%  have  a  computer?  What  we're  try- 
ing to  do  is  put  a  need  in  there,  and  at 
the  same  time,  make  this  stuff  afford- 
able. And  if  that  fonnula  starts  work- 
ing, we  want  to  make  the  same  kind  of 
money  we're  accustomed  to.  And  the 
only  way  we  can  do  that  is  to  design 
for  the  target. 

Q:  You  've  said  publicly  that,  over  time, 
you  see  Intel's  gross  profit  margins 
slipping  from  60%  to  50%.  Have  you 
identified  any  kind  of  time  frame? 
A:  No.  And  we  aren't  prepared  to,  either. 
I  don't  want  to  be  wedded  to  a  paiticular 
percentage.  How  long  is  it  going  be? 
We'll  make  it  as  long  as  we're  able  to. 

Q:  There's  lots  of  talk  about  new  mar- 
kets emerging  for  T\'  set-top  boxes,  Inter- 
net phones,  and  pc/tv  setups.  Wliat  prod- 
uct category  excites  ycni  the  most?  Which 
one  offers  Intel  the  most  oppart unity? 
A:  These  are  different  questions  with 
different  answers.  The  one  I'm  most  ex- 
cited about  is  streamlining  the  business 
computer  to  a  netwoi'k  use.  I've  [long] 
felt  that  the  predominant  use  of  a  busi- 
ness computer  is  as  a  communication  de- 


vice, and  doing  that  right — infusing  net- 
working and  management,  a  proper  bal- 
ancing of  sei*vers,  inti'anets,  and  all  that 
stuff" — to  me  is  the  most  fascinating. 
From  a  business  standpoint,  and  fi"om  a 
technology  standpoint,  what  I  find  more 
fascinating  is  the  entertainment  comput- 
er in  the  home.  The  stuff  that  has  video- 
phones and  digital  imaging  and  very  al- 
luring br-owser-s,  with  lots  of  teclmology 
to  move  the  intert'ace  to  another  level  of 
capabihties.  Actually,  it's  har-d  for-  me  to 
choose  between  those  two. 

Q:  As  Intel  sells  chips  into  new  mar- 
kets such  as  set-top  boxes,  your  inter- 
ests may  diverge  from  your  longtime 
partner,  Microsoft.  An  analyst  com- 
m.enting  about  the  handheld  market  re- 
cently said  you're  '"sleeping  in  separate 
beds."  Is  that  fme? 

A:  I  don't  think  we've  slept  in  the  same 
bed,  ever. 

Q:  But  what  about  the  children  [p7vd- 
ucts]  you've  made  together? 
A:  Well,  that's  right.  But  you  can  do 
that  in  separate  beds.  You  can  do  it  in 
the  back  of  a  car.  [Laughs.]  I  dar-e  you 
to  use  that  one! 

For  an  extended  version  of  this  interview,  go  to 
Business  Week  Online  at  www.businessweek.com 
or  America  Online  at  keyword;  BW. 
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ONCE  AGAIN,  THE  EXPERTS  RECOGNIZE 
THE  FOUR-WHEEL  DRIVE  EXPERTS. 


Mtforr-KOOD 


1984  lEER  CHEROKEE 
4X4  OF  THE  YEAR 


4wHm 


H>88  lEEP  CHEROKEE 
4X4  OF  THE  YEAR 


^mptraatN's 


1993  lEEP.  GRAND  CHEROKEE 
4X4  OF  THE  YEAR 


WtfOrT-HMD 


1996  lEEP  G  RAN  DC  H  EROKEE 
4X4  OF  THE  YEAR 


JtMHEB. 

WborMtMO 


1997  lEEP  WRANGLER 


4X4  OF  THE  YEAR 


^mpcraatH's 
moorr-iKout 


1998  lEEP  GRAND  CHEROKEE  5  9  LIMITED 
4X4  OF  THE  YEAR 


JEEP  NAMED  4X4  OF  THE  YEAR  MORE 
TIMES  THAN  ANY  VEHICLE  ON  EARTH. 


when  u  tomes  to  four-wheel  and  off-road  driving,  no  one 
puts  vehicles  lo  ilie  test  better  than  Pctersfn's  -/-VV'/itt/  Ofj- 
litxtd  magazine  And,  lime  after  time,  the  brand  that  emerges 
vu  iorious  is  nt)ne  other  than  Jeep. 

l  ake  the  new  Jeep  Grand  Cherokee  5.9  Limited,  the  world's 
lasiesi  sport  utility  vehicle.*  This  powerful  4x4  recently  proved 
ii-^  oil-road  capability  and  overall  superiority  by  wmning 


Petersen's  prestigious  4x4  ol  the  Year  Award.  An  honor  Jee 
vehicles  have  earned  for  three  years  in  a  row,  si.x  times  ove 
That's  a  reccird  no  other  brand  ot  4x4s  can  match. 

In  fact,  no  other  brand  of  4x4s  in  the  world  has  won  n 
awards  than  Jeep.  So,  when  it  comes  to  determining  the  le 
in  lour-wheel  drive,  do  what  the  experts  do:  choose  a  Jeep  • 


Jeep 


THERE'S    ONLY  ONE 


)i:  0-(iO  iK celcralion.  Always  use  seat  belts  Remember,  a  backseat  is  ilic  safest  plaee  ioi  ehildrcn.  Jeep  is  a  registered  trademark  of  Chrysler  Corporati 


elopments  to  Watch 


tY  CATHERINE  ARNST 


HAT  WILL 
JP  AFTER 
EACTOR 

SATING  BACTERIA 

f  the  main  causes  of 
loration  of  bridges, 
d  other  struc- 
it  their  taste 
erete  can 
to  good 
The 


iturally  occurring 
)roduce  a  chemical 
Ives  concrete,  loos- 


ening the  contaminated  ma- 
terial on  the  surface  of  a 
structure.  Both  the  loosened 
contamination  and  the  mi- 
crobes can  then  be  vacuumed 
off,  making  cleanup  safer  and 
less  costly.  Lockheed  Martin 
Idaho  Technologies  Co.  in 
Idaho  Falls,  Idaho,  working 
in  partnership  with 
British  Nuclear 
Fuels  PLC,  has 
successfully 
completed  a 
preliminary 
test  and  says  a 
second,  large- 
scale  trial 
with  the  bac- 
teria is  under 
way  at  a 
contaminated 
wai'ehouse  in  Ida- 
ho. Results  are  ex- 
pected in  May.  A  Lock- 
heed spokesman  says  the  goal 
is  to  market  the  technology 
within  one  to  two  years.  □ 


ECRET  IN  TI'S  CHIPS:  BUBBLES 

VBBED  HEADLINES  IN  OCTOBER  BY  ANNOUNCING 

se  copper  instead  of  aluminum  for  circuit  lines  on 
5.  Many  analysts  figured  IBM  had  leapfrogged  its 
tion.  In  fact,  all  the  major  chipmakers  have  been 
ing  copper-circuit  technology  for  years,  and  sup- 
chipmaking  equipment  began  introducing  systems 
ting  copper  circuits  last  year.  Motorola  Inc.  actu- 
t  IBM  to  the  punch — reveahng  without  fanfare  in 
aer  that  its  own  laboratory  line  for  making  copper- 
itotypes  has  been  running  since  the  spring. 
Texas  Instruments  Inc.  has  jumped  on  the  cop- 
iwagon,  with  perhaps  the  most  innovative  tech- 
'^et.  Copper's  big  advantage  is  its  exceptional  con- 
which  means  copper  lines  can  shrink  to  ethereal 
;oo  thin  to  carry  a  signal  in  aluminum.  But  there's 
p:  Copper  readOy  "bleeds"  into  surrounding  sili- 
ch  could  short-circuit  two  closely  spaced  lines. 
<ers  have  spent  a  bimdle  hunting  for  better  insu- 
^le  IBM  and  Motorola  are  being  cagey  about 
oice  of  insulation,  Ti  is  trumpeting  its  answer: 
bbles. 

!  "xerogel"  bubbles,  made  from  silicon  dioxide, 
ly  tiny — a  mere  0.001  microns  across.  You  would 
},000  of  the  bubbles  to  span  the  stump  of  a  hu- 
r.  They  are  small  enough  to  coat  circuit  lines, 
re  expected  to  shrivel  to  0.1  microns  by  2010,  en- 
hips  to  be  crammed  with  500  million  transistors — 
[00  times  today's  mightiest  chips.  Otis  Port 


FIGHTING  MOSgUITOES  WITH  POND  SCUM 

MOSQUITOES  ARE  MORE    where  mosquitoes  breed. 


and  the  bugs  and  larvae 
feast  on  the  algae  and 
starve  to  death  within 
72  hours. 

Borovsky  says  the  star- 
vation approach,  unUke 
pesticides,  does  not  alter 
the  environment,  and  mos- 
quitoes don't  become  re- 
sistant to  the  hoiTTione  be- 
cause the  chlorella  stops 
producing  it  within  three 
weeks.  He  expects  to 
have  his  "diet  pill"  on  the 
market  within  a  year.  □ 


than  an  annoyance. 
Worldwide,  mosquito- 
borne  illnesses  infect 
about  700  million  people  a 
year  and  kill  3  million. 
But  a  Florida  researcher 
has  come  up  with  a  novel 
way  to  control  the  little 
buggers — put  them  on  a 
diet. 

Dov  Borovsky,  an  in- 
sect biologist  at  the  Uni- 
versity of  Florida  at  Vero 
Beach,  says  he  has  per- 
fected a  diet  pill  that  al- 
ters mosquito  diges- 
tion, making  it 
impossible  for  them 
to  feed  and  lay  eggs. 
He  synthesizes  the 
hormone  that  switch- 
es the  mosquito's  di- 
gestive system  on 
and  off.  In  the  lab, 
the  hormone  is  ab- 
sorbed by  chlorella 
algae,  a  gi'een  scum 
found  in  ponds  and 
swamps.  The  modified 
algae  is  reintroduced    GREEN  AND  MEAN:  Mosquito 


THIS  PEN 
CERTIFIES  YOUR 
JOHN  HANCOCK 

THE  BIGGEST  DRAG  ON  INTER- 

net  commerce  is  security — 
there's  no  easy  way,  for  ex- 
ample, to  protect  a  credit-cai'd 
number  once  it  is  punched  into 
the  Net.  To  help  solve  the  se- 
curity problem,  lci  Computer 
Group  in  the  Netherlands  and 
Inter-University  Micro  Elec- 
tronics Center  in  Belgium 
have  jointly  developed  the 
SMARTpen.  It  looks  like  an  or- 
dinary pen,  but  inside,  a  proc- 
essor, battery,  and  transmit- 
ter can  authenticate  signatui'es. 

The  SMARTjjen  measiu-es  an- 
gle and  acceleration  as  it  cross- 
es paper  and  then  transmits 
the  infoiTnation  in  code  by  ra- 


dio signal  to  a  host  computer 
When  the  user  signs  a  piece  of 
paper,  the  signatui-e  is  com- 
pared with  the  original.  Forg- 
eries are  almost  impossible. 
"Since  everybody  has  their 
own  unique  signature,  you 
don't  have  to  trust  a  credit 
card  anymore,"  says  Sam  As- 
seer,  LCi's  ceo.  "Even  if  some- 
one copies  anothei-'s  signature, 
he  would  be  wiiting  at  a  dif- 
ferent speed,  so  the  computer 
would  teU  the  difference." 

The  SMARTpen  now  costs 
around  $400,  but  Asseer  pre- 
dicts the  price  could  fall 
to  $40  once  it  goes  into  mass 
production.  LCI  is  negoti- 
ating for  the  pen  to  be  used 
for  identification  at  U.  S. 
government  installations  and 
with  a  consumer  electron- 
ics company  to  license  the 
product.    William  Echikson 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwdec@businessweek.com 
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RESEARCH 


MAD  COWS-AND  HUMANS 


A  Nobel  prize  hasn't 
quelled  the  controversy 
over  the  diseases'  cause 

Clare  Tomkins  has  been  engaged 
to  Andrew  Beale  for  three  years, 
but  it  is  unhkely  they  will  ever 
many.  Becbidden  and  fed  through 
a  tube  in  her  stomach,  the  24-year-old 
Englishwoman  rolls  her  eyes  from  side 
to  side  and  barely  recognizes  her  family. 
The  disease  that  is  killing  her  is  a  new, 
human  version  of  bovine  spongifoiTn  en- 
cephalopathy (BSE),  or  mad-cow  disease 
(below).  "We  are  pusliing  like  mad  for  a 
public  inquiry,"  says  an  angry  Roger 
Tomkins,  Clare's  father.  "At  24,  our 
daughter's  life  will  be  cut  short,  and  we 
want  answers." 

On  Dec.  10,  American  biochemist 
Stanley  B.  Prusiner  was  handed  a  No- 
bel prize  for  research  that  could  pro- 
vide those  answers.  The  Nobel  Assem- 
bly hailed  Prusiner,  a  professor  at  the 
University  of  California  at  San  Fran- 
cisco (LicsF),  for  his  research  on  "pri- 
ons"— proteins  found  in  brain  cells  that, 
under  rare  circumstances,  assume  an 
abnormal  shape.  These  malformed  pri- 
ons are  associated  with  brain-rotting 
illnesses  such  as  mad-cow  disease,  a 
cluster  of  rare  human  ailments,  and 


INTO  THE  FIRE:  Stm/r      DiillicDi  B)-itish  COWS  have  been  destroyed 


similar  scourges  in  sheep  and  deer. 

Some  scientists  say,  however,  that 
Pinsiner's  Nobel  prize  was  premature. 
Nobody  yet  loulei-stands  what  nonnal  pri- 
ons do  in  cells,  why  they  turn  deadly, 
how  they  jump  from  beast  to  human,  or 
why  some  incbviduals  ai-e  vulnerable.  How 
many  jjeople  ai-e  infected  is  also  unknown. 


There  are  no  fast  or  certain  diagn  sib 
tests  for  prion-linked  diseases,  shoi 
brain  biopsies  after  death,  and  no  cu  std  t 

Indeed,  some  scientists  even  q 
tion  the  core  discovery  attribute  leri 
Prusiner:  that  prions  cause  dise 
"This  whole  field  is  hugely  contro 
sial,"  says  Byi'on  Caughey,  a  bioche: 


BUT  CLARE  IS  A  VEGETARIAN... 


Roger  Tomkins  first  noticed  some- 
thing amiss  with  his  daughter  Clare 
just  over  a  year  ago.  The  pint-size 
bundle  of  energy  and  humoj-,  then  23  and 
working  in  an  East  Peckham,  England, 
plant  nursery,  became  depressed  and 
\vithd)'awn.  She  began  to  ci-y  inexplica- 
bly. Her  weight,  normally  about  100 
pounds,  began  to  fall  I'apidly.  No  one 
knew  it  then,  but  Clare — a  vegetarian 
foi-  10  years — was  about  to  become  the 
22nd  known  victim  of  a  new  form  of  hu- 
man brain  disease  linked  to  the  mad-cow 
epidemic  in  Britain. 

It  took  nine  tortui'ous  months  to  find 
that  out.  When  Clare's  problems  first  be- 


came evident  in  October,  1996,  her  doc- 
tor tried  various  antidepressants.  None 
made  a  difference.  In  Febniaiy,  she  was 
diagnosed  with  acute  anxiety  and  put  in 
a  psychiatric  clinic  for  a  month.  But 
when  Clare  came  home,  she  was  worse. 
She  howled  uncontrollably  at  night.  She 
spent  most  of  her  time  duiing  the  day 
with  her  eyes  closed  and  her  head 
swinging  from  side  to  side,  sitting 
slumped  in  a  chair.  "I  hate  to  say  this, 
but  it  was  like  the  pictures  you  see  of 
the  cows  with  bse  [mad-cow  disease]," 
recalls  Roger. 

In  May,  Clare  was  back  in  the  psy- 
chiatric hospital.  The  doctors  still  be- 


lieved she  was  suffering  from 
ioral  problem  and  put  her  into 
patient  program.  It  was  a  disa 
PAIN  AND  CONFUSION.  At  home 
Tomkins  had  been  at  her  side  2 
day.  But  the  hospital  didn't  give 
such  personal  attention.  By  the 
eight  days  in  the  hospital,  Clan 
tered  and  bruised  herself  so  mi 
she  became  unconscious  and  ha 
taken  to  the  emergency  unit  of 
ent,  larger  hospital. 

During  June,  Clare  remained 
new  hospital  as  a  psychiatric  pa] 
For  one  hopeful  week,  electrosh 
apy  seemed  to  break  through  tl 
But  the  gains  were  tragically  bi 

Because  Clare  was  then  in  a 
hospital,  she  was  examined  by 
gists  as  well  as  psychiatrists.  El 
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Mountain  Laboratories 
in,  Mont.  "Many  of  us  in 
don't  feel  that  the  na- 
;  disease-causing  agents 

,  TOO.  That  uncertainty 
led  fierce  battles  over 
the  U.  S.  and  Europe  to 
aple  and  livestock — such 
ions  on  cattle  feed  and 
elatin  made  from  cows. 
1  harbor  malformed  pii- 
is  used  in  everything 
erts  to  drug  and  vita- 
les.  Some  say  the  mea- 

too  weak.  Others  say 
•aconian.  Lacking  sure 
3,  scientists  have  no 
mediate  the  dispute, 
is  ground  zero  for  the 
-linked  diseases.  It  of- 
lling  preview  of  what 
confront  other  countiies. 
link  BSE  arose  there  in 
.,  when  meat  renderers 
fieir  processing  tech- 
vittingly  exposing  cattle 
1  brains  and  nerves  in 
in  supplements, 
has  halted  such  "cross- 
but  the  damage  is  done.  To 
million  cows  have  been  de- 
,nd  the  disease  has  cropped 
tzerland,  Belgium,  and  other 
-he  Continent.  Worse,  since 

1990s,  23  people  in  Britain 
in  France  have  taken  ill. 
uthorities  now  fret  that 
ilood  supply  may  be  contami- 
id  the  European  Union  has 
i  to  ban  sales  of  medicines 
'  suspect  gelatin, 
r  was  not  the  first  to  specu- 
rogue  proteins,  unaided  by 
r  other  famihar  infectious 


LAUREATE 


Critics  call  Prusiner's 
focus  too  narrow  and  his  view  of 
prions  as  disease  agents  unproven 

agents,  might  cause  sheep  scrapie  and 
several  rare  human  diseases.  But  in 
1982,  he  became  the  first  to  isolate  the 
suspected  agents,  christening  them  pri- 
ons— short  for  proteinaceous  infectious 
particles.  Since  then,  his  lab  has  demon- 
strated that  normal  prions  can  convert 
to  the  bad  variety,  which  the  body  can't 
break  down — and  which  don't  degener- 
ate even  when  exposed  to  organic  sol- 
vents, heat,  or  radiation. 

Prusiner  and  others  have  also  shown 
that  at  least  some  prion-linked  diseases 
can  be  inherited  because  of  mutations  of 
the  gene  that  makes  the  protein.  And  in 
1992,  vdth  biologist  Charles  Weissmann 


at  the  University  of  Zurich,  he 
showed  that  laboratory  rhice 
stripped  of  the  prion  gene  became 
immune  to  prion-linked  diseases. 

But  these  experiments  don't 
prove  that  prions  actually  cause 
disease.  Pnisiner  has  never  man- 
aged to  convert  a  pure  test-tube 
preparation  of  normal  prion  pro- 
teins into  abnoiTnal  ones  that  are 
capable  of  causing  infection  in  a 
lab  animal. 

As  a  result,  a  small  group  of 
respected  scientists  continues  to 
hunt  for  more  conventional  infec- 
tious agents,  such  as  viruses  or 
bits  of  viral  una  or  other  nucleic 
acids.  If  present,  these  might  ex- 
plain why  there  are  various 
strains  of  disease-causing  agents, 
as  there  are  in  hepatitis  or  flu. 
Prusiner  debunks  viral  theories; 
and  yet,  to  explain  why  prions 
suddenly  defoiTn  themselves,  even 
he  must  invoke  an  additional  non- 
prion  agent — as  yet  unidentified — 
which  he  calls  "protein  X." 

Critics  say  Pnisiner  is  uncoop- 
ei'ative.  His  lab  "is  not  checking 
properly  for  [viral]  nucleic  acid 
and  is  not  willing  to  exchange  material," 
complains  Heino  Diringer,  a  professor 
and  specialist  in  unconventional  vii'uses 
at  the  Robert  Koch  Institute  in  Berlin. 
LAB  STRAINS.  American  scientists,  in- 
cluding Laura  Manuehdis  at  Yale  Uni- 
versity, voice  similar  reservations.  "The 
naiTow  focus  on  piions  is  a  tenible  mis- 
take," she  says,  adding  that  she  also 
has  had  trouble  obtaining  Prusiner's 
preparations.  Colleagues  at  other  insti- 
tutions, however,  are  quick  to  defend 
the  scientist.  "Any  time  I've  requested 
materials  from  Dr  Pnisiner,  he  has  giv- 
en them  to  me,"  says  Clarence  J.  Gibbs, 
a  top  expert  in  prion-associated  disease 


Clare  and  Andrew  in  '96 


scans  showed  an  ominous  abnormaUty. 
Finally,  in  early  July,  doctors  made  the 
diagnostic  breakthrough.  Clare,  they 
decided,  was  suffering  from  a  new  form 
of  a  degenerative  brain  disease  called 
Creutzfeldt-Jakob  disease  (CJU),  thought 
to  be  caused  by  an  abnor-mal  form  of 
"prion"  proteins.  In  its  classic  form,  cjd 
afflicts  only  the  elderly.  The  new  vari- 
ant in  Britain,  however,  is  also  striking 
the  young. 

"That  was  devastating  news  for  the 
family,"  says  Roger.  Clare  has  been 
cared  for  at  home  ever  since.  "She  is  in 
no  pain  now,"  he  says.  "No  anguish — 
that's  all  gone." 

But  the  pain  hasn't  stopped  for  Roger, 
51,  a  telecom  executive  now  taking  a 
leave  from  his  job.  "The  big  question  is 
how  this  happened  to  her,"  he  says.  How 


could  a  long-term  vegetarian  come  down 
with  an  illness  linked  to  cows?  Because 
the  disease  may  have  a  long  mcubation 
period,  she  could  have  been  exposed  to 
infected  meat  in  childhood.  Rennet  in 
cheese  might  be  suspect,  says  Richard 
Knight,  consultant  neurologist  at  the  Na- 
tional CJD  Surveillance  Unit  in  Edin- 
burgh. So  might  gelatin,  or  other  cow 
products,  used  in  lipstick  and  pharma- 
ceuticals. "Our  big  concern  is  that  she 
was  treated  for  months  for  the  wrong 
thing,  and  it  was  all  for  nothing,"  Tom- 
kins  says.  He  decided  to  tell  Clare's  story 
to  i"aise  awareness  of  the  disease.  That 
way,  if  others  must  go  through  a  similar 
nightmare,  at  least  they  will  be  spared 
the  long  misery,  futile  therapies,  and 
false  hopes  that  come  with  misdiagnosis. 

By  Heidi  Dawley  in  London 
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at  the  National  Institutes  of  Health 
(nih)  in  Maryland. 

Prasiner  rai'ely  talks  to  reporters  and 
declined  to  speak  with  business  week. 
But  his  colleague  and  co-author  at  ucsF, 
Fred  Cohen,  dismisses  Piiisinei-'s  cntics. 
"There  is  a  gimip  that  no  amount  of  data 
could  ever  persuade,"  he  says.  Despite 
lingeiing  questions,  Cohen  argues,  sci- 
entists are  pui'suing  more  sensitive  tests 
and  even  potential  treatments.  He  notes, 
for  example,  that  vanations  in  the  genes 
that  make  the  prion  pi-otein  give  some  in- 
dividuals relative  immunity  to  prion- 
Unked  diseases.  Thei'e's  a  chance,  he  says, 
"of  breeding  a  strain  of  animal  that's  rel- 
atively resistant"  and  of  developing  chugs 
and  gene  thei-apies  for  people. 
PROGRESS.  At  the  NIH  and  the  Califor- 
nia Institute  of  Technology,  scientists 
have  ab-eady  developed  a  test  around  a 
family  of  proteins  that  appears  in  the 
spinal  fluid  of  patients  with  prion-linked 
diseases.  And  in  Switzerland,  a  team  of 
scientists  has  announced  a  monoclonal 
antibody  that  homes  in  on  only  mal- 
formed prion  proteins. 

No  test  or  treatment,  however,  can 
compensate  for  weak  sui^veillance  and 
reg^ilation.  On  this  score,  the  U.  S.  may 
come  up  short.  Most  European  Union 
countries  have  banned  the  use  of  mam- 
malian protein  in  ruminant  feed.  But 
U.  S.  measures  are  weaker.  They  allow 
cow-derived  protein  to  be  fed  to  pigs, 
whose  remains  can  then  be  fed  back  to 
cows.  That  could  lead  to  animal-feed- 
back loops,  with  potential  risks. 
Nonetheless,  the  congressional  commit- 
tee that  pushed  the  Food  &  Dnig  Ad- 
ministration to  take  action  earlier  this 
year  says  the  agency's  safeguards  are 
more  than  adequate. 

Critics  are  not  convinced.  According 
to  Michael  Hansen  of  Consumers  Union 
in  Yonkers,  N.  Y.,  fanners  ai-e  pennitted 
to  feed  "spray-dried"  slaughterhouse 
blood  to  weaning  calves — despite  proof 
that  it  can  contain  infectious  agents.  So 
far,  no  cases  of  bse  have  been  reported 
in  U.  S.  herds.  But  similai'  diseases  have 
tiUTied  up  in  mink,  deer,  and  elk,  whose 
carcasses  are  sometimes  delivered  to 
rendering  plants.  Sporadic  cases  can 
also  crop  up  spontaneously  in  cattle  po{> 
ulations.  Animal-feedback  loops  can  am- 
plify even  a  single,  freak  occurrence 
into  an  epidemic. 

Despite  Pinsiner's  Nobel  piize.  people 
are  getting  sick  and  farmers  are  suf- 
fering devastating  losses.  Resolving  the 
scientific  conLi'oversy  over  prions  is  es- 
sential. The  Nobel,  which  so  often  mai'ks 
a  triumphant  conclusion,  should  in  this 
case  signal  a  new  beginning. 

r>i)  Neil  Gross  in  New  York,  with 
Heidi  Dawley  in  Londoyi,  John  Carey 
ill  Washington,  Mia  Triyiephi  in  Paris, 
ami  Karen  Lov/ry  Miller  in  Frankfmi 
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ECHOSTAR:  JILTED. 
BUT  HARDLY  WILTED 

Who  needs  Murdoch  anyway?  The  DBS  service  is  thriving 


As  corporate  soap  operas  go,  this 
one  has  been  a  beaut.  Last  Feb- 
ruary, the  powei'ful  Rupert  Mui'- 
doch  announced  that  he  was  mar- 
rying his  satellite-TV  assets  to  those  of 
obscure    EchoStar  Communications 
Corp.,  which  is  controlled  by  upstart 
entrepreneui"  Chai-les 
W.     Ergen.  With 
Murdoch  by  his  side, 
Ergen  was  supposed 
to  build  EchoStar 
into  a  "cosmic  Ajma- 
da"  that  would  offer 
consumers  hundreds 
of  channels  at  a  rea- 
sonable price. 

But  the  match 
stiiTed  up  fierce  ca- 
ble-industry opposi- 
tion, and  Murdoch 
faced  a  tough  ap- 
proval fight  in  Wash- 
ington. In  May,  Mur- 
doch killed  the  deal. 
Jilted  and  outraged, 
Ergen  filed  a  $5  l>il 
lion  breach-of-con- 
tract  suit.  Running 
short  on  cash,  Echo- 
Star's viabihty  as  a 
stand-alone  concern 
looked  bleak. 
RED  INK.  Suipinsing- 
ly,  Ergen  has  man- 
aged not  only  to 
keep  EchoStar  aloft 

but  to  make  it  the  SUBSCRIBER  POWER 

lastest-gi-owmg  satel-  _  .  .  .  ,  _ 
lite-TV  company  in  El'gen  IS  Semcillg  $2.  / 

the  country.  Along  billioii  in  debt.  Luckily, 
the  way,  slashing  EchoStar  is  growing 

prices  and  bleedmg  n    ,     ,i  •  , 

red  ink,  he  has  per  faster  than  any  rivals 

haps  ruined  the  eco- 
nomics of  the  satellite  business.  But  as 
EchoStar  survives  each  passing  quar- 
ter, Ergen  is  proving  that  he  wasn't  an 
inconsequential  figure  to  be  discovered 
and  then  discarded  by  News  Corp.  In 
fact,  the  ordeal  has  made  him  push 
harder  That  deal  "was  a  false  summit," 


says  Ergen,  an  avid  hiker  who  'tsi' 
scales  Colorado's  14.000-foot  peak;  ": 
you  catch  your  breath,  trudge  onan 
say:  'I  can  still  get  there.' " 

"There,"  for  EchoStar,  is  sui'vivir  w 
til  it  has  enough  paying  subscribes 
become  a  profitable  business  anmii 


day  pay  down  some  oiit 
gi'oaning  debt  load.  So  EjB 
has  slashed  equipment  p;* 
(now  just  $199)  to  add  H 
dreds  of  thousands  of  >J 
scribei-s — even  though  Echc'i 
loses  money  with  each  ? 
heavily  subsidized  subscrs 
In  fact,  it  is  losing  nearly  as  muca 
it's  bringing  in.  Net  losses  for  the  qu;^ 
ended  Sept.  30  totaled  $115.2  millioo 
revenues  of  $124.8  million.  Its  stock,  - 
recent  19,  is  down  30%  from  its  lu 
doch-fueled  peak  (charts,  page  84). 
Even  so,  Ergen  managed  to  borr( 
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Smalt  Fmamiiih  Fiiilnig  Biisitms  AJvcnitcige 

imple  enough. 


you're  a  big,  powerful  computer. 


It  there's  one  thing  that's  easy  to  understand  about  Year  2{)(){)  problems,  it's  this:  everything  is 
compHcated.  And  with  the  myriad  mission-critical  issues  involved,  it  just  seems  to  get  more  overwhelming 
by  the  day.  Plus,  time  is  quickly  running  out. 

All  the  more  reason  to  choose  a  taily  seasoned  partner.  Someone  with  the  proven  ability  to  not  only 
diagnose,  but  correct,  implement  and  verify  Year  2000  solutions.  Like  Walker. 

For  over  25  years,  we've  been  designing  and  installing  large-scale  busipess  software  for  a  wide  range 
of  worldwide  organizations.  In  the  process,  we've  acquired  extensive  experience  in  virtually  every  tispect  of 
Year  2000  compliance.  Experience  we  can  put  to  work  for  you.  Quickly.  Efficiently.  With  minimal  disruption 
to  your  existing  infrastmcture.  And  for  significantly  less  than  the  big  consulting  firms. 

All  of  which  makes  it  abundantly  clear  that  when  it  comes  to  the  Year  2000,  using  anyone  else  just 
doesn't  add  up. 

For  more  information,  please  call  1-800-PICK-WALKER  in  the  U.S.,  1-415-495-8811  outside  the 
U.S.,  or  visit  www.walker.com. 


Ol  W  WalkiT  Inrtnulive  bysicms.  Ini  All  r.^hts.  rc-iTOil 
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Ergen  is  pinning  his  hopes  on  offering  local  broadcasts  it 
-something  his  rivals  can't  deliver  . 


much  needed  $690  million  in  public  debt 
ol'fenngs  in  the  summei'  and  fall,  at  in- 
terest rates  topping  12%.  The  betting  is 
that  EchoStar's  foi-mula — making  up  for 
the  cheap  price  with  volume — will  gen- 
erate sufficient  cash  to  cover  (or  re- 
finance) some  $2.7  billion  in  debt  that 
comes  due  by  2004. 

It  seems  to  be  working:  New  sub- 
scribers are  signing  up  so  i-apidly  that 
Ergen  seems  likely  to  svdng  those  pay- 
ments. The  Englewood  (Colo.)  company 
says  it  drew  more  than  105,000  new 
signers  in  September  alone,  and  ana- 
lysts say  it  will  have  2  million  sub- 
scribers by  next  year.  With  the  low- 
est costs  in  the  industry  (all  executives, 
Ei'gen  included,  share  hotel  rooms  on 
the  road),  EchoStar  will  turn  a  profit 
once  it  has  2.5  million  subscribers, 
which  is  expected  in  the  second  half 
of  1999,  according  to  its  bankers  at 
Donaldson,  Lufkin  &  Jenrette  Inc. 
Since  most  of  EchoStai''s  costs  are  fLxed 
and  have  ah'eady  been  incuri'ed,  neai'ly 
all  the  revenue  for  additional  sub- 
scribers falls  straight  to  the  bottom 
line.  Even  rivals  are  impressed: 
"EchoStar  is  taking  a  larger  and  larger 
piece  of  the  business,"  says  Stanley  E. 
Hubbard,  president  and  ceo  of  U.  S. 
Satellite  Broadcasting  Co.  "They're  go- 
ing to  be  profitable." 
CRUCIAL  BATTLE.  One  card  that  Ergen 
hopes  to  play  to  set  EchoStar  apart 
from  the  competition  is  an  ability  to 
cany  local  broadcast  signals.  TViJically, 
satellite  customers  can't  get  their  local 
stations,  and  that  has  been  a  huge  hiu-- 
dle  to  the  industry's  growth.  Er'gen  ex- 
pects to  get  Washington's  appr-oval  next 
year  to  deliver-  local  channels  to  local 
viewers.  But  congi'essional  legislation 
giving  him  rights  to  deliver  local  sta- 
tions elsewhere  will  face  tough  opposi- 
tion fi'om  the  cable  guys. 

Ergen  is  so  confident  that  his  local- 
signal  capabihty  will  eventually  prevail 
that  he's  spending  more  than  $400  mil- 
lion to  launch  two  new  satellites.  Once 
he  can  retr-ansmit  local  channels,  view- 
ers in  20  of  the  lar-gest  markets  will  be 
able  to  watch  local  stations  as  well  as 
niche  services,  perhaps  including  adult 
programming.  That  will  cost  them  $4.95 
a  month  over  the  average  $40  monthly 
hi!!,  plus  installation  of  an  additional  18- 
inch  dish  for  a  minimal  amount.  Al- 
I  liough  subscription  fees  will  just  cover 
t  he  cost  of  the  new  satellites,  local  chan- 
nels vAW  give  EchoStar  a  big  marketing 
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edge.  "It's  the  differ-ence  between  being 
able  to  compete  with  cable  and  being  a 
niche  player-,"  says  Er-gen. 

EchoStar  needs  to  be  able  to  offer 
those  local  signals  soon  because  sateUite- 
Tv's  advantage  over-  cable — sharper  pic- 
tiu-es  and  many  mor-e  channels — is  gr-ad- 
ually  evapor-ating.  Helped  by  a  surge 
in  cable  stocks  after  Mi- 
cr-osoft  Cor-p.  invested 
$1  billion  in  Comcast 
Corp.  in  May,  cable 
companies  are  upgr-ad- 
ing  their  networks  to 
pr'ovide  digital  signals 
and  more  channels. 
Also,  old-line  broad- 
casters vdll  start  going 
digital  next  year,  multi- 
plying capacity  and  im- 
proving picture  quality. 

What's  more,  TV  r-i- 
vals  are  in  far  better 
shape  than  EchoStar  to 
face  tough  times.  The 
coffer's  of  Du-ecTV  Inc., 
the  3.1  million-sub- 
scriber industry  leader 
owned  by  Gener-al  Mo- 
tors Corp.,  will  hold 
nearly  $4  billion  in  cash 
after  its  defense-  and 
car-electronics  divisions 
ar*e  spun  off.  ussB, 
which  shar-es  a  satelhte 
with  DirecTV,  has  no 
debt  on  its  books. 
Primestar-  Partners, 
with  1.9  million  sub- 
sci'ibers,  is  backed  by 
heavyweights  such  as 
Tele-Communications 
Inc.  and  Time  War-ner 
Inc.  (and  Murdoch,  who 
now  wants  to  exchange 
his  satellite  assets  for 
a  big  nonvoting  stake 
in  Pr-imestar).  "The  goal 
is  to  get  [new  sub- 
scribers] sooner,"  says 
Eddy  W.  Har-tenstein, 
president  of  DirecTV, 
which  will  boost  its  mar-keting — and  lose 
$400  for  each  new  subscr-iption  in  1998. 

As  if  competition  from  r-ival  satellite 
and  cable  companies  weren't  enough, 
Er-gen  also  faces  Murdoch's  wr-ath.  Er- 
gen's  $5  billion  suit  is  scheduled  to  go  to 
tr-ial  in  Denver  in  June.  Both  sides  are 
claiming  the  merger-  failed  because  the 
other  negotiated  in  bad  faith.  Ergen's 
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Six  months  after  being  jilted  by 
Rupert  IVIurdoch,  EchoStar  has 
managed  to  keep  growing,  though 
its  financial  position  is  shaky 

2.0  


lawyers  are  mounting  an  exhaltii 
search  for  evidence  that  Mij|ot 
backed  off  because  of  pr-essure  frc( 
cable  industry.  Ergen  warns  darkMh 
Murdoch  and  unnamed  others  nuij 
like  to  see  EchoStar  fail:  "Thej  ai 
formidable  forces  out  there."  I 
News  Corp.'s  laviyers  say  Er-gejj 
ply  couldn't  stap 
lose  so  much  ccltw 
"If  anything  impjriij 
this  combination,  [tw 
Ergen's  confrontgten 
style.  He  woulflfiii 
stop  negotiating,'!! 
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James  E.  Nesla: 
attorney  with 
Godward  Castro  ta 
dleson  &  Tatimi  iifja 
ver,  which  is  repr 
ing  News  Corp, 
heat  of  lovem; 
they  both  talkei 
each  other,"  says 
nior  executive  at 
company.  "The  mi 
after,  they  realizei 
wanted  to  run  it.'' 
ENDGAME.  Like 
of  the  jilted,  Erge: 
bor-s  hopes  for  a 
pr-ochement.  He 
like  Congr-ess  to 
the  transfer  of 
doch's  satellite  ass 
Primestar  becau 
what  he  feels 
overconcentratic 
major  program 
and  distribution  p 
Then,  he  figure; 
would  get  the  assc 
ter  all.  "Is  ar 
going  to  beheve 
putting  Rupert 
doch,  John  Malon€ 
Bill  Gates  togi 
is  . . .  good  for 
American  public?' E 
gen  asks. 

The  extra  If< 
Cor-p.  satellite 
would  r-evive  Er-gen's  dream  of  asj 
bling  a  power-house  to  tr-ansfor-rr*j} 
telecommunications  industry.  Th;  i 
n't  likely  to  happen.  Even  so,,tli 
against  consider-able  odds,  Erg<t 
pushing  ahead — very  much  alonfBt 
still  very  much  in  the  game. 

By  Steven  V.  iH 
in  Englewood,  }l 
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It  would  be  a  "match  made  in  heav- 
en," declared  Travelers  Group  Chief 
Executive  Sanford  I.  Weill.  The  ge- 
nial king  of  Wall  Street  takeovers 
was  not  talking  about  Salomon  Inc.,  the 
firm  Ti'avelers  agreed  to  buy  in  mid- 
September,  but  Goldman,  Sachs  &  Co. 
Several  months  before  the  Salomon  deal, 
Weill  had  met  with  Jon  S.  Corzine, 
(ioldman's  low-key  chief  executive,  about 
a  possible  buyout  of  Goldman.  To  Weill, 
Goklman  was  the  best  investment  bank 
on  Wall  Street,  so  why  not  start  at  the 
top?  For  half  an  hour  at  Weill's  lower 
Manhattan  office,  Corzine  heard  Weill 
out  over  coffee.  Then,  Corzine  politely 
told  Weill  that  Goldman  was  doing  just 
■hie  an  its  own,  thank  you. 

Spectacular  is  more  like  it.  During 
the  week  of  Dec.  15,  Goldman  is  ex- 
;.)ecL(.^(l  to  report  more  than  $8  billion  in 
"pvetisx  profits  for  the  12  months  ending 


Nov.  30.  an  all-time  record.  In  mergers 
and  acquisitions,  the  Street's  most  pres- 
tigious business,  Goldman  is  No.  1  in 
the  world  by  a  significant  margin,  ac- 
cording to  Securities  Data  Co.  As  an 
investor,  Goldman  has  scored  four  home 
runs.  It  took  public  or  sold  for  hand- 
some profits  pieces  of  its  stakes  in  amf 
Bowling,  the  lai'gest  bowling-alley  own- 
er; Cadillac  Fairview,  a  Canadian  real 
estate  giant;  Westin  Hotels  &  Resorts; 
and  Polo/Ralph  Lauren.  In  an  inter- 
view in  his  office  at  the  firm's  unpre- 
tentious lower  Manhattan  headquar- 
ters, Corzine  says:  "I  couldn't  be 
happier."  Not  surprisingly,  Goldman 
partners  will  see  their  capital  accounts 
increase  this  year  by  an  estimated  $3 
million  to  $25  million. 

Much  of  the  credit  for  Goldman's  stel- 
lar results  goes  to  this  year's  bull  mar- 
ket. But  Cor"zine  deserves  kudos  as  well 


1'% 

for  getting  the  Wall  Street  instit  >si^f.^\^ 
founded  by  Marcus  Goldman  in  ' 
back  on  track.  Corzine,  50,  took 
helm  in  September,  1994,  when  ( 
man  had  been  derailed  by  huge  tn 
losses  and  bad  management  decis 
Corzine  and  Goldman  President  H 
M.  Paulson  Jr.  quickly  refocused 
fimi  on  client  relationships,  installedlB 
controls,  and  tightened  the  manageisr 
structure. 

But  beneath  Goldman's  successil 
a  festering  issue  that  could  jeopaiiz 
both  its  independence  and  its  fuir' 
the  firm's  vaunted  but  anaclii-onistiox 
vate  partnership  structure,  whic  i 
both  a  blessing  and  a  curse.  It'sh 
source  of  Goldman's  phenomenal  « 
cess.  Yet  it  also  puts  the  iiiTn  at  a  Ji 
petitive  disadvantage  because  of  its  >c 
of  access  to  pubUc  financing.  That  pi 
lem  is  being  highUghted  by  the  swff 


say  older  I 
t«s 
i] 
(.iii 

If"  'lie  isi 
>■  k 
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trywide  consolidation  in  finan- 
ces— most  recently,  the  Dec.  8 
f  Union  Bank  of  Switzerland 
s  Bank  Corp.  The  combined 
1  have  $26  billion  in  equity 
ge  90). 

m,  by  contrast,  has  only  $6 
equity  at  yearend.  Archrival 
Itanley,  Dean  Witter,  Discover 
I  $12  billion  in  permanent  cap- 
;an  use  its  stock  to  make  ac- 
!.  "Goldman's  unique  capital 

means  it  is  better  equipped 
leers  to  benefit  from  business 
ities,"  says  Les  Muranyi  at 
nvestors  Services.  "However, 
)e  a  hindrance  in  buying  or 
vith  a  larger  entity." 
:r  concern  is  whether  Gold- 
ital  structure  is  strong  enough 
sr  a  prolonged  market  dovm- 
ing  losses  or  legal  settlements 
ctly  out  of  the  partners'  pock- 
trill  Lynch  &  Co.,  for  example, 
g  hit^  its  stock  price  would 
but  its  capital  woiid  not  be  af- 
^oldman's  capital  structure  is 
iate.  You  have  to  have  per- 
quity,"  says  one  competitor, 
would  never  allow  a  client  to 
capital  structure." 
tn  got  a  frightening  taste  of 
landiwork  in  1994.  Some  36 
led,  including  the  firm's  leader, 
Friedman,  taking  a  sizable 
Goldman's  capital  with  them. 
;  animals  are  well-fed,  the  jun- 
!t,"  says  one  leading  m&a  ad- 

"there  vdll  be  a  time  when 
s  have  a  bad  quarter  Then, 
say:  'Why  should  we  bear  all 
i^'Tly  not  let  the  public?' " 
ITIMENT?  The  public  owner- 
,  which  has  been  considered 
since  1969,  has  caused  a  seri- 
Aithin  the  partnership.  Com- 
ly  older  partners  favor  going 
gely  because  they  could  cash 
indfall.  Younger  partners  op- 
move,  since  they  own  fewer 
;he  firm  and  thus  have  less  to 
n  the  issue  was  last  on  the 
anuary,  1996,  competitors  say 
id  most  of  the  six-man  execu- 
littee  favored  public  owner- 
were  held  hostage  by  the 
artners. 

er  his  private  view,  Corzine 
isue  was  never  put  to  a  vote, 
he  overwhelming  sentiment 
m  is  to  remain  private  and 
sue  won't  be  on  the  agenda  in 
man  is  far  better  off  private, 
lys.  It  has  the  management 
hat  comes  with  not  answering 
[lareholders  or  worrying  about 


THE  GOLDMAN  SACHS  EMPIRE 


INVESTMENT  BANKING 

Ranks  No.  1  in  global  M&A  through 
Dec.  9.  Firm's  single  most  profitable 
business.  Advised  British  chemical 
company  ICI  on  restructuring — largest 
private  market  deal  ever  in  Britain. 


FIXED  INCOME 

A  top  bond  house.  Includes  the  former 
J.  Aron,  which  trades  foreign  exchange 
and  commodities.  Handled  $2  billion 
bond  deal  for  Hong  Kong-based 
Hutchison  Whampoa. 


RESEARCH 

Has  215  analysts  world- 
wide. After  October's 
stock  dive,  market  guru 
Abbey  Joseph  Cohen 
presciently  urged  inves- 
tors to  buy  more  stock. 


EQUITIES 

Has  16%  share  in  IPOs. 
In  one  of  1997's  biggest 
equity  trades,  bought, 
then  sold  a  $2  billion 
block  of  British  Petrole- 
um within  24  hours. 


ASSET  MANAGEMENT 

A  small  player,  with 
$130  billion  under 
management.  But  it  is 
aggressively  expanding, 
especially  in  Japan, 
where  it's  ninth-largest. 


REAL  ESTATE 

Major  buyer  of  distressed  commercial 
real  estate  through  its  Whitehall  funds, 
which  own  $20  billion  in  properties. 
Bested  Sam  Zell  to  acquire  50%  stake 
in  Rockefeller  Center. 


PRINCIPAL  INVESTING 

Active  buyer  through  Goldman  Sachs 
Capital  Partners,  with  $4  billion  in 
capital  and  minority  stakes  in  92 
companies  in  18  countries,  including 
Ralph  Lauren  and  Executive  Jet. 
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quarterly  earnings  reports.  It  also  al- 
lows Goldman  to  attract  and  retain  the 
best  people,  he  says.  This  gives  the  finn 
a  lower  turnover  rate,  institutional  sta- 
bility, and  an  aggi'essive,  "we're  going  to 
win,"  team-oriented  culture.  "We  have 
something  unique,  and  it's  a  competi- 
tive weapon,"  says  Paulson. 

Corzine  and  Paulson  insist  Goldman 
doesn't  have  to  get  bigger  simply  be- 
cause everyone  else  is.  The  firm  doesn't 
need  a  retail  broker  or  a  credit-card 
company,  they  say.  It  wants  to  grow  in 
asset  management  but  believes  it  can 
build  a  stronger  presence  thi'ough  in- 
ternal growth,  not  large  acquisitions. 
Further,  Corzine  believes  Goldman  can 
come  up  with  creative  financial  solu- 
tions to  do  whatever  it  wants.  "I  find  it 
a  bunch  of  malarkey  that  we  couldn't 
make  an  acquisition,"  he  says.  "We  can 
figure  out  a  lot  of  ways  to  do  a  lot  of 
different  things  if  we  so  choose."  Adds 
executive  committee  member  John  A. 
Thain:  "Size  alone  is  not  a  competitive 
advantage."  Tliain  and  John  L.  Thornton 
are  expected  to  be  Goldman's  next  co- 
chief  executives. 

Goldman  has  already  strengthened 
its  capital  structure.  In  1995,  new  re- 
strictions were  adopted  that  require  re- 
tiring managing  directors,  as  they're 
now  called,  to  leave  their  capital  with 
the  firm  longer.  "If  we  thought  we 
couldn't  withstand  a  cyclic  downtiu'n  at 
least  as  well  as  our  public  competitors, 
we'd  be  public,"  says  Paulson.  "This  isn't 
the  11th  Commandment  around  here: 
'Thou  shalt  be  private.' " 
STAND  AND  DELIVER.  One  reason  the 
partnership  issue  looms  so  prominently 
is  that  it  is  integi-ally  connected  to  how 
Goldman  makes  so  much  money.  Simply 
put,  the  fii'm's  190  partners,  as  owners, 
have  their  own  money  on  the  line.  Un- 
like virtually  all  top  execs  of  public  com- 
panies, Goldman  partners  have  80%  or 
more  of  their  assets  tied  up  in  the  firm. 
This  makes  for  a  disciplined,  intense, 
pi'ofit-oriented  organization.  "Everything 
all  of  us  have  worked  for  all  of  our  lives 
is  in  this  place,"  says  Robert  J.  Katz, 
Goldman's  general  counsel. 

Michael  P.  Mortara,  co-head  of  fixed 
income,  has  a  vivid  recollection  of  his 
first  monthly  partnership  meeting  after 
he  joined  in  1987  from  Salomon  Broth- 
ers. John  Weinberg,  then  Goldman's  co- 
chief,  called  on  the  partner  with  the 
best  results  and  the  one  with  the  worst. 
Moi'tara  recalls  the  partner  in  risk  ar- 
bitrage getting  up  in  front  of  the  group 
to  1  xplain  why  he  had  lost  $20  million 
that  month.  "Weinberg  felt  that  the  peo- 
ple who  owned  the  fii-m  deserved  an 
explanation   of  how   the   firm  was 


doing,"  says  Mortai'a. 

This  owner  men- 
tality goes  beyond 
the  partners.  It  in- 
fuses the  entire  firm 
because  the  thou- 
sands of  nonpartners 
ai'e  motivated  by  the 
hope  of  becoming 
partners.  That,  in 
turn,  binds  the  fii"m 
together;  everyone 
knows  they  can  each 
make  the  most  mon- 
ey if  they  work  as  a 
team.  "They  are 
clearly  the  most 
closely  knit  tribe  on 
Wall  Street,"  says 
one  consultant. 

Right  now,  Gold- 
man is  expanding 
rapidly,  especially 
overseas.  "Every 
market  they  enter, 
they  dominate,  if 
they  decide  to  domi- 
nate," says  one  m&a 
adviser.  Becoming  a 
regional  powerhouse 
in  Asia  is  another 
goal.  "We  did  not 
come  here  to  finish 
second,"  says  Philip 
D.  Murphy,  presi- 
dent, Goldman  Sachs 
Asia. 

Goldman's  single  most  profitable  busi- 
ness in  1997  is  the  mergers-and-acqui- 
sitions  division.  Its  success  is  a  testa- 
ment to  the  firm's  internal  cohesiveness. 
Instead  of  fighting  about  who  should 
carve  up  a  particular  client  fee,  bankers 
and  traders  and  analysts  share  infor- 
mation and  mobilize  the  global  re- 
sources of  the  organization.  "We  work 
with  each  other  better  around  the 
world,  across  borders,  with  research, 
with  different  divisions,"  says  Goldman 
Managing  Director  Peter  Weinberg, 
John  Weinberg's  nephew.  "One  of  the 
reasons  we  do  it  is  that  this  is  an  eco- 
nomic partnership." 

Take  Imperial  Chemical  Industries 
PLC,  the  big  British  chemical  company. 
When  Chai'les  Miller  Smith  took  over  as 
chief  executive  in  1995,  he  wanted  to 
redirect  the  company  from  its  basic 
chemicals  operations  into  higher-margin 
businesses  that  would  still  make  use  of 
ici's  existing  sales  force.  Goldman  and 
McKinsey  &  Co.  identified  Unilever 
PLC's  specialty-chemical  business  as  a 
target.  In  May,  1997,  when  Unilever  de- 
cided to  sell  the  business,  k:i  had  only 
seven  days  to  come  up  with  the  $8  bil- 
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So,  together  with  SBC  Warburg 
HSBC  Holdings,  Goldman  put  its 
balance  sheet  on  the  line  with  ai 
billion  bridge  loan.  Goldman  later  1 
$1.25  billion  bond  and  $8.5  billion  1  ftint-,- jj^ 
refinancing  for  ici.  two  of  Brit^ 
largest  transactions  ever.  Then, 
man  shored  up  ici's  finances  by  se. 
off  two  basic  chemical  businesses 
more  than  $5  billion. 

To  do  this  complex  deal.  Gold) 
fielded    three   partners — investn 
banker  Thornton,  chemical  indu; 
banker  Howai'd  Schiller,  and,  on  the 
uity  trading  side,  Michael  Evans — 
many  teams  to  handle  various  aspeclja 
the  transactions.  "Goldman  was  at  it 
heart  of  our-  whole  tliinkdng  and  deli^rj 
process,"  says  Miller-.  "We  could  o; 
have  made  the  changes  we  did  witltt 
an  enormous  amoimt  of  assistance. 
provided  it." 

Collaboration  is  also  key  to 
man's  equity  and  fixed-income  divisii 
the  firm's  next-most-profitable  h'i 
nesses.  Last  spring,  in  a  deal  that  « 
if  any  other  firms  could  have  manajd 
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HORNTON,  43,  Chairman, 
i) 

ompleted  a  $2  billion  block  of 
etroleum  Co.  stock  in  12 

of  the  largest  block  trades 
!r  the  close  of  business  in 

May  14,  Goldman  got  a  call 
sers  to  the  Kuwait  Invest- 
lority  asking  for  a  bid.  Gold- 
mrsued  the  deal  for  several 
only  had  an  hour  to  decide  if 
to  risk  $2  billion  to  bid  for 

An  hour  and  a  half  later, 
)ought  the  shares.  Then,  the 
zed  hunch-eds  of  professionals 
m.  Before  the  London  mar- 
ed  the  next  morning,  the 
sold  to  500  institutional  and 
investors — and  Goldman 
515  million. 

'  very  profitable  business  for 
3  principal  investing,  which  it 
far  bigger  scale,  especially 
-han  most  competitors.  It  has 
i  bilhon  for  chents  in  compa- 
ling  $1  bilhon  of  its  own  mon- 
m  has  investments  in  92  com- 
out  half  in  the  U.  S.  and  a 
eh  in  Eiu'ope  and  Asia.  It  has 
Executive  Jet,  Rollerblade, 
's.  Goldman  eanis  about  30% 


annual  returns  on  its  own  money,  with 
an  overhead  of  just  50  employees 
worldwide.  Besides  management  fees 
on  $3  bilhon,  the  92  companies  collec- 
tively are  Goldman's  single  biggest 
client,  since  their  transactions  generate 
banking  and  undei'wi'iting  fees. 

One  home  run  was  Polo.  Ralph  Lau- 
ren had  been  a  client  since  the  late 
1980s,  when  he  was  introduced  to 
Robert  E.  Rubin,  then  co-head  of  Gold- 
man and  now  Treasury  Secretary.  Rubin 
became  Lauren's  investment  banker.  In 
1994,  when  Polo's  business  was  soft, 
Goldman  invested  $135  milhon  for  28% 
of  the  company.  This  year,  Goldman  un- 
derwrote Polo's  pubhc  offering.  All  told, 
Goldman  stands  to  clear  $600  million. 
LANDED  GENTRY.  Goldman  has  also 
made  a  lot  of  money  by  getting  into 
the  booming  real  estate  markets  early. 
Since  the  early  1990s,  it  has  become 
one  of  the  largest  and  most  aggi-essive 
investors  in  real  estate  in  the  world. 
Of  the  $5.5  billion  it  has  invested  for 
chents  in  its  Whitehall  and  other  real 
estate  funds,  it  has  about  $1  billion  of 
its  own  money  at  stake.  After  a  nasty 
but  successful  fight  with  ex-client 
Samuel  Zell,  Whitehall 
gained  a  50%  stake  in 
Rockefeller  Center.  In 
France,  Whitehall  has 
bought  more  than  $1  bil- 
hon in  property  assets  fi'om 
French  banks,  making  it  by 
far  the  biggest  buyer  of 
French  bank  properties. 

But  becoming  such  a  big 
piincipal  investor  is  a  risky 
business.  First,  there  is  a 
greater  risk  of  losing  mon- 
ey. But  the  bigger  risk  is 
hurting  its  reputation  as  a 
firm  whose  first  business 
piinciple  is:  "Om-  chent's  in- 
terests always  come  first." 
In  several  cases  in  the  ear- 
ly 1990s,  Goldman  got 
burned  when  it  made  in- 
vestments at  odds  with  the 
interests  of  its  clients.  To- 
day, the  firm  says  it  has  a 
very  active  "conflict  man- 
agement system"  and  that 
it  regularly  walks  away 
fi-om  deals  that  will  harm  a 
chent.  But  some  chents  dis- 
cern a  shift  away  from 
serving  customers  toward 
serving  Goldman.  "They 
are  still  the  preeminent 
firm.  But  Goldman  has 
changed  from  long-term 
greedy  to  short-term 
greedy,"  says  the  chief  fi- 


nancial officer  of  a  major  U.  S.  company. 

Being  "long-term  greedy"  is  Gold- 
man's motto.  It  means  the  firm  is  willing 
to  be  a  long-term  investor.  For  example, 
in  Europe,  it  lost  money  for  years  be- 
fore it  turned  a  profit.  It  started  spend- 
ing to  build  up  in  London  in  the  mid- 
1980s  when  it  saw  a  vacuum  there  for 
aggi'essive,  U.  S.-style  coi-porate  finance. 
Goldman  and  Morgan  Stanley  have  cre- 
ated a  new  European  financial  order, 
much  to  the  chagi'in  of  local  fii-ms.  In 
Germany,  Goldman  is  the  biggest  and 
most  aggi'essive  m&a  house,  leading  the 
rankings  year  after  year  Goldman  made 
its  name  there  in  1996  by  winning  the 
$11  billion  mandate  to  take  Deutsche 
Telekom  public.  Getting  the  nod  took 
years  of  cultivation.  "Our  people  made 
minimum  wage,"  says  limited  partner 
David  M.  Silfen.  "But  it  got  us  the 
stamp  of  approval  at  the  highest  gov- 
ernment levels." 

Goldman's  ability  to  mobilize  people 
for  difficult  projects  stems  from  the 
large  amount  of  time  it  spends  recruit- 
ing, evaluating,  and  managing  people. 
The  firm  has  an  elaborate  annual  re- 
view process  that  results  in  a  binder 
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Partners,  now  called  managing  directors. 
Only  group  with  voting  rights.  They  own 
100%  of  the  firm.  These  190  people  get 
76%  of  the  annual  profits  or  losses  but 
must  keep  their  money  in  the  firm.  Their 
stakes  range  from  approximately  0.25%  to 
1%.  Meanwhile,  they  get  $300,000  a  year  in 
salary,  and  a  fixed  rate  of  return. 

Limited  partners.  Nonvoting.  Retired 
managing  directors  who  must  leave  the  bulk 
of  their  accumulated  earnings  in  the  firm  for 
up  to  14  years.  They  receive  a  fixed  rate  of 
interest. 

Sumitomo  Bank  and  Bernice  Pauahi  Bishops 
Estate.  Nonvoting.  They  receive  about  20%  of 
annual  earnings  or  losses. 

Senior  limited  partners.  Nonvoting.  These 
are  institutional  investors,  mainly  insurance 
companies.  They  receive  a  fixed  rate  of 
interest.  Begins  to  mature  in  2001. 

Nonpartner  employees.  Nonvoting.  Profit-shar- 
ing plan  with  no  fixed  interest  rate,  but  receive 
approximately  4%  of  the  firm's  annual  profits 
or  losses. 

ESTIMATED  TOTAL  CAPITAL  (as  of  Dec.  1,  1997) 

DATA;  BUSINESS  WEEK,  MOODY  S  INVESTORS  SERVICE 
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the  size  of  a  small  phone  book  that  is 
used  to  critique  employee  peifomiance. 
The  firm  also  puts  considerable  effort 
into  determining  what  each  person 
should  be  paid.  The  goal  is  to  create  a 
deep  bench  of  well-trained  employees, 
ready  to  seamlessly  replace  whomever 
retires.  Says  one  former  Goldman  em- 
ployee: "The  leader  isn't  important.  It's 
the  organization  of  the  ant  hill." 

Perhaps.  But  Jon  Corzine  has 
emerged  as  a  powerful  figiu'e.  In  many 
ways,  he  is  an  atypical  chief  for  Gold- 
man, which  historically  has  been  a  Ger- 
man-Jewish firm.  Corzine  is  a 
Methodist  whose  father  was  a  wheat 
farmer  and  whose  mother  was  an  ele- 
mentally school  teacher  He  was  bom  in 
a  farmhouse  in  Willy's  Station,  a  south- 
ern Illinois  hamlet  of  50  people.  Mar- 
ried to  the  girl  he  sat  next  to  in 
kindergarten,  Corzine  went  to  the  Uni- 
versity of  Illinois  and  then  joined  the 
Marine  Corps  reserves.  After  getting 
an  MBA  from  the  University  of  Chicago, 
he  worked  at  two  Midwestern  banks 
and  joined  Goldman  in  1975.  He  lives 
with  his  wife  and  three  cMldren  in  sub- 
urb;m  New  Jersey  and  recently  built  a 
house  in  the  Hamptons. 

In  a  culture  of  high-powered  intensi- 
ty, with  Type  A  personalities  such  as 
predecessors  Friedman  and  Rubin, 
Corzine  is  a  man  of  modesty  and 
warmth  who  immediately  puts  people  at 
ease.  A  protege  of  Rubin,  he  is  also 
Ivnown  for  staying  calm  under  pressure, 
v'orzine  began  as  a  government  bond 
r.vader  and  rose  to  ram  the  entire  fiixed- 
in(Vime  unit,  a  key  profit  center.  His 
r;-'pistation  sprang  from  making  a  lot  of 
rrionev  as  a  savvy  trader  on  behalf  of 
the  firm. 


A  Clinton  Democrat,  Corzine  is  a 
hands-on  leader  who  walks  the  trading 
floor  and  meets  vdth  clients.  His  man- 
agement style  is  to  work  hard  to  devel- 
op a  consensus  and  then  implement  the 
group's  decision.  He  is  scrupulously 
careful  about  treating  Paulson  as  his 
partner  rather  than  his  subordinate.  A 
natural  politician,  Corzine  pushed  to 
broaden  the  partnership  by  adding  a 
category  of  extended  managing  direc- 
tors who  are  not  equity  owners.  "Jon 
has  a  burning  desire  to  be  fair,"  says 
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UNITED  BANK  OF  SWITZERLAND 

6/30    $26.0       $632  $59 

CHASE  MANHATTAN 
9/30      21.7         367  47 

CITICORP 
9/30      21.5         300  60 

MORGAN  STANLEY  DWD 
8/31      12.2         282  34 

J.  P.  MORGAN 
9/30      11.6         270  21 

MERRILL  LYNCH 
9/26       8.4         288  25 

SALOMON  SMITH  BARNEY 
9/30        9.2         297  NA 

GOLDMAN  SACHS 
5^1        5.6         169  NA 
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executive-committee  member  i^i 
Zuckerberg. 

Corzine  has  also  stressed  volute« 
activities  "for  the  soul  of  the  jtm 
One  effort  was  attended  by  almo^SOi 
of  the  finn's  full-time  workforce,  i  0 
tober,  some  9,000  employees  tum|(M 
at  locations  around  the  world  ^  c 
everything  from  hammering  nab  c 
low-income  housing  projects  to  teiiii 
in  New  York  City  classrooms,  j 

For  all  of  his  political  agility,  Qzii 
faces  a  formfeid 

INSIDE  PEEK 
On  Goldman's 
jam-packed 
New  York  equity 
trading  floor, 
collaboration 
is  key 


challenge  i 
ing  to  resol 
firm's  capi 
sues.  Gol 
capital  stril 
is  so  compi 
that  many 
man  managilfcc 
rectors  donlu 
derstand  it.Bi 
notes  one  competitor,  the  firm  is 
as  interested  in  talking  to  outs 
about  it  as  it  is  in  "showing  you 
undei-wear." 

OUTSIDERS'  CUT.  Right  now,  the 
ner-managing  dii"ectors  own  100% 
firm  and  are  the  only  ones  wh 
vote.  The  partners  also  get  the  bi 
share  of  the  firm's  profits:  76%.  I 
satisfy  the  need  for  new  capital,  & 
man  has  had  to  recniit  outside  a  i 
which  reduces  the  partners'  shs  ' 
the  fiiTn's  earnings.  Attracting  nev 
ital  to  fimd  its  gi'owth  has  been  e  k 
sive.  In  1986,  1992,  and  1994,  Gol  k 
raised  $1.3  billion  fi'om  Sumitomo  |i 
Ltd.  and  Bishops  Estate  in  excl^ 
for  about  20%  of  the  firm's  prof  h, 
losses.  Goldman  raised  an  addita 
$755  million  fi'om  institutional  inveSi 
mainly  insurance  companies,  whicfi 
ceive  a  flat  interest  rate.  The  r<i 
The  firm  will  pay  an  estimated  fei 
million-plus  this  year  to  nonpartneie 
uity  holders. 

Whatever  Corzine  feels  privie 
about  going  public,  undoubd 
CoiTine's  biggest  fear  is  losing  contl 
a  proud  company  that  plays  such  a  il 
role  in  his  and  his  colleagues'  identi< 
Whatever  Goldman  does,  it  wila 
doubtedly  attempt  to  maintain  thato 
trol.  "I  see  no  reason  to  turn  ove;3' 
franchise — our  reason  to  be— to  a  1;? 
organization,"  says  Corzine.  "We  ha,' 
be  able  to  control  the  cultural  chart 
of  the  place."  Which  is  why  Corzintj 
Weill — and  will  undoubtedly  tell 
other  suitors — they  are  doing  justt 
on  their  own,  thank  you. 

By  Leah  Nathans  Spiro  in  New  i 
with  Stanley  Reed  in  London,  and 
reau  repoHs 
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The  Bosporus  Bridge  connects 
people  on  two  continents. 


)  multimedia  links  the  world. 

These  days,  many  people  think  of  multimedia  as  simply  sound  and  video  on  a  computer.  But  at  NEC, 
believe  it  means  a  great  deal  more. 

It  means  international  satellite  systems  and  other  w/ireless  technologies  that  allow  children  in  a  remote 
ige  in  China  to  study  geography  with  a  teacher  in  Los  Angeles.  It  also  means  imaging  products,  and 
erful  memory  chips  that  allow  bio-researchers  in  the  Arctic  circle  to  share  data  with  colleagues  in  Helsinki. 

So  whether  you're  halfway  down  the  block  or  halfway  around  the  world,  NEC's  multimedia  tools  help 
communicate.  You  see,  NEC  has  a  simple  philosophy  about  the  power  of  multimedia.  We  believe  that 
connecting  different  technologies,  we  do  something  even  more  important. 

nect  people.  j  US t  imagine 

For  more  information,  call  1-800-338-9549  or  visit  us  at  www.nec.com.  ^  '  '   ^'  '  '  '  '  ^'  '  <>  '  ^ 


©  1997  NEC  USA,  Inc. 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

A  HIGH-TECH 
GEM  IN  THE  ROUGH 

With  technology  stocks  so  volatile,  is 
it  time  to  run  for  cover?  That's 
no  way  to  win,  argues  John  Skeen, 
who  is  buying  tech  stocks  as  they  come 
under  more  pressure.  "Technology 
stocks  aren't  homogeneous — certain 
high  techs  will  emerge  as  winners  in 
this  kind  of  market,"  says  the  research 
chief  at  NationsBanc  Montgomery  Se- 
curities in  San  Francisco. 

Always  looking  for  gems  in  the 
rough,  Skeen's  newest  find  is  Sanmina 
(SANM).  It's  taking  advantage  of  the 
outsourcing  trend  in  electronics,  notes 
Skeen.  Sanmina  provides  one-stop 
shopping  for  services — from  engineer- 
ing design  to  inte- 
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gration  and  testing. 

A  top  provider 
of  customized  ser- 
vices, Sanmina 
makes  printed  cir- 
cuit-board assem- 
bhes.  Components 
such  as  integi-ated 
circuits,  capacitors, 
and  microproces- 
sors are  mounted 
on  these  boards. 

One  reason  for 
the  robust  growth, 
notes  Skeen,  is  that 
Sanmina  serves 
four  rapidly  ex- 
panding markets:  telecoms,  which  gen- 
erate 56%  of  sales;  data  communications, 
20%;  industrial  and  medical  instiiunents, 
19%;  and  computers,  5%.  Among  phone 
customers  are  DCS  Communications,  Al- 
catel, and  Northern  Telecom.  In  data 
communications:  Cisco  and  3Com. 

For  two  years,  annual  sales  grovi1;h 
has  been  a  torrid  50%,  he  says.  And 
earnings  are  expected  to  jump  to  $3.55 
a  share  for  the  year  ending  Sept.  30, 
1999,  up  from  an  estimated  $2.87  in 
fiscal  1998,  says  NationsBanc  Mont- 
gomery's Paul  Fox.  Sanmina  earned 
$2.07  in  1997. 

Like  most  tech  stocks,  Sanmina  has 
seesawed  lately.  After  hitting  90  in 
September,  the  stock  has  traded  be- 
tween 63  and  75  in  the  past  few  weeks. 
But  that's  way  up  from  its  low  of  38  in 
March.  Exposure  to  Asia  has  battered 
ii  slew  of  high  techs,  but  Sanmina  has 
no  fiii'ect  involvement  in  that  region. 


Skeen  is  uYifazed  by  downward  pres- 
sure on  the  stock,  which  closed  at  64 
on  Dec.  10.  He  beheves  Sanmina  will 
hit  110  to  120  in  12  months. 

Sanmina's  acquisition  in  October  of 
Elexsys  International  is  expected  to 
add  16(2  to  200  to  earnings  in  fiscal 
1998.  Merger-related  costs  will  amount 
to  6e  to  70  a  share,  which  will  be  re- 
flected in  the  fii'st  quarter  of  next  year. 
Elexsys,  a  maker  of  back-panel  assem- 
bhes  and  circuit  boards,  had  sales  of 
$156  million  and  earnings  of  $8.3  miUion 
in  the  12  months  through  June  30,  1997. 
Sanmina,  says  Skeen,  should  benefit 
from  cost  savings  and  increased  sales. 
Among  Elexsys'  customers:  Lucent, 
QUALCOMM,  and  Tellabs.  There's  httle 
overlap  in  their  customer  lists,  he  notes. 

NIAGARA  GOES 
ROARING  ON 

Metals  have  been  golden  for  Michael 
Scharf,  who  has  made  a  bundle  for 
himself  and  investors.  In  1970,  he 
founded  Unimet,  a  specialty  processor, 
in  which  he  invested  $450^000.  Scharf 
took  it  pubhc  in  1971,  raising  $1.3  mil- 
hon,  then  sold  it  in  1973  to  Consoli- 
dated Gold  Fields  for  $14  miUion.  In 
1983,  he  took  a  25%  stake  in  Edge- 
comb  Steel  of  New  England  for  $4  mil- 
Uon  and  took  over  as  ceo.  By  1985,  it 
became  the  largest  independent  metals 
processor.  In  1989,  Scharf  sold  it  to 
Blackstone  Group  for  $250  million. 

What  does  all  this  have  to  do  with 
Niagara?  Scharf  now  heads  Niagara 
(niag),  the  No.  1  independent  U.  S.  pro- 
ducer of  cold  steel  bars,  with  annual 
output  of  300,000  tons.  One  New  York 
money  manager  figui'es  Niagai-a,  now  at 
9X  a  share,  could  double  in  a  yeai",  "giv- 
en Schaifs  diive  and  experience." 

Ali-eady,  he  has 
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tripled  sales — with 
his  $62  million  buy 
in  April  of  LaSalle 
Steel,  a  producer 
of  chrome-plated 
steel  bars.  In  the 
year  ended  Oct. 
31,  1996,  LaSalle 
had  sales  of  $159 
million  and  earn- 
ings of  $5.6  million. 
The  deal  upped 
Niagai-a's  revenues 
from  $76  million  in 
1996  to  $200  mil- 
lion in  1997.  Sales 
should    hit  $250 


million  next  year,  figures  one  New  bi  - 
money  pro,  who  sees  an  earnings  gar 
from  30c  a  share  m  1996  to  50c  in&.u 
and  to  65c  or  70c  in  1998. 

Scharf  isn't  done  building  up  hi. 
gara:  One  insider  says  talks  are  uler.i, 
way  for  a  buy  that  could  "sharplj 
crease"  Niagara's  top  and  bottom 
Nelson  Obus,  who  runs  Wynne 
Capital,  has  been  buying  shares| 
says  his  bets  are  on  Scharf.  Scha 
"picked  a  niche  [in  Niagara]  tha 
understands  very  well,"  says  Ohx 

'AMERICAN 
IS  A  BARGAIN' 

When  technology  analyst  Vivek 
of  Hampshire  Securities  dii 
ered  American  Software  (amsWj 
July,  he  was  attracted  by  its  t 
around — after  it  had  lost  mone; 
three  consecutive  years.  It  was  ba<| 
the  black  in  the  year  ended  Ap] 

1997,  posting  earnings  of  $2.3 
or  lOc  a  share,  on  revenues  of 
lion.  Rao  is  even  more  bullish  now] 
thinks  American  has  become  way 
dervalued  after  it  took  pubhc  one  o| 
units — Logility,  on  Oct.  7.  Ame: 
Software  sold  the  public  2.2  mil| 
shares,  or  19%,  of  Logihty,  a  prov| 
of  software  that 
optimizes  efficien- 
cy of  manufactur- 
ers and  retailers, 

Vivek  notes 
that  Logility  has 
a  market  value  of 
$167  million  at  its 
current  price  of  9 
a  share.  That 
means  American 
Software's  81% 
stake  in  Logility 
is  worth  5%  a 
share  in  Ameri- 
can's stock.  So  at 
its  current  price 
of  M,  American  is 
selling  at  around  3  a  share. 

"At  that  pi-ice,  American  is  a  I 
gain,  no  matter  how  you  shce  it,"  s 
Rao.  He  figures  the  stock  is  worth 
to  19.  Rao  expects  American  will  e 
39c  a  share  in  the  year  ended  Apr. 

1998,  and  64c  in  fiscal  1999.  The  c(  ;,' 
pany  provides  1,200  customers  w 
multi-platform  software  solutions 
such  uses  as  demand  forecasting, 
gistics  planning,  and  warehouse  m  .r;'*'^*!''! 
agement.  Among  its  customers:  Cc 
Cola,  Ford,  and  DuPont, 
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IREAK  IN  THE 
OUDS  FOR  DELTA 

chief  has  a  little  breathing  space  and  lots  of  ideas 

en  Gerald  Grinstein  met  Leo 
.  Mullin  last  May,  he  was 
loking  for  someone  to  shake 
p  Delta  Air  Lines  Inc.  Grin- 
board  member  who  had  led 
of  longtime  chief  executive 
,  Allen  a  month  earlier,  had 
lin  to  a  room  at  the  O'Hare 
Chicago  for  a  secret  job 
As  the  two  shout- 
mother  over  the 
loise  of  another 
pep  rally  in 
lext  door,  Gnn- 
)pered  Mullin 
ime  questions  he 
12  candidates.  It 
til  Mullin  asked 
'  his  own,  however 
"ealized  this  could  be  his 
mything  or  anyone  sa- 
instein  recalls  Mullin 


who  holds  a  ba,  an  MS,  and  an  mba  from 
Harvard  University,  also  launched  the 
revamp  of  Unicom's  technology  systems. 
"He  could  look  beyond  the  immediate 
situations  that  confront  a  company  and 
help  develop  decisions  as  to  what  the 
company  could  become,"  says  O'Connor 
Mullin  himself  argues  that  his  plan — 
to  rebuild  Delta's  once-high  service  lev- 
els, bolster  morale,  and  keep  down 
costs — doesn't  require  extensive  indus- 
try experience.  "My  fundamental  goal," 
says  Mullin,  "is  to  build  a  gi-eat  organi- 
zation that  happens  to  be  an  airline." 
HORROR  STORIES.  Tlianks  to  the  indus- 
try's current  healthy  run,  Mullin  will 
have  some  breathing  room.  With  fuel 
down  14%  a  gallon  since  March,  a 
strong  economy,  and  plenty  of  business 
travelers,  airlines  are  booming.  More- 
over, Delta  is  leading  an  industry  push 


in  told  him  no — and 
a  picked  MuUin  to  take 


LIST 

steps  at 
•Lines, 
mes  he  still 


RENEW  ASSETS  Mullin  has  sped  up  an 
upgrade  of  the  current  559-plane  fleet, 
ordering  more  new  jets.  Next:  He  must 
revamp  outmoded  information  systems. 

REDEFINE  STRATEGY  Mullin  must  fix 
Delta's  flagging  push  mto  Asia  and  Latin 
America  while  meeting  the  threat  of  low- 
cost  carriers  at  home. 


REBUILD  MORALE  He  is  meeting  with 
employees  all  over  the  country 
and  has  thwarted  unionization  of  ramp 
workers.  Biggest  threat:  Pilots  want 
more  money. 

DECENTRALIZE  MANAGEMENT  He  s 

giving  managers  day-to-day  decision- 
making power. 


;o  on  Aug.  15,  he  counted  on 
man  willing  to  shake  up  the 
.  Grinstein  read  Mullin  right, 
an  industry  outsider — the  54- 
ormer  banker  was  most  re- 
?-chairman  of  Chicago-based 
ipany  Unicom  Corp. — Mullin 
d  quickly  to  tackle  Delta's 
He  has  reached  out  to  dis- 
employees,  given  managers 
)vei'  day-to-day  decisions,  and 
sad  with  a  $1.42  billion  pur- 
0  aircraft.  And,  in  a  show  of 
he  pushed  out  Chief  Finan- 
■  Thomas  J.  Roeck  Jr  on  Nov. 
liis  lack  of  strategic  vision. 


Still,  Mullin  has  just  begun  to  scratch 
the  surface.  Before  next  July's  annual 
meeting,  when  he  may  have  a  chance  to 
take  over  the  chairmanship  from  Grin- 
stein, he  will  have  to  demonstrate  that 
he  can  move  beyond  tactical  changes 
and  develop  a  soimd  long-term  strategy. 

Rivals  question  the  hiring  of  an  air- 
line outsider — and  one  who  had  never 
been  a  chief  executive  to  boot.  But  ad- 
mii-ers  such  as  Unicom  Chairman  James 
J.  O'Connor  say  Mullin  is  up  to  lighting 
Delta's  woes.  At  Unicom,  parent  com- 
pany of  Commonwealth  Edison,  he  was 
second  in  command  and  tackled  eveiy- 
thing  from  lobbying  to  persomiel.  Mullin, 


to  raise  ticket  prices.  All  told, 
PaineWebber  Inc.  analyst  Samuel  But- 
trick  expects  Delta's  earnings  to  rise 
6%  for  the  fiscal  year  ending  next  June, 
to  around  $900  million,  on  revenues  up 
4%,  to  $14.2  billion.  The  improvement 
has  Delta's  shares,  like  those  of  other 
carriers,  gaining  altitude.  Since  Mullin 
took  office,  thev  are  up  38%,  to  a  r-ecord 
of  120. 

To  keep  the  numbers  climbing,  Mullin 
is  moving  quickly  to  address  the  cus- 
tomer-service and  morale  problems  that 
led  to  his  predecessor's  ouster.  Although 
Allen  won  kudos  for  aggressively  trim- 
ming Delta's  overblown  costs,  the  cuts 
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Ifyoutttikthebiiildiiigs 
are  big  ill  New  York... 


Wait  until  you  see  the  size 
of  a  Manhattan  East  suite. 


At  Manhattan  East  Suite  Hotels, 
yt)u'll  experience  one  of  New 
York's  greatest  luxuries.  Space. 
You'll  stay  in  an  apartment-sized 
suite  with  room  to  relax,  a  kitchen 
and  the  full  service  and  business 
amenities  vou  expect -all  for  the 
price  ot  an  t)rdinary  hotel  room. 
And  with  nine  hotels  to  choose 
from,  you're  sure  to  find  one 
close  to  where  vou  want  to  be. 

For  reservations  or  a  brochure, 
call  your  travel  agent  or 
1-800-994-3286. 

\  I  \  I     I  >  I  • .  I  I  \  (    1  i  \  i     I  >  I  (    \  I  I  .  1  ■ .  s 

Manhattan 
#  East  Suite 
Hotels 

Ciet  the  better  of  New  York. 

"  ■  M.inhflll.in  EasI  Suil.;  Holds 
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left  employees  steaming  and  torpedoed 
the  carrier's  reputation  for  service:  By 
late  1996.  61%  of  Delta's  employees  felt 
they  could  not  trust  management  ^nd 
.57%  said  service  had  declined.  To  make 
matters  worse,  "problems  were  showing 
up  in  the  relationship  between  jjassen- 
gers  and  employees,"  Grinstein  says. 

In  Mullin's  own  travels  he  has  seen 
the  result:  I'ipped  seat  backs,  broken 
luggage  racks,  messy  cabins,  and  late 
planes.  After  one  employee  meeting,  a 
flight  attendant  sent  Irim  a  binder  fiill  of 
photos  of  overflowing  trash  bins  and 
dirty  seats.  So  Mullin  plans  to  redo  the 
interiors  of  Delta's  .5.59  jets  in  the  next 
18  months,  much  faster  than  he  planned. 
TECHNOLOGY  LAG.  But  spiffy  seating 
alone  won't  solve  all  the  i^roblems  Allen 
left  behind.  That's  why  Mullin  is  meet- 
ing regularly  with  small  gi'oups  of  em- 
ployees to  identify  problems  and  solu- 
tions.  He   made  a   

significant  gesture  to 
workers    when  he 
agi'eed  to  pay  the  ex- 
penses of  the  pilot's 
union  representative 
on  Delta's  board.  Still, 
he's  no  pushover.  He 
won't  give  the  pilots 
a      raise  despite 
tlu-eats  that  they  may 
refuse  to  fly  Delta's  new  Boeing  737 
aircraft  when  they  arrive  next  fall. 
Mullin  also  campaigned  to  stop  the 
Transportation  Workers  Union  fi'om  or- 
ganizing Delta's  8,000  ramp  workers,  a 
bid  the  Twu  lost  on  Dec.  9. 

As  ti-,ving  as  these  problems  are,  they 
look  tame  when  compared  to  Mullin's 
biggest  challenge:  tiuickly  and  effective- 
ly reinventing  Delta's  information  sys- 
tems. With  planes  throughout  the  in- 
dustry flying  nearly  70%-  full,  superior 
infoi'mation  systems  help  Delta's  rivals 
American  Airlines  Inc.  and  United  Air- 
lines Inc.  sell  more  full-fare  and  fii'st- 
class  tickets  and  maximize  pricing  even 
on  low-fare  tickets.  Mullin  concedes 
Delta's  inability  to  do  the  same  is  hurt- 
ing I'esults.  "Wlien  you  look  at  the  sys- 
tems in  terms  of  whether  or  not  we 
have  any  competitive  advantage,  the 
answer  is  no,"  he  says. 

Delta's  technology  lag  became  clear 
this  fall  when  the  airline  first  warned 
analysts  that  the  September  quarter 
would  fall  short  of  expectations,  only  to 
reverse  itself  in  embaiTassment  a  month 
later,  saying  it  woukl  meet  them. 
"There's  lots  of  room  foi'  impi-ovement," 
siglis  Marc  Pinto,  a  portfolio  managei-  at 
.lanus  Capital  Corj).,  which  holds  2  mil- 
lion Delta  shares.  Mullin  recently  hired 
a  new  chief  information  officer,  but 


likfl 


Delta's  technology  problem  is  lik 
take  at  least  two  years  to  fix. 

Mullin  also  has  looming  comix.i 
problems  to  sort  out.  Domesticall  i 
rise  of  low-cost  rivals  could  d;i  ■. 
Delta,  which  operates  a  more  e.\i>(  - 
fleet  of  long-haul  aii'd-aft.  Before  itsjfvi 
lems,  ValiJet  had  forced  Delta  to  i  )ltt 
its  cheaper  fares,  spui-iing  the  laui  h  i 
discount  Delta  Express.  With  Vi|il( 
rebuilding  under  the  Aii'Tran  Aim 
name,  low-fare  competition  may  r«rr 
Overseas,  v/here  Delta  gets  2(^ 
its  revenue,  even  bigger  problems  ;vf 
After  losing  $2  billion  from  1991  ti 
on  its  acquisition  of  Pan  Am's  Eui-'  : 
routes,  Delta  eked  out  its  fii'st  ti'; 
lantic  pj'ofit  last  year.  But  difficuiti 
main:  Delta  recently  closed  its  troi 
Frankfurt  hub,  and  it  lacks  lai 
rights  at  London's  Heatlirow.  Mure 
its  presence  in  Asia  and  Latin  An 
  is  slight.  Overa  : 


overflowing  trash 
bins  and  dirty  seats 


reliance  on  sn| 

One  Delta  worker    partnerships,  su 

those  with  Swil 

sent  Mullin  photos  of  and   Sabena  Vl 

Airlines,  has  It 
weaker  than  cai| 
like  Northwest 
lines  Inc.  that 
stiTick  major  str^i 
alliances. 
Mullin  has  begun  to  address 
problems.  He  quickly  ended  an  un| 
itable  I'elationship  vdth  Singapore 
lines  Ltd.  and  is  personally  condu 
an  ambitious  Washington  lobbyini 
fort  to  help  Delta's  cause  in  the  . 
nmning  negotiations  over  landing  r 
in  Japan,  France,  and  Britain.  An 
Dec.  10,  Mullin  announced  plans  t( 
pand  Delta's  Latin  America  operat 
which  he  says  fit  better  with  D( 
Atlanta  hub  than  Asia.  vStill,  the  m 
are  only  a  start.  "Delta  is  behind, 
Mullin  is  going  to  have  to  give  a  I 
time  and  effort  to  catch  up,"  say 
dustry  consultant  Dan  Kasper  of 
Law  &  Economics  Consulting  G: 
Inc.  in  Wellesley,  Mass. 

Certainly,  Mullin  has  brought  a 
dious  and  energetic  approach  to  t 
challenges.  He  travels  at  least  ti 
weeks  every  month  to  employee  ir 
ings  and  frequent  one-on-ones  witl 
vestors.  With  most  of  Mullin's  air! 
spent  studying  copious  briefing  bi 
and  white  papers.  Delta's  senior  loi 
ist,  D.  Scott  Yohe,  says  his  boss  is  le 
ing  fast.  "He  has  put  his  own  pers 
imprint  on  the  .lapan  talks,"  says  Yf 
Clearly,  Mullin  knows  how  to  ask' 
right  questions.  So  far,  his  answers 
pretty  good  too. 

By  David  Greising  in  AtU 


\ 


Some  celebrities  can't  play  golf  to  save  their  lives. 
Fortunately,  this  tournament's  about  saving  someone  else's. 

How  many  opportunities  do  you  get  where  you  can  double  bogey  and  still  feel  good  about  yourself? 

At  the  Lexus  Challenge  Hosted  by  Raymond  Floyd,  money  will  be  raised  to  benefit  ChUdhelp  USA 
and  The  Entertainment  Industry  Foundation,  for  the  prevention  and  treatment  of  child  abuse  and  neglect. 

So  even  if  our  players  don't  make  par,  they  can  still  make  a  difference. 
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A  tough  market  is 
reshaping  colleges 

On  an  autumn  afternoon  on  the 
manicured  grounds  of  the  red- 
brick University  of  Florida  at 
Gainesville,  students  stroll  under 
palms  and  moss-draped  oaks.  It's  a  clas- 
sic collegiate  tableau — and  completely 
at  odds  with  the  radical  vision  of  the 
man  who  presides  over  the  campus  fi-om 
a  modest  second-story  office.  It's  not 
that  John  V.  Lombai'di  wants  to  destroy 
what  he  sees.  Quite  simply,  he  has  to. 

As  president  of  the  huge  state  insti- 
tution, Lombaitli  contends  with  a  legis- 
latuie  that  won't  let  him  raise  tuition 
but  has  cut  university  appropriations  by 
15%  since  1991.  In  response,  "we  have 
taken  the  great  leap  foi'ward  and  said: 
'Let's  pretend  we're  a  corporation,' " 
Lombardi  says.  Defying  traditional  aca- 
demic notions,  departments  now  vie 
openly  for  res(jurces.  English  professors 
must  demonstrate,  in  essence,  that 
("haucer  pays  the  bills  using  funds  as 
f.li  actively  as  engineering  or  business 
classes.  Departments  that  meet  cjuality 
and  pioductivity  criteria  win  shai'es  of 
%2  riiillion  in  discretionary  funding. 


This  isn't  a  universally  popular  strat- 
egy. Some  professors  and  administra- 
tors fear  the  effects  of  the  new  stric- 
tures on  academic  cjuality.  Many  hope  it 
is  just  a  president's  passing  fancy. 
"Things  like  this  come  and  go  all  the 
time,"  says  John  Kraft,  dean  of  the 
University  of  Florida's  College  of  Busi- 
ness Administration.  Lombardi  under- 
stands the  dissension  and  skepticism. 
At  institutions  like  his,  he  says,  "every- 
one assumes  that  we'll  just  keep  churn- 
ing the  paper,  and  it  will  be  business 
as  usual." 

It  isn't — at  Florida  or  at  other  col- 
leges and  universities  across  the  nation. 
Behind  ivied  walls  and  on  leafy  quad- 
rangles, administrators  and  professors 
acknowledge  this  new  reality.  Higher 


education  is  changing  profoundh  tdjjj, 
treating  from  the  ideals  of  Uberal 


and  the  leading-edge  research  it  al 
has  cherished.  Instead,  it  is  behi 
more  like  the  $250  billion  busine  ijt 
has  become. 

DISCIPLINE.  Universities  are  rethii 
the  big  lectiu-e  halls,  faculty  tenure  L 


Crete  academic  departments,  and  (  ^ 
features  that  have  defined  tradit 
institutions  for  a  centuiy.  They  ar 
signing  curriculums  inore  relevai 
employers,  communities,  and  stud 
Schools  are  pursuing  fiscal  discij  j 
forcing  accountability  on  organiza| 
that  for  decades  have  expanded  as 
pleased.  And  they're  wiring  the  i| 
towers,  creating  with  technology 
efficient  mediums  of  instruction. 


After  al.  52 

"■■'■J  pop 
1^  tie  be 
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5  transformation,  in  a  system 
ded  as  unmatched  in  the 
er  all,  62%  of  Americans  to- 
college  just  after  high  school, 
to  the  American  ideal  of  a 
:ated  populace.  U.  S.  univer- 
eover,  still  produce  research 
ds  the  bounds  of  knowledge 
nnovation  in  industry, 
e  past  two  decades,  though, 
cation  has  failed  spectacular- 
Aathin  its  means.  From  1980 
e  most  recent  year  for  wliich 
Dept.  data  are  available,  in- 

costs  per  full-time  student 
universities  increased  48%  in 

public  universities  upped  re- 
)enses  by  35%.  In  the  same 
gh,  states  reduced  real,  per- 


A  THOUSANDS  OF  1994-95 
CONSTANT  DOLLARS 


student  funding  to  public  universities 
by  22%.  In  the  private  sector,  students 
from  well-heeled  families  who  could  pay 
full  tuition  increasingly  fled  to  smaller 
colleges,  taking  revenue  with  them. 

That  has  produced  an  explosion  in 
charges  as  institutions  have  sought  to 
close  the  funding  gap.  Average  annual 
tuition,  room,  and  board  at  state  uni- 
versities, after  inflation,  has  jumped  33% 
since  1976,  to  $6,349,  according  to  the 
Education  Dept.;  at  Ivy 
League  and  other  elite 
schools,  the  going  rate 
is  $32,000.  Schools  them- 
selves have  eaten  some 
of  that  increase  in  the 
fonn  of  "discoimting,"  or 
student  aid,  making  up 
in  part  for  a  decline  in 
federal  grants.  But  stu- 
dents and  their  families 
have  borne  the  brunt: 
Since  1975,  college  costs 
have  soared  to  20.5%  of 
median  household  in- 
come, up  from  14%.  "We 
are  pricing  ourselves 
out  of  Ameiicans'  ability 
to  pay,"  says  Thomas  H. 
Kean,  Drew  University 
president  and  a  former 
New  Jersey  governor. 

The  RAND  Corp.'s 
Council  for  Aid  to  Edu- 
cation estimates  that 
mounting  college  costs, 
combined  with  declin- 
ing real  wages  — 
especially  among  poor 
families — and  growing 
immigi'ation  rates,  will 
create  a  large  class  foi- 
whom  college  is  utterly 
out  of  reach.  Given  cur- 
rent spending  trends 
and  continued  pressure 
on  government  aid,  pre- 
dicts the  council,  col- 
leges and  universities 
will  see  "a  catastrophic 
shortfall  in  funding" — 
a  $38  billion  gap  in 
2015  in  what  they  re- 
quire to  meet  expected 
student  demand.  To  pay 
the  bills,  schools  will 
have  to  raise  tuition 
or  reduce  aid — and  ei- 
ther action  will  shut 
people  out. 

Increasingly,  then,  in- 
stitutions find  them- 
selves grapphng  with  a 
basic  tension  between 
cjuality  and  access.  As 
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SO  TUITION  SOARED 
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...AND  INSTITUTIONS 
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AGGREGATE  BUDGET  SHORTFALL 

AT  U  S.  COLLEGES  AND 
  UNIVERSITIES 
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DATA:  EDUCATION  DEPT.  COUNCIL  FOR 
AID  TO  EDUCATION 


resources  grow  scarcer,  how  do  they 
sustain  high-level  teaching  and  research 
at  an  affordable  price?  The  dilemma 
cuts  to  the  heart  of  today's  knowledge 
economy,  where  more  than  two-thii'ds  of 
new  jobs  require  some  higher  educa- 
tion. Continued  productivity  gains  and 
economic  growth  depend  on  keeping 
such  institutions  both  accessible  and 
pertinent.  "If  we're  not  matching  up 
[students]  and  educational  opportunities 
well,  we're  going  to  lose 
some  productive  capaci- 
ty," says  Michael  S. 
McPherson,  president  of 
Macalester  College  in 
St.  Paul,  Minn. 

The  innovation  on 
university  campuses  to- 
day attempts  to  address 
such  concerns.  Yet  it 
also  is  accelerating  the 
evolution  of  American 
higher  education  into 
what  some  experts  say 
is  a  two-tiered  entity: 
one  system  of  excep- 
tionally high  quality  for 
those  with  the  means  to 
pay  and  a  second  for 
those  without. 

Robert  Zemsky  and 
Susan  Shaman  of  the 
University  of  Pennsyl- 
vania's Institute  for  Re- 
search on  Higher  Edu- 
cation found  in  a  study 
of  1,200  institutions  that 
colleges  are  sorting 
themselves  into  identifi- 
able market  segments. 
"Name-brand"  schools 
provide  small  classes 
and  well-paid  faculty  at 
high  prices.  A  second, 
more  market-savvy 
gToup  offers  convenience 
and  usei'-friendliness — 
often  catering  to  stu- 
dents who  want  quick, 
cheap  degrees  to  ad- 
vance thefr  careers.  But 
these  schools  spend 
much  less  on  teaching 
and  facilities. 

Colleges  that  flourish, 
argue  Zemsky  and  Sha- 
man, among  others,  will 
be  those  that  identify  a 
viable  segment  of  the 
school  population  and 
equip  themselves  to 
sei-ve  it  effectively.  This 
is  a  provocative  concept, 
given  that,  for  decades, 
big  public  universities 


TUITION  AND  FEES 
AT  PUBLIC  AND  PRIVATE 
UNIVERSITIES 
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REDESIGN:  Rensselaer's  multi-use  "studios"  set  it  apart 


m 

COMBOS:  A  P 

and  small  private  colleges  alike  have 
prospered  through  breadth,  following 
the  models  put  forth  by  Harvard  Uni- 
versity, the  Univei'sity  of  California,  and 
other  top  schools.  Now,  "institutions 
that  don't  do  well  are  those  that  don't 
develop  a  real  signature  in  the  market," 
Zemsky  says. 

Rensselaer  Polytechnic  Institute, 
which  attracts  top  technical  students 
across  the  U.  S.,  fits  the  brand-name  cat- 
egory. Like  many  smaOer  piivate  schools, 
however,  it  must  lure  enough  wealthy 
students  who,  by  paying  the  full  $27,000 
tab,  will  subsidize  poorer  classmates.  "We 
concluded  we  were  never  go- 
ing to  compete  on  price,  so 
we  had  to  produce  an  expeii- 
ence  of  demonstrably  highei' 
quahty,"  says  Jack  M.  Wilson, 
dean  of  the  faculty. 
CONVENIENCE.  Its  first-year 
"studio  course,"  rooted  in 
curricular  and  physical  re- 
design, was  meant  to  set  rpi 
apart  in  the  marketplace.  In 
new  multi-use  rooms,  built 
for  $100,000  to  $150,000 
apiece,  students  face  one  way 
to  hear  a  professor's  short 
lecture,  swivel  around  to  work  on  lab 
equipment  or  personal-computer  pro- 
grams set  up  to  complement  the  les- 
son, then  turn  again  to  work  in  small 
groups. 

In  an  introductory  class  in  circuits. 
Professor  WilHam  C.  Jennings  begins 
with  a  short  discourse  on  amplification. 
Then  he  turns  his  30  students  loose  to 
wire  and  test  the  equipment  behind 
i  hem,  roaming  t  he  room  to  give  guid- 
■  ••■■e  as  needed.  Hefore  last  year,  he  lec- 
■<iiot\  for  an  hour  and  a  half,  and  stu- 
■!'  !  is  went  elsewhere  to  experiment 
•!i  '<  !•  a  gi-ad  student.  Students  like  the 
:  ■   of  two  settings.  "You  don't  re- 


ally know  what's  going  on  until  you  do 
it  yourself,"  says  Melissa  Postolowski. 

RPI  can't  say  yet  if  students  in  studios 
actually  learn  more;  physics  students  in 
the  new  classes  tested  no  higher  than 
those  in  conventional  lectures.  But  the 
consohdated  design  calls  for  fewer  fac- 
ulty, freeing  professors  to  create  new 
courses  and  contribute  to  revenue-gen- 
erating projects  that,  with  administra- 
tive cuts,  have  helped  reduce  the 
school's  $25  miUion  backlog  of  long-term 
maintenance  and  investments  by  more 
than  half.  More  important,  the  changes 
have  created  a  buzz,  and  campus  visits 


DEFYING  TRADITION 

Lombardi  makes 

il  of  Florida 
academics  prove 
their  courses 
can  pay  the  bills 


by  pi'ospective  applicants  are  up  49%. 

Portland  State  University,  alterna- 
tively, has  positioned  itself  in  the  con- 
venience sector  by  meeting  head-on  the 
new  demographics  of  higher  education. 
Traditionally  the  neglected  stepsister  of 
much  larger  and  better-financed  state 
universities,  it  saw  state  assistance  slip 
to  49%  of  its  total  budget,  from  65%-  in 
1991.  At  the  same  time,  attrition  gi'ew 
among  its  diverse  collection  of  older, 
lower-income  students,  many  of  whom 
come  ill-prepared  academically. 

Cuts  of  support  staff  and  middle  man- 
agement saved  $3.5  million  a  year.  But 
psu  also  sought  to  create  academic  co- 


iirrt-nje  loi'  .-ludciits  who  most 
had  picked  courses  because  the; 
pened  to  meet  at  the  right  timi 
answer  was  University  Studies, 
gi'am  developed  with  advice  fro 
businesses  that  hinges  on  gi'oup 
and  technology.  At  its  heart  is 
man  Inquiry,  a  selection  of  inte 
plinary,  yearlong  courses  that  mei 
days  a  week.  Einstein's  Univers 
instance,  is  taught  by  professo 
physics,  dance,  and  history.  Stuc 
required  to  work  in  groups,  dis 
the  theory  of  relativity  but  also 
and  write  about  the  philosophica 
torical,  ancl  artistic  co 
of  Eiu-ope  m  the  1930s, 
uate-student  or  upper 
mentors   help  to  "m| 
freshmen  who  have 
confronted  serious  homi 
or  class  participation 

For  some,  the  currii 
was  a  shock.  "I  expect! 
be  going  to  lectiu-es  and 
ing  10-page  papers,"  w 
David  Hall,  a  senior  " 
ing  in  business  and  inft 
tion  systems.  Faculty,] 
had  to  change  stripes, 
ing  to  conft'ont  many  students  wh 
never  read  an  entire  book.  "The 
tude  used  to  be  that  students  e|||»i!'i 
could  cut  it  or  couldn't,"  says 
Hopp,  director  of  student  developi 
More  than  80%-  of  students  who  era 
last  spring  in  Freshman  Inquir 
tui-ned  for  classes  this  fall — a  reco 
RPI  and  Portland  State,  both  of  \ 
are  among  six  schools  recognize 
the  Pew  Charitable  Ti-ust  for  ini 
five  restructuring,  are  years  ahe; 
most  institutions.  Many  of  their  p 
by  contrast,  are  just  starting  to  cor 
terTns  with  the  monumental  change 
will  need  to  survive  and  compet 


I) 'J. 
f  1 


1 


53  SS  WEEK  /  DECEMBER  22.  1997 


"■quued  for  Macintosh 


Whatevers  important  to  you  -  appointments,  contacts, 
e-mail,  expense  tracking -the  pocket-sized  PalmPilof" 
connected  organizer  makes  it  easy  to 
stay  on  top  of  things.  It  lets  you  enter, 
access,  and  update  the  information  you  need, 
whenever  you  need  It,  You  only  have  to  enter  data  once- 


HotSync  "  technology  lets 


you  synchronize  data  with  your  PC  with 


i^stthe  touch  of  a  button.  And  when  you're  on  the  road,  use 
Network  HotSync software  to  synchronize  with  your  PC 
over  the  company  network  For  a  PalmPilot  retailer  near 
you,  visit  our  web  site  at  wwwpalmpilot  com  or 
calM-800-88l.7256,ext  50  Now  that's 


ts  a 


number  you'll  want  to  keep  on  hand 


Palm  Pilot 


The  connected  organ 


izer. 


PalmPilot  Personal  ■  $249 

•  Instantly  syncs  with  your  PC 

•  Stores  thousands  of  entries 

•  User  upgradeable  to 
Professional  Edition 

PalmPilot  Professional  ■  $369 
I  Includes  Personal  features  c4ij/ 

•  E-mail  connectivity 

•Internet  ready  (TCP/IP  support] 

•  twice  tfie  memory 


W'onal  links  (sold  separately!  available  (or 

•  MS  Schedulet/Oullook  97 

•  Lotus  Organuer 
'  Ascend  97 

•  Symantec  ACTI 

•  and  many  more 
"patibic  wirti 

•  Eudora  3  0  1  or  higher 

•  cc  IHail 

•  MS  Mail/Exchange 

•  MS  Outlook  97 

•  and  many  more 
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the  public  sector,  especially, 
that  confrontation  is  proving 
traumatic. 

Florida's  Lombardi,  for  one, 
still  is  smoothing  out  his  plan's 
kinks.  The  university's  "bank," 
whose  fimding  model  i'  -^cour- 
ages  large  classes,  initidily  pe- 
naUzed  the  college  of  business 
for  TV  teaching,  even  though 
TV  students  test  as  well  as 
those  in  conventional  classes. 
EngUsh  professors  woiTy  that 
creative  writing  and  othi'i- 
courses  requiring  very  small 
classes  will  cost  their  depai't 
ment  fimding  under  a  systein 
that  strictly  measures  facul 
ty-student  productivity. 
RESENTMENT  LINGERS.  For 
now,  Florida's  faculty  is  giving 
Lombardi  the  benefit  of  the  doubt.  In 
other  states,  resistance  has  been  fiercer. 
Faculty  at  the  University  of  Maine 
forced  Chancellor  J.  Michael  Orenduff 
to  resign  in  1995  after  he  proposed  a 
distinct,  accredited  institution  for  satel- 
hte-TV  learning.  Resentment  lingers  at 
the  University  of  Illinois  four  years  af- 
ter reform  that,  using  25  productivity 
and  performance  measures,  seeks  to  ra- 
tionalize programs  and  reallocate  the 
savings.  Loyola  University  of  Chicago 
President  John  J.  Piderit  sparked  an 
outcry  from  professors  recently  by  re- 
ferring to  students  as  "customers." 

Such  protest  isn't  baseless.  Profes- 
sors and  administi'ators  alike  are  justly 
concerned  about  financially  motivated 
strategies  that  risk  eroding  quality  or 
reducing  education  to  a  pro  forma  ex- 
ercise in  professional  credentialing.  Of- 
ten, though,  the  angst  appears  to  be  a 
fimction  more  of  uncertainty  with  the 
dramatically  shifting  teiTain.  Academics, 
ty])ically  trained  at  traditional  research 
universities,  aren't  prepared,  for  exam- 


International  Universit  La 
cge  Connection,  withMflt 
atl' 


NO  FRILLS:  U.  of  Phoenix  has  no  labs,  gyms,  or  dorms 


pie,  to  teach  in  interdisciplinaiy  courses 
that  cross  old  department  fines. 

Either  way,  they  have  fittle  choice 
but  to  learn  to  deal  \\dth  change,  be- 
cause new  competition — unencumbered 
by  tenm*e,  departmental  poUtics,  or  leg- 
islative oversight — is  coming  fast.  The 
number  of  corporate  "universities," 
formed  by  business  to  offer  in-house 
job-related  training,  has  jumped  from 
1,000  to  1,400  in  five  years.  Former 
junk-bond  king  Michael  R.  Milken,  along 
with  Oracle  Corp.  ceo  Lawrence  J.  El- 
lison, has  invested  $500  million  in 
Knowledge  Universe,  a  for-profit  com- 
pany aiming  to  capture  a  $10  billion 
sUce  of  the  education  market,  fi'om  toys 
to  advanced  degi'ees.  Its  joint  venture 
with  Tele-Communications  Inc.  could 
provide  the  backbone  for  cable-TV  dis- 
tribution of  university  classes. 

Cable  entrepreneur  Glenn  R.  Jones 
has  created  College  Connection,  offering 
students  Internet  access  to  inexpensive 
degree  programs  from  13  institutions 
including  his  own,  entirely  electronic 


students,  is  growing  atC'?- 
year,    says    Jones,  h 
Knowledge  TV  offei-s  di 
com-ses  to  viewers  aroul 
world.  This,  he  says,  is 
ber-university."  "Yi air 
I'oom  can  be  your  hi  lusi 
trailer — anywhere  \i>u 
ciimputer" 

Indeed,  much  of  the 
nience   segment  iia,- 
spurred  by  technoloL':y. 
the  Net  or  interacti\ 
schools  can  reach  vastr 
bers  of  students  in  man  ! 
tions  at  once,  vrith  littleu 
investment  in  new  hr\c. 
mortar.  All  told,  1.:'.  i 
Americans  are  engau 
some  sort  of  electronic  higher  ni 
tion,  says  researcher  InterEd  Inc^^ 

Does  it  work?  While  educators 
that  such  technology  delivers  c( 
to  students  who  otherwise  wot 
without,  they  worry  that  elec^ijufet 
coursework  is  often  rudimentarj 
little  attempt  to  account  for  qua 
effectiveness  and  scant  opportunit 
intimate  contact  with  a  professor 
CHEAP  TICKET.  Yet  many  studen 
prepared  to  saciifice  such  experiei 
retiuTi  for  a  few  quick  mngs  up  t 
reer  ladder.  The  University  of  PI 
understands  this,  perhaps  bettei 
any  school.  Its  mother  campus — ^ba 
two  modest  office  buildings — sits 
traffic  circle  opposite  Phoenix  Ai 
There  are  no  dormitories,  no  li 
stacks,  no  cafeteria,  no  labs,  no  gyn 
no  kids.  The  hundreds  of  student 
stream  into  dozens  of  spailan  m 
rooms  each  weekday  evening  forB 
hoiu"  classes  range  in  age  from  231^ 

With  58  campuses  in  12  s 
Phoenix'  enrollment,  now  42,000,  is 


ASSAULTING 

THE  IVORY  TOWERS 


Winners  of  the  Pew  Leadership  Award,  given  in  1996  and  1997  to  universities  and  < 

results  in  restructuring  themselves: 


ALVERNO  This 
Catholic  women's 
college  in  Mil- 
waukee is  the 
grandmother  of 
reengineering.  Its 
20-year-old,  abil- 
ity-'oased  curricu- 
lum de/elops 
competency  in 
communication, 
andysis,  and  six 
other  areas. 


BABSON  It  now 

stresses  interdis- 
ciplinary collabo- 
ration between 
once  rival  busi- 
ness and  liberal 
arts  programs.  A 
three-tiered  cur- 
riculum leads 
students  toward 
self-directed, 
independent 
study. 


EASTERN  NEW 
MEXICO  Many  of 
its  students  are 
widely  dispersed 
and  poorly  pre- 
pared. The  uni- 
versity developed 
courses  for  inter- 
active TV  and  the 
Internet,  usmg 
facilitators  and 
peer  coaching  at 
12  remote  sites. 

DATA:  INSTITUtE  FOR  RESEARCH 


MOUNT  ST. 
MARY'S  In  inner- 
city  Los  Angeles, 
it  established  a 
weekend  college 
for  working 
adults,  offered 
evening  classes, 
and  restructured 
an  associate's 
degree  to  make 
graduates  more 
job-ready. 

ON  HIGHER  EDUCATION.  BW 


PORTLAND 

STATE  It  wasn't 
effectively  serving 
its  poor,  urban 
students,  many 
of  whom  dropped 
out.  The  answer: 
an  interdiscipli- 
nary curriculum 
that  relies  on 
inquiry-based 
courses  and  peer 
mentors. 


RENSSELAEfl 
POLYTECHNr 

The  engineer! 
school  reduce! 
the  number  oi| 
courses  stude 
take,  making 
each  heftier.  1 
came  up  with 
"studio  classi 
combining  lei 
ture  hall,  labo] 
tory,  and  sem 
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ing  20%  a  yeai- — even  though  it  accepts 
only  adults  who  work  full-tinie  and  offers 
classes  only  at  night  or  online.  Students 
meet  twice  a  week  for  six  weeks  per 
course  and  get  credit  for  "life  experi- 
ence" toward  bachelor's  and  master's  de- 
gi'ees,  mostly  in  business  and  infomiation 
technology.  Teaching  faculty,  entirely 
part-time  and  tenui'eless,  come  fi'om  in- 
dustry and  teach  from  a  standardized 
script.  Annual  tuition  averages  $6,500. 

It  may  be,  as  critics  call  it,  McEdu- 
cation.  But  students  love  it.  "This  way,  I 
finish  in  the  same  time  as  I  would  if 
I'd  quit  my  job,"  says  Demario  Walton, 
24,  a  Motoi'ola  Inc.  employee  pursuing 
Ms  MBA.  Investors  love  it,  too.  Shai'es  of 
Apollo  Group  Inc.,  the  university's  cor- 


porate parent,  trade  at  23  times  their 
value  in  1994.  "We  will  be  the  fii'st  na- 
tional university,"  says  founder  John  G. 
Sperling,  a  raucous  76-year-old  former 
Merchant  Marine  and  union  organizer 
(with  a  Cambridge  University  doctorate) 
whose  stake  in  Apollo  is  worth  $484 
million.  "We  intend  to  operate  in  every 
major  metropohtan  area  of  the  U.  S." 

Phoenix  thrives  so  conspicuously  be- 
cause it  acknowledges  a  profoundly 
changed  higher-education  market.  It  and 
the  other  new  venues  stand  to  vrin  a  big 
share  of  the  siu'ge  in  college  enrollment 
expected  over  the  next  decade  as  Echo 
Boomei's  emerge  from  high  school  and 
as  more  adults  seek  continuing  educa- 
tion. Many  of  these  students,  unable  to 


afford  the  cost  of  a  full-time  prjran 
will  start  college  older,  seekingparl 
time  classes  that  fit  into  job  schculef 

Colleges  and  universities  mus  tv] 
front  this  new  competition — ar 
changing  demographics,  economic, , 
technology  behind  it.  And  thevT 
adapt  rapidly.  The  gi-eat  risk  i;  ' 
having  opened  its  doors  to  most  c. 
the  huge,  centiuies-old  system  \vi 
people  out — sending  students  instic 
nimbler  rivals.  Milken,  Jones,  andiSyif 
ling  will  be  happy  to  accommoda 

By  Keith  H.  Hammonds  m 
N.  Y.,  and  Susan  Jackson  in  Poiu 
Ore.,  until  Gail  DeGeorge  in  Gaiiuv' 
Fla.,  Kathleen  Morris  in  Phoeni. 
bureau  repotis 


MEANWHILE.  THE  IVY  LEAGUE  IS  ROLLING  IN  CLOVER 


Yale  University  President  Richard 
C.  Levin  has  for  several  years 
mulled  what  many  of  his  peers 
have  considered  for  their  colleges — 
running  the  place  more  like  a  busi- 
ness. "We  have  to  manage  this  insti- 
tution efficiently,"  he  says.  "We  can't 
do  everything  under  the  sun."  He 
would  like  to  pare  departments  that 
don't  sei-ve  a  strong  need  and  focus  on 
"centers  of  selective  excellence." 

But  Levin's  actions  haven't  matched 
his  ruminations.  Yale's  restructuring 
has  been  limited  to  modest  reductions 
in  administration,  consohdation  of  bi- 
ology gi'aduate  programs,  and  enroll- 
ment cuts  at  the  divinity  school.  Even 
those  steps  galled  alumni  and  profes- 
sors, who  associate  Yale's  preeminence 
with  academic  abundance. 
SURFEIT.  Such  is  hfe  among  the  elites. 
While  state  universities  face  plum- 
meting government  assistance  and 
smaller  private  colleges  struggle  to 
maintain  eni'ollment,  Yale  and  a  few 
dozen  other  top-tier  institutions  still 
thrive.  They  attract  six  or  more  appli- 
cants for  every  freshman  slot — a  sur- 
feit that  has  persisted  over  the  past 
decade  despite  annual  tuition  of  more 
tlian  $20,000.  They  still  guarantee  fi- 
nancial aid  to  everyone  who  needs  it. 
And  they  spend  liberally  to  attract 
star  faculty  and  research  gi'ants. 

These  universities  remain  insulated 
fi'om  market  pressm-es  in  part  because 
they  have  established  an  aura  of  qual- 
ity— call  it  brand  strength  or  snob  ap- 
peal— that  keeps  students  coming,  de- 
spite the  price.  An  Ivy  League  degree 
doesn't  win  higher  starting  salaries 


ELITE  LIFE  Yale's  Levin 

wants  to  cut  back, 
but  few  see  the  need 

than  other  diplomas,  but  it  does  lead 
more  often  to  top  gTaduate  progi-ams 
and,  so,  to  gi'eater-  professional  attain- 
ment. Throw  in  access  to  powerful 
alumni  networks,  and  "the  interest  of 
very  able  people  in  going  to  leacUng  in- 
stitutions has  not  only  remained 
strong — it  has  become  stronger,"  says 
William  G.  Bowen,  president  of  the 
Andi-ew  W.  Mellon  Foundation  and  ex- 
president  of  Princeton  University. 

Indeed,  experts  believe  these 
schools  could  charge  far  more  than 
they  do  and  still  draw  top  students. 


Yet  they  don't  have  to.  Most  are  i}| 
lated  by  coffers  bloated  by  the  st;!! 
market  that  spin  off  millions  in  aniai 
operating  income.  Yale's  endovmit 
swelled  by  a  record  $1.7  billion  cafal 
drive,  is  $5  bUlion.  Hai-vai-d  Univeny, 
the  fund-raising  king,  has  $9  billio 
PUBLIC  URGENCY.  Such  fund-rais).' 
feats  cushion  the  effect  of  ebbing  gy- 
eiTiment  reseai'ch  assistance.  They  ;«! 
reduce  universities'  reliance  on  tuiln 
and  fees  to  about  65%  of  the  t(i! 
budget,  compared  with  90%  or  Wg^r 
at  small  private  schools.  So  big-i- 
dowment  institutions  can  better  affd 
the  financial  aid  that  maintains  diveie 
classes  even  as  they  plow  millions  io 
new  technology  and  upkeep  for  agig 
buildings.  That  periDetuates  their  r)- 
utations  as  top-drawer  academies. 

This  lesson  hasn't  been  lost  on  g 
public  universities.  These  days,  "e 
cannot  do  it  just  with  state  suppt 
and  tuition,"  says  Judith  A.  Rama  7, 
president  of  the  University  of  V'- 
mont,  which  recently  raised  $108  rl- 
lion  in  its  first-ever  capital  campaii. 
The  University  of  California  at  Ber- 
ley,  ravaged  by  state  cuts,  is  seekg 
$1.1  billion  in  private  gifts  by  20); 
the  Universities  of  Virginia,  Illinl^ 
and  Michigan  all  are  mounting  f u - 
raising  drives  to  rival  the  Ivies'. 

Those  urgent  campaigns,  howe\!', 
typically  have  followed  radical  dov- 
sizing  and  restructuring.  Secure  n 
their  ivory  towers,  Yale  and  its  pes 
generally  can  afford  to  eschew  sn 
strategies.  They  know  that  qua!/ 
sells — whatever  the  price. 

By  Susan  Jackson  in  New  Han  ' 
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Personal  Business 


EDITED  BY  AMY  DUNKIN 


FOR  INVESTORS  OF  ALL  STRIPES, 
A  CORNUCOPIA  ON  THE  NET 


Remember  when  you 
would  bug  your  bro- 
ker for  stock  quotes 
or  intelligence  about  compa- 
nies that  you  were  thinking 

of  investing   

in?  Seems 
passe  now — 

at  least  to  the  legions  of  in- 
vestors who  get  the  scoop 
off  the  Internet. 

A  wealth  of  Web  material 
is  aimed  at  seasoned  day 
traders,  tyros,  and  just  about 
eveiy  investor  in  between.  In 
this  story  and  the  one  that 
follows  (page  104),  we  give 
you  a  nmdowii  on  the  aston- 
ishing amount  of  financial 
news,  quotes,  chaits,  coni}3any 
gossip,  analyst  recommenda- 
tions, financial  calculators, 
screening  tools,  and  Seciuities 
&  Exchange  Commission  fil- 
ings available  on  the  Internet. 
If  you're  an  international  in- 
vestor, you  can  follow  world 
politics,  economics,  and  mar- 
kets just  as  easily.  Better  yet, 
a  good  chunk  of  what  you'll 
find  out  there  is  free. 
GABFEST.  Let's  say  you're  just 
getting  stai-ted  as  an  investor. 
Go  to  Wall  Street  City  While 
this  site  provides  sophisticated 
stock-screening  tools  for  as 
much  as  $34.95  per  month,  it 
can  also  help  a  newcomer 
learn  investing  skills  for  free. 
For  example,  you'll  find  arti- 
cles on  using  relative  strength 
as  an  analytical  tool.  At  the 
American  Association  of  Indi- 
vidual Investors  site 
fwv^^v.aaii.org),  you'll  be  able 
to  read  primers  on  stocks, 
bonds,  and  mutual  fimds.  And 
you  can  bone  up  on  options 
at  the  Chicago  Boai-d  of  Trade 
'www.cbot.com). 

Want  to  gab  online  about 
'  market?  Plug  into  the  live- 
ly )n."ssage  boards  at  Motley 
I''ool  (Vv"ww.fool.com),  one  of 
several  places  on  the  Net 


ONLINE 


where  investoi-s  trade  wisdom 
and  I'umoi's.  You'll  find  Fool 
members  niminating  on  eveiy 
possible  subject,  from  how  to 
beat  the  Dow  Jones  industrial 
average  to  re- 
tii'ement  plan- 
ning.  If  high- 
technology  stocks  are  your 
interest,  tiy  browsing  tlii'ough 
the  more  than  70,000  postings 
each  week  at  Silicon  Investor 
(www.techstocks.com ). 

No  doubt  you'll  have  to 
wade  thi'ough  idle  prattle  in 
cyberspace,  just  as  you  would 


anywhere  else  you  poke 
around  for  investment  ideas. 
But  plenty  of  online  grist 
comes  your  way  from  Wall 
Street  professionals,  brand- 
name  financial  institutions,  and 
top-notch  journalists.  Brief- 
ing.com  ($6.95  to  $25  a  month) 
provides  commentary  on 
stocks,  bonds,  and  Fed  poUcy. 
It's  largely  staffed  by  former 
managers  of  Standard  & 
Poor's  MMS  International,  the 
world's  largest  real-time 
analysis  finn.  Overall,  banks, 
bi'okerages,  software  power- 


houses such  as  Intuit 
crosoft,  and  media  cor 
such  as  Bloomberg, 
Dow  Jones,  Time  Wan 
Tlie  McGraw-Hill  Cor 
(which  ovras  business  | 
and  s&p)  all  boast  subs 
investment  Web  offer 
Jan.  12,  s&p  wall  laur 
Personal  Wealth 
(www.personalwealth| 
For  $9.95  a  month, 
include  s&p's  stock,  bor 
industry  reseai'ch.  Its 
tracking  featiu'e  will 
know  when  s&p  changi 


Where  to  Look  for  Info 


SITE/ADDRESS  (http://) 

COMMENTS  A 

BRIEFING.COM 

www.brieflng.com 

strong  on  currency  analysis,  foreign  exchange,  and 
fixed-income  markets  ($6.95  to  $25  a  month) 

CBS  MARKETWATCH 

cbs.marketwatch.com 

Formerly  DBG  Online,  the  site  provides  free  news  and  market  Vf^l 
analysis;  plus  tiered  pricing  plans  ($29.95  to  $79  a  month)  ^^^B 
for  those  who  need  more  timely  and  detailed  coverage  J^MK^^ 

EDGAR  ONLINE 

www.edgar-online.com 

Free  access  to  many  SEC  filings;  $9.95  a  month         pc>''  jk 
and  up  for  people  who  want  same-day  fllings  Ak||^||y||ga 

iNVEST00LS.COM 

www.investools.com 

Lets  you  read  articles  from  different  HHP^i 
investment  newsletters  for  a  fee                        10^  \ 

MICROSOFT  INVESTOR 

investor.msn.com 

One-stop  investing  site  with  research,  charts,      ^          v  ^ 
stock-  and  fund-screening  tools,  and  links  to  online  ^         ^  ■ 
brokers;  $9.95  a  month  for  regular  subscribers       *  ^ 

0UQTE.COM 

www.quote.com 

Real-time  dynamic  charts  let  investors  watch  the     *  ^m^^\ 
market  tick  by  tick  ($9.95  to  $99.95  a  month)  ^HC 

SMARTMONEY 
INTERACTIVE 

www.smartmoney.com 

Offers  portfoUos  and  stories  with  stock  picks;  ^^^H 
access  to  the  interactive  Wall  Street  Journal  and 
Barron's  sites  ($49  a  year  for  nonprint  subscribers) 

THE  STREET.COM 

www.thestreet.com 

Features  original  editorial  content  and  columnists 
such  as  hedge-fund  manager  James  J.  Cramer 
($6.95  a  month  or  $9.95  with  E-mail  delivery) 

WALL  STREET  CITY 

www.wallstreetcity.com 

Excellent  stock  screening  and  other  analytical 
tools  ($9.95  to  $34.95  a  month) 

YAHOO!  FINANCE 

quote.yahoo.com 

Superb  free  site  that  tracks  portfolios  and  provides 
market  news  plus  links  to  a  wide  range  of  financial  info, 
such  as  analyst  upgrades  and  downgrades 
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one  of  your 

leral  dii-ectory  of 
try  checking  out 
;investors.com. 
et  you  constioict 
t  are  updated  au- 
as  the  market 
^h  its  daily  gyi'a- 
le  places,  you  can 
ail  alerts  on  com- 
Justries  of  inter- 
;.com  recently 
^e"  real-time  dy- 
1  on  the  Web,  so 
$9.95  to  $99.95  a 
dthfiilly  watch  in- 
[rities  (or  the  en- 
move  tick  by  tick, 
need  something 


quite  so  elaborate,  Thomson 
Investors  Network  (www.mar 
ketedge.com)  recently  began 
offering  users  up  to  50  free 
real-time  stock  quotes  a  day. 

When  you're  ready  to 
spring  into  action,  many  bro- 
kers are  a  mouse  click  or  two 
away.  Once  you  anive  at  theii" 
sites,  you  can  tyj^ically  trade 
at  commission  rates  cheaper 
than  you  would  pay  offline. 
But  given  the  balkanized  na- 
ture of  the  Web's  countless  in- 
vestment sites,  it's  still  a  chore 
to  go  back  and  forth  between 
gleaning  infomiation  and  trad- 
ing, maintains  Julio  Gomez, 


president  of  Gomez  Advisors, 
a  consultancy  that  tracks  on- 
line brokerages.  Ultimately,  he 
believes,  you'll  be  able  to  ob- 
tain research  from  several 
sources  and  execute  your 
trade  at  one  site. 
GROWING  PAINS.  Bookkeeping 
should  also  become  easier 
CheckFree,  Intuit,  and  Mi- 
crosoft are  backing  a  techno- 
logical specification  known  as 
OFX  (for  open  financial  ex- 
change). It  lets  you  download 
bi'okerage  statements  directly 
into  Web  portfolio  managers 
that  will  track  your  assets. 
Charles  Schwab  &  Co.'s  cus- 
tomers recently  became  the 
fii'st  to  be  able  to  do  just  that 
at  the  Microsoft  Investor  site. 
But  there's  much  I'oom  for  im- 
provement. "It's  a  good  start, 
but  anyone  who  expects 
"  it  to  work  without  a 
hitch  is  in  for  a  frus- 
trating experience," 
says  Gomez. 

At  the  moment,  you 
can  find  basic  news  and 
commentaiy  fi-om  such 
lectronic  broker- 
ages as  Schwab. 
SchwabNOW!, 
for  example, 
(www.schwab 
now.com), 
gives  you  access 
to  delayed  stock 
quotes  from 
Quote.com, 
charts  from 
'  BigCharts 
(www.bigcharts. 
com),  company  cap- 
sules from  Hoover's 
Onhne  (www.hoovers. 
com),  and  stories  from  a 
vaiiety  of  sources,  includ- 
ing BUSINESS  WEEK  Online 
(wrww.businessweek.com). 
Among  its  offerings,  Fi- 
delity's site  (fideUty.com) 
has  short  news  stories 
ft-om  Reuters.  Such  in- 
vestment sites  serve  as 
"aggregators"  in  Web- 
speak,  meaning  they  as- 
semble data  culled  fi-om  a  va- 
riety of  outside  soui'ces.  Take 
Yahoo!.  When  people  siuf  the 
Web,  they  often  visit  what's 
probably  the  best  known  of 
the  Net's  search  engines.  But 
Yahoo!  Finance  is  a  splendid — 
and  free — investment  site  in 


its  own  right.  Although  not 
all  that  slick-looking,  Yahoo! 
Finance  is  conveniently  laid 
out  in  a  manner  that  lets  you 
find  information  you  want  on 
the  quick.  In  the  featui'es  sec- 
tion, you  can  click  on  various 
topics  such  as  currency  ex- 
change rates,  earnings  sur- 
prises, and  upgi'ades  &  down- 
gi'ades  to  bring  up  relevant 
resources.  In  the  reference 
area,  you'll  find  a  stock-splits 
calendai"  and  financial  glossaiy. 
Yahoo!  lets  you  set  up  nimier- 
ous  portfolios  with  up  to  200 
symbols  each.  Financial  results 
ai'e  updated  automatically  and 
accompanied  by  news  head- 
lines pertaining  to  your 
holdings. 

Microsoft  Investor  pulls  in 
information  from  outside 
sources  as  well,  but  the  site 
brought  to  you  by  Bill  Gates, 
the  man  with  the  world's 
most  enviable  portfolio,  also 
offers  original  content. 
THE  SKINNY.  Investor's  open- 
ing screen  is  a  model  of  ele- 
gant simplicity.  Under  a 
menu  bar,  the  screen  is 
carved  in  half.  The  right  side 
displays  a  short,  scrollable 
list  of  articles;  the  left  has 
clickable  buttons  that  take 
you  deeper  into  the  service. 
The  portfolio  manager  but- 
ton brings  you  to  an  area 
where  you  can  list  all  your 
securities.  Investment  Find- 
er, one  of  the  premium  ser- 
vices ($9.95  or  $6.95  if  you 
subscribe  to  the  Microsoft 
Network),  lets  you  screen 
through  more  than  8,000 
stocks  and  mutual  funds 
based  on  various  criteria,  in- 
cluding management 
efficiencies,  financial  condi- 
tion, and  percentage  owned 
by  institutions.  Investor's 
Research  Central  offers  the 
skinny  on  companies,  as 
provided  by  Hoover's,  Zacks 
Investment  Research, 
Morningstar,  and  others, 
although  you  must  be  a 
subscriber  for  access  to  some 
of  the  information.  Investor 
also  featui-es  original  articles 
by  staff  or  freelance  writers. 

Several  onhne  publications 
boast  articles  produced  by  a 
network  of  journalists.  A  lot 
of  favorable  buzz  surrounds 
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The  Street.com,  which  aims 
to  break  news,  and  which 
features  pungent  commen- 
tary from  co-chairman  James 
J.  Cramer,  a  hedge-fund 
manager. 

And  although  some  may 
find  its  opening  screen  a  bit 
busy,  SmartMoney  Interac- 
tive is  well  worth  the  $49 
annual  subscription  price,  es- 
pecially considering  that  the 
online  sites  of  its  Dow  Jones 
siblings.  The  Wall  Street 
Journal  and  Barron's,  are 


included  in  the  deal.  The 
rate  drops  to  $29  if  you 
subscribe  to  Smart  Money 
magazine  or  The  Journal. 
You'll  be  able  to  find  articles, 
personal-finance  advice,  and 
stock,  mutual-fimd,  and  fixed- 
income  recommendations. 
One  nice  feature  is  Pundit 
Watch,  which  assesses  the 
batting  averages  of  10 
market  soothsayers. 

You'll  also  find  solid  news 
coverage  at  CBS  Market- 
Watch,  a  joint  product  of  CBS 


News  and  Data  Broadcast- 
ing Corp.  Serious  traders 
willing  to  pay  $79  pei'  month 
(plus  exchange  fees)  get 
stand-alone  software,  stream- 
ing real-time  data,  and  E- 
mail  or  pager  alerts  on 
volume,  price,  bid/ask,  and 
other  market  changes. 

Investors  who  want  access 
to  a  wide  variety  of  research 
reports  and  investment 
newsletters  without  taking 
on  annual  subscriptions  to 
each    should    check  out 


iNVESTools.  You  can 
a  company  or  fund  n.j 
bring  up  a  list  of  ai' 
Depending  on  the  nti's 
ter,  you  can  read  then 
a  la  carte  basis  for  a' 
as  500.  Among  the 
publications  that 
available:  Hulbert 
mance  Profiles,  Mom\ 
Mutual  Funds  OnDe 
and  The  Options  At 
Even  in  the  good  old 
your  broker  never  ga' 
all  that.      Edward  C 


W  mill  (2! 


SMART  MONEY 


THE  WHOLE 
WIDE  WORLD 
IN  YOUR  WEB 

As  anyone  trying  to 
keep  track  of  Asian 
stocks  or  mutual 
funds  in  this  time  of 

turmoil  knows,  investing  on 
the  other  side  of  the  globe 
takes  more  legwork  than 
buying  shares  in  the  U.  S. 
Until  now,  international  re- 
search was  priced  out  of  the 
reach  of  small  investors.  But 
thanks  to  the  Internet,  that's 
changing.  News,  stock  prices, 
and  brokerage  research  are 
available  online,  in  many  cas- 
es for  free. 

For  a  good  general 
over-view,  stop  at  the  Global 
Economic  Foram  mn  by 
Morgan  Stanley,  Dean  Wit- 
ter, Discover  (table). 
For  a  limited  time, 
the  investment 
hank  is  provid- 
ing ft'ee  access 
to  daily  com- 
mentaries from 
its  forecasters, 
including  Chief 
Economist 
Stephen  Roach. 
While  much  of 
the  analysis  is  de- 
voted to  broad  eco 
nomic  conditions, 
Moi'gan  often 
shares  its  opinions 


about  the  direction  of  stocks, 
bonds,  and  currencies.  At  the 
moment,  they  are  mildly 
bearish  on  GeiTnan  stocks 
and  bullish  on  Pein. 

Another  good  som-ce  is  the 
mainstream  press.  If  there's 
a  paper  of  record  for  global 
business,  it's  London's  Fi- 
najicial  Times.  On  the  Web, 
the  FT  provides  selected  arti- 
cles from  that  day's  paper,  an 
archive  of  special  reports  on 
countries  including  Hong 
Kong  and  India,  and  financial 
pi'ofiles  of  8,500  companies 
worldwide.  While  access  to 
the  FT  site  is  free,  you  fii'st 
must  fill  out  one  of  the  most 
tedious  registration  forms 
ai-ound.  At  The  Wall  Street 
.Journal's  site 

(www.wsj.com),  you  get  the 
full  text  of  the 
paper's  U.S., 
European,  and 
Asian  editions. 
The  cost  is  $49 
a  year,  or  $29  if 


you're  a  print  subscriber. 

While  free  quotes  for  U.  S. 
stocks  flow  like  water  on  the 
Web,  finding  international 
quotes  can  be  harder.  Siu'- 
prisingly,  the  most  compre- 
hensive source  foi-  interna- 
tional c}uotes  is  the  Web  site 
of  The  Washingtmi  Post — al- 
though you  have  to  dig  deep 
to  locate  them.  (Click  on  "In- 
temational,"  then  "Stocks.") 
SKEPTICISM.  CiUTency  crises 
in  Indonesia,  South  Korea, 
and  Thailand  have  shattered 
many  stock  markets  and 
prompted  investors  to  flee 
Asia.  But  contrarians  ai'gue 
that  the  sell-off  has  created 
opportimities  for  investoi-s.  If 
you'd  like  to  sift  through  the 
Asian  rubble,  there  ai-e  a 
number  of  useftil  sites.  At 


Do  the  Legwork  on  the  Screen 


SITE/ADDRESS  (http://) 

SPECIALTIES 

ASIA  ONLINE  FINANCE 

www.asiaonlinefinance.com 

For  $32  a  month,  financial 
data,  charts,  and  stock  picks 

,  FAR  EASTERN  ECONOMIC 
*  REVIEW  www.feer.com 

Asian  business,  finance, 
economics,  and  politics 

'  FINANCIAL  TIMES 

www.ft.coni 

Selected  articles,  profiles 
of  8,500  global  companies 

MORGAN  STANLEY  GLOBAL 
ECONOMIC  FORUM 

www.ms.com/gef.html 

A  daily  survey  of  major 
economies 

PRONET 

www.pronet.ca 

Links  to  stock  exchanges 
in  Africa,  Venezuela,  and 
59  other  countries 

TRADER'S  HAVEN 

www.tradershaven.com 

Megasite  with  links  to 
sites  from  76  countries 

ViTASHINGTON  POST 

www.washingtonpost.com 

Delayed  stock  quotes  for 
companies  worldwide 

the  Far  Eastern  Ecorm 
i2..^.^>,aHongKongw  ||||| 
pubhshed  by  Dow  Jones  • 
you'll  find  articles  organi 
by  countiy  or  industry—      :  .j. 
most  with  a  Western  sk(     . ,  j 
cism  that's  often  missing 
the  local  press.  Recent  a  '^'^^^ 
cles  question  whether  A  IMS  :.i 
upstart  carmakers  vrill  si  KIOIIS  n.j 
vive  the  ciisis  and  say  'V 
nam's  debt  problems  arej,,,, 
worse  than  believed. 

If  you're  willing  to  anil 
$32  a  month,  Asia  Online! 
nance  provides  buy  and 
recommendations  fi'om 
Kong's  Pereginne  Group,  | 
plus  two  years  of  price 
chails  and  five  years  of  1 
nancial  data  for  compani^ 
listed  on  three  Asian  ex-  !!!!WENSr 
changes  of  your  choice.  Iliiti : 
Unless  you!  Umm 
dealing  with  c 
of  the  more  tl 
1,000  foreign  ( 
panies  that  ar^ 
listed  on  U.S, 


ma* 


have  to  buy 
national  stool 
the  old-fashior 
way:  by  callinj 
your  broker,  ^  k  i5  9  .5 
will  place  the 
der  manually, 
who  knows?  A 
the  Internet  0 
tinues  to  expa 
it  may  be  only 
matter  of  time 
fore  you'll  be  { 
to  trade  stocks 
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Less  Week  Index 


ON  INDEX 


last  week  0,b"'o 
last  year:  7.1% 


PRODUCTION  INDICATORS 


DDUCTION  INDEX 

Nov.  29=127,7  — 
1992=100 


Mar.  July  Nov. 

1997  1997  1997 

4-week  moving  average 

index  was  up  in  the  vneek  ended  Nov.  29,  while  the 
X  fell  0.1%  to  128,3,  from  128,4,  After  seasonal  ad)UStment, 
teel  was  up  10,4%,  Autos,  trucks,  and  coal  also  posted  gams, 
vas  down  2,9%,  with  a  10,1%  weekly  decrease  of  available 
outh  Central  region.  Rail-freight  and  lumber  production  were 
monthly  index  for  November  was  127.7,  up  0.9%  from  126.6 
up  7.1%  from  a  year  ago. 

jpyright  1997  by  The  McGraw-Hill  Companies 


NDICATORSi 


(12/5)  S&P  500 


LATEST 
WEEK 


WEEK 
AGO 


YEARLY 
%  CHG 


983,79     955.40  33.0 


IND  YIELD.  Aaa  (12/5) 

6.81%  6.83% 

-4.1 

ATERIALS  PRICES  (12/5) 

100,4  101,9 

-6.0 

LURES  (11/28) 

NA  NA 

NA 

.OANS  (11/26)  billions 

NA  NA 

NA 

f,  M2  (11/24)  billions 

$4,000.3  $3,993.8r 

5.4 

S.  UNEMPLOYMENT  ( 1 1/29)  thous.     303  306 

-9.0 

rd  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100), 
Labor  Dept. 


RATES 


LATEST 


WEEK  YEAR 


WEEK 

AGO 

AGO 

IS  (12/9) 

5,29% 

5.55% 

5.17% 

WPER  (12/9)  3-month 

5,73 

5.71 

5.44 

OF  DEPOSIT  (12/10)  3-month 

5,81 

5.80 

5.44 

GE  (12/5)  30-year 

7,35 

7,36 

7.67 

lORTGAGE  (12/5)  one-year 

5.72 

5,71 

5.66 

8.50 

8.50 

8.25 

I  Reserve.  HSH  Associates,  Bloomberg  Financial  Markets 


STEEL  (12/6)  thous.  of  net  tons 

LATEST 
WEEK 

2,162 

WEEK 
AGO 

2,234# 

YEARLY 
%  CHG 

12.0 

AUTOS  (12/6)  units 

130,911 

73,225r# 

6.0 

TRUCKS  (12/6)  units 

145,242 

86,282r# 

6.8 

ELECTRIC  POWER  (12/6)  millions  of  kilowatt-hrs 

62,978 

60,073# 

0,4 

CRUDE-OIL  REFINING  (12/6)  thous  of  bbl  /day 

14,851 

14,919# 

3,3 

COAL  (1 1/29)  thous.  of  net  tons 

20,431# 

21,089 

11,2 

LUMBER  (11/29)  millions  of  ft. 

282, 3# 

480.3 

-15,3 

RAIL  FREIGHT  (11/29)  billions  of  ton-miles 

24. 1# 

27.6 

5,2 

Sources:  American  Iron  &  Steel   Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPAi,  SFPA2,  Association  of 
American  Railroads 

PRICES 

GOLD  (12/10)  $/troy  oz. 

LATEST 
WEEK 

286.300 

WEEK 
AGO 

293.000 

YEARLY 
%CHG 

-22,3 

STEEL  SCRAP  (12/9)  #1  heavy,  $/ton 

131.50 

143.50 

12,9 

COPPER  (12/5)  c/lb. 

84.1 

87.2 

-22,4 

ALUMINUM  (12/5)  <z/ib. 

77.3 

77.8 

6.9 

COTTON  (12/5)  strict  low  middling  1-1/16  in.,  c/lb,  66.14 

67.83 

-7.9 

OIL  (12/9)  $/bbl. 

18.47 

18.61 

-24.4 

CRB  FOODSTUFFS  (12/9)  1967=100 

247.87 

248.98 

8.8 

CRB  RAW  INDUSTRIALS  (12/9)  1967=100 

310.29 

318.27 

-6.5 

Sources:  London  Wednesday  final  setting,  Chicago  m 
market,  NYMEX,  Commodity  Research  Bureau 

arket,  Metals 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (12/10) 

LATEST 
WEEK 

128.90 

WEEK 
AGO 

128.60 

YEAR 
AGO 

112.82 

GERMAN  MARK  (12/10) 

1.78 

1.77 

1.54 

BRITISH  POUND  (12/10) 

1.65 

1.68 

1.66 

FRENCH  FRANC  (12/10) 

5.97 

5.92 

5.22 

ITALIAN  LIRA  (12/10) 

1744.5 

1734.5 

1525.5 

CANADIAN  DOLLAR  (12/10) 

1.42 

1.42 

1.36 

MEXICAN  PESO  (12/10) 

8.139 

8.125 

7.892 

TRADE-WEIGHTED  DOLLAR  INDEX  (12/10) 

109.4 

108.4 

98.6 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars.  Trade-weigtited  dollar  via  J,P,  Morgan 


le  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
stern  Wood  Products  Assn,       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


^EK  AHEAD 


»RODUCTION 

15,  9:15  a.m. EST>-  Industrial 
icreased  a  strong  0,6%  in 

top  of  a  0.5%  jump  in  October, 
lian  forecast  of  economists  sur- 
nternational,  one  of  The 
ompanies.  The  average  operat- 
iustry  probably  edged  up  to 
54.3%  in  October. 

iRTS 

16,  8:30  a.m. EST>-  Housing 

'  fell  slightly  to  an  annual  rate 
1  in  November.  In  October, 
tedly  rose  1.4%,  to  a  1.53  mil- 
ing  job  grov»/th  and  income 
ng  housing  demand. 


CONSUMER  PRICE  INDEX 

Tuesday,  Dec.  16,  8:30  a.m. est>  Consumer 
prices  for  all  goods  and  services  likely 
increased  0.2%  in  November,  the  same  gam 
posted  in  October.  Similarly,  core  prices, 
which  exclude  food  and  energy,  likely  rose 
0.2%  in  November,  the  same  as  in  October. 

FOMC  MEETING 

Tuesday,  Dec.  16^-  The  Federal  Reserve's 
Federal  Open  Market  Committee  w^ill  likely 
hold  short-term  interest  rates  steady.  Unlike 
the  unanimous  mms  survey  before  the  Nov.  12 
meeting,  how/ever,  the  forecast  for  no  rate 
hike  IS  divided.  At  least  one  economist 
expects  the  Fed  to  raise  the  federal  funds 
rate  by  a  quarter  point,  to  5.75%. 


INTERNATIONAL  TRADE 

Thursday,  Dec.  18,  8:30  a.m. est>  The  trade 
deficit  was  likely  little  changed  in  October, 
from  September's  $11.1  billion  gap.  Both 
exports  and  imports  probably  rose  slightly.  In 
September,  exports  fell  0.7%,  v^hile  imports 
increased  1.2%.  Trade  has  been  a  drag  on 
growth  even  before  the  Asian  crisis  threat- 
ened to  curtail  U.  S.  exports,  and  it  w/ill  likely 
hurt  growrth  in  1998. 

FEDERAL  BUDGET 

Thursday,  Dec.  18,  2  p.m.EST>  The  Treasury 
Dept.  is  likely  to  report  a  budget  deficit  of 
$27.9  billion  for  November,  says  the  mms 
survey.  That's  $10  billion  less  than  the  gap  of 
November,  1996. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Advanced  Micro  Devices 

(AMD)  20,  70 
AEA  Investors  44 
Aerospatiale  59 
AES  Technology  70 
Ahmanson  (H,F.)  (AHM)  44 
Alcatel  Alsthom  (ALA)  92 
Alex^  Brown  (BT)  44 
American  Airlines  (AMR)  93 
American  Financial  Group 

(AFG)  61 

Amencan  Hentage  Homes  61 
American  Software  (AMSWA)  92 
Amentech  (AIT)  44 
AMF  Bowling  Worldwide  86 
Aplio  92A 

Apollo  Group  (APOD  96 
Apple  Computer  (AAPL)  12 
Arthur  Andersen  40 
Asia  Online  Finance  106 
AT&T(T)  32,40,44 

B 


Bank  Julius  Baer  52 
BankofTokyo-Mitsubishi  110 
Barclays  Bank  52 
Bell  Atlantic  (BEL)  44 
Bernstein  (Sanford  C.)  70 
Bishops  Estate  86 
Blackstone  Graup  92 
Bloomberg  104 
Boeing  (BA)  49,  59 
Bozell  Jacobs  Kenyon  & 
Eckhardt  40 
British  Aerospace  59 
British  Nuclear  Fuels  79 
British  Petroleum  (BP)  86 


Donaldson  Lufkin  &  Jenrette 

(DU)  8,82 
Dongbang  Peregnne 

Securities  48 

Dow  Jones  (DJ)  6,44,104,106 
DresdnerBank  52 
DuPont(DD)  92 


Eastman  Kodak  (EK)  68,110 
EchoStar  Communications 
(DISH)  82 

Edgecomb  Steel  of  New 
England  92 

Elexsys  International  (ELEX)  92 
Eli  Lilly  (LLY)  44 
Eurotunnel  17 
Executive  Jet  86 
Exxon  (XON)  70 


Federated  Investors  36 

Fidelity  Investments  104 

First  Call  70 

Foote  Cone  &  Belding  40 

Ford(n  12,92 

France  Telecom  59 

Fu|i  Photo  Film  (FUJIY)  68,110 

G 


Cadillac  Fairview  86 
Catalyst  44 
Cathay  Pacific  49 
CBS  104 

CheckFree  (CKFR)  104 
Christies  International  44 
Chrysler  (C)  12,40 
Circuit  City  Stores  (CO  70 
Circus  Circus  (CIR)  36 
Cisco  Systems  (CSCO)  70, 92 
Citibank  (CCD  110 
Citicorp  (CCD  40 
CNN  104 
Coca-Cola  (KO)  92 
Comcast  (CMCSK)  82 
Compaq  Computer  (CPQ)  70 
Consolidated  Gold  Fields  92 
Coors  (ACCOB)  40 
Covington  &  Burling  34 
Cowen  70 
Credit  Suisse  52 
Cyrix  (CYRX)  20,70 


Daimler-Benz  Aerospace 
(DAI)  59 

Data  Broadcasting  (DBCC)  104 
DCS  Communications  (DIGI)  92 
Delta  Air  Lines  (DAL)  93 
Deutsche  Bank  52, 110 
Deutsche  Morgan  Grenfell  48 
Deutsche  Telekom  86 


Gamda  Indonesia  49 
General  Electric  (GE)  70 
General  Motors  (CM)  12,82 
Goldman  Sachs  52,86 
Gomez  Advisors  104 
Grand  Casinos  (GND)  36 
Greenhouse  42 
Green  Tree  Financial  36 
Graupe  FCA!  40 
GTE  (GTE)  44 

H 


Hambrecht  &  Quist  (Ht/Q)  44 
Hewlett-Packard  (HWP)  70 
HFS(HFS)  36 
Hoenig  28 
Honda  (HMO  6,12 
HSBC  Holdings  86 
HSBC  James  Capel  50 

I 


Janus  Capital  93 

Jardine  Fleming  Securities  48 

Johnson  (S  C.)  40 


King  World  Productions 
(KWP)  36 
Kinkos  86 
Kmart  (KM)  36 


Knowledge  Universe  96 
Korean  Air  49 


LaSalle  Steel  (IMAC)  92 
Law  &  Economics 
Consulting  93 
LCI  Compiter  Group  79 
Lehman  Brothers  (LEH)  52 
Lens  36 
Levi  Strauss  40 
Upper  Analytical  Services  52 
Lockheed  Martin  (LMD  79 
Logility  92 

Long-Term  Credit  Bank  of  Japan 
52 

LOreal  40 

Lucent  Technologies  (LU)  92 
M 


IBM  (IBM)  6,12,20,36,70,79 

Impenal  Chemical  Industries 
(ICI)  86 

Independent  Strategy  48 
Indian  Broadcasting  59 
Indoswiss  Aviation  49 
Institutional  Shareholder 
Services  36 
Intel  (INTO  20,  70,  76 
InterEd  96 

Intemational  Data  70 
Interpublic  Group  40 
Intuit  (INTU)  104 


Malaysian  Airlines  49 
McGraw-Hill  (MHP)  104.107 
McKinsey  52, 86 
Merrill  Lynch  (MER)  44, 49, 52, 
86 

Micro  Design  Resources  70 
Microsoft  (MSFD  8, 20, 34, 44, 

70, 76, 82,104 
Micro  Solutions  20 
Mirage  Resorts  (MIR)  36 
MMS  International  (MHP)  104, 

107 

Moody's  Investors  Service 
(DNB)  86 

Morgan  (J.P)  (JPM)  44, 52 
Morgan  Stanley  Dean  Witter 
(MWD)  52,86,106 
Morningstar  (MSTR)  104 
Motorola  (MOT)  79 
Multimedia  European  Center  8 

N 


National  Semiconductor 
(NSM)  70 

National  Westminster  Bank 
(NW)  52 

NationsBank  Montgomery 
Securities  (NB)  44, 92 
NBC(GE)  44 
Nestle  40 

Netscape  Communications 

(NSCP)  34,  70 
News  Corp.  (NWS)  82 
Niagara  (IMAC)  92 
Nikko  Securities  (NIKO)  6 
Northern  Telecommunicahons 

(NT)  92 

Northwest  Airlines  (NWAC)  93 
Novell  (NOV!)  34 


Oracle  (ORCL)  36, 44, 70, 96 


Packard-Bell/NEC  70 
PaineWebber  93 
Pearl  Meyer  &  Partners  36 
Peregnne  Group  48, 106 
Philip  Moms  (MO)  44 
Pitney  Bowes  (PBI)  44 
Polo/Ralph  Lauren  86 
Primestar  Partners  82 
Property  &  Portfolio 
Research  61 
Prudential  Insurance  61 
Publicis  40 


Questor  8 

Qwest  Communications 
(QWST)  44 


Reader's  Digest  (RD| 
Reebok  (RBK)  44 
Renault  59 
Reuters  104 
RJR  Nabisco  (RJR) 
Robertson  Stephens' 
Rollerblade  86 


Sabena  Worid  Airlinq 
Salomon  Smith  Ban 

(TRV)  37,44,86 
Sanmina  (SANM)  9:|j 
SBC  Warburg  86 
Schwab  (Charies)  (? 
Sears (S)  44 
Secunties  Data  86  | 
Singapore  Airlines 
Societe  Generate  S2{ 
Softbank  6 
Sotheby's  (BID)  44 
Standard  &  Poor's  ( 
State  Street  Researal 
Strategic  Advisors 

Intemational  37 
Strategic  Alliances  ( 
Subaru  12 
Sumitomo  Bank  86 1 
Sun  Microsystems  (S| 
Swissair  93 
Swiss  Bank  86,110 


Tele-Communication: 
aCOMA)  82,96 
Teleport  Communical 
(TCGI)  44 
Tellabs  (TLAB)  92 
Texas  Instruments  (T 
Thomson  Investors  N 
3Com  (COMS)  92 
Time  Warner  Om)  ' 
Toyota  aOYOY)  6, 1 
Travelers  (TRV)  36, 
True  North  Communii 
(TWO)  40 

U 


UBS  Securities  70 
Unicom  93 
Unilever  86 
Unimet  92 
Union  Bank  of  Switze 
110 

United  Airlines  (UAL) 
United  Bank  of  Swil 
56 

Universal  Card  Servi 
U.S.  Satellite  Broadci 


!  Is  Item 


Viacom  (VIA.B)  36.4 
Visio  34 

W 


Walt  Disney  (DIS)  36 
Warburg  Dillon  Read 
Warburg  (S.G.)  52 
Wamaco  Group  (WAC) 
Weitzman  Group  61 
Westin  Hotels  &  Reso 
Whitehall  86 
Winterthur  52 
Wynnefield  Capital  9 

Y 


Yahoo!  (YHOO)  104 
Yaohan  48 


Zacks  Investment  Res 
Ziff-Davis  Publishing 
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tment  Figures  of  the  Week 


%  change 


)ec.  Dec.  4-10 


369.73 


r  the  week  in  re- 
nings  disappoint- 
\ittish  markets  in 
tumbled  almost 
m  to  22'K6,  on 
i  volume  of  172 
nost  ever  for  any 
igle  day.  This  trig- 
ne  throughout  the 
.ending  the  tech- 
composite  index 
'/o  from  Dec.  8  to 
declme  in  the  Dow 
er  those  two  days 
ly  1.6%.  Oxford 
was  another  vic- 
arnings,  dropping 
week. 


U.S.  MARKETS 

Latest 

Week 

Year 

Dow  Jones  Industrials 

7978.8 

-0.7 

24.6 

NASDAQ  Combined  Composite 

1596.6 

-1.1 

22.0 

S&PMIdCap400 

328.0 

-0.2 

29.5 

S&P  SmallCap  600 

179.0 

-0.2 

24.3 

S&P  SuperComposlte  1500 

208.2 

-0.6 

30.5 

%  change 

SECTORS 

Latest 

Week 

Year 

Bloomberg  Information  Age 

295.4 

-2.4 

26.1 

S&P  Financials 

118.9 

-0.1 

46.4 

S&P  Utilities 

220.4 

0.3 

12.1 

PSE  Technology 

295.5 

-3.1 

16.9 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

Year 

London  (FT-SE  100) 

5130.7 

3.2 

28.8 

Frankfurt  (DAX) 

4117.3 

0.8 

44.9 

Tokyo  (NIKKEI  225) 

16,478.1 

-0.6 

-19.9 

Hong  Kong  (Hang  Seng) 

11,022.4 

-1.7 

-16.4 

Toronto  (TSE  300) 

6754.5 

1.1 

16.8 

Mexico  City  (IPC) 

5045.4 

-1.6 

55.6 

FUNDAMENTALS 


Utest 


Week 
ago 


Year 
ago 


S&P  500  Dividend  Yield  1.57% 

S&P  500  P/E  Ratio  (Last  1 2  mos.)  24.6 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*  1 9.3 
First  Call  Earnings  Revision* 

TECHNICAL  INDICATORS  Latest 


1.57% 

24.6 

19.1 


-1.35%  -1.01% 


Week 
ago 


1.95% 
20.8 
16.1 
-0.52% 

Reading 


S&P  500  200-day  average  885.0  880.8  Positive 

Stacks  above  200-day  average  70.0%    69.0%  Neutral 

Options:  Put/call  ratio  0.51       0.60  Negative 

Insiders:  Vickers  Sell/buy  ratio  2.56       2.75  Negative 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


Manufactured  Housing 
Airlines 

Long-Distance  Telecom. 
Regional  Telephone  Cos. 


29.8  Trucking  162.9 

16.3  Invest.  Banking/Brokerage  88.3 
13.8  Savings  &  Loans  72.9 

12.4  Drug  Chains  60.8 


Invest.  Banking/Brokerage  1 1 .7  Oil-Weil  Equip.  &  Svcs.  60.7 


WORST-PERFORMING  Last 


GROUPS 


month  % 


Last  12 
months  % 


Gold  Mining 
Oil  &  Gas  Drilling 
Metals 

Photography/Imaging 
Leisure  Time 


-15.6 
-14.9 
-14.6 
-9.8 
-9.7 


Gold  Mining 
Engineering  &  Constr. 
Metals 

Photography/Imaging 
Shoes 


-44.3 
-39.2 
-33.5 
-27.4 
-17.3 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Texas  Instruments 

45  V4 

-a'*)  6 

Schlumberger 

85  V2 

-3*4 

Smith  International 

71 

-6*8 

Cliffs  Drilling 

62 

-15*16 

in 

77 '/8 

-*16 

Helmerlch  &  Payne 

73^16 

-SVs 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Intel 

75^8 

V2 

3Com 

37^8 

1*16 

WorldCom 

33% 

2*8 

Applied  Materials 

33*16 

1*16 

Boeing 

50*4 

4V8 

Dell  Computer 

93'*i6 

18*16 

BOND  INDEX 

Dec.  Dec.  4-10 


I 


:  1594.38 
■  1585 


1-week  change 
-0.6% 


g  Financial  Markets 


UNDS 


JS  Diversified  ■■  All  Equity 
52-we€k  total  return 


KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

5.20 

5.18 

4.95 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.20 

5.26 

4.96 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

B-MONTH  BANK  CDS 

5.21 

5.20 

4.99 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.50 

5.53 

5.49 

GENERAL  OBLIGATIONS 

4.50% 

4.53% 

5.08% 

5.11% 

10-YEAR  TREASURY  NOTES 

5.87 

5.83 

6.38 

PERCENT  OF  TREASURIES 

76.56 

77.85 

83.63 

85.00 

30-YEAR  TREASURY  BONDS 

6.07 

6.02 

6.61 

TAXABLE  EQUIVALENT 

6.52 

6.57 

7.36 

7.41 

LONG-TERM  AA  INDUSTRIALS 

6.63 

6.55 

7.17 

INSURED  REVENUE  BONDS 

4.60 

4.63 

5.27 

5.30 

LONG-TERM  BBB  INDUSTRIALS  7.03 

6.97 

7.64 

PERCENT  OF  TREASURIES 

78.26 

79.57 

86.76 

88.16 

LONG-TERM  AA  TELEPHONES 

7.02 

6.96 

7.32 

TAXABLE  EQUIVALENT 

6.67 

6,71 

7.64 

7.68 

EQUITY  FUNDS 

EQUITY  FUND  CATEGORIES 

Leaders 

Laggards 

Leaders 

Laggards 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Wright  EquiFd. -Mexico 

14.6 

Matthews  Korea 

-44.9 

Latin  America 

9.7 

Precious  Metals 

-21.1 

Wright  EquiFd. -Hong  Kong 

14.0 

Blanchard  Precious  Metals 

-31.6 

Financial 

7.7 

Natural  Resources 

-6.7 

T.  Rowe  Price  Latin  America 

13.8 

Midas 

-29.1 

Utilities 

5.5 

Japan 

-1.1 

Govett  Latin  America  A 

13.1 

Fidelity  Sel.  American  Gold 

-26.2 

Large-cap  Blend 

4.5 

Diversified  Emerging  Mkts. 

-0.9 

Guinness  Flight  China 

12.6 

Invesco  Strategic  Gold 

-26.2 

Communications 

4.3 

Technology 

-0.7 

Leaders 

Laggards 

Leaders 

Laggards 

52-week  total  return 

% 

S2-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

Lexington  Troika  Russia 

70.2 

Matthews  Korea 

-63.6 

Financial 

45.0 

Precious  Metals 

-48.8 

Fidelity  Sel.  Brokerage 

67.3 

Midas 

-62.8 

Small-cap  Value 

29.5 

Pacific/Asia  ex-Japan 

-27.1 

Fidelity  Sel.  Energy  Serv. 

63.6 

U  S.  Global  Investors  Gold 

-61.1 

Real  Estate 

28.1 

Diversified  Pacific/Asia 

-21.8 

Evergreen  U.S.  Real  Est.Y 

61.5 

Invesco  Strategic  Gold 

-60.9 

Large-cap  Blend 

27.5 

Japan 

-18.1 

Hartford  Cap.  Apprec  A 

60.7 

Morgan  Stan.  Instl.  Gold  A 

-59.6 

Mid-cap  Value 

27.3 

Diversified  Emerging  Mkts. 

-1.4 

narl<et  close  Wfednesday,  Dec.  10.  1997,  unless  otherwise  indicated.  Industry 
^  500  companies  only.  Fundamentals,  tectinical  indicators,  Bloomberg  mon- 
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Editorials 


THE  YEAR  OF  THE  PUNCTURED  MYTH 


We  all  live  by  our  conventional  wisdoms.  This  is  as  true 
in  economic  life  as  it  is  in  everything  else.  From  time 
to  time,  these  verities  are  unmasked  as  partial  truths  or 
myths.  Perhaps  they  may  have  v^^orked  once,  but  not  today. 
Perhaps  not  ever.  Asia's  collapse  and  America's  resilience 
are  puncturing  a  whole  series  of  beliefs.  No  one  is  being 
spared,  be  they  conservatives  or  liberals.  Old  Economy  be- 
lievers or  New  Economy  converts.  Here  are  a  few: 

■  Myth  No.  1:  Countries  with  high  savings  rates  do  better  than 
countries  with  low  ones.  Well,  the  U.  S.,  with  its  anemic  sav- 
ings, has  had  several  years  of  high  grovii^h,  profits,  and  jobs 
vdth  little  inflation  while  Japan,  for  all  its  savings,  has  stag- 
nated. South  Korea,  Thailand,  and  Indonesia,  for  all  their  sav- 
ings, have  stumbled  badly.  Why?  Efficiency.  Asia's  crony  cap- 
italism, with  friends  and  family  getting  loans  from  politicians 
and  bureaucrats,  has  grave  limitations.  The  efficient  use  of  cap- 
ital, not  just  the  sheer  size  of  the  savings  pool,  is  critical. 

■  Myth  No.  2:  Less  regulation  is  always  better  than  more  reg- 
ulation. Just  get  the  government  out  of  the  way  and  the 
economy  will  soar.  Right?  Well,  the  Asian  mess  is  due  in  no 
small  measure  to  the  total  lack  of  bank  supervision  around  the 
Pacific  Rim.  Banks  made  nonsense  loans  to  companies  making 
nonsense  investments.  The  result  was  overcapacity  from 
chips  to  cars  and  real  estate  bubbles  that  bui'st  fi'om  Bangkok 
to  Shanghai.  A  modicum  of  government  oversight  is  needed  to 
referee  markets  and  make  sure  they  play  by  the  rules. 

■  Myth  No.  3:  Long-term  planning  is  better  than  short-term. 
Eui-opean  and  Asian  industrial  policy  was  supposed  to  provide 


patient  capital  for  the  long  run.  America's  quarterly 
ments  were  supposed  to  force  companies  to  run  thei 
nesses  for  quick  profits.  Well,  Corporate  Europe  is  qui( 
structuring  to  focus  on  near-term  profits.  And  Asia's  a 
fall  from  economic  gr-ace  was  partly  caused  by  a  syste 
insulated  its  companies  from  market  forces.  It  turns  oi 
short-term  discipline  can  produce  long-teiTn  results. 

■  Myth  No.  4:  Big  trade  deficits  cost  jobs  and  hurt  wag( 
conventional  wisdom  is  that  mature  economies  running 
suffer  high  unemployment.  But  not  this  time.  The  U.  S 
deficit  is  soaring  to  near-record  levels  as  unemployn 
dropping  to  near-record  levels.  The  jobless  rate  is  dov 
mere  4.6%,  and  real  wages  are  up  sharply  over  the  i 
months.  So  a  high-gi'owth,  low-infiation  economy  ba 
technology  and  strong  fundamentals  can  trump  the 
tional  trade  wisdom. 

■  Myth  No.  5:  Size  counts,  especially  in  a  global  marke 
Quick,  what's  the  biggest  bank  in  the  world?  The  B 
Tokyo-Mitsubishi.  Does  that  strike  terror  in  Citibj' 
Deutsche  Bank?  Hardly.  Again,  the  efficient  use  of  j 
and  assets  is  more  important  than  size.  That's  a  - 
the  folks  at  Union  Bank  of  Switzerland  and  Swiss  Baiik  «i 
ought  to  remember  as  they  proceed  with  their  giant  mj 

Enough.  We've  dissed  all  sides,  ourselves  inchided.  T| 
ercise  should  humble  us  as  we  enter  the  new  year.  Ej 
down  with  their  conventional  wisdoms,  virtually  no  or! 
dieted  the  enormous  prosperity  of  1997.  Let's  hop(l 
make  the  same  kind  of  miscalculation  in  1998. 


FOR  ISOLATIONISTS,  A  KODAK  MOMENT 


The  backlash  against  globalization  that  is  gaining  mo- 
mentum in  the  U.  S.  can  only  be  helped  by  the  World 
Trade  Organization's  ruling  in  favor  of  Fuji  Photo  against 
Eastman  Kodak.  To  isolationists  in  Congress,  the  wro  ruling 
shows  that  globahzation  and  global  organizations  are  hannful 
to  America's  health.  It  justifies  their  defeat  of  fast  track  and 
then-  vote  against  more  money  for  the  International  Monetary 
Fund. 

Too  bad  the  Kodak  case  doesn't  merit  their  fulminations. 
The  truth  is  that  even  U.  S.  government  officials  believe 
that  Kodak  had  a  weak  case.  Out  of  14  previous  trade  dis- 
putes before  the  wro,  the  U.  S.  has  won  7  and  settled  the  rest 
to  its  satisfaction.  Of  the  two  specific  disputes  vrith  Japan,  the 
wro  decided  in  favor  of  Washington.  To  date,  the  U.  S.  has 
brought  more  (Quarrels  before  the  wro  than  any  other  country 
and  has  won  more  of  them  than  anyone  else. 

But  who's  listening  to  the  facts  these  days?  The  Asian 
njodel  of  authoritaiian  capitalism  is  in  full  retreat.  The  Amer- 
ican model  of  market  democracy  is  proving  superior.  Yet 
A-H'^rican  populists  on  the  left  and  the  right  prefer  to  act  as 


J.  And 


victims  rather  than  victors.  To  them,  globahzation  ha 
meant  weak  job  gi'oMh  and  stagnant  wages.  While  thi 
have  been  true  in  the  past,  it  certainly  isn't  happening 
In  fact,  with  the  U.S.  more  dependent  on  trade  thar  iownij 
real  wages  are  surging  and  unemployment  is  at  a  24-yei 

Japanese  protectionists  are,  if  anything,  even  more 
deaf  than  their  U.  S.  counterparts.  They  see  Fuji's  vict 
proof  that  they  don't  have  to  abandon  traditional  mercar 
Already,  members  of  the  ruling  Liberal  Democratic  Par  \\ 
backtracking  on  its  pledge  to  deregulate  the  financial  in( 
After  seven  years  of  stagnation  and  bad  bank  loans, 
was  expected  to  let  market  forces  cull  out  losers.  Not 
legislators  are  proposing  a  $77  billion  bailout  of  the  baiil 
opposite  of  the  market  purge  they  promised. 

Japan  should  be  cutting  taxes  on  consumers  and  d( 
lating  its  industries  to  get  the  economy  growing  again.  T 
temative  is  many  more  years  of  little  grovrth.  America,  S 
part,  should  build  on  the  success  of  market  capitalism.  ''^ 
not  the  time  for  Americans  to  be  acting  as  victims.  Nc^! 
the  time  to  be  sounding  a  retreat  from  free  trade. 
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3wn  is  light.  But  inch  for  inch,  Thinsulate'"  insulation  is  less  bulky  -  and  even 
.  And  unlike  down,  Thinsulate'"  insulation  won't  bunch,  is  hypo-allergenic,  and 
'ou  warm  even  under  damp  conditions.  It's  a  comfortable  result  of  a  unique 
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I J  The  Gi'eat  Bull  Market- 
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ince  this  time  last  year: 


We  attracted  over  250,000  new  shareholders,  growing 
to  over  $100  billion. 


Morningstar  recognized  onr  Domestic  Equity  Team  as 
masters  of  consistency,  risk  reduction,  and  fundamental 
stock  research.' 


We've  introduced  a  new  IRA  Analyzer  and  a  Retirement 
Planning  Analyzer — state-of-the-art  software  that  can 
help  investors  create  personalized  investment  solutions. 

Our  fund  managers'  average  15-year  tenure  with  the 
company  has  resulted  in  our  being  acknowledged  as 
one  of  the  most  stable  teams  in  the  industry. 

(Seems  our  time-honored,  consistent  style  of  investing  is  all  the  rage.) 
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call  single-copy  desk  at  609-426-5348. 
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CHOP  STOCKS 


CHECKING  OUT  A  PENNY-STOCK  KINGPIN 


ANOTHER  SHOE  HAS  DROPPED 

in  the  government's  cam- 
paign against  "chop  stock" 
micro-cap  stock  fraud. 
According  to  people  close  to 
the  inquiry,  the  FBI  and  a 
federal  grand  jury  in  Brook- 
lyn are  apparently  probing 
allegations  by  Ami'  "Tony" 
Elgindy  that  a  former  penny- 
stock  kingpin, 
Jordan  Belfort, 
briefly  owned  a 
hidden  interest 
in  E 1  g  i  n  d  y '  s 
Texas-based 
firm.  Key  West 
Securities. 
Belfort  was  for- 
merly head  of 
scandal-ridden 
brokerage  Strat- 
ton  Oakmont, 
and  sources  have  told  busi- 
ness WEEK  that  Belfort  has 
remained  active  behind  the 
scenes  in  several  Wall  Street 
firms  (Special  Report,  Dec. 


15).  Belfort  has  denied  the 
allegations.  He  could  not  be 
reached  for  further  comment. 

The  grand  jury  has  sub- 
poenaed documents  and  tapes 
of  phone  conversations  be- 
tween Elgindy,  Belfort,  and 
Robert  LoRusso,  who  El- 
gindy maintains  was  Belfort's 
"fi-ont  man"  in  buying  a  stake 
in  Key  West 
early  in  1997. 
(LoRusso  and 
Belfort  have  de- 
nied the  allega- 
tions.) According 
to  the  tapes, 
which  were 
excerpted  by 

BUSINESS  WEEK, 

Belfort  speaks  of 
an  alleged  bribe 
attemi)t  wWle  he 
headed  Sti'atton,  and  asserts 
that  "I  made  a  zillion  dollars 
off  my  deals."  Assistant  U.  S. 
Attorney  Joel  Cohen  declined 
all  comment.       Gary  Weiss 


WILD  BLUE  YONDER 

WILL  IT  FLY 

IN  PEORIA?  

A    GROUP    OF  .VIIDWESTERN 

businesses  has  found  a  neat 
little  solution  to  the  problem 
of  rising  airfai-es:  They're 
starting  their  own  airline. 
AccessAir,  whose 
investors  include  Cater- 
pillar and  Pioneer  Hi- 
Bred  International,  th 
world's  largest 
seed  company,  has 
so  far  raised  .$1.S 
million.  It  plans 
to  be  airborne 
this  spring, 
pending  Fed- 
eral Aviation 
Administration  approval. 

AccessAir  will  target  busi- 
ness travelers  seeking  low 
fares.  Initially,  it  will  fly  its 
three  regularly  scheduled 


737s  to  New  York  and  Los 
Angeles.  Flights  will  origi- 
nate in  Des  Moines,  Peoria, 
or  the  Quad  Cities  ai'ea  that 
includes  Davenport,  Iowa. 
Last-minute  fares  to  each 
coast  will  nm  about  .$500.  Big 
carriers,  by  contrast,  charge 
up  to  .$1,200 


on  the  New 
York-Des  Moines  route. 
AccessAir  says  it  will  avoid 
the  fate  of  Vanguai-d — a  cani- 
er  chased  out  of  the  mm'ket  in 
199(3  by  piice  wai's — by  steer- 
ing clear  of  hubs  such  as 
Chicago.      David  Leonhardt 


TALK  SHOW  UWe  should  have  a  commissioner  in  phu 
within  60  days.  We  have  really  narrowed  the  field." 

— Jerry  McMorris,  Colorado  Rockies '  owner  and  chairni  a  n  < 
Major  Leay  u  e  Baseball 's  commissioner  search  com  mittee 

 :  h 

combined  with  its  r.K^- 
quency  (rf)  knowhi 
company  could  domina^ 
$1.2  billion  electronic- w( 
equipment  market,  squ| 
out  rivals  itt  and  Raj 
which  make  only  rf  gd 
To  preserve  compe| 
Justice  may  force  Loc 
Martin  to  divest  up  td 
million  of  Northmp  Gni 


CORPORATE  COUPLINGS 

TRUSTBUSTERS  GET 
LOCKHEED  ON  RADAR 

THE  PROPOSED  $11.6  BILLION 

merger  between  Lockheed 
Martin  and  Northrup  Grum- 
man may  be  flying  into  storm 
clouds  at  the  Justice  Dept. 
BUSINESS  WEEK  has  learned 
that  Justice  is  focusing 
its  antitrust  review  on 
the  companies'  radai' 
and  electronic-warfare 
systems.  To  approve  the 
combination,  slated  to 
close  in  early  1998,  Jus- 
tice may  require  Lock- 
heed Martin  to  accept 
restrictions  that  would 
beneflt  its  competitors. 

Companies  such  as 
ITT,  Hughes  Electronics,  and 
Raytheon  could  be  badly  hurt 
if  Justice  doesn't  act,  say  in- 
dustry insiders.  Lockheed 
Martin  could  use  its  own 
radar  systems  in  its  militaiy 
aircraft,  locking  Raytheon 
and  Hughes  out  of  this  .$2  bil- 
lion market.  And  with  its  cor- 
ner on  infrared  technology. 


NORTHRUP  F-14: 7bo  madi  ai 


r /> 


assets,  says  James  McI 
an  industry  lawyer.  Thi 
may  also  require  it  toj 
outside  bids  for  some  siT 
tems.  Lockheed  Martii] 
Vance  Coffman  says 
while  it's  not  his  prefei 
it  won't  be  a  problem 
company  always  shops  f( 
best  buy.  Stan  t  '6f 


GREENHOUSE  GASES 


MOST  BOSSES  ARE  WORRIED,  AFTER  ALL 


ACCORDING  TO  CONVENTIONAL 

wisdom,  U.  S.  business  is 
firmly  opposed  to  taking 
steps  to  curb  global  warm- 
ing. But  a  new  BUSINESS 
WEEK/Harris  poll  suggests 
that  the  conventional  wisdom 
is  wrong.  Of  400  top  execu- 
tives polled,  59%  considered 
climate  warming  to  be  an 
"increasing  threat" — worri- 
some enough  for  govern- 
ments or  business  to  cut 
emissions  of  greenhouse 
gasses.  "The  business  com- 
munity is  realizing  that  we 
have  just  one  spaceship. 
Earth,  and  it  needs  to  be 
fixed,"  says  Ray  C.  Ander- 
son, CEO  of  Intei-face,  a  com- 
mercial carpet  maker. 

Those  in  transportation, 
communications,  and  utilities, 
however,  were  most  likely  to 


dismiss  worries  about  c 
ic  changes.  Moreover, 
Thomas  Stallkamp,  pres: 
elect  of  Chiysler,  the  | 
isn't  asking  industry  t( 
Consumei-s,  he  says,  ai'e 
er  to  the  global  warmi 
their  electric  blanket 
they  are  to  the  emissio 
the  air."  Jnlni  ( 

WHATT0D0AB0U1  i 
GLOBAL  WARMING 

Asked  of  400  senior  executr 
GOVERNMENT  REGULATION 


LET  BUSINESS  FIX  IT 
IT'S  NOT  A  PROBLEM 


DON'T  KNOW/DIDN'T  ANSWER 

DATA  LOUIS  HARRIS  &ASS0CIJ1 
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THERE 

IS 
NO 
MORE 
''BIG 
SIX/' 


There  are 
just  two 
major  players 
in  consulting 
today. 


Up  Front 


GOLDEN  HILL 


A  SUPER  SUNDAY  FOR  PARTY  ANIMALS 


NEED  A  TICKET  TO  THE  SUPER 

Bowl?  For  a  price,  Capitol 
Hill  pols  will  take  cai'e  of  you. 
Republican  fat  cats  can  call 
on  the  House's  National  Re- 
publican Congressional  Com- 
mittee for  a  $6,000,  five-day 
package  featuring 
tickets  to  the 
Jan.  25  game  in 
San  Diego,  a 
briefing  by  GOP 
lawmakers, 


cratic  Senatorial  Campaign 
Committee's  three-day  ex- 
travaganza. Some  details  are 
hush-hush,  but  it  is  open  for 
no  additional  charge  to  all 
members  of  the  committee's 
$15,000-a-year  "Leadership 
Circle."  Senate 
Dems  thought 
up  the  gimmick 
of  mingling 
football  and 
fund-raising 


and  four 
nights  at  the 
U.  S.  Grant 
Hotel,  named 
for  a  Republi 
can  President. 

The  House's  Democratic 
Congressional  Campaign  Com- 
mittee has  a  cut-rate  deal  for 
$5,000,  including  game  admis- 
sion, pregame  meals,  and  ac- 
tivities such  as  golf  or  tennis. 
The  biggest  bash:  the  Demo- 


mne  years  ago, 
and  the  two 
House  commit- 
tees copied  it. 
Lobbyists 
and  other  Wash- 
ington insiders  are  trying  to 
decide  which  party's  party  to 
attend.  "I'm  a  Republican," 
confides  one  corporate  lobby- 
ist. "But  frankly,  I  think  the 
Democrats  have  a  better 
deal."    Richard  S.  Dunham 


PRODUCT  PEEK 

WHERE  STARS  ARE 
BORN:  IN  THE  ARCADE 

STEP  INTO  THAT  BOOTH,  AND 

step  out  a  star!  That's  the 
lure  of  Star  Audition,  the 
hottest  arcade  game  in 
Japan.  Already,  Japanese 
teens  have  made  3  million 
attempts,  at  .$2.30  a  pop,  for 
a  three-minute  screen  test 
that  can  launch  them  on  a 
showbiz  career — without  the 
bother  of  driving  cabs  or 
waiting  tables. 

How  does  it  work?  A  digi- 
tal camera  record 
biz  wannabes'  re- 
actions to  such 
situations  as  drop- 
ping one's  favorite 
ice  cream  cone. 
Then,  aspirants 
have  to  mimic  a 
complex  rhythm, 
find  the  best  spot 
to  insert  a  line  in 
a  climactic  movie 
scene,  and  select 
a  humorous  an- 


STARSTRUCK:  TeeW6 


swer  to  a  random  question. 
All  receive  an  immediate 
score  and  a  printout.  The 
best  scores  can  be  forwarded 
to  a  top  Japanese  talent-man- 
agement firm,  and  the  final- 
ists appear  on  national  tele- 
vision. "I  was  so  lucky,"  says 
Satoslii  'Riunabuki,  16,  a  win- 
ner who  is  now  in  talks  with 
talent  agencies. 

Happier  still  is  the  game's 
maker,  Namco  Ltd.  Since 
Star  Audition  debuted 
in  September,  it  has  been 
so  popular  that  Namco  stock 
has  risen  8%  this  year 
as  Japan's  Nikkei  average 
has  nosedived.  "People's 
growing  desire 
to  be  expressive 
has  been  the 
most  important 
factor,"  says  Ya- 
suaki  Matsuda, 
the  game's  de- 
signer. "Young 
people  are  finding 
that  self-expres- 
sion, in  and 
of  itself,  is  fun." 
Miki  Tanikawa 


DRAWN  &  QUARTERED 


WHITE  OR  RED 
WITH  THAT  FODDER? 

EUROPEANS    HAVE  BEGUN 

registering  the  names  of 
some  traditional  foods  to  pro- 
tect them  from  imitators, 
ensuring  that  Parma 
ham,  for  instance,  real- 
ly comes  from  Parma 
and  is  traditionally 
made.    But  now,  the 
mandarins  of  the 
European  Union  have 
taken  food  labeling  to 
a  new  level,  solemnly 
registering  the  name 
not  of  a  cheese  or  a 
wine,  but  of  a  horse 
food.  The  EU,  in  its  wisdom, 
has  trademarked  hay. 

The  fii-st — and  so  far  only — 
animal  food  so  honored  is  Foin 
de  Crau,  literally  "hay  of  the 
plain,"  grown  in  southern 
France.  In  taste  tests,  say 


"It  wasn't  easy  to  get  p( 
to  take  oui'  request  ser 
ly,"  admits  Didier  Tronc, 
ident  of  the  Foin  de  ( 
Committee.  But  farmers, 
presumably  horses,  are 
they  did.    William  Echi 


THE  BIG  PICTURE 


ONCE  BURNED  The  hotel  industry  has  a  habit  of 
building  too  many  new  rooms  when  things  are 
going  well,  only  to  suffer  heavy  losses  when 
business  turns  down.  This  time  it  looks 
like  they  may  avoid  overbuilding. 


0  

■85  '87  '89  '91  '93  '95  '97  '99 
'-EST-' 

DATA,  COOPERS  &  LYBRANO  LLP,  FW,  DODGE 


FOOTNOTES  U.  S.  consumers  plan  to  buy  a  new  TV:  when  theirs  breaks,  38.3%;  when  digital  sets  become  available,  2. 
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ersenErnst&YoungPriceWaterhouseeoopers&LybrandKPMG. 


Deloitte  Consulting. 


ur  approach  is  different 


Our  results  are  different. 


And  that  difference  is  working. 


A  very  different  approach.  For  very  different  results 


«1 


Deloitte  &Touche  Consulting 

Group 


w  ww.dtcg.<om 
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Readers  Report 


EDITOR'S  NOTE 

In  a  joint  statement,  Julian  H.  Robertson, 
founder  of  Tiger  Management  Corporation, 
and  BUSINESS  week  announced  ttiat  they 
liave  reached  a  settlement,  and  Mr. 
Robertson  will  withdraw  his  libel  suit 
against  business  week.  No  money  or  other 
financial  consideration  is  involved. 
BUSINESS  week  acknowledged  that  predic- 
tions regarding  Tiger's  investment  per- 
formance included  in  its  Cover  Story  of 
Apr.  1,  1996,  "The  Fall  of  the  Wizard  of 
Wall  Street,"  with  the  sub-headline 
"Tiger:  The  Glory  Days  Are  Over,"  have  not 
been  borne  out  by  Tiger's  subsequent 
investment  performance,  which  included 
a  48%  gam  before  fees  (38.4%  after 
fees)  in  1996  and  a  67.1%  gain  before 
fees  (53.7%  after  fees)  through  Dec.  11, 
1997.  business  week  acknowledges  that 
these  results  under  Mr.  Robertson's 
management,  which  far  exceed  market 
averages  and  the  performance  of  ether 
leading  hedge  funds,  were  superior  by  any 
measure. 


THE  BEST  BOARD  IS 

AN  INDEPENDENT  BOARD  

"The  Best  and  Worst  Boards"  (Cover 
Story,  Dec.  8)  highlights  the  distinction 
between  gootl  corporate  governance  and 
good  corporate  performance.  Wliat  yoiu- 
survey  respondents  are  telling  Walt  Dis- 
ney Co.  CEO  Michael  D.  Eisner  is  that 
good  performance  is  no  substitute  for 
good  governance.  Instead,  the  process 
used  to  achieve  the  performance  (in- 
cluding the  governance  process)  mat- 
ters to  investors. 

Why  does  the  process  matter?  A 
company  can  excel  for  a  number  of  rea- 
sons, including  gTeat  people,  gi*eat  prod- 
ucts, or  gi'eat  processes.  When  I  buy 
Disney  stock,  I  want  to  know  that  I 
am  buying  moi-e  than  the  cmrent  CEO's 
talents,  as  outstanding  as  they  appeal"  to 
be.  Instead,  I  want  to  buy  a  stake  in  an 
organization  with  a  great  CEO  and  a 
gi'eat  governance  jjrocess.  If  the  next 


CEO  is  not  as  talented  as  Mr.  EisTXT'"^?^ 
least  I  know  that  the  govei-ii 
process  will  work  to  maximize  the-; 
and  company's  success. 

What  should  Disney  and  otheriiu 
panies  in  theii'  position  do?  Fix  th(W 
ernance  process,  particularly  thii«| 
ments  related  to  board  indepencja^ 
Until  a  strong,  independent  boaiT  >^ 
place,  investors  will  have  less  contir 
in  Disney's  ability  to  deliver  consign  jj|)[|KPf J 
fii'st-rate  I'esults. 

Dana  R.  Herm 
Director  of  ResBf.tiiarftvi 

Corporate  Governance  C  Rikigors 
Coles  College  of  Bus  iimCA 
Kennesaw  State  Univ 
Kennesa^ 


i': 


Your  article  on  "The  Best  and 
Boards"  was  well  done.  I  am  a  s 
supporter  of  independent  directori 
company.  Baker  Hughes  Inc.,  limilMjMreafo'. 

numbei'  of  inside  dii-ectors  on  its  t  M,wtfiiwe 

and  outside  directors'  fh-ms  are  b  ittvetog 

from  doing  consulting,  legal,  or  ii)aiotis«ii 

work  for  the  company.  Interlockir  loreuiiwi 


ivf  i"L 
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rectorships  are  also  out,  and  a 
tenure  rule  is  in  place. 

In  addition,  now  directors  are 
based  on  the  skills  needed  to  enl 
the  existing  board.  Baker  Hughes 
porate-governance  policy  has  beArg. 


as  Iter 

'li  tie  cold  i 
Ktheateuti 
'.he 

ice'a;,  r 


to  tlie  votei 
t  \i  'mi : 
imp!;'  tia' 


effect  since  1991,  which  makes  the 
pany  an  early  leader  in  impleme 
a  sound,  independent  policy. 

James  D.  Vtredbv* 
Chairman  Eme 
Baker  Hughes 
Hoi 


Congi'atulations  on  the  survey  ol 
porate  governance.  I  hope  that  E 
pean  companies  will  follow  the  U.  S 
What  causes  a  gTeat  deal  of  confusi 
the  role  of  outside  directors  in  stra 
determination.  The  article  states 
rectly  that  "a  board's  primai-y  resp 
bility  lies  in  ensuring  that  stral 
plans  imdergo  rigorous  scrutiny."  In 
er  words,  the  outside  directors  "ai 
the  strategies  developed  by  the  ej 
five  dii-ectors.  But  the  article  says 
tier  that  it  is  iinpoitant  for  directo] 
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,  critical  participants  in  deter- 
company's  strategies. 
m  be  misunderstood.  The  au- 
i  approval  of  plans  is  good;  co- 
ation  of  strategies  is  not. 
Laurens  van  den  Muyzenberg 
Muyzenberg  Management 
Consultants  Ltd. 
Ascot,  England 

COUNTY'S  INITIATIVE 
lOMEGROWN  

ecent  report  on  the  troubles 
facing  organized  labor  mis- 
ized  California's  Campaign  Re- 
:iative  ("Labor:  Back  on  the 
ews:  Analysis  &  Commentary, 
Your  writers  referred  to  our 
as  "a  stealth  move  by  House 
Slewt  Gingrich  (R-Ga.),"  a  fan- 
im  that  is  smashingly  discon- 
Dm  reality. 

,  vi^hen  we  first  raised  the  idea 
iative  to  give  Califomians  the 
choose  whether  to  fund  their 

employer's  poUtical  escapades, 
!  in  Sacramento  and  elsewhere 
the  cold  shoulder.  While  we 
the  attention  our  measiu-e  has 
id  the  support  that  comes  with 
mpetus,  determination,  and 
•  necessary  to  bring  this  ini- 

the  voters  was,  and  contin- 
e,  found  in  Orange  County, 
imply  that  our  initiative  was 

by  some  politician  or  policy 
Washington  does  a  gi'ave  dis- 
I  your  readers. 

Mark  Bucher,  Jim  Righeimer, 
and  Frank  Ury 
Authors 

Campaign  Refoi-m  Initiative 
Tustin,  Calif. 

BEDS  BUZZ. 

E  

•eading  about  Levi  Strauss  & 
:s  goal  to  regain  the  teen  and 
lit  markets,  I  went  to  my  clos- 
t  on  my  Levi's  501s  ("Levi's  is 
)  its  pants,"  Marketing,  Dec. 
had  this  pair  for  more  than  10 
tien  I  put  them  on,  I  remem- 
y  I  loved  them  so  much:  They 
■verything,  are  more  comfort- 
other  brands,  and  still  look 
gn  though  they  are  faded  and 
lund  the  edges. 

tide  says  Levi's  is  refocusing 
'ting  and  capital  on  recaptur- 
teen  market.  We  reviewed 
;vi's  Web  sites  and  its  recent 
ials,  and  we  fail  to  see 
company's  current  marketing 


^10% 


INCOME  STOCKS 
FOR  LOWER  RISK 


HOW  S  10,000  INVESTED  *V30/87 
WOULD  HAVE  GROWN 


B  Equity  Income  Fund 
D  Lipper  Equity  biconic  Funds 
Average 


T.  Rowe  Price  Equity  Income  Fund,  one  of  our  most  con 
servative  stock  funds,  seeks  substantial  income  and  capital 
growth  over  time  with  reduced  risk.  The  fund  invests  in  divi- 
dend-paying stocks  of  established  companies.  This  dividend 
emphasis  offers  investors  three  important  advantages: 
reduced  volatility,  relatively  steady  income,  and  enhanced 
total  return  through  the 
reinvesting  and  com- 
pounding of  dividends. 

A  strategy  that  has  out- 
performed Lipper  and 
earned  Morningstar's 
highest  rating.  The 

fund  has  outperformed  its 
Lipper  Category  Average. 
And,  it  was  awarded  a 
five-star  (*****)  rating 

for  its  overall  risk-adjusted  performance  by  Mornmgstar. 
The  fund  was  rated  among  2,189;  1,210;  and  642  domestic 
equity  funds  for  the  3-,  5-,  and  10-year  periods  ended 
10/31/97,  respectively.** 

If  you  want  the  return  potential  of  stocks  but  would  like 
to  reduce  your  exposure  to  the  ups  and  downs  of  the  market, 
this  fund  may  be  an  appropriate  addition  to  your  portfolio. 
Past  performance  cannot  guarantee  future  results.  $2,500 
minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  investment  icit 
including  a  prospectus 

1-800-401-5287 


9/S7    'SK     'S9     '00  '"i 


•Oh  y/07 


WWW.  trowepnce.com 


Invest  With  Cmfidence"' 

TRoweR-ice 


'  33.02%,  19.78%,  and  14.79%  are  the  fund's  average  annual  total  returns  lor  the  1-,  v,  and  ID-year  periods 
ended  ')/,-)()A)7,  respectively.  Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  rein- 
vested dividends,  and  capital  gain  distributions.  Investment  return  and  principal  value  will  varv,  and  shares  may  be 
worth  more  or  less  at  redemption  than  at  original  purchase. 

**Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  10/.MA)7.  These  ratings  may 
change  monthly  and  are  calculated  from  the  fund's  h-.  S-.  and  lO-year  average  annual  returns  in  excess  of ')()-day 
Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  4()-day 
Treasurv  bill  returns.  The  fund  received  S,  5,  and  4  stars  for  the  3-,  5-,  and  10-year  periods,  respectively  Ten  percent  of 
the  hinds  in  an  investment  category  receive  5  stars,  and  the  next  22. S%  receive  4. 

Read  the  prospectus  carefully  before  investing  T  Rowe  Price  Investment  Services,  Inc.,  Distributor  eiiihv  i  r 


W  A  L  K? 


Smart  Fnhiihhiis  Fiiclnif^  B/m/iis'  A,, 


Identifying  Year  2000  issues  is  a  good  start. 


B//t  we'll  stay  with  yon  to  the  end. 


I  " 


Consider  the  dilemma  ot  the  Year  2()()()  traveler.  Searching  tor  systems  compliance,  he's  beset  at  e^ 
tLirn  by  expensive  constiltants,  open-ended  estimates  and  the  chaos  ot  dealing  with  multiple  contractors, 
while  fating  what  could  be  the  most  critical  challenge  ot  the  century. 

At  Walker,  we  otter  a  better  way. 

because  unlike  the  vast  majority  ot  ^ear  2()()()  constiltants,  we  don't  stop  at  merely  identitying  your 
problems.  Instead,  we  provide  ,in  end-to-cnd  solution  that  mcltides  modifying  your  systems,  testing  them 
guaranteeing  compliance.  And  rather  than  ask  for  a  "blank  check,  "  we  deliver  a  fixed-cost  solution  that  fits 
budget,  in  a  timely  manner.  On  any  kind  of  system.  And  withoLit  disrupting  yotir  existing  infrastructure. 

How  can  we  tlo  ..ill  of  tliis.^  Innovative  software  tools  are  a  big  part  ot  it.  As  are  around-the-clock  ccx 
capabilities.  Moreover,  though,  it's  the  hict  that  after  twenty-five  years  of  developing  and  implementing 
large-stale  financial  systems,  we've  acquired  a  wealth  ot  experience  in  understanding  and  neutralizing  m( 
every  kiiitl  of  Year  2()()()  compliance  problem. 

If  you  need  to  get  ready  lor  the  new  millennium,  talk  to  us.  You'll  see  that  we  know  the  right  directi 
And  we'tl  fx-  glail  to  lead  the  way. 

For  more  information,  please  call  I -.SOO-PICK-'WALKER  in  the  U.S.,  1-415-495-881  1  outside  th 
U.S.,  or  visit  www.walker.com. 


I  I'll  W.ilk.  r  Inti  r. 


I  ,    I.R  All  riKl.. 


lers  Report 


)ve  teens'  view  of  Levi's, 
/er  of  networking,  not  hype, 
sales.  Networking  is  also 
word-of-mouth  advertising, 
nples  of  trends  that  turned 
nentals  by  networking  are:  4- 
icycles,  computers,  Levi's  501 
ne  skating,  riding  Harleys, 
ling,  snowboarding,  surfing, 
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surfing  the  net,  and  video  games. 

Levi's  should  pursue  a  back-to-basics 
approach.  They  became  No.  1  because 
their  products  were  marketed  by  con- 
sumer's, not  because  of  hype.  Young  peo- 
ple may  look  different  and  act  differ- 
ent nowadays,  but  they  are  driven  by 
some  basic  wants:  acceptance  and  ex- 
pression. Levi's  can  accomplish  more, 
for  less  money,  and  in  a  shorter  period 
of  time  if  it  gets  young  people  talking 
about  its  products. 

Cheryl  Buell 
President 
Vantage  Enterprises  Inc. 

Las  Vegas 

INFORMATION  IS 

WHAT  BOOSTS  PRODUCTIVITY 

After  considering  "Two  ways  to  read 
the  numbers"  (News:  Analysis  &  Com- 
mentary, Dec.  1),  I  have  to  side  with 
Michael  J.  Mandel,  who  says  productiv- 
ity gains  will  continue  to  spur  economic 
growth,  for  reasons  neither  Mandel  nor 
James  C.  Cooper  mentioned.  A  by[)rod- 
uct  of  the  tremendous  sales  gTowth  in 
the  computer,  software,  and  network- 
ing industries  is  better  infomnation  for 
both  industry  and  government.  Better 


information  will  fuel  continued  produc- 
tivity gains  domestically  and  in  the  glob- 
al economy.  Future  business  cycles  will 
be  qualitatively  different  as  a  result: 
There  is  a  New  Economy. 

Leading  companies  in  every  industry 
have  sought  better  information  with 
which  to  make  business  decisions.  That 
demand  is  being  met  by  computer  mak- 


FINDING  US  ONLINE 


The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword;  BW. 
To  sign  up  for  BW  on  AOL,  call  (800)  641-4848 
and  mention  Business  Week. 

NiaVen 

Shopping  for  computer  equipment?  Visit  Maven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword.  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at 
www.niaven.businessweek.com 


Short-term  fever? 


hy  B.Grady 

)  got  it  alright.  Between  the 
you  downed  on  the  freeway 
lat  meeting  on  the  opposite 
city,  and  the  mad  dash  home 
nough  of  Tommy's  soccer 
s  not  to  be  late  for  Bridget's 
tal,  you're  knee-deep  in  it. 
short  ,^evn^  wovVd. 


thinking  that  powers  every  other  facet 
of  your  life  has  finally  driven  into  your 
investment  psyche.  But  let's  remember 
why  you  invested  in  the  first  place:  for 
tomorrow.  It's  a  long-temi  goal.  That's 
why  there's  a  straightforward  long-temi 
discipline  behind  every  Kemper  Fund. 
So  thai    .s/iort-temi  ^evev 


HERE'S  A  LONG-TERM 
BREAKTHROUGH. 


at  Kemper  Funds  long-term 
.  Uh...  where  were  we?  Oh 
,  with  experts  nervous  about 
arket  can  continue  to  hit  new 
no  wonder  the  short-term 

ildn't  sit  through  my 
?  sitcom  for  more  than 
mtes...l  couldn't  even 
myself  to  order  slow- 
oasted  chicken." 


ride 


out  % 


of  an  active  market  is  what  Kemper's 
been  doing  for  nearly  50  years  nov  — 
in  a  world  that's  become  incre  tangly 
short-temi  focused.  If  their  I  )ng-temi 
discipline  can  cut  through  an  everyday 
scenario  this  easily,  imagine  what 
Kemper  Funds  can  do  for  your  portfolio. 

Ask  your  financial  advisor  about 
the  long-term  thinking  behind  Kemper 
Funds.  Or  call  1  -888-Kemper-7  ext.  9 1 6 
or  visit  www.kemper.com 


puB 


KEMPER  FUNDS 

I  term  investing  in  a  short-term  world'' 

-  prospectus  containing  more  complete  information 
jding  management  fees  and  expenses,  call  Kemper 
ase  read  it  carefully  before  investing  or  sending 
1  iney.  ©  1997  Zurich  Kemper  Distributors,  Inc 
member  of  the©  zuRlCHGroup  1034940 
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R  E  T I R  E  M  E  N  T  P  L  A  N  N I N  G 


Retirement. 

Now  it's  your  turn. 


o  more  boss, 
no  more  schedule, 
no  more  meetings. 
Just  time.  Time  for 
your  holil)ies,  the 
grandkids,  and  the 
backyard  hammock. 
Or,  maybe  that  romantic  trip 
to  Venice  you've  always  dreamed 
about.  But  dreams  remain  only 
dreams  without  a  solid  plan  lor 
retirement  income.  \ou  need 
a  retirement  partner  like 
Transamerica  to  help  turn  your 
dreams  into  reality.  We  have  a 

Call  1-800-945 

THE    PEOPLE    IN    THE    P  Y  R  A  M  I 


lull  range  of  annuity, 
life  and  long  term 
care  insurance 
products,  as  well  as 
mutual  funds  and 
401  (k)  plans,  to  help 
vou  prepare  for  the 
future.  Talk  to  your  Transamerica 
representative  or  call  us  toll- 
free  to  get  a  copy  of  our 
free  booklet,  "Making    /  ' 
Retirement  Dreams 
Come  True."  You  can 
also  visit  us  online  at 
www.transamerica.com. 

8490  ext.  135 

D    ARE   WORKING    FOR  YOU'" 


LIFE  INSURANCE 


Transamerica 


ASSET  MANAGEMENT 


LENDING 


LEASING 


THERE'S  AN  EMERGENCY  BOARD  MEETING.  THE  CFO  NEEDS  NUMBERS  BY  NOON 


You  Need  Then 

Fast 

You  Need  Then 

Right 

You  Need 

TIV 

CFO  Vision 


When  you're  under  pressure  to  make  cri 
business  decisions,  CFO  Vision  software  del 
the  timely  and  accurate  information  you  ne 


CFO  Vision  is  the  single  source  for  all  yc 
key  business  information,  both  financial  an( 
non-financial— readily  accessible  for  interacts 
analysis  and  reporting.  It's  never  been  easie 
see  product  and  customer  prolitability,  the  pote 
impact  of  a  reorganization,  or  key  performan 
indicators— in  any  currency 


J,. ,  ■ 

li  inteinai 
w  ailvffltagi 
fyriTiatii)!!  ( 
in  inven' 
'111  sold 

up  for  m 


You  can  view  your  business  from  all  anc 
because  CFO  Vision  is  the  first  financial  conj 
dation  and  reporting  software  that  integrate 
flexible  multidimensional  analysis  (OLAP).  / 
from  one  vendor... SAS  Institute,  the  leadin 
name  in  decision  support  at  more  than  29,0, 
companies  worldwide  including  the  Fortune  1 


'Eritiail:  bw@sas.com 


wvvw.sas.com/vision 


919.677.8200/ 
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BY  STEPHEN  H.  WILDSTROM  

THE  WORLD  WIDE 
CLASSROOM 


This  virtual  higii 
school  offers  students 
advanced  courses  no 
matter  where  they  live 

In  America's  best 
liigh  schools,  where 
►  a  nearly  every  gi-ad- 
uate  goes  on  to 
I"  college  and  many 
attend  elite  universi- 
ties, students  can  choose  from 
an  array  of  honors  and  ad- 
vanced-placement courses 
that  go  well  beyond  the  tra- 
ditional curriculum.  But  even 
big  schools  sometimes  have 
trouble  filling  the  classes  with 
qualified  students,  and  many 
small  schools  have  a  hopeless 
time  trying  to  provide  ad- 
vanced courses. 

For  some  500  students  in 
the  11th  and  12th  grades, 
technology'  has  come  to  the 
rescue  this  year.  The  stu- 
dents and  their  teachers 
are  scattered  around 
the  country  and,  un- 
like paiticipants  in  TV- 
based  distance  learn- 
ing, they  never  see  each 
other,  even  on  video.  The 
courses,  ranging  from  ad- 
vanced-placement English  to 
a  bioethics  seminar,  are  con- 
ducted entirely  in  written 
exchanges  over  the  World 
Wide  Web. 

COOPERATIVE  EFFORT.  This 
experimental  virtual  high 
school  (VHS)  is  run  by  the 
nonprofit  Concord  Consor- 
tium (vhs.concord.org)  under 
an  Education  Dept.  technolo- 
gy-challenge grant.  The  vhs 
operates  as  a  cooperative. 
Each  of  the  27  schools  par- 
ticipating in  the  program 
supplies  curriculum  and  a 
teacher  for  one  or  more 
courses,  plus  a  site  coordina- 


tor to  handle  the  administra- 
tive details. 

For  each  coiu-se  it  offers,  a 
school  can  enroll  up  to  20  of 
its  own  students  in  the  vhs 
offerings.  Concord  Consor- 
tium provides  teacher  train- 
ing, technical  support,  soft- 
wai-e,  and  the  central  Web 
servers. 

Teachei^s  prepai'e  their  "lec- 
tures" and  post  assignments 
and  study  matei'ials  using  a 


tions  with  the  teacher,  though 
it  doesn't  yet  provide  for  real- 
time "chat." 

Concord  Consortium  al- 
lowed me  to  look  in  on  some 
courses,  including  AP  English, 
geometry,  and  creative  writ- 
ing. I  found  that  the  course 
material  was  often  far  more 
imaginative  than  is  tyjMcal  in 
high  schools,  and  often  more 
demanding  than  even  many 
normal  honors  courses.  For 
instance,  English  teacher 
Mai-sha  West  of  Forks  High 
School  on  Washington  state's 
Olympic  Peninsula  teaches  an 
unusual  ap  course  with  a 
strong  emphasis  on  the  Bible 
and  classical  hterature. 

Some  chai'acteristics  of  the 
online  classes  are  predictable, 
some  surprising.  "The  one 
thing  I  miss  is  tlie  livelier 


Lotus  Development  Corp. 
program  called  Learning- 
Space,  a  customized  version 
of  the  Notes  software  em- 
ployed by  business  to  help 
people  work  in  gi'oups.  A  Lo- 
tus Domino  server  automati- 
cally posts  the  teachers'  en- 
tries to  a  Web  site,  and 
students  use  a  browser  to 
read  the  course  material  and 
write  and  submit  their  as- 
signments. LearningSpace 
also  lets  students  share  in 
wiitten  discussions  with  each 
other  or  private  communica- 


discussions  in  the  ordinary 
classroom,"  says  West.  Online 
discussion  groups  lack  "the 
intuitive  flashes  that  happen 
ft-om  faster  interaction."  But 
on  the  plus  side,  the  26-year 
classroom  veteran  says  the 
online  course  has  forced  her 
to  be  more  organized  and 
more  disciplined  about  stick- 
ing to  a  schedule.  "I  think  it's 
a  better  course  than  I  had 
taught  before." 

Math  presents  particular 
problems.  Louine  Teague  of 


Lumberton  (N.C.)  ]< 
High  School,  who  teaiej 
honors  geometiy  cours,  w 
ries  that  "it  is  difficul  to! 
when  a  student  is  benii 
to  lose  interest  oi'  ha^ 
culty  with  his  work."ijij 
dition,  she  has  to  takfi 
faith  that  the  student,  'itv 
successfully  used  speal;\ 
per  to  fold  the  geometle 
stnactions  that  are  thihr^ 
of  her  class.  But,  paiticx 
in  the  vhs  allows  Lun  t 
Hign,  which,  like  man>>.-n 
program,  is  in  a  rel;o'. 
poor  community,  to  (f85r».e!«ai 
much  richer  cumculuii^itrwtjoflii 
it  could  do  on  its  ovrajlaityypai 
offerings,  says  Teagup^'Jiml  £iK 
outweigh  the  drawbaAtotorKpa 
online  teaching.  i '  Kte  &« 

STARTUP  GLITCHES.  N 
prisingly,  vhs  has  had 
over  a  number  of  bumji 
ing  its  first  semeste 
original  Web  servers  w 
adequate,  and  studen 
teachers  suffered  th 
frustrating  delays  and 
es.  Digital  Equipment 
saved  the  day  by  don^!' 
$62,000  AlphaServer 
There  were  also  admii 
five  glitches  in  getting 
students  scheduled  in1 
right  coui'ses. 

The    winter    senfc  es^jsii,; 
should  go  more  sm(  mdes  the  ei 
and  15  other  teache 
being  trained  to  cc 
courses  next  fall. 
Droste,  who  direc 
program  for  Co 
I'onsoitiiun,  is  hoping  tl  teast  fa», 
the  time  the  $7.4  millio 
eral  grant  runs  out  ir 
years,  the  progi-am  will 
attracted  enough  scho(  Ifansrliuti 
corporate  support  to  b( 
sustaining. 

Participants  in  the 
gram  concur  that  this 
of  distance  learning,  \  j, 
requires  highly  moti^ 
students  and  creative  t  ■ 
ers,  isn't  for  everyone;  ffj 


M  lamts  i 
tkein." 

STiei  title  i 
sverai  im 


_  tl 
4  trie! 


acid  test  will  come 
spring,  when  the  first 
of  cyber  students  take 
finals.  For  those  stud 
this  could  well  be  a 
where  technology  bringsf«^ 
jor  benefits 


ifcnujite,; 


For  more  information  on  technology  in  education,  go  to  www.businessweek.com/bwplus/teched/ctiarter.htm 
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the  Men  and  Women  Unlocking  the  Secrets  of  Our  Deadliest  Illness 

Valdholz 

luster  •  318pp  •  $24 


mm  BIG  GAME: 
ICER  GENES 


ite  its  title,  this  book  isn't 
lut  curing  cancer.  It  is  true, 
luthor  and  Wall  Street  Jour- 
er  Michael  Waldholz  writes, 
<able  recent  discoveries  about 
;  roots  of  tumors  and  maUg- 
^e  finally  put  researchers  "on 
crucial  clues  that  may  make 
to  conquer  cancer."  But  the 
gene  discovery  to  break- 
eatment  is  so  tortuous  and 
;hat  conquest  remains  a  dis- 
In  fact,  a  key  theme  in  the 
st  how  painfully 
;  new  knowledge 
jcent  discoveries 
can  identify  peo- 
before  their  can- 
"  Johns  Hopkins 
'  geneticist  Neil 
laments  at  one 
we  can  do  damn 
lem." 

3ed  title  is  just 
eral  flaws  in  an 
engrossing  book 
cles  the  explosion 
ies  about  the  genetic  causes 
Perhaps  the  most  egi-egious 
nes  during  Waldholz'  accoimt 
;h  for  the  breast-cancer  gene. 
;ht  American  women  will  de- 
;t  cancer,"  he  warns,  "making 
)nd-largest  annual  cause  of 
mg  American  women  after 
■."  He's  wrong  on  both  coimts. 
mcer  Institute  statistics  show 
by  age  65,  1  in  17  women  (a 
scary  number)  will  develop 
^er  Only  those  who  manage 
,  age  85  have  a  risk  of  1  in  8. 
Dreast  cancer  may  be  the  sec- 
l  cause  of  cancer  deaths  each 
le  44,000  breast-cancer  deaths 
pale  before  the  250,000 
0  die  of  heart  disease. 
?s  in  Curing  Cancer  are  es- 
brtunate,  because  Waldholz  is 


mm 


MM'K  AL  MYSTEHU: 


OF  OUR  TIMI 


MICHAflWALDHOL! 


mining  a  rich  lode.  As  he  points  out, 
"many. . .  scientists  have  come  to  believe 
there  is  no  more  dramatic,  exciting,  or 
important  story  in  medicine  than  the 
hunt  for  the  human  genes . . .  that  un- 
derUe  cancer."  What's  more,  this  search 
is  also  "a  compeUing  human  saga  in- 
volving a  handful  of  dedicated  scien- 
tists." In  captivating  detail,  Waldholz 
tells  how  sleuths  nabbed  the  faulty 
genes  that  lead  to  melanoma,  colon  can- 
cer, breast  cancer,  and  other  tumors — 
and  describes  what  the  discoveries  mean 
for  some  of  the  famihes  that 
inherited  these  curses. 

Many  of  these  stories 
have  already  been  exten- 
sively reported.  But  Wald- 
holz makes  important  con- 
tributions. One  is  to 
illuminate  the  key  roles 
played  by  previously  obscure 
scientists.  For  instance,  fa- 
mous Johns  Hopkins  gene- 
hunter  Bert  Vogelstein 
would  not  have  been  able  to 
collar  important  colon  can- 
cer genes  without  Jane  Green,  a  ge- 
neticist in  St.  John's,  Newfoundland. 
Green  traced  families  who  inherited  the 
disease.  Theii-  dna  was  vital  to  finding 
the  gene.  "Jane  and  the  others  deserve 
as  much  credit  as  we  get,"  Vogelstein 
tells  Waldholz. 

Of  course,  the  fiercely  competitive 
Vogelstein  always  made  sure  he  also 
got  plenty  of  credit  for  himself.  Indeed, 
Waldholz'  stories  remind  us  how  science 
is  just  as  much  a  race  for  fame,  pres- 
tige, and  research  gi-ants  as  it  is  for 
knowledge.  At  one  point  in  the  battle  to 
nab  a  gene  implicated  in  colon  and  oth- 
er cancers,  for  instance,  Vogelstein 
learned  that  Richard  Kolodner  of 
Boston's  Dana  Farber  Cancer  Institute 
and  Richard  Fishel  of  the  University 
of  Vermont  had  the  gene  in  hand.  To 
prove  that  mutations  in  the  gene  actu- 
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Stories  of 
immense  power, 
fortune  and  risk. 
Stories  brought 
to  life  like  never 
before  —  from  the  perspective  of  the 
people  behind  them.  Join  host  Sheilah 
Kast  for  TV's  most  compelling,  in-depth 
business  news  anal)rsis.  Watch  for  "This 
Week  in  Business"  on  public  televisiorKf: 


Produced  by  WETA/Washington,  D.C., 

in  association  with  , 


ALRY  FOR  FAME  AND  FUNDS 


system  up.  The  parts  Diemi  made,  nie  parte  other  vendofsiniMle. 


ademarks  are  the  property  of  thilr  respective  owners. 


CREATE  ALL  YOU  WANT. 
YOU'VE  COT  THE  CAPACITY. 


Introducing  Zip 
Built-in. 

A  Zip"  drive  built 
into  your  notebook  or 
desl<tnp  PC  gives  you 
unlimited  capacity  to 
store,  back  up,  and 
share  tons  of  stuff. 


The  "Condor."  The  world's  largest  cargo  plane. 
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With  over  9  million 
out  there.  Zip  is 
the  standard. 

Not  only  aie  they  built 

into  these  leading 
computers,  you'll  also 
find  them  in  homes, 
schools,  businesses,  and 
service  bureaus  across 
the  country. 


You  need  big  cargo  space 
on  your  computer  these 
days.  Certainly  more  than 
hard  drives  or  little  floppies 
can  offer.  Today's  multi- 
media software  just  fills 
them  up  too  fast.  But  a  Zip 
Built-in™  drive  gives  you 
unlimited  space.  And  the 
100MB  Zip  disi<s  can  handle 
whatever  big  nasty  file  you 
throw  at  it.  So  if  you're 
computer  shopping,  look 
for  the  Zip  Built-in  logo.  It 
says  you've  got  the  capac- 
ity to  create  more,  share 
more,  save  more,  do  more. 
WW  w.i  omega. com 


Already  have  a  PC? 
Get  a  Zip  external. 

Get  a  Zip  drive.  Or  the 
new  ZipPlus'"  drive  that 
works  with  either  SCSI 
or  parallel  ports,  has  an 
amazingly  small  power 
supply,  and  comes  with 
cool  multimedia 
software. 
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d  cancer,  however,  Kolodner 
1  needed  to  test  people  who 
ted  the  disease.  But  Vogel- 
ah'eady  working  with  Green 
scientists  who  were  studying 
own  famihes.  Recalls  Fishel: 
'em  all  locked  up." 
fter  Kolodner  and  Fishel  did 
beat  Vogelstein  to  the  punch 
ing  a  scientiiic  paper  to  a  joiu-- 
tein  tried  to  pei-suade  them  to 
;ir  paper  together  with  his  in 
isue.  Kolodner  declined.  Then, 
persuaded  the  journal  editor 
his  paper  to  the  press  at  the 
as  Kolodner's,  even  though 
s  was  scheduled  to  nui  two 
sr.  The  result:  The  more  fa- 
Istein  gi"abbed  the  lion's  share 
llines. 

mly  one  of  Curing  Cancer's 
aising  yarns.  The  book  de- 
ilaborators  who  won't  share 
,  rivals  who  spy  on  each  oth- 
ings,  and  scientists  who  seem 
f  cancer-stricken  families  as 
jrces  of  DNA  rather  than  real 
;  I  wish  Waldholz  had  tried  to 
;h  the  ethics  of  such  behavior 
er  it's  really  the  best  use  of 
lollars  to  fund  many  labs  do- 
le work  as  they  race  to  snai"e 
^■enetic  prizes. 

Idholz  doesn't  shy  away  fi-om 
lical  questions.  He  asks,  for 
what  the  discovery  of  the 
cer  gene  means  for  today's 
Executives  at  Myiiad  Genetics 
alt  Lake  City  biotech  compa- 
covered  the  gene,  argue  that 
c  test  they  are  now  selUng  is 
men  who  inherit  the  deadly 
srsion  of  the  gene  can  stave 
md  ovarian  cancer  by  having 
ns  removed.  Myriad  officials 
;  such  radical  surgery  may 
be  necessary:  Not  all  women 
^ene  get  breast  cancer,  and 
to  4.5%  get  ovarian  cancer. 
Waldholz  points  out,  there's 
tee  that  surgery  will  keep 
n  developing.  "It's  a  terrible 
told . . .  you  have  a  high  prob- 
developing  disease,  and  not 
ly  other  medical  advice,"  says 

of  California  at  San  Diego 
Michael  Kaback. 
igonizing  dilemma.  And  like 
id  by  the  gene  hunters'  sue- 
will  be  resolved  only  when 
inally  catch  up  to  the  title  of 
book,  turning  today's  gene 

into  tomoiTow's  cures. 

BY  JOHN  CAREY 
as  covered  the  gene-hunters 
SS  WEEK  since  the  late  1980s. 
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1  THE  MILLiONAIRE  NEXT  DOOR  by  Thomas  J.  Stanley,  PhD, 
and  William  D.  Danko,  PhD  (Longstreet  Press  •  $22)  The 
penny-pinchers  shall  Inherit  the  earth. 

2  TRUMP  by  Donald  J.  Trump  with  Kate  Bohner  (Times  • 
$25.95)  New  York's  most  self-Infatuated  blond  returns  to  the 
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3  DIE  BROKE  by  Stephen  M.  Pollan  and  Mark  Levine  (Harper- 
Business  •  $25)  Forget  about  the  will — and  the  conventional 
wisdom,  says  a  financial  adviser. 

4  BUFFETTOLOGY  by  Mary  Buffett  and  David  Clark  (Scnbner  • 
$27.50)  An  ex-daughter-in-law's  take  on  Buffett's 
techniques. 

5  THE  DILBERT  FUTURE  by  Scott  Adams  (HarperBusiness  • 
$25)  Prognostication  from  the  prolific  cartoonist. 

6  F.I. A. S. CO.  by  Frank  Partnoy  (Norton  •  $25)  An  ex-sales- 
man's charges  against  Morgan  Stanley. 


THE  CIRCLE  OF  INNOVATION  by  Tom  Peters  (Knopf 
"Create  waves  of  lust, "  says  business  writing's  No.  1 
cheerleader 


$30) 


8  APPLE  by  Jim  Carlton  (Times  Business  •  $27.50)  A  detailed 
study  of  the  company's  turbulent  history. 

9  SELLING  THE  INVISIBLE  by  Harry  Beckwith  (Warner  •  $15) 
A  collection  of  bite-size  lessons  on  marketing. 

10  WALL  STREET  MONEY  MACHINE  by  Wade  B.  Cook 
(Lighthouse  Publishing  •  $24.95)  A  former  cab  driver's 
formulas  for  striking  it  rich. 

11  SUCCESS  IS  A  CHOICE  by  Rick  Pitino  with  Bill  Reynolds 
(Broadway  •  $25)  Coach  says  work  harder,  harder! 

12  POUR  YOUR  HEART  INTO  IT  by  Howard  Schultz  and  Don 
Jones  Yang  (Hyperion  •  $24.95)  At  Starbucks,  the  chief's 
cup  runneth  over 

13  INSIDE  INTEL  by  Tim  Jackson  (Dutton  •  $24.95)  A  through- 
the-keyhole  view  of  the  chipmaker  and  its  hard-driving  boss. 

14  GUNG  HO!  by  Ken  Blanchard  and  Sheldon  Bowles  (Morrow  • 
$20)  How  Walton  Works  #2  fired  up  its  employees. 

15  MAKING  THE  MOST  OF  YOUR  MONEY  by  Jane  Bryant  Quinn 
(Simon  &  Schuster  •  $30)  An  updated  edition  of  the 
columnist's  1991  guide. 
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PAPERBACK  BUSINESS  BOOKS 


THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE  , 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popuh'  < 
BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $14)  How  3M.  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts.  ly  | 

THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  ' 
Gardner  (Fireside  •  $12)  The  online  duo  puts  it  on  papi 
THE  1998  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 
Richard  Nelson  Bolles  (Ten  Speed  Press  •  $16.95)  The 
enduring  job-search  bible. 

J.K.  LASSER'S  YOUR  INCOME  TAX  1998  by  the  J.K.  L, 

Institute  (Macmillan  •  $14.95)  Get  those  receipts  in  ori 
THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusii 

$11.95)  The  revenge  of  the  cubicle  dwellers. 

1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson  ( 

man  •  $10.95)  Give  them  a  champagne  brunch,  a 
casual-dress  day — or  plain  old  cash. 

THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANC 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Ala 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enrich 
with  graphics. 

DOGBERT'S  TOP  SECRET  MANAGEMENT  HANDBOOK  t 

Scott  Adams  (HarperBusiness  •  $11.95)  Obedience  trail 
and  other  dogma. 

GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bru 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-st 
guide  to  conflict  resolution. 

YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vlc| 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen 
dence,  restructure  your  life. 

BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENi 
TERMS  by  John  Downes  and  Jordan  Elliot  Goodman 
(Barron's  •  $1 1.95)  What  is  an  oligopsony  anyway? 

THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies'  Investm 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes 
four-bean  salad,  five-hour  stew — and  23%  returns. 

THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  Phi 
and  Spencer  Johnson  M.D.  (Berkley  •  $10.95)  Three  ma 
agement  techniques,  conveyed  in  brief  story  form. 
INVESTING  FOR  DUMMIES  by  Eric  Tyson,  MBA  (IDG  Bo( 
$19.95)  From  stocks  to  small  business — with  cartoons,  t 


BUSINESS  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  econoi 
management,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  n 
sented.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  November. 

Reviews  and  more  are  available  on  aol  (Keyword:  bw)  or  www.businessweek.com  (Click  on  BW  Plus!) 


HOT  TYPE 


DURING  THE  GLOOM  OF  THE  EARLY  1990S, 

when  his  empire  almost  collapsed,  Don- 
ald J.  Trump  insisted  that — appearances  to  the  contrary — he  was 
back.  Now,  with  real  estate  rebounding,  that  claim  rings  true.  In 
Trump:  The  Art  of  the  Comeback — No.  2  among  this  month's 
hardback  best-sellers  and  the  third  and  (he  says)  final  volume 
of  his  memoirs — the  irrepressible  developer  and  casino  operator 
tells  how  he  returned  to  the  billionaires'  circle. 

As  always,  Trump  doesn't  stint  on  self-glorification.  The 
tough  times,  he  says,  were  "my  most  brilliant  period."  Others 
bidding  on  a  building  project  didn't  "have  my  talent  and 
imagination."  All  his  properties  are  "tremendous"  or  "fabu- 
lous." Celebrities  want  to  be  near  him.  Women  throw  them- 


selves at  him.  "It's  usually  fun  being  The  Donald,"  he  v\ 
Trump  has  a  peculiar  idea  of  fun.  Eager  to  show  w 
toughie  he  is,  he  trashes  those  he  thinks  tried  to  tl 
him.  To  Trump,  critics  and  competitors  are  seldom  honoi 
They  are  stupid,  obnoxious,  deceitful,  and  unattractive, 
nalists  who  refused  to  defer  to  Trump  get  the  worst  of  hi 
If  you  can  get  past  the  mean-spiritedness  and  braggac 
however.  Trump's  book  is  an  absorbing  account.  He  has 
pered  it  with  tips  for  success.  For  instance,  he  urges  dit( 
a  wife  who  gripes  that  hubby  favors  work  over  her,  lesi 
drag  down  a  guy's  career.  No  one,  even  at  Christmas,  has 
accused  Trump  of  being  sentimental. 

BY  LARRY  Uj 
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Redefining  the  Internet 


niaking  the 

.  mtemet 


^fasten 

laking  it  do 

lore 

interesting 

things. 


Every  day,  we  create  new  ways  for  the  Internet  to  do  new 
things  that  create  new  opportunities  for  your  business. 
That's  why  we  built  the  world's  most  extensive,  most 
rigorously  engineered  Internet  network.  It's  what 
drove  us  to  develop  products  like  our  exclusive 
ExtraLink^*^  services.  And  breakthroughs  like 
Preferred  Access^*^  DSL  technology-high-speed 
dedicated  access  over  traditional  copper  data  lines. 
Both  made  possible  by  our  merger  with  WorldCom" 
one  of  the  world's  leading  long-distance  and 
local-loop  carriers.  What  have  we  been  up  to 
while  you  read  this? 
There's  an  easy  way  to 
find  out.  1  800  465  1822 
or  www.uu.net/bw20. 


THE  INTERNET  AT  WORK  ' 


+1  703  206  5600  Web  Hosting:  1  800  258  4039 
VARs/ReseHers: +1  888  886  3810 

'ii  1997  UUNET  Icjchnokigie;,,  Inc ,  ii  stibsifliary  ol.WotldCom,  Inc. 

All  rit|his  fosuived.  Tiio  UUNET  logo  is  a.uadfiWark,  ■ 


itroducing  Network 
Computing  from  Oracle. 

nee  your  company  begins  the  transforma- 
m  to  network  computing,  things  will 
ver  be  the  same — tor  you  or  your  competi- 
)n.  For  starters,  network  computing 
sts  are  39%  less  than  a  desktop  computmg 
vironment.  In  addition  to  being  able 
use  all  ot  your  existing  hardware,  you'll 
iuce  costs  when  it  comes  to  network 
iintenance,  software  upgrades  and  technical 
pport.  With  network  computing,  the 
tical  information  your  company  needs  is 
pendable,  accessible,  accurate.  Always. 
1  applications  and  data  are  stored  on  a 


prolessionally  managed  network,  so  you 
install  software  one  time  to  get  started; 
everyone  is  upgraded  and  updated  instantly. 
Leaving  you  the  opportunity  to  respond 
rapidly  and  intelligently  to  change. 
To  implement  new  business  procedures  from 
one  central  location.  To  expand  your 
reach  into  markets  and  distribution  channels 
you  never  had  time  to  consider  before. 
Network  computing.  It  is  real.  It  is  available. 
It  is  remarkable.  It  is  time. 
F/nJ  out  more.  Visit  nc.oracle.com  or  call 
1-800-633-0821,  ext.  12347. 

ORACLe^ 

Enabling  the  Information  Age* 


Economic  Viewpoint 
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BY  GARY  S.  BECKER 


WHY  EVERY  MARRIED  COUPLE 
SHOULD  SIGN  A  CONTRACT 


REALISTIC: 

Marriage 
contracts 
would  force 
couples  to 
address  the 
consequences 
of  a  breakup 
before  the 
bitterness 
sets  in 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teacties  at  ttie  University 

I    of  Chicago  and  is  a  Fellow  of  the 

1    Hoover  Institution 


Social  conservatives  complain  that  the 
prevailing  no-fault  divorce  laws  in  the 
U.  S.  and  Europe  encourage  too  many 
bi-eakups;  others  worry  about  their  effects 
on  the  financial  condition  of  divorced  women 
and  theii'  children.  A  proi)osal  that  could  meet 
both  objections  would  i-eplace  divorce  laws 
with  compulsory  marriage  contracts. 

Such  contracts  would  require  men  and 
women  to  assume  responsibility  for  the  main 
tenns  of  their  mannage  and  its  bi-eakup.  They 
would  allow  couples  to  tailor  the  terms  of 
marriage  and  divorce  to  their  particular 
needs.  A  marriage  contract  would  stipulate 
when  a  wife  or  husband  could  seek  a  divorce, 
the  inles  governing  custody  and  child  sup- 
port, the  division  of  pi'operty  and  earnings 
brought  to  and  accumulated  dming  marriage, 
allocation  of  stock  options  and  futui'e  earnings, 
and  so  on. 

A  common  argument  against  marriage  con- 
tracts is  that  men  and  women  who  are  ro- 
mantically involved  would  hesitate  to  sug- 
gest a  contract  because  that  might  ci'eate  the 
false  impression  that  they  are  not  in  love,  or 
that  they  are  contemplating  only  a  short- 
term  relation.  An  easy  solution  to  this  real 
problem  is  to  requii-e  a  contract  before  a  cou- 
ple can  legally  many.  If  these  become  com- 
pulsoiy,  there  would  be  no  bad  vibes  or  stig- 
ma attached. 

BITTERLY.  Contracts  foi'ce  men  and  women 
contemplating  mairiage  to  ponder  also  what 
may  seem  to  persons  in  love  to  be  an  un- 
likely prospect:  divorce.  However,  statistics 
show  that  40%  to  50%  of  all  mamages  are 
teiTninated  by  a  divorce,  many  quite  bitterly. 
Prenuptial  agi'eements  are  already  common, 
especially  in  second  mairiages. 

Contracts  pennit  men  and  women  entering 
into  maiTiage  to  make  divorce  a  difficult  op- 
tion by  limiting  their  bi'eakup  to  desertion 
and  other  extreme  circumstances.  They  make 
a  long-term  commitment  to  each  other  more 
secure.  People  won't  have  to  wony  that  their 
relationship  would  be  easily  abrogated  when 
they  have  financial  or  health  problems,  or 
when  one  of  them  tii'es  of  the  other,  or  meets 
someone  else. 

Louisiana  passed  a  law  in  August  that 
gives  couples  the  right  to  opt  for  a  "covenant 
marriage"  instead  of  that  state's  no-fault  di- 
vorce law.  These  covenants  permit  divorce 
only  under  specified  and  naiTow  conditions,  in- 
cluding adultery  and  abandonment,  and  re- 


quire two  years  of  separation  before 'i  i 
vorce  decree  is  issued. 

Louisiana  has  taken  one  step  in  theigl 
direction,  by  allowing  couples  to  mal  d 
vorce  difficult  and  exceptional.  HoweveltijI 
law  does  not  go  far  enough.  Even  ccw 
who  want  to  allow  easy  access  to  dip 
would  be  better  off  if  they  agreed  orl( 
tody  of  cliilch'en  and  other  tei-ms  of  a  bri 
before,  rather  than  after,  they  get  invohl 
an  acrimonious  divorce  battle.  The  desil 
next  big  step  would  be  to  allow  couples  iji 
just  the  conditions  of  maniage  and  divoil 
meet  their  own  circumstances  and  desii 
CUT  BACK.  Man-iage  contracts  would  not 
ply  be  additions  to  divorce  laws,  for 
would  essentially  replace  these  laws, 
leave  the  courts  as  the  arbiter  of  last  r 
that  resolves  disputes  over  terms  that  s 
es  cannot  solve  by  themselves,  with  th 
sistance  of  then-  attorneys  and  friends.  1 
is  little  reason  why  judges  should  retain 
current  involvement  in  marriage  and  div 
the  most  personal  and  intimate  of  all 
tions.  The  government's  role  would  be 
cally  cut  back  if  couples  must  set  the  ten 
these  important  decisions. 

Legislation  should  be  confined  to  specii 
which  issues  must  be  satisfactoiily  resolv( 
an  acceptable  marriage  contract.  The  i 
concern  would  be  to  provide  guideline 
ensure  cliild  custody  and  other  adequate 
of  children  in  case  of  divorce. 

Since  circumstances  and  attitudes 
change  during  a  marriage,  couples  nee 
agree  when  the  terms  can  be  altei'ed  % 
specify  the  penalties  for  breach  of  the  ag| 
ment.  This  may  seem  comphcated,  but  e:l 
rience  would  lead  to  various  standard  rl 
riage-contract  forms  that  consider  the  r| 
common  adjustments  as  financial  and  oil 
conditions  change.  Natiu-ally,  men  and  woil 
would  tend  to  give  especially  close  atten'Ti 
to  the  provisions  that  are  most  german(0 
their  own  circumstances. 

Marriage  contracts  would  not  prevent  d- 
pies  ft-om  falling  out  of  love  and  might  ;t 
greatly  cut  the  divorce  rate.  However,  ty 
would  allow  spouses  to  make  a  greater  ci'- 
mitment  to  each  other  than  under  prest 
no-fault  divorce  laws,  and  they  would  forceJ 
couples  to  address  the  consequences 
breakup  before  rather  than  after-wards.  Lr^ 
more  can  be  asked  from  any  legal  arran 
ment  in  this  most  intimate  part  of  life 
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Does  market  uncertainty  have  you  looking 
for  a  place  to  park  your  money?  Consider 
American  Century's  Benham  Tax-Free  Money 


#1  \lelding  Tax-Free  Money  Market  Fund. 

Fund.  Tlie  fimd  earned  the  highest  yield  of 
142  tax-free  money  market  fluids,  according 
to  the  October  3,  1997  IBC  Money  Fund 
Report  (ranked  for  the  period  ending  9/29/97). 
Now  you  can  get  into  a  parking  space  with 
an  attractive  yield — that  also  helps  mini- 
mize your  tax  liability  Call  today  to  put  the 
#1  tax-free  money  fimd  to  work  for  you. 


Benham  Tax-Free  Money  Fund 

7-day  yields  annualized  as  of  9/29/97 

Current 
Yield 

4.13" 

Effective 
Yield 

4.21" 

Tax  Equivalent  Effective  Yields 
36"  0 -Tax  Bracket -39.6»/o 

6.58  "  6.97"" 

for  a  prospectus  with  more  complete  infortmtion,  including  charges  and  expenses.  Be  sure  to  read  it  carefidly  before 

.  Naturally,  past  performance  can't  guarantee  future  results.  A  rnone}/  market  fund  is  neither  insured  nor  guaranteed  by  the  U  S 
t.  Yields  will  fluctuate  and  there  is  no  assurance  that  the  fund  will  maintain  a  stable  S3  share  price.  State  and  local  tors  ami  the 
minimum  tax  may  apply  to  the  fund's  income  Tlie  fund's  advisor  is  waiving  all  management  fees  and  expenses  through  JidySl,  1998. 
s  waiver,  the  airrenf  effective  ami  taxable  equivalent  effective  yields  would  have  been  3.63%,  3.71%,  5.80%  and  6.14%,  respectively, 
erican  Century  Sennces  Coijioration.  American  Century  Investment  Services,  Inc.  bsw 


American 
Century^ 


americancentury.com 


1-800-4-SAFETY 


a  switch,  the  juice  is  there.  Most  people 
ink  about  the  huge  infrastructure  underlying 
e  simplest  electrical  appliance.  We  think 
all  the  time.  Power  generation,  power 
ssion,  power  distribution  and  control. 


Any  form  of  energy,  any  service  need.  The  breadth 
and  depth  of  our  energy  solutions,  across  the  board, 
IS  unmatched.  So  if  much  of  the  world  takes  its 
electrical  power  for  granted,  that's  fine  with  us. 
It  shows  we're  doing  our  job. 


We're  Siemens.  We  can  do  that. 


www.siemens  com   ©Siemens  Corporation  1997 


Economic  Trends 


BY  GENE  KORETZ 

A  GATHERING 
INFLATION  CLOID 

Strength  in  services  adds  pressure 

If  you  want  to  know  what's  happening 
in  the  U.  S.  economy,  watch  the  mam- 
moth sendees  sector.  So  says  economist 
WiUiam  V.  SuUivan  Jr.  of  Morgan  Stan- 
ley Dean  Witter,  who  warns  that  Wall 
Street's  preoccupation  with  retail  sales 
and  goods  prices  could  lead  many  to 
misgauge  the  strength  of  business  ac- 
tivity and  inflationary  pressures. 

To  be  sure,  the  inflation  yardsticks 
have  rarely  looked  so  promising.  The 
producer  price  index  declined  0.2%  in 

A  RAPID  SHIFT  TO  SERVICES 
IN  HOUSEHOLD  SPENDING 


SERVICES  SHARE  OF 
PERSONAL  CONSUMPTION 
EXPENDITURES 

0,  ,  ,  ,  ,  


'92        '93  94 
A  PERCENT 
-AUGUST  THROUGH  OCTOBER 


■95        '96  '97* 
DATA:  COMMERCE  OEPT 


November  and  was  down  0.6%  over  the 
past  12  months.  Import  prices,  which 
are  not  counted  in  the  ppi,  are  running 
over  3%  below  their  year-earlier  level. 
Industrial  commodity  prices  are  hitting 
40-month  lows.  And  the  consumer  price 
index  at  last  count  was  rising  at  an  ex- 
ceedingly modest  2.1%  annual  rate. 

Although  turmoil  in  Asia  has  helped 
on  the  price  fi-ont,  several  domestic  de- 
velopments also  appear  favorable.  As  a 
result  of  revisions  in  capacity  gi'owth, 
for  example,  the  Federal  Resen'e  has 
just  slashed  its  reading  of  capacity  uti- 
lization in  manufacturing  fi'om  83.3%  to 
81.7%— below  the  83%  thi'eshold  associ- 
ated with  past  inflationaiT  flai'e-ups.  And 
the  Commer'ce  Dept.  rejjorts  that  retail 
sales  fell  in  September  and  October,  im- 
plying a  slowdown  in  consumption. 

The  problem,  claims  Sullivan,  is  that 
focusing  on  such  trends  in  the  goods 
sector  neglects  the  growing  importance 
of  services  in  the  economy.  Take  con- 
sumption expenditures:  From  1993  to 
1996,  outlays  on  services  jumped  from 
56.1%'  to  58.3%  of  household  spending, 
and  at  last  count  they  were  running  at 
59.1%  (chart).  "This 'rapid  shift,"  says 


Sulhvan,  "means  that  retail  sales  are 
becoming  a  less  reliable  guide  to  the 
economy's  momentum." 

The  3%  gap  between  the  1992  share 
and  the  latest  reading,  he  notes,  repre- 
sents some  $166  billion  in  added  annual 
outlays  allocated  to  services.  Thus,  just 
looking  at  the  recent  decline  in  retail 
sales  misses  the  fact  that  gi-owing  ser- 
vices spending  has  kept  overall  con- 
sumption strong — rising  at  a  4.8%-  an- 
nual clip  in  September  and  October 
even  as  retail  sales  fell  at  a  2.4%  rate. 

The  impact  of  service-related  outlays 
on  inflation  is  also  gi-owing,  claims  Sul- 
livan. Senice  estabhslmients  don't  have 
to  worry  about  foreign  competition,  so 
they're  much  fi'eer  to  respond  to  buoy- 
ant demand  conditions  and  labor  short- 
ages by  raising  wages  and  lifting  prices. 

The  waniing  signs  are  ah-eady  appar- 
ent. Hoiuiy  wages  of  service-sector  em- 
ployees in  November  were  up  4.5%  over 
theu"  year-eariier  level,  vs.  3.4%  for  fac- 
toiy  workers.  And  the  ser\ices  compo- 
nent of  the  consumer  price  index  is  still 
rising  at  a  3%  annual  clip,  compai'ed  with 
1%  for  the  goods  component. 


THE  TONY  SIDE 
OF  THE  STREET 

Where  retail  space  is  at  a  premium 

The  lineup  of  expensive  shopping 
streets  sliifted  a  bit  in  1997,  as  did 
the  range  of  rents  among  the  top  six: 
$243  to  $771  per  squai-e  foot.  vs.  $261  to 
$754  in  1996.  According  to  Healey  & 
Baker,  a  London  affiliate  of  Cushman 
&  Wakefield  Inc.,  Hong  Kong's  Cause- 
way Bay  is  still  top  dog,  but  New 
York's  East  57th  Street  has  replaced 
Fifth  Avenue  as  the  world's  second-prici- 
est venue.  In  ad-  — 

THE  TOP  SIX 
IN  RETAIL  RENTS 

ANNUAL RENI- 

DOLLARS  PER  SQUARE  FOOT 


dition,  London's 
Oxford  Street  and 
Sydney's  Pitt 
Street  moved  into 
the  top  six,  elbow- 
ing out  chic  thor- 
oughfares in  Zur- 
ich and  Vienna. 

Looking  ahead, 
Healey  &  Baker 
believes  Eiu'ope  is 
likely  to  post  the 
largest  increases 
in  retail  rents  in 
1998,  with  major 
shopping  streets 
in  Spain,  Britain, 
and  Germany 
leading  the  way. 


HONGKONG  $771 


CAUSEWAY  BAY 

rn^^TTTM  $450 

EAST  57TH  STREET 
CH^ISI  $408 

TRADE  HOUSE  GUM 

fSSSKM  $387 

OXFORD  STREET 
CQUSH  $349 

CHAMPS  ElYSEES 
$243 
Pin  STREET  MALL 

•PRIME  RETAIL  SPACE  MID-1997 
ADJUSTED  FOR  CURRENCY  SHIFTS 
THROUGH  NOVEMBER 
DATA:  CUSHMAN  &  WAKEFIELD 
WORLDWIDE 


DOWN  AND  OUTI! 
THE  BIG  APPLE  i 

Joblessness  isn't  as  bad  as  it  ?( 

In  the  sharp  dechne  in  unempL 
across  the  U.S.  in  recent  yea: 
York  appears  to  be  the  odd  m; 
While  the  national  jobless  rate 
low^  5%,  the  Big  Apple's  unempl 
rate  climbed  fi-om  7.8%'  in  late  1 
double-digit  peak  of  10%  last 
rise  that  seems  inexplicable  in 
the  city's  booming  financial  anil 
ness-services  sectors. 

But  a  recent  analysis  by  ecorp- 
at  the  Federal  Reserve  Bank  c|J\ 
York  indicates,  however,  that 
ances  in  this  case  are  deceivingi 
happens.  New  York  generated  joi 
relatively  healthy  1%  annual  rat(,fi 
1994  to*1997.  Moreover,  the  ne 
did  not  go  to  people  living  in  tY] 
urbs,  as  some  critics  have  c 
From  1994  to  mid-1997,  both  the 
hold-job  tally,  which  counts  worki 
ing  in  the  city,  and  the  payrol 
which  counts  city-based  jobs,  r^ 
similar  amoLints. 

The  jump  in  the  jobless  rate,  ii 
out,  reflects  the  fact  that  labo: 
participation  in  the  city  rose  s 
fi-om  55%  to  57.3%  of  adult  res 
Although  the  population  was  flat 
more  people  entered  the  job  ma: 
some  138,000— than  the  62.000  ne 
that  were  created.  If  not  for  this 
of  job  seekers,  unemployment 
have  fallen  below  6%  by  mid-199 
Wliy  did  so  many  people  strea 
the  workforce?  The  researchers 
the  notion  that  the  large  inflow 
migi'ants  to  New  York  City  pli 
role,  since  it  was  offset  by  emig 
and  surveys  indicate  that  recent 
gi'ants'  paiticipation  in  the  labor  f 
no  higher  than  average. 

Rather,  the  authors  point  to  t\\ 
er  factors:  the  reentry  of  discoi 
workers  lured  back  by  improvii 
prospects,  and  the  impact  of  welfj 
form,  which  helped  cut  welfare  n 


mm 
jmm 


some  200,000  adults  in  1995  and  ipiid 
spurring  many  to  seek  work. 

The  good  news  is  that  New 
City's  job  picture  is  finally  bright 
In  recent  months,  employment  g 
has  quickened  to  about  2%,  laboi 
gi-owth  has  moderated  even  thoug 
fare  rolls  are  still  declining,  an( 
lessness  has  ch'opped  to  almost  9% 
a  little  luck,  the  Big  Apple's  late 
posure  to  double-digit  unemploi 
will  become  a  fading  memory. 
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ING  THE  YEAR 
H  A  BANG 

3nomy  has  momentum-and  Asia's  slowdown  will  keep  inflation  low 


ECONOMY 


PRODUCTION 
lERATING 


Amid  the  Asian  meltdown  and 
all  the  uncertainties  it  raises, 
;ters  becoming  overly  pessimistic  about  the 
imy's  prospects  in  1998?  In  business  week's 
vey  of  forecasts  for  the  year  ahead,  econo- 
;ct  that,  after  an  expected  3.7%  growth  rate 
e  pace  will  drop  off  immediately  in  the  first 
,3%  annual  rate,  the  same  gait  expected  for 
ar  (page  74). 

:  at  the  momentum  that  is  building.  In  the 
rter,  consumer  spending  is  set  to  post  solid 
!n  faster  job  growth  and  higher  confidence 
!  beginning  of  the  year.  Industiial  production 
ting  to  its  quickest  pace  in  a  year  and  a 
reases  in  business  sales  continue  to  outpace 
gi'owth  (charts).  And  housing  starts  are  ris- 
ong-term  interest  rates  still  falling.  All  the 
,tion  remains  a  no-show. 

These  trends  refiect  a 
bustling  domestic  economy 
that,  while  maybe  not  imper- 
vious to  downdrafts  fi"om  over- 
seas, is  very  resilient.  More- 
over, the  Asian  mess  is  having 
one  important  side  effect  that 
is  stimulative:  It  has  aided  a 
bond-market  rally  that  has 
taken  long-teiTn  interest  rates 
to  under  6%  for  the  fii'st  time 
in  nearly  two  years.  The  yield 
ree-fourths  of  a  point  just  since  September, 
1  impact  will  still  be  working  its  way  tlirough 
g  and  durable-goods  sectors  early  next  year, 
ihort-term  interest  rates,  the  Federal  Re- 
;redit  conditions  unchanged  at  its  Dec.  16  pol- 
g,  as  was  broadly  expected  in  the  wake  of 
Id  financial  markets.  To  be  sui"e,  the  year's 
it  decline  in  core  consumer  inflation,  exclud- 
r  and  food,  has  lifted  real  short-term  rates 
ly  Fed  action.  However,  given  the  econo- 
snt  thrust,  that  implicit  tightening  of  policy 
have  had  little  impact. 

ST  DATA  TELL  a  consistent  story  of  strength, 
and  to  come.  Let's  start  with  consumers. 
;s  rose  a  tepid  0.2%  in  November  after  de- 
September  and  October.  But  much  of  that 
^fleets  the  ups  and  down  of  car  sales.  Ex- 
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SALES  CONTINUE  TO 
OUTPACE  INVENTORIES 
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JAN  '95  OCT  '97 

A  PERCENT  CHANGE  FROM  YEAR  AGO. 
THREE-MONTH  MOVING  AVERAGES 

DATA:  COMMERCE  DEPT,  BUSINESS  WEEK 


eluding  autos,  retail  purchases  rose  modestly  in  each  of 
the  past  three  months,  and  the  contribution  by  house- 
holds to  fourth-quarter  gi-owth  in  gross  domestic  prod- 
uct is  shaping  up  to  be  considerable. 

For  example,  unit  sales  of 
motor  vehicles  are  what  go 
into  GDP,  as  opposed  to  the 
doUar  values  used  in  the  retail 
sales  data.  And  unit  sales  of 
cars  and  trucks  rebounded 
sti'ongly  in  November  to  an 
annual  rate  of  15.2  million, 
from  14.7  million  in  October. 
That  jump  will  boost  dui'able- 
goods  purchases  sharply. 
Moreover,  sales  of  services 
were  vibrant  in  October  and  are  likely  to  remain  solid 
as  services  play  an  increasing  role  in  holiday  buying. 

In  addition,  December  retailing  appears  to  be  off  to 
a  brisk  start.  After  seasonal  adjustments,  sales  in  the 
first  two  weeks  surged  1.7%  from  the  November  level, 
according  to  ljr  Redbook  Research.  Sales  were  up  a 
sturdy  5.2%  fi-om  a  year  ago,  a  pace  that  suggests  at 
least  good,  but  not  gi*eat,  holiday  activity.  Add  it  all  up, 
and  real  consumer  spending  is  on  track  to  gi'ow  at  an 
annual  rate  of  at  least  3%  for  the  quarter. 

STRONG  DEMAND  GENERALLY  is  keeping  inventories 
under  control  and  allowing  companies  to  ramp  up  pro- 
duction. Stockpiled  goods  of  manufacturers,  whole- 
salers, and  retailers  rose  0.4%  in  October,  as  business 
sales  dipped  only  0.1%  after  surging  1.3%  in  September. 
Taken  in  three-month  chunks — to  smooth  out  the 
trend — inventories  are  rising  at  a  3.5%  pace  from  a 
year  ago,  but  sales  are  running  at  nearly  a  5%  clip. 
Sales  growth  has  outpaced  additions  to  stockpiles  for  a 
year  and  a  half,  and  as  long  as  that  pattern  continues, 
production  will  be  free  to  gi'ow  in  line  with  demand. 

Indeed,  industrial  production  jumped  0.8%  in  No- 
vember, and  output  in  the  manufacturing  sector  alone, 
excluding  mining  and  utilities,  surged  1%,  led  by  big 
gains  in  auto  production  and  output  of  information- 
processing  equipment  and  parts,  a  sign  that  business 
capital  spending  in  the  foui'th  quarter  remains  strong. 
Factory  production  is  steadily  accelerating,  and  for  the 
quaiter,  it  appeal's  to  be  rising  at  an  annual  rate  in  ex- 
cess of  7%,  the  fastest  pace  in  a  year  and  a  half. 

Also,  amid  sturdy  output  gains,  the  capacity  utiliza- 
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tion  rate  continues  to  rise  toward  levels  that  typically 
precede  the  onset  of  production  bottlenecks.  The  oper- 
ating rate  for  all  industry  rose  to  83.2%  in  November, 
the  highest  level  in  more  than  tv^^o  years. 

Like  manufacturers,  builders  are  getting  a  boost 
fi'om  the  solid  demand  that  cannot  be  fully  satisfied  by 
the  inventory  of  new^  homes  already  finished.  Housing 
starts  rose  for  the  third  month  in  a  row,  advancing 
0.8%  in  November  to  an  annual  rate  of  1.53  million. 

Moreover,  the  data  suggest  that  building  activity 
will  remain  strong.  Builders  themselves  ended  1997 
more  upbeat  than  in  the  first  half.  The  National  As- 
sociation of  Home  Builders'  housing  market  index 
rose  in  December  to  59,  from  56  in  November.  The 
December  reading  tied  with  September's  as  the  high- 
est level  for  the  year  (chart).  Increased  construction 
reflects  a  low  number  of  unsold  new  homes.  At  the 
start  of  the  fourth  quarter,  developers  had  only  a  4.4 
months'  supply  of  unsold  homes,  a  lean  level  by  his- 
torical standards. 

HOME  BUYING  IS  MORE  LIKELY  to  strengthen  than 
wane  in  coming  months  because  interest  rates  are 
falling  at  a  time  when  job  and  income  growth  remain 
solid.  The  average  rate  of  a  30-year  fixed  mortgage  is 
nearing  7%-,  which  means  that  a  homebuyer  may  be 
able  to  save  almost  $90  a  month  on  a  $100,000  mort- 
gage now  compared  vdth  one  obtained  last  April. 


PORTUGAL 


HOUSING  REMAIS 
SOLID  AT  YEAREfil 


Moreover,  interest  rates  are  likely  to  contiu^ 
fall,  in  part  because  the  outlook  for  inflation  rini 
benign  into  the  first  half  of  1998.  Consumer  an 
rose  just  0.1%  in  November,  and  pi'oducer  pricesof: 
ished  goods  fell  0.2%  in  the  month.  And  excfld 
food  and  energy,  core  inflation  is  equally  tame.Sq 
the  year,  core  consumer  prices  are  likely  to  ris^lj 
more  than  2%,  while  core  producer  costs  probatif 
be  lower  than  at  the  end  of  1996. 

In  coming  months,  expected 
price  cuts  in  Asian  imports 
will  help  offset  any  price  in- 
creases generated  domestical- 
ly. If  anything,  it  appeal's  that 
the  bigger  inflation  pressures 
win  come  fi'om  seivices,  where 
core  prices  are  rising  2.9%. 
That's  because  labor  mai'kets 
are  exceptionally  tight  in  ser- 
vices, where  foreigii  competi- 
tion is  largely  absent  but 
where  yearly  wage  growth  has  sped  up  to  a  4.5^ 

As  it  stands,  the  Asian  crisis  looks  as  if  it  wi 
a  greater  impact  on  inflation  than  on  slowing  g 
Indeed,  the  economy  is  heading  into  1998  with 
big  head  of  steain  that  nothing  from  Asia,  the  F 
the  stock  market  will  be  able  to  curb  the  mom 
until  well  into  the  New  Year 


JAN,  '9/ 

A  PERCENT  REPORTING  IMPROV 
DATA  NATIONAL  ASSOCIATION  OF  H0^ 


A  FIT  HOST  FOR  THE  WORLD'S  FAIR 


Portugal  is  poised  to  enjoy  one 
of  the  fastest  growth  rates  in 
Europe  in  1998.  And  a  strong- 
economy  as  well  as  fiscal  discipline 
should  enable  it  to  become  one  of 
the  founding  members  of  the 
European  Monetary 
Union — a  scenario 
thought  impossible  a 
year  ago. 

According  to  the  lat- 
est forecast  of  the  Or- 
ganization for  Economic 
Cooperation  &  Devel- 
opment, Portugal's  real 
gross  domestic  product 
will  grow  by  3.7%  in 
1998.  That's  better  than 
the  3.4%  rate  of  1997  and  above 
the  2.8%  expected  for  the  entii'e 
European  Union.  Exports  will  be  a 
driving  force,  but  consumer  spend- 
ing is  set  to  perk  uj),  too.  Growth 
also  will  be  helped  by  lower  inter- 


INFLATION  MOVES 
LOWER-FOR  NOW 
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est  rates  and  a  sui'ge  in  touiism 
when  Lisbon  hosts  the  1998 
World's  Fail-. 

Solid  growth  will  make  it  easier 
for  Portugal  to  keep  its  fiscal 
deficit  below  the  Maastricht  Treaty 
target  of  3%  of  gdp. 
For  the  fii-st  11 
months  of  1997,  the 
deficit  was  17%  less 
than  in  the  same  peri- 
od of  1996,  and  it's  ex- 
pected to  be  2.7%  of 
GDP  in  1998.  The  So- 
cialist government  has 
trimmed  spending, 
while  the  strong  econ- 
omy has  lifted  rev- 
enues. Tax  receipts  have  risen  8% 
so  far  in  1997,  led  by  a  12.5%  jump 
in  value-added  taxes,  a  result  of 
gains  in  demand.  In  addition,  the 
Portuguese  escudo's  value  vs.  that 
of  the  Geirnan  mark  is  vrithin  the 


15%  target  set  for  the  emu 
Portugal  probably  wall  lowei"  ii 
est  rates  soon,  since  the  Bank 
Portugal  got  some  leeway  to  c 
when  the  Bank  of  Spain  unexp 
edly  trimmed  its  rates  on  Dec. 

If  there  is  a  dark  cloud  in  th 
outlook,  it  is  inflation.  Consume 
prices  in  November  rose  a  big 
0.4%,  boosted  by  a  suiprise  jur 
in  food  prices.  The  annual  infla 
rate  went  to  2.1%  in  Novembei 
fi'om  1.8%  in  October.  Even  so, 
flation  is  on  coui'se  to  finish  19^ 
its  slowest  pace  in  34  years  (ch 
By  the  end  of  1998,  however,  ti 
labor  markets  are  likely  to  mea 
rising  wage  pressiu'es.  The  jobl 
rate  is  expected  to  slip  to  6.3% 
1998,  fi-om  6.8%'  in  1997.  Even  ' 
the  threat  of  highei'  inflation, 
though,  the  prospects  of  solid 
gi'owth  and  emu  entiy  put  Pori 
gal  in  an  enviable  jjosition  for  1 
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the  things  you've 

)w  that  feeling,  when  you  can  rely  on  your  family,  or  put  your  trust  in  an  old  friend.  That  confident, 

come  to  rely  on  the  most 

feeling  of  knowing  they  will  be  there  for  you.  Thi.s  unique  feeling  comes  standard  with  every  Camry, 

are  the  things  yon 

i>dth  a  comfortable  interior,  advanced  safety  design  features  and  quality  workmanship.  It  is  a  feeling 

think  about  the  least. 

that  comes  from  reliability  and,  once  you  own  a  Camry,  it  is  one  you  will  never  forget. 

® 

CAMRY 


TOYOTA 


e ver y aay 


1  800-GO-TOYOTA  4"  w w w. 1 0 y o t a . c 0 m 


I  1997  Toyota  Motor  Sales,  U.S.A..  Inc.  Buckk-  Up!  Do  it  tor  those  who  love  vou. 


News:  Analysis  &  Commentary^ 


HIGH  TECHNOLOGY 


THERE'S  SOMETHING 
WRONG  OUT  THERE' 

Computer-industry  overcapacity  is  taking  a  toll 


What's  bugging  high  tech?  From 
every  corner  of  the  industiy — 
modems  to  microchips  to  data- 
base software — companies  have 
stimned  Wall  Street  in  recent  weeks  with 
warnings  of  disappointing  earnings.  In 
most  cases,  companies  have  cited  special 
ciiTimistances — cuiTency-hedging  mishaps 
or  production  snafus — and  assured  in- 
vestors that  the  high-tech  engine  behind 
so  many  capital  gains  is  not  slowing. 

But  some  industry  veterans  fear  that 
a  slowdown  could  be  coming.  "There's 
just  something  wrong  out  there,"  says 
Stephen  Luczo,  president  of  Seagate 
Technology  Inc.,  wliich  in  December  said 
it  would  shutter  one  plant  in  Ireland 
and  postpone  expansion  of  another  "My 
sense  is  that  things  are  slowing  down, 
but  all  our  big  customers  are  saying 
demand  is  great.  Someone  isn't  telling 
the  tmth." 

For  now,  Luczo  is  part  of  a  gloomy 
minoiity  in  the  perennially  uj^beat  high- 
tech community.  Even  factoring  in  the 
effects  of  the  crisis  in  Asia,  market  re- 
searchers, Wall  Street  analysts,  and 
company  executives  still  predict  dou- 
ble-digit growth  for  1998.  International 
Data  Corp.  lowered  its  prediction  for 
1998  personal-computer  sales  gi'owth  by 
a  mere  two  points,  to  13%,  as  a  result  of 
the  Asian  troubles.  Analysts  tracked  by 


Fii'st  Call  expect  computer  makers  to 
post  22%  earnings  gTowth  in  1998,  up 
fi-om  a  weak  12%.  this  quarter 

Still,  the  pieces  are  falling  into  place 
that  could  create  a  very  painful  decline 
if,  for  whatever  reason,  demand  falters. 
Ai'ound  the  world,  thei'e  is  already  ex- 
cess capacity  in  the  businesses  that  sup- 
ply components  for  computers.  At  the 
same  time,  computer  makers  are  push- 
ing harder  than  ever  for  lower  prices — 
in  part  to  preserve  their  own  profits  as 
they  crank  out  sub-$l,000  PCs.  In  com- 
ing weeks,  Hewlett-Packard  Co.  and 
Compacj  Comjjuter  Corp.  are  expected 
to  announce  new  home  PCs  with  price 
tags  below  $800 — which  will  set  the  bar 
even  lower  for  partsmakers. 

So,  even  as  demand  remains  strong, 
many  companies  are  living  through  the 
weird  experience  of  a  profitless  pros- 
perity. Disk-drive  leader  Seagate  lost 
$240  million  in  its  fii-st  quarter,  ended 
Oct.  3.  Rival  Western  Digital  Corp.  ex- 
pects only  to  break  even  in  its  second 
quarter,  ending  Dec.  27,  and  Quantum 
Corp.  on  Dec.  10  announced  that  quar- 
terly earnings  would  fall  by  about  half, 
to  around  $50  million,  despite  record 
sales.  On  Dec.  15,  chipmaker  Micron 
Technology  Inc.  announced  that  quar- 
terly earnings  had  fallen  53%,  to  $9.6 
million,  despite  31%  revenue  growth. 


while  Cypress  Semiconductor  C 
lowered  expectations  from  a  slight 
it  to  breakeven.  Network  equip 
maker  Cabletron  Systems  Inc.  ha 
nounced  plans  to  lay  off  600  wo 
following  disappointing  eamings. 
"WE'VE  GOTTEN  DRUNK."  These  CO 
nies  have  unique  problems,  but  all  s 
a  common  aibnent:  excess  capacity, 
ers  of  eveiything  from  $2  memoiy 
to  sophisticated  $1  million  netwoi 
switches  for  the  Internet  have  s 
the  past  year  cranking  up  produ 
in  an  all-out  battle  for  market  si 
"For  the  last  few  years,  we've  ail  g 
drunk  on  technology  spending," 
Luis  F.  Machuca,  head  of  NEC's  c 
rate-PC  unit.  And,  in  a  euphoric 
mood,  they  have  spent  liberally  on 
new  plants. 

All  that  new  capacity  has  led 
price  wars.  Even  before  Asia's  woe 
the  industiy  was  seeing  troubling 
declines  in  prices  for  disk 
chives,  memoiy  chips,  soft- 
ware, printers,  and  PCs 
Rather  than  the  usual 
25%-a-year  price  cuts, 
disk-drive  prices 
have  dropped  over 
10%  this  quarter 
alone,  says  Quan 
turn  Chief  Execu 


SALES  GROWTH 
IS  BRAKING... 


...WHILE  PRICES 
ARE  FALLING... 


%  CHANGE  IN  SALES 

1995 

1996 

1997 

1998 

1995 

1996 

1997 

1998 

PCs 

26.8 

19.6 

14.0 

13.4 

PCs 

$2,219 

2,175 

2,088 

2,046 

MEMORY  CHIPS 

74.4 

-38.5 

-19.3 

-1 

MEMORY  CHIPS 

48 

16 

5.20 

2.30 

DISK  DRIVES 

24 

17.8 

13.2 

14.5 

DISK  DRIVES 

243 

241 

230 

225.7 

NETWORKING* 

NA 

127 

43.1 

4.9 

NETWORKING 

637 

421 

292 

212 

*Local  area  networking  equipment,  price  per  port 
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"My  sense  is  that  things 
are  slowing  down,"  says 
Seagate's  Luczo,  "but  all 
our  big  customers  are  saying 
demand  is  great. 

Someone  isn't 
telling 
the  truth" 


f 


tive  Michael  Brown.  After  falling 
75%  from  mid- 1996  to  mid- 1997, 
prices  on  memory  cWps  fell  an  ad- 
ditional 25%  last  quarter. 
That  puts  more  and  more  com- 
panies close  to  the  edge.  If  Asian 
economies  fall  further  or  if  the  U.  S. 
economy  slows  markedly  in  1998,  losses 
among   high-tech    companies  could 
mount.  On  Dec.  9,  Oracle  Corp.  shook 
the  mai'ket  by  announcing  disappointing 
sales  and  earnings — thanks  in  part  to  a 
slowdown  in  sales  to  Asia  and  overall 
sluggish  demand  for  its  core  database 
product. 

Now,  for  the  fh'st  time,  there's  talk 
that  the  slower  gi'owth  could  liit  some  of 
the  industiy's  strongest  computer  mak- 
ers, too.  Citing  the  prospect  of  a  tough 
1998  because  of  the  Asian  crisis,  analyst 
Daniel  T.  Niles  of  BancAmerica  Robert- 
son Stephens  downgraded  Compaq, 
Hewlett-Packard,  and  Dell  Computer  on 
Dec.  15.  "Anyone  who  says  'It  won't  af- 
fect me'  doesn't  get  it,"  says  Niles.  "If 
NEC  can't  sell  anything  in  Japan,  they're 
going  to  come  here."  Niles's  choice  of 
companies  is  especially  disturbing:  hp 
has  become  a  bellwether  for  the  tech 
sector  and  Compaq  and  Dell  have  long 
seemed  immune  to  market  gyrations. 


...AND  SO  ARE 
THE  STOCKS 


A  INDEX;  JULY  4=100 


DEC.  12 


DATA  BLOOMBERG  FINANCIAL  MARKETS 


What  could  bring  down 
such  highfliers?  Beyond  an 
overall  economic  downturn,  an- 
alysts now  worry  about  how 
upcoming  technology  will  sell. 
The  industry  depends  on  a  pe- 
riodic injection  of  new  featiu'es 
to  get  customers  excited.  The 
next  thing  on  the  horizon  is 
Windows  98,  which  has  been 
scheduled  to  ship  by  mid-year. 
Many  industry  executives  have 
been  questioning  whether  the 
new  Micr'osoft  Corp.  oper-ating 
system  can  drive  new  sales 
the  way  Windows  95  did.  Now, 
with  Microsoft  embroiled  in  lit- 
igation that  might  apply  to 
Win98,  delivery  could  slip 
(page  40).  At  the  same  time, 
many  corpor-ations  are  focusing  their 
computer  budgets  not  on  new  gear  but 
on  flxing  their  softwar-e  to  work  beyond 
1999  (page  41).  Alr-eady,  analysts  have 
cited  spending  on  the  Year  2000  bug  as 
a  r'eason  for  slower  spending  on  some  of 
Or-acle's  pr-oducts. 

SHAKEOUT.  Even  if  the  economic  pic- 
tur-e  doesn't  deterioi-ate,  high  tech  is  in 
for  more  consolidation.  For  instance, 
there  are  15  disk-drive  maker's  chasing 
the  20%  of  the  market  not  dominated 
by  Seagate  and  a  handftrl  of  other  mar*- 
ket  leaders.  One  of  them,  Micropolis, 
filed  for-  bankruptcy  on  Nov.  19.  In  desk- 
top PCs,  the  top  playei"s  hiked  their-  mar*- 
ket  shar-e  from  50%'  to  60%  in  the  past 
year',  hurting  second-tier  companies  such 
as  AST,  Acer,  and  Apple  Computer.  And 
in  memory  chips,  Japanese  and  Tai- 
wanese companies  are  preparing  to 
WT'estle  market  share  back  fi-om  cash- 
strapped  Kor'ean  giants  such  as  Sam- 
sung and  Hyimdai. 

At  the  same  time,  Asian  companies 
such  as  Fujitsu  Ltd.  and  Samsung 
Group  ar-e  expected  to  make  a  bigger 
push  into  the  U.  S.  Their  home  mar- 
kets are  drying  up,  and  their  falling 
currencies  give  them  a  pricing  edge  in 
the  West.  Western  Digital  and  Micron 
Technology  have  already  complained  of 
Asian  rivals  selling  below  cost.  In  note- 
book PCs,  some  U.  S.  supplier-s  say  they 
have  sacrificed  margins  to  keep  up  with 
Toshiba's  aggr-essive  pricing.  In  printer-s, 
Canon  and  nec  are  pr-oducing  sub-$100 
printers  that  ai-e  often  given  away  free 
by  r-etailer-s  to  move  slow-selling  PCs. 

Another  factor  in  the  pr-ofit  equation 
is  the  move  to  "build-to-order*"  manu- 
facturing by  computer  makers.  Hoping 
to  match  the  efficiencies  of  direct-mail 
leader  Dell,  companies  such  as  Compaq, 
Hewlett-Packar-d,  and  ibm  are  starting 
to  rejigger  then-  plants  to  build  systems 
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to  customer  specifications — and  avoid  a 
buildup  of  costly  inventory.  But  the 
changeover  to  that  system  is  causing 
major  dislocations  among  parts  suppli- 
ers, who  are  getting  stuck  vdth  excess 
inventory.  Accoi'ding  to  estimates  by 
Michael  K.  Kwatinetz,  an  analyst  at  DMG 
Technology  Group,  the  shift  to  build-to- 
order  will  lead  to  a  one-time  7%  hit  on 
PC  component  sales  this  yeai-. 


To  be  siu'e,  global  demand  for  high- 
tech pi'oducts  is  still  biisk.  A  survey  by 
SoundView  Financial  suggests  that  coi- 
porate  spending  on  infoiTnation  technol- 
ogy will  lise  9.5%  in  1998,  compai-ed  with 
a  10%  increase  in  1997.  "The  appetite  to 
deploy  technology  is  nothing  short  of  vo- 
racious," says  Dennis  J.  O'Leary,  chief 
infonnation  officer  for  Chase  Manhattan 
Bank,  wliich  will  spend  nearly  $2  bilhon 


in  1997,  roughly  the  same  as  i; 

But  there  are  still  those  in  tli 
tech  crowd  who  are  beginning  ti 
so  quietly — question  whether  the 
ending  tech  boom  might  just  be 
a  bit  tired. 

By  Peter  Burrows  in  San 
Calif.,  with  Gary  McWilliams  in: 
ton,  Paul  C.  Judge  in  Boston,  R 
Crockett  in  Chicago,  and  Imreaii 


COMMENTARY 


By  Amy  Cortese 


LET  IT  GO,  MR.  GATES.  YOU'LL  WIN  ANYWAY 


It's  safe  to  say  Bill  Gates  is  one  of 
the  smartest  businessmen  in  the 
woi'ld,  so  you  have  to  wonder  what 
he's  thinking  when  he  thumbs  his 
nose  at  the  Justice  Dept.  On  Dec.  15, 
Microsoft  Coi-p.  appealed  an  injunc- 
tion handed  down  days  before  by  a 
federal  judge  that  temporarily  forbids 
the  software  maker  fi'om  requiring  PC 
makers  to  bundle  its  Intei-net  Explor- 
er Web  browser  when  they  ship  com- 
puters with  Windows.  Meanwhile,  a 
court-appointed  "special  master"  is  re- 
viewing whether  the  bundling  violates 
a  1995  consent  decree  that  bans  tying 
the  sale  of  one  product  to  another. 

Microsoft  argues  that  Web  brows- 
ing is  an  integi'ated  feature  of  an  op- 
erating system — not  unlike  the  code 
within  Windows  for  finding  files  on  a 
hard  drive — and  that  the  government 
has  overstepped  the  narrow  bounds 
of  the  1995  decree.  Further,  it  con- 
tends the  government  is  meddling  in 
Microsoft's  "right  to  innovate." 
BOLD.  Microsoft  makes  some  good 
points.  It's  hard  to  argue  against  the 
software  giant's  claim  that  an  oper- 
ating system  with  a  built-in  browser 
is  an  improvement.  But  Microsoft  is 
undei'mining  its  position  by  its  inso- 
lent behavior.  It  is  making  it  clear 
that  it  will  do  anything  it  can  to  get 
around  Justice. 


In  a  move  that  flaunted  the  injunc- 
tion, Microsoft  dreamed  up  this 
"choice":  PC  makers  can  delete  Inter- 
net Explorer  files  from  Windows 
95 — not  a  very  viable  option  since 
Microsoft  warns  that  doing  so  could 
render  the  operating  system  useless. 
Or  they  can  ship  their  PCs  with  a 
version  of  the  operating  system  that 
is  moi'e  than  two  years  old  and  lacks 
the  browser  as  well  as  key  enhance- 
ments added  to  Windows  since  then. 
Or  stick  with  the  latest  version  of 
Windows  with  Internet  Explorer,  for 
the  same  price.  It's  not  hard  to  fig- 
ure out  which  option  PC  makers  will 
choose.  The  Justice  Dept.  was  not 
amused  by  this  maneuver.  On  Dec. 
17,  it  filed  a  contempt  motion. 

Perhaps  now,  Microsoft  will  re- 
tliink  its  sti-ategy.  Not  only  has  its 
intransigence  infuriated  Justice,  it 
has  drawn  the  ire  of  competitors  and 
customei's  and  inspired  separate 
probes  into  its  business  practices  in 
Texas  and  elsewhere.  If  Microsoft 
doesn't  back  off — and  gets  embroiled 
in  lengthy  litigation — it  won't  be  just 
the  software  maker  and  its  shai'e- 
holders  who  lose.  Justice  insists  that 
Microsoft's  upcoming  Windows  98, 
which  includes  Intemet  Explorer,  is 
covered  by  the  court  oi'der. 

That  could  delay  Windows  98 — giv- 


ing millions  of  con- 
sumers and  business- 
es a  reason  not  to 
buy  PCS,  which  could 
guarantee  a  PC  slow- 
down late  next  year. 
In  fihng  for  an  expedited  appeal 
Microsoft  cited  industry  concern  o\ 
Win98,  which  is  expected  to  spur 
sales  of  PCs  and  related  software  b 
mid-1998.  "Significant  segments  of 
the  U.  S.  economy  may  be  affected 
doubts  suiTounding  the  release  of 
Windows  98,"  the  company  asserte 
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There  is  a  way  to  avoid  that  ri^  ion  tft; 
Microsoft  can  stop  fighting  the  Jui  iblem  has  g^, 
tice  Dept.,  unbundle  its  products, 
and  let  PC  makers  and  consumers 


choose.  A  company  with  Microsofl|ii  be  jj,^^  ^ 


skills  should  be  able  to  produce  tVoild 


rejoiffft;.  Ti 
of  mk 


reasonably  up-to-date  versions  of  j 
Windows — one  with  Internet  Ex- 
plorei',  one  without.  Most  PC  makelll« 
already  bundle  Internet  Explorer,  fjicjon^ 
And,  given  a  choice,  they  will  likej  c 
choose  the  integrated  product.  Allj 
the  government  is  asking,  for  now^ifc 
is  that  PC  makers  and  consumers 
get  a  choice.  So,  Bill,  let  the  mar-i 


kets  decide,  and  save  yourself  a  k 
of  trouble. 


Cortese  is  business  week's  soft 
ware  editor. 
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2000: 

lETER'S  RUNNING 

)f  defusing  the  millennium  bomb  is  exploding 


F  programmers  are  franti- 
rutinizing  the  software  on 
omputer  at  Alabama  Gas 
5  parent,  Energen  Corp.,  in 
,  Ala.  Within  weeks,  they 
erreting  out  and  changing 
year  dates  that  could  sud- 
to  00  at  the  stroke  of  mid- 
■.  31,  1999.  The  feai":  Critical 
uld  interpret  the  two  zeros 
1900 — and  crash, 
s  in  pretty  good  shape,  says 
White,  vice-president  for 
technology.  But  the  Year 
m  has  been  an  appalling 
sources.  The  bill  for  Ener- 
of  consultants  and  testers 
e  in  the  millions — money 
I  have  spent  on  hardware 
;  upgi'ades.  "There's  a  huge 
fork  that  just  got  put  off," 

BONANZA.  White  isn't  the 
nplaining.  For  thousands  of 
and  government  agencies 
world,  the  Year  2000  pi-ob- 
'or  short — has  become  the 
iache  this  side  of  the  mil- 
fix  it,  U.  S.  companies  vdll 
al  of  $14  billion  on  outside 
and  progi-ammers,  predicts 
marcher  Datacjuest  Inc.  In- 
3y  could  spend  triple  that 
in  new  hardware  and  soft- 


ware purchases,  and  the  worldwide  bill 
could  balloon  to  $600  billion,  estimates 
Gartner  Group.  For  companies,  about 
half  the  money  will  be  new  funds  bud- 
geted for  Y2K,  according  to  SoundView 
Financial  Group.  But  the  remainder  will 
be  money  they  would  have  spent  on 
other  needed  technology. 

The  cost  of  Y2K  is  good  news  for 
high-tech  consulting  fiiTns  such  as  Ernst 
&  Young,  Keane,  and  Andersen  Con- 
sulting. But  for  many  companies,  the 
impact  could  be  disastrous.  Still,  there's 
little  choice.  "If  companies  don't  spend, 
their  systems  will  fail,"  warns  John  A. 
Bace,  a  Gartner  Group  research  direc- 
tor. "They'll  die."  Too  few  heads  of  in- 
dustry have  gotten  the  message.  Only 
37%  of  executives 
polled  by  business 
WEEK  say  they  are 
"very  familiar"  with 
the  problem. 

For  large  compa- 
nies, the  bill  can  be 
astronomical.  In  1997 
alone,  csx  Coi-p.  spent 
$35  million  to  $40  mil- 
lion on  Y2K,  says 
Chief  Infoi-mation  Of- 
ficer John  Andrews, 
and  the  company  is 
only  30%  finished  with 
the  process.  In  Eu- 


WHAT  A  DIFFERENCE 
A  MILLENNIUM  MAKES 

ESTIMATED  U.S.  SPENDING  ON  EXTERNAL 
SERVICES  FOR  YEAR  2000 

INTERNAL  SPENDING  COULD  BE  TRIPLE  THIS  AMOUNT 


96  '97 
▲  BILLIONS  OF  DOLWRS 


COURTING  DISASTER 

Many  federal  agencies  and 
companies  haven't  arranged 
to  fix  the  glitch 

rope,  the  problem  is  compound- 
ed by  the  coming  switch  to  a 
common  European  currency  at 
the  same  time.  And  in  Britain, 
11%'  of  British  companies,  ac- 
counting for  27%  of  gross  na- 
tional product,  may  miss  their 
Y2K  targets,  says  International 
Data  Corp. 

Y2K  could  also  wreak  havoc 
on  governments.  According  to 
a  U.  S.  Office  of  Management  & 
Budget  report  issued  on  Dec. 
16,  barely  one-cjuarter  of  feder- 
al systems  are  ready  for  Year 
2000.  One  big  trouble  spot:  the 
Ti-anspoitation  Dept.,  which  op- 
erates the  air  traffic  control  sys- 
tem. Overall,  Washington  will  spend 
nearly  $4  billion  fixing  Y2K  in  more 
than  8,500  separate  systems. 
PLENTY  OF  LAWSUITS.  Lawyers  will 
make  out  well  on  Y2K.  The  fii'st  knovm 
Y2K-related  lawsuit  involved  Produce 
Palace  International,  a  Wan-en  (Mich.) 
grocer  that  sued  Atlanta-based  Tec- 
America  Corp.  over  a  point-of-sale  sys- 
tem it  installed  in  1996.  The  system  re- 
jected credit  cards  with  Year  2000 
expiration  dates.  Other  suits  have 
cropped  up,  and  law  fii-ms  are  now  ex- 
pecting billions  of  dollars  in  litigation. 

Consultants  are  also  happily  mining 
the  millennium  cloud's  silver  lining. 
EiTist  &  Young  has  already  booked  half 
a  billion  dollars  in  Y2K  fees,  and  CACi 
International  Inc.  in  Arlington,  Va.,  is 
raking  in  money  testing  code  for  com- 
panies and  state  agencies.  CAci  Senior 
Vice-President  Michael  F.  Guido  says 
smart  companies  use  Y2K  as  an  excuse 
to  reengineer  business  processes  and 
install  new  software  from  the  likes  of 
PeopleSoft,  Germany's  sap,  and  the 
Netherlands'  Baan. 

But  such  conversions  cost  millions  of 
dollars  and  take  several  years.  For  big 
companies,  "starting 
now  is  out  of  the 
question,"  says  Gart- 
ner's Bace.  They'll 
have  to  fix  date-eiTors 
one  by  one — a  drain- 
ing ordeal  sm-e  to  huit 
corporate  efficiency. 
That  means  a  lot  of 
companies  will  be 
ringing  in  the  millen- 
nium with  dread — and 
depleted  coffers. 

By  Neil  Gross  in 
New  York,  with  bv- 
reau  reports 
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ECONOMICS 


VITAL  STATISTICS 

FOR  THE  REAL-LIFE  ECONOMY 

The  feds  are  changing  the  way  they  classify  industries 


For  years,  the  govemnient's  econom- 
ic statistics  have  been  attacked  as 
out  of  touch  with  today's  economy. 
And  no  wonder — all  the  official  employ- 
ment data  and  other  economic  numbers 
have  been  collected  according  to  the 
Standai'd  Industrial  Classification,  or  siC, 
a  system  that  originated  in  the  1930s 
and  looks  it.  It  was  easy  to  find  em- 
ployment data  for  31  different  apparel 
industries.  Meanwliile,  the  entii'e  sluink- 
wTapped  softwai'e  industry  was  squished 
into  one  categoiy. 

Now,  Washington's 
much  maligned  bean- 
countere  ai'e  moving  into 
the  1990s.  Starting  with 
the  1997  Economic  Cen- 
sus, which  is  being 
mailed  to  5  miUion  com- 
panies, the  government 
is  switching  to  a  new- 
way  of  classifying  indus- 
tries. Called  the  North 
American  Industry  Clas- 
sification System  (naics), 
it  includes  information 
on  more  than  300  new 
industries,  from  satellite 
communications  to  casi- 
nos to  nail  salons,  while 
gi'ouping  new  and  exist- 
ing industries  into  more 
useful  sectors  (table). 
Eventually,  virlually  all 
official  data — employ- 
ment, wages,  sales,  cap- 
ital investment,  pr'ofits — 
will  be  available  for 
the  new  sector's  and 
industries. 

The  advantages  of 
this  change  ar"e  clear-.  Al- 
though the  SIC  had  been 
patched  several  times 
over  the  years,  it  "no 
longer  accurately  re- 
flected what  is  happen- 
ing in  the  economy,"  says  Carole  Am- 
bler, a  Census  Bur-eau  economist  who 
is  coordinating  the  naics  effort,  naics 
will  offer  enor*mous  amounts  of  new  in- 
for-mation  on  high-tech  and  other  gr-owth 
areas,  a  boon  to  policymakers,  econo- 
mists, executives,  and  anyone  else  try- 
ing to  navigate  the  New  Economy. 


This  major  revision  will  put  a  tremen- 
dous burxlen  on  the  gover-nment's  statis- 
tical agencies,  ah-eady  hampered  by  tight 
budgets.  The  fu'st  naics  data  won't  ap- 
pear until  early  1999  and  won't  be  fully 
integr-ated  into  the  feder-al  statistics  imtil 
2004  at  the  earliest.  Mor-eover,  the  dif- 
ference between  old  sic  and  new  naics 
industries  is  so  gr-eat  that  many  historical 

comparisons  will  become   

difficult  to  make.  ON  CAMERA:  Information 

But  such  disruptions  are  jobs  are  neivlij  prominent 


NEW  CATEGORIES  FOR  A  NEW  WORLD 

The  federal  government  is  collecting  economic  data  using  a 
revised  classification  system  that  regroups  industries  to  better  reflect 
the  New  Economy 

ARTS,  ENTERTAINMENT,  AND 
RECREATION  Reforming  arts,  specta- 
tor sports,  producers  and  agents, 
museums,  amusement  parks,  casinos 


INFORMATION  Publishing,  software 
motion  pictures,  broadcasting, 
telecommunications 


PROFESSIONAL.  SCIENTIFIC,  AND 
TECHNICAL  SERVICES  Legal  services, 
accounting  management  consulting, 
computer-sy  .tems  design,  advertising 
market  research,  polling 


HEALTH  CARE  AND  SOCIAL 
ASSISTANCE  Health  care,  nursing 
homes,  individual  and  family 
assistance,  child  care 


DATA  U  S  CENSUS  BUREAU 

the  price  to  be  paid  for  a  clear-er'  pictm-e 
of  the  new  infor-mation-driven  economy. 
Under  NAICS,  all  industries  involved  with 
handling  or-  cr-eating  inlbrTnation  ar-e  in  a 
new  information  sector  These  include 
software  companies  such  as  Micr-osoft 
Corp.,  publishing  comparries  such  as  The 
McGraw-Hill  Companies  (owmer  of  busi- 


ness WEEK),  movie  studios,  TV  m 
telecommunications  companies, 
line  information  ser-vices.  Equ 
portant,  the  inforTnation  sector  is| 
into  detailed  industries  for  w 
good  data  previously  existed, 
can  find  out  how  big  we  ar-e,"  sa\ 
Griffith,  r-esearch  director  for-  il 
war-e  Publishers  Assn. 
PET  SUPPLIES.  The  r-evisions  ah 
vide  much  better  information  on- 
collar  service  businesses,  sucli  ; 
agement  consulting,  industr-ial  i 
and  investment  banking.  He;ili 
will  get  mor"e  categories,  includi; 
medical  centers.  It  wiU  become  i-. 
tr-ack  the  way  Americans  live; 
centers,  weight-reducing  clinics, 
ply  stor-es — all  these  will  r-eceiv 

  rate  treatment. 

new  system  will 
adopted  by  Canaa 
Mexico,  promotir  i 
comparison  amo2; 
thr-ee  economies. 

What's  the  dovia 
The  large-scale  r-6i> 
means  that  maniiii 
ing  employment  i|| 
say,  will  not  be  c 
comparable  to  mi 
turing  employm 
1996.  The  govern 
statisticians  will  a 
to  maintain  some 
continuity  on  a  n 
level  and  for  the  1 
sector's  of  the  eci 
But  for-  many  indi 
thei-e  simply  will 
useful  historical  d 
Moreover,  nev 
nomic  data  for  citi 
metr-opohtan  regio 
be  almost  imposs; 
compare  with 
numbers,  in  largi 
because  the  gover 
statistical  agenciei 
have  the  manpov 
budget  to  make  tl: 
essary  adjustmen 
one  Census  r'epori  ( 
ly  says:  "People  t 
ested  in  smaller: 
gr-aphic  areas  will  * 
without  answer 
rather  basic  que 
like  'Did  we  stop  the  dechne  in  : 
facturing  employment  in  my  area' 
But  the  truth  is  that  the  econc 
so  changed  that  many  historical 
parisons  had  alr-eady  become  mi 
ing.  The  U.  S.  is  getting  new  data 
New  Economy — and  it's  about  tin 
By  Michael  J.  Mandel  in  Ne" 
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News:  Analysis  &  Commentary 


WASHINGTON 


READY  FOR 

A  23%  SALES  TAX? 

It  may  sound  weird.  But  the  idea  has  some  powerful  backers 


On  Dec.  2,  a  Texas 
construction  executive 
spent  80  minutes  at 
the  White  House  lay- 
ing out  his  vision  of  a 
national  sales  tax  to 
the  President  of  the 
United  States. 

The  private 
briefing,  arranged 
by  the  executive's 
childhood  friend, 
House  Ways  &  Means  Committee 
Chairman  Bill  Aj-cher  (R-Tex.),  was 
a  big  stej)  in  a  long-shot  cami)aigii  to 
replace  the  federal  income  tax,  the 
estate  tax,  and  the  Social  Secuiity  and 
Medicai-e  payroll  taxes  with  a  23%  con- 
sumption tax.  Simply  getting  the  idea 
on  the  Washington  agenda  is  a  hugely 
ambitious  goal. 

But  the  businessman  who  got  the 
President's  ear,  Leo  E.  Linbeck  Jr., 
owner  of  the  influential  Linbeck  Con- 
struction Co.  in  Houston,  is  deter- 
mined. With  a  handful  of  other  Hous- 
ton businessmen,  notably  Em-on  Corp. 
Chief  Executive  Kenneth  L.  Lay  and 
Cogen  Technologies  Inc.  Chairman  and 
t'EO  Robert  C.  McNaii',  Linbeck  founded 
Americans  for  Fan-  Taxation,  or  aft,  in 
May,  1995.  In  i-ecent  months,  heavy  hit- 
ters from  around  the  counti-y  have 
signed  on,  including  NationsBank  Corp. 
Chairman  Hugh  L.  McColl  Jn 
REBATE.  Now,  AFT  is  about  to  kick  (jff  a 
multimillion-dollar  gTassroots  marketing- 
campaign  to  sell  its  plan  to  the  public. 
Linbeck,  a  fonner  chah-man  of  the  Fed- 
eral Reserve  Bank  of  Dallas,  declined 
BUSINESS  week's  request  for  an  inter- 
view, trying  to  avoid  any  personal  at- 
tention. But  AFT  Executive  Director 
Grover  G.  Jackson  says,  "We're  going  at 
it  as  if  it  were  a  business  project  that's 
market-driven.  We  have  tested  it,  re- 
fined it,  and  now  the  task  is  to  roll  it 
out  to  see  if  it  i-esonates."  The  gi-oup 
has  already  silent  nearly  $4  million  on 
academic  and  market  research. 

aft's  proposal  is  sim])le  but  auda- 
cious. Tlie  28%  tax  would  be  imposed  on 
all  goods  and  services.  There  would  be 
no  exceptions  for  food,  medicine,  or  ed- 
ucation. Only  used  goods,  such  as  homes 
and  cars,  would  be  exempt. 


In  part  to  relieve  the  burden  on  the 
poor,  who  would  spend  a  gi'eater  share 
of  what  they  earn,  the  aft  would  in- 
clude a  monthly  rebate  for  all  families, 
regardless  of  income,  to  offset  taxes  on 
basic  necessities. 


ICE  CRtft^ 

an  coRH 

ALUM  WRAP 
GRN  BEANS 
2,54  LB  e  .49  /LB 
18CT  MED  EGG 
SUBTOTAL 
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,99  T 
,6V  F 


1 


TOTftL 
CHAH6E 
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IF  THERE  WERE  A 
NATIONAL  SALES  TAX... 

►  Both  the  federal  income  tax  and 
payroll  tax  would  be  abolished. 

►  The  sales  tax  rate  would  be 
23%,  imposed  on  all  new  goods 
and  services,  with  no  exceptions 
for  food,  medicine,  or  housing. 

►  The  tax  would  be  levied  on  all 
final  sales.  Business  sales  would 
be  exempt. 

►  To  offset  the  tax  on  purchases  of 
necessities,  rebates  would  be  giv- 
en to  all  families  based  on  size 
rather  than  income.  For  example,  a 
family  of  four  would  receive  a 
monthly  check  of  $308. 

DATA:  AMERICANS  FOR  FAIR  TAXATION 


The  rebate  would  vai-y  by  fai 
and  a  family  of  four  would  rec 
a  month.  That,  along  with  the 
of  the  highly  regressive  pay 
would  reduce  overall  taxes  on  t' 
ing  poor,  aft  claims. 

Even  before  it  is  unveiled, 
has  attracted  critics  from  both 
right.  They  argue  it  is  unrealisti 
pect  the  U.  S.  to  adopt  a  tax 
that  no  other  nation  has  ever  tn 
sumers  will  never  accept  combin| 
and  federal  sales  tax  rates  th; 
easily  top  30%,  they  insist.  A: 
economists  wony  that  high  ra| 
produce  more  cheating. 
FALLS  SHORT?  The  AFT  says 
will  boost  economic  growth 
raising  prices.  The  reasoning: 
derlying  cost  of  goods  and 
will  drop  as  business  taxes  ni 
into  prices  are  repealed. 
aft  insists  the  23%  tax  wi'^ 
the  same  amount  of  I'evenueKf 
current  taxes,  critics  don't  i 
it.  "The  numbers  just  doil 
u;),"  says  Brookings  Instituti 
economist  William  G.  Gale.  | 

But  none  of  tliis  has  slowi 
The  group  has  retained  bo 
mocratic  and  Republican  pc 
and  scholars  such  as  Harvar 
versify  economics  professo: 
Jorgenson.  In  January,  aft 
to  kick  off  a  national  medi 
paign  that  could  cost  at  le£ 
million.  TV,  radio,  and  direi 
will  all  be  geared  to  sellii 
sales  tax  concept  to  the  p 
aft's  blitz  promises  to 
the  strategy  Linbeck  ui 
win  tort  reform  passage 
Texas  legislatm-e.  In  that  campaigi 
beck  linked  heavy  campaigTi  cor 
tions  with  gTassroots  pressui"e  and 
room  arm-twisting  to  turn  votes, 
Can  a  gi'oup  of  business  exec 
use  savvy  marketing  to  rewiite  th( 
tax  code?  It  sounds  quixotic  at . 
Clinton  wasn't  making  any  promises^ 
the  Wliite  House  meeting  and  manf 
pubUciins  i^refer  a  flat  income  tax  td 
sales  tax.  But  Linbeck  &  Co.  al;* 
have  energy,  money,  and  some  povi 
comiections  in  Washington.  Wliile  An 
won't  embrace  the  gToup's  specific  f 
he  leans  heavily  toward  the  sale;: 
and  can  be  expected  to  push  foi;) 
over  the  next  few  years. 

It's  hard  to  imagine  Congress  aii 
ing  the  aft  plan.  But  don't  be  siirpt 
if  the  sales  tax  gets  lots  of  attenti 
the  coming  year — and  even  change;, 
way  Americans  look  at  then-  tax  syi 
Bi)  Hoivard  Gleck))ian,  with  Ric 
S.  Dunham,  in  Washington 
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I  Consumer  Affluent  Market  Study  1996.  $500K  or  more  in  investable  assets 


News:  Analysis  &  Commentary 


TELECOMMUNICATIONS 


AT  TA^  A  MINUTE,  WHO  CARES 
IF  YOU  CAN'T  HEAR  A  PIN  DROP? 

Why  long-distance  Internet  calling  is  about  to  take  off 

How  can  Qwest  Communications 
Corp.  get  away  with  charging  just 
T/j(i  a  minute  any  time  for  long-dis- 
tance calhng — the  ultra-aggi'essive  pric- 
ing it  announced  on  Dec.  15?  For  one 
thing,  according  to  President  and  Chief 
Executive  Officer  Joseph  P.  Nacchio, 
"Long  distance  is  still  the  most  prof- 
itable business  in  America,  next  to  im- 
porting illegal  cocaine."  As  head  of  long- 
distance marketing  for  AT&T  until  last 
year,  he  should  know. 

Actually,  Qwest  can  make  its  auda- 
cious offer — and  still  match  AT&T's  17% 
to  20%  net  margins — because  it  sends 
its  traffic  over  a  private  fiber-optic  net- 
work using  Internet  technology.  That 
method,  says  Nacchio,  is  far  more  effi- 
cient than  that  of  the  conventional  car- 
riers. Indeed,  if  Qwest  makes  its  mark 
in  long  distance,  it  won't  be  for  under- 
cutting AT&T's  best  all-day  rate  by 
50% — it  will  be  for  proving  that  Inter- 
net-based calling  can  steal  significant 
amounts  of  traffic  from  ordinary  long- 
distance circuits. 

EASY  TO  USE.  Qwest's  offer  heralds  the 
coming  of  age  of  Internet  telephony. 
Just  a  couple  of  years  ago,  making 
phone  calls  over  the  Internet  was  a 
challenge    reserved    for  computer 
whizzes.  Consumers  still  will  have  to 
dial  a  few  extra  digits  to  make  cheap 
calls.  But  now,  improved  P( -based  soft- 
ware and  routers  make 
it  possible  for  Internet 
service  providers  to  ac- 
cept   standard  tele- 
phone and  fax  calls  and 
send  them  over  the  In- 
ternet or  private  data 
networks    and  then 
back  to  the  convention- 
al phone  network. 

As  a  mass  market 
develops,  companies 
such  as  AT&T  could  lose 
millions  of  customers 
and  billions  in  revenue 
to  Internet  calling.  "In 


WHAT  THE  PHONE 
COMPANIES  STAND  TO  LOSE 


A  BILLIONS  OF  DOLLARS 

BAfA:  ACTION  INFORMATION  SERVICES 


the  next  24  months,  we'll  see  a 
rapid  migi-ation,"  predicts 
Nacchio.   Between  1998 
and  2001,  as  much  as  $8 
billion  could  be  lost  tc 
Internet  telephony, 
says  Sim  Hall,  vice- 
president  of  re 
search  at  Action 
Information  Ser- 
vices of  Falls 
Church,  Va. 
"Internet  tele- 
phony is  going 
fi'om  novelty  to 
mainstream 
next  year," 
agrees  Jeffrey 
Kagan  of  consul- 
tants Kagan  Tele 
com  Associates. 

Besides  being 
more  efficient  than 
standard  voice  net 
works,  which  consume 
bandwidth   even  when 
there  is  silence  during  a  call, 
the  new  networks  also  byjDass  con- 
ventional long-distance  carriers,  who 
must  pay  local-access  chai'ges  and  taxes. 
Such  fees  make  up  40%  of  the  ty]3ical 
long-distance  charge.  Hall  notes. 

Unlike  the  pioneers  of  Internet  tele- 
phony, bigger  companies  like  Qwest 
mostly  route  traffic 
over  their  own  net- 
works. That  lets  them 
manage  capacity  to 
avoid  the  scratchy 
sound  and  half-second 
delays  of  some  Inter- 
net phone  setups. 

Qwest  isn't  the  only 
company  with  big  am- 
bitions in  Net  calling. 
Woi'ldCom  Inc.'s  Inter- 
net division,  uuNet,  is 
taking  aim  at  the  $92 
billion  fax  market.  Eai*- 
ly  next  year,  it  will  of- 


fer nationwide  faxing  for  lOg  a  li 
compared  with  the  typical  busin 
of  15(2  a  minute.  International  iv 
Britain  will  cost  19?  a  minute,  i 
average  rate  now. 

Denver-based  Qwest,  which  i 
ing  a  $2  billion  nationwide  til)' 
network,  will  offei'  • 
rate  on  calls  an 
in  the  continen' 
starting  in  lati 
ary  in  nine 
cities.  The  ii  ^ 
will  expand 
markets  in  eai  l 
when  Qwest's  . 
al  network  is  scl  > 
to  be  completed.  ) 
also  plans  fax, 
conferencing, 
other  servicj. 
EstabhJ 
long-disii 
providers 
making  6i 
own  foraj  ^ 
the  new  t(| 
ogy.  In  A 
AT&T  began! 
ing  domesti! 
long-distanc( 
from  Japan  a 
off  normal 
Japan's  Kokusai 
hin  Denwa  Co.  ere; 
subsidiary  offering  s 
services  worldwide  on  D( 
.MCT    Communications  Corp 
Deutsche  Telekom  are  running  tri 
While  the  data  networks  will 
cut  domestic  long-distance  rate; 
big  impact  will  be  on  intemational 
The  average  long-distance  call  i 
U.  S.  costs  about  13p  a  minute,  bv 
average  international  price  is  8901 
says.  The  gap  has  little  to  do  wit^ 
extra  cost  of  an  international  I 
which  is  marginal.  Rather,  it  rel( 
the  pricing  power  of  a  small  groj 
suppliers.  j 
Hall  predicts  that  phone  comii 
revenues  per  minute  on  internat' 
calls  will  fall  more  than  20%  anii|. 
through  2001  and  continue  to  de^fi 
"The  wheel  has  been  set  into  molf 
says  Hall.  Nobody  knows  how  far  iV 
spin,  but  at  this  point,  it  looks  as  if  * 
sumers  will  be  the  winners.  j. 
By  Steven  V.  BniU  in  Los  Ang 
with  Peter  Elstmin  in  New  York 


Qwest's  Nacchio  calls  long  distance  "the  most  profitabl 
business  in  America,  next  to  importing  illegal  cocaine' 
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Together 
We're  Already 
Advising  on 
the  Largest 
Announced  Merger 
in  History, 


COMIVIENTARY 


By  John  A.  Byrne 


DONT  SQUELCH  THE  SMALL  SHAREHOLDER 


For  two  years  in  a  row,  the  owner 
of  65  shares  of  Fleming  Cos. 
worth  httle  more  than  $1,000 
has  been  a  thorn  in  the  side  of 
Robert  E.  Staiith,  chief  executive 
officer  of  the  $16.5  bilhon  food 
wholesaler.  The  shareholder  hap- 
pens to  be  the  International  Broth- 
erhood of  Teamsters'  pension  fund, 
and  in  1996  and  1997,  the  union  has 


That's  downright  unreasonable. 
The  voice  of  the  shareholder — an 
owner  of  the  company,  after  all — has 
often  called  attention  to  Corporate 
America's  excesses  and  prodded  re- 
luctant corporate  consciences.  In- 
deed, more  than  60%  of  Fleming's 
voting  shareholders  supported  the 
Teamsters'  anti-poison  pill  resolution. 
The  influence  of  outspoken  share- 
holders is  clear  in  recent  decisions  by 
American  Express  and  Digital 
Ecjuipment,  among  others,  to  elimi- 
nate directors'  pensions.  In  earlier 


LISTEN  UP.  BIG  GUY 


If  the  SEC  lets 
companies  ignore 
proposals  from  minor 
investors,  corporate 
democracy  will  suffer 


per'suaded  shareholders  to 
back  resolutions  forcing  Fleming 
to  ditch  its  poison  pill.  "They  don't 
own  enough  shares  to  be  a  con- 
cerned pension-fund  shareholder," 
declares  Stauth,  eager  to  exclude 
the  pesky  Teamster  resolutions. 

While  those  who  su]:)port  share- 
holder democracy  would  argue  that 
anyone  owning  shares  has  a  right  at 
least  to  raise  an  issue,  the  Securities 
&  Exchange  Commission  isn't  so 
sure.  If  the  agency  adopts  proposed 
changes  on  these  resolutions,  Stauth 
can  effectively  shut  out  the  Team- 
sters because  the  pension  fund 
doesn't  own  the  minimum  $2,000 
worth  of  Fleming.  Or  he  could  char- 
acterize the  resolution  as  "a  personal 
giievance"  or  "special  interest" — oth- 
er reasons  to  keep  issues  off  the 
agenda  under  the  proposed  changes. 


years,  sharehold- 
ers pushed  for 
policies  that 
helped  eliminate 
apartheid  in  South 
Africa  and  that 
prevented  top 
managers  fi-om 
putting  their  in- 
terests ahead  of 
those  of  their 
companies. 
The  current 
SEC  effort  to  deal  with  shareholder 
issues  can  be  traced  to  a  1994  case 
involving  Cracker  Bairel  Old  Coun- 
ti-y  Store  Inc.  Then,  the  SEC  ruled 
that  companies  could  omit  employ- 
ment-related shareholder  resolutions 
from  annual-meeting  agendas.  At 
Cracker  Barrel,  the  resolution  in 
question  involved  an  allegedly  dis- 
ci'iminatory  employment  policy  to- 
ward gays  and  lesbians. 

Advocates  of  shareholder  I'ights 
pushed  the  agency  to  reconsider 
Cracker  Barrel,  and  in  the  process 
the  SEC  decided  to  review  rulemak- 
ing on  the  entire  issue  of  sharehold- 
er resolutions.  Things  got  complicat- 
ed when  the  commission  tried  to 
pick  a  path  that  would  appease  all 
sides. 


Solomon  may  have  had  an  eas 
task:  Everyone  wants  somethingai 
ferent  fi-om  the  SEC.  Shareholderjc- 
tivists  are  enraged  that  it  would  -i 
managements  the  right  to  exclud 
resolutions  merely  by  charactfii/. 
their  motivation  or  because  a  sh; 
holder  is  too  small.  Investors  wh 
resolutions  are  deep-sixed  would 
have  to  go  to  court  to  shag  it  outH 
would  create  a  chilling  effect  on  p 
shareholder  proposals,"  says  Jon  t 
Lukomnik,  deputy  controllei"  for 
York  City's  pension  funds. 

Lukomnik  and 
er  activists  also  di|| 
hke  a  provision,  re 
quested  by  compai 
to  requii'e  that  sh£ 
holder  resolutions 
backed  by  at  least 
of  shareholders  be: 
a  defeated  issue  cc 
be  reinti-oduced  wi 
in  five  years.  Curr( 
ly,  the  bar  is  3%. 

Meanwhile,  CEOs  are  leery  of  lo 
ing  the  Cracker  Bairel  policy.  Sim 
that  decision,  they  have  been  able 
reject  all  kinds  of  workplace-relate 
resolutions. 

Ovei-whelmed  by  the  criticism, 
SEC  extended  its  comment  period 
Jan.  2  and  tapped  governance  gun 
Ira  M.  Millstein  of  Weil,  Gotshal  & 
Manges,  and  Harvey  Goldschmidt, 
Columbia  University  law  professol 
to  broker  a  quiet  resolution. 

But  there's  really  only  one  thing 
for  the  SEC  to  do.  It  should  return^ 
what  it  started  to  do  in  the  fii'st  ; 
place:  reverse  the  Cracker  Barrel 
policy  and  review  employment-relal 
ed  resolutions  on  a  case-by-case  ba 
sis,  as  it  once  did.  Eveiything  else 
should  stay  the  same. 

A  shai'eholder  proposal  isn't  a  1& 
gal  action  but  a  form  of  dialogue.  Ii 
gives  management  a  chance  to  re- 
spond to  investor  concems  before  a 
issue  ends  up  in  court.  If  that  mear, 
a  few  CEOS  put  up  with  oddball  res( 
lutions  from  the  peanut  gallery,  it  ii 
as  the  U.  S.  founders  might  say,  the 
price  of  democracy. 


Byrne  writes  about  corporate- 
governance  issues. 
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And  WeVb 
Just  Getting 
Started, 

Salomon  Smith  Barney 


3n  Smith  Barney  Holdings  Inc  Salomon  Smith  Barney  is  a  service  mark  of  Smith  Barney  Inc  Smith 
d  Salomon  Brothers  Inc  are  affiliated  but  separately  registered  broker/dealers  under  common  control 
nith  Barney  Holdings  Inc  Salomon  Brothers  Inc  and  Salomon  Smith  Barney  Holdings  Inc  have  been 
i  the  Salomon  Smith  Barney  service  mark 


A  Member  of  TravelersGwiip] 


News:  Analysis  &  Commentary 


AUTO  MAKERS 


CAN  YOU  HAVE  GREEN  CARS 
WITHOUT  THE  RED  INK? 

The  Big  Three  scramble  to  match  Toyota's  clean,  affordable  Prius 


Detroit  executives  bristle  when  asked 
about  the  environmentally  friend- 
ly cars  coming  out  of  Japan.  Play- 
ing off  the  Kyoto  global-wanning  con- 
ference, Toyota  Motor  Coip.  downsliifted 
the  race  to  develop  a  "gi'een  car"  with 
its  Dec.  10  launch  of  the  Prius,  the 
world's  fir-st  production  hybrid  gasoline- 
and-electric  car.  "There's  some  show- 
boating going  on,"  ginmbled  Ford  Motor 
Chairman  Alexander  J.  Ti-otman. 


unable — or  unwilling — to  curtail  their 
addiction  to  gas-guzzlers.  Chrysler  Corp. 
claims  fuel  economy  ranks  19th  among 
buyers'  criteria  in  picking  cars — right 
after  "quality  of  the  air  conditioning." 

So  far,  Detroit's  brightest  hope  has 
been  General  Motors  Coi-p.'s  EVi  electiic 
car.  GM  spent  $350  million  and  six  years 
to  develop  the  little  two-seater  So  far, 
the  car,  available  only  for  lease  at  $399 
to  $549  a  month,  has  not  attracted  many 


still  a  long  way  from  the  $20,  ooteti!^ 
of  an  equivalent  gas-biuner.  Souses 
Chrysler  hopes  the  Esx  will  h  n 


for  production  by  2005. 

Ford  says  it  plans  to  launch  i-, 
ily  car  of  the  future,"  cn:l( 
P2000,  in  the  middle  of  the  nexl  v 
For  now.  Ford  is  using  the  I 
prototype  as  a  test  bed  foi-  tec 
to  jack  up  gas  mileage  and  cui'b 
emissions.  Fuel  cells — space-age 
that  generate  electric  power  I'l 
drogen  and  oxygen — hold  th 
promise.  But  since  they  are  bu 
10  times  as  expensive  as  a  c'm\, 
al  engine.  Ford's  best  hope  is  toji 
few  vans  or  buses  with  fuel  ( 
2005.  "We're  a  long  way  away 
high-volume  vehicle  that's  affoifcterofW 
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says  Trotman. 
While  critics 
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DETROIT  REVS  UP 
-SLOWLY 

Japanese  designs  for 
environmentally  friendly 
cars  were  the  news  of  the 
Tokyo  Auto  Show  in 
December  Now,  it's  Detroit's 
turn  to  show  off  its  ideas 


GENERAL  MOTORS 

Having  sold  an  electric 
vehicle,  the  EVI,  tor  the 
past  year,  GM  will  unveil  a 
prototype  of  a  hybrid  car 
powered  by  a  small  gaso- 
line engine  and  an  electric 
motor.  With  only  288  EVls 
on  the  road,  GM  isn't 
rushing  the  new  design 
into  production. 


FORD  Code-named  the 
P2000,  Ford's  technology 
test  bed  uses  lightweight 
materials  and  advanced 
propulsion  systems, 
including  direct-injection 
engines,  hybrid  electric 
power,  and  fuel  cells.  But 
Ford  does  not  expect  it  to 
arrive  in  showrooms  until  at 
least  2005. 


say  the  Americ 
stuck  in 
U.  S.  car 
argue  that  the 
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ally,  the  Big 
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CHRYSLER  It's  rolling 
an  updated  version  of 
ESX  hybrid  diesel-elect 
car.  Since  the  unveiling 
1996,  Chrysler  has  hal 
the  cost,  to  less  than 
$40,000— but  twice  w| 
an  ordinary  car  costs, 
expected  to  arrive  in 
showrooms  by  the  mi 
of  the  next  decade. 
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In  JanuaiT,  the  Kig  Tlii'ee  will  have  a 
turn  to  show  off  at  the  Noith  American 
Auto  Show  in  Detroit.  All  will  roll  out 
their  most  advanced  research  vehicles  to 
demonstrate  commitment  to  the  envi- 
ronment. Ford  got  a  jump  on  cross- 
town  rivals  by  announcing  on  Dec.  15 
that  it  would  invest  $420  million  in  a 
joint  venture  to  develop  fuel-cell-pow- 
ered electric  cars  for  the  21st  centuiy. 
WEAK  DEMAND.  The  Big  Three  may  bag 
headlines,  but  there  won't  be  much 
headway  in  producing  the  most  ad- 
vanced gi'een  cars.  That's  because,  Mo- 
town insists,  the  public  doesn't  want 
them.  With  gasoline  cheaper  than  bot- 
tled water,  American  consumers  seem 


customers.  Largely  due  to  the  EVi's  lim- 
ited range,  about  70  miles  between 
charges,  only  288  vehicles  are  now  in 
use.  By  next  fall,  however,  the  company 
says  it  will  have  new  nickel-metal  hy- 
dride batteries  to  double  that  range.  At 
the  auto  show,  gm  will  unveil  a  hybrid 
car  that  runs  on  a  small  gasoline  en- 
gine and  electric  motor.  But  the  auto 
makei-  declines  to  say  when,  or  if,  the 
car  will  go  into  production. 

Chrysler  will  show  off  an  updated 
version  of  its  Esx  hybrid,  powered  by  a 
diesel  engine  and  electric  motor  Auto 
industry  sources  say  Chiysler  has  man- 
aged to  cut  the  cost  of  the  Esx  by  more 
than  half,  to  less  than  $40,000.  But  that's 


to 
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only  difference,  says  Detroit,  is  ti 
Japanese  are  willing  to  accept  loss 
their  green  cars.  Toyota  may  be  It  ^^ji^ 
as  much  as  $16,000 — nearly  the  si 
price — on  each  Prius  it  sells.  "I 
know  how  long  oui-  shareholders  T 
stand  for  that,"  says  Peter  M.  R 
feld,  Chrysler's  director  of  new-ge 
tion  vehicles. 

Nevertheless,  even  Wall  Street  i 
pressed  by  Toyota's  bold  bid  for  i 
supremacy.  "Eventually,  the  Big  1 
will  be  forced  to  tield  a  car  like 
says  Morgan  Stanley  Group  auto  an 
Stephen  Girsky.  Or  it  can  cede  anc 
market  to  the  Japanese. 

By  Keith  Naughton  in  De 
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says  that  with  the  cuts,  Boe- 
ing is  signaling  it  intends  to 
get  its  act  together. 

TCI  GUTS  A  DEAL 
GN  GABLE  BGXES 

TCI  CHAIRMAN  .JOHN  MALONE, 

playing  General  Instrument 
off  Microsoft  and  other  ven- 
dors, got  a  rock-bottom  price 
from  Gi  to  make  up  to  12  mil- 
lion digital  cable-TV  convert- 
er boxes.  As  part  of  the  $4.5 
billion  deal,  Tele-Communi- 
cations will  get  a  10%  stake 
in  GI  and  warrants  to  buy  a 
piece  of  NextLevel  Systems, 
the  unit  that  makes  the  box- 
es. Down  the  road,  Malone  is 
also  expected  to  cut  a  deal 
with  AT&T.  The  phone  giant  is 
considering  an  investment 
in  two  ventures  in  which  TCi 
now  holds  a  stake:  Internet 
provider  @Home  and  Tele- 
port  Communications. 

SOFTBANK'S  HARD 
SELL  TO  INVESTORS 

CYBERMOGUL  MASAYOSHI  SON 

and  his  troubled  multimedia 
conglomerate,  Softbank,  have 
been  getting  rough  treatment 
from  individual  investors  in 
Japan's  over-the-counter 
market.  So  Chief  Financial 
Officer  Yoshitaka  Kitao  says 
he  wants  to  take  Softbank's 
show  on  the  road  to  foreign 
institutional  investors.  Some 
analysts  consider  it  the  latest 
sign  that  Softbank  plans  to 
hst  on  the  main  section  of  the 
Tokyo  Stock  Exchange  next 
year — and  more  evidence 
that  a  separate  listing  of  its 
U.  S.  subsidiary,  Ziff-Davis 
Publishing,  on  a  U.  S.  ex- 
change is  under  review.  Says 
Kitao:  "If  we  comment,  that 
would  be  illegal." 

SPLITSVILLE  FOR 
THEANDERSENS? 

ANDERSEN  CONSULTING  TOOK 

a  step  closer  to  divorce  with 
parent  Andersen  Worldwide 


HEADLINER:  WILLIAM  HAMBRECHT 


HAMBREGHT  &  QUITS 


William  R.  Hambrecht  has 
had  quite  a  run  as  founder 
and  chairman  of  high-tech 
investment  bank  Ham- 
brecht &  Quist.  But 
after  30  years, 
Hambrecht,  62, 
is  calling  it  a 
day.  On  Jan.  1, 
the  investor 
will  relinquish 
the  chairman- 
ship, his  board 
seat,  and  his  job 
heading  the  bank's  ven- 
ture-capital business. 
Hambrecht  says  he  wants 
more  time  to  pursue  his 
own  investments,  which 
will  mainly  focus  on  soft- 
ware and  finance.  "If  I'm 
going  to  put  30  more  years 
into  something,  I  figured 
I'd  better  get  started," 
quips  Hambrecht,  who 


owns  11.6%  of  the  firm.  He 
will  continue  to  consult 
with  the  bank. 

CEO  Daniel  H.  Case 
III,  who  took  over 
day-to-day  opera- 
tions three 
years  ago,  will 
become  chair- 
man. The  shuf- 
fle comes  at  a 
tumultuous 
time.  Hambrecht 
&  Quist  recently  had 
takeover  discussions  with 
Merrill  Lynch  and  is  grap- 
pling with  how  best  to 
compete  with  the  financial 
giants  moving  aggressive- 
ly into  technology  bank- 
ing. Says  Hambrecht:  "I 
was  pleased  with  manage- 
ment's decision  to  remain 
independent." 

By  Linda  Himelstein 


on  Dec.  16  in  San  Francisco 
when  90%  of  the  consultant's 
partners  voted  to  separate 
ft'om  the  parent.  The  consult- 
ing group  filed  a  request  for 
arbitration  with  the  Interna- 
tional Chamber  of  Commerce 
in  Paris.  In  its  filing,  Ander- 
sen Consulting  claims  its 
accounting  sibhng  has  built  a 
competitive  consulting  busi- 
ness and  parent  Andersen 
Worldwide  hasn't  fostered  a 
harmonious  relationship. 
Andersen  Consulting  ceo 
George  Shaheen  expects  the 
arbiter  to  free  his  unit  with- 
out penalty,  including  a  poten- 
tial exit  fee  of  about  $11  bil- 
lion in  its  company  contract. 

A  SATELLITE  PLAN 
FALLS  TO  EARTH 

TRW  HAS  THROWN  IN  THE 
towel.  It  announced  on  Dec. 
17  that  it  will  merge  its  $1.3 
billion  Odyssey  satellite  sys- 
tem with  that  of  London's 
ICO  Global  Communications. 


As  part  of  the  deal,  trw  will 
get  1.5  million  shares,  or 
about  7%  of  ICO  stock,  worth 
about  $150  million,  trw  also 
will  invest  about  $100  million 
in  ICO  in  exchange  for  rights 
to  sell  ICO  products  and  ser- 
vices and  participation  in 
ico's  satellite  network.  The 
move  came  after  trw  failed 
to  attract  investors  for  the 
$800  million  first  phase  of  its 
12-satellite  system.  The  trw 
merger  pares  the  number  of 
major  players  in  the  high- 
stakes  satellite  biz  to  three. 

ET  GETERA . . . 

■  Ameritech  announces  a  $2 
billion  stock-repurchase  plan, 
the  largest  by  a  U.S.  telco. 

■  Oxford  Health  says  the  sec 
wants  documents  related  to 
$38  million  in  insider  trading. 

■  R.JR  restructured  its  over- 
seas tobacco  unit  and  will  ax 
3,000  jobs. 

■  Seafood  processors  in  the 
U.  S.  are  facing  new  federal 
standards. 


THE  SURGEOie 
WARNED  THATII 
CAN  STUNT 


PC  servers*  appear  to  be  perfectly  harmless.  But  if  you  tie  them  to  the  growth  ofl 


an  fw  ( 


company,  you  may  find  yourself  with  little  room  to  breathe.  Especially  when  yi  flMsci 


looking  for  more  transaction  throughput,  better  Web  performance,  and  a  scalable  h  Mil 


for  your  key  business  applications.  The  Sun"  Enterprise  450  Workgroup  Server,  stal 


below  $15,000,  delivers  print  and  file  services  for  your  workstations,  thin  clients 


PCs.  What's  more,  true  enterprise-class  solutions  from  Lotus  and  Oracle  will  run 
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led  for  Sun-because  they  are.  And  since  the  Sun  Enterprise  450  is  part 


representative  or  reseller  near  you.  Or  visit  us  at  www.sun.com/wgsbw 

^Sun 

microsystems 

)u  get  hooked  on  the  wrong  thing.  THE  NETWORK  IS  THE  COMPUTER™ 
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OWEN  ULLMANN 


TON  STILL  HAS  BIG  IDEAS 
JUST  CAN'T  SELL  THEM 


ite  of  the  Union  address  draws  nigh,  Bill  Clinton 
ly  confronting  the  central  dilemma  of  his  second 
ith  a  60%  approval  rating,  he  enjoys  a  level  of 
lost  reelected  Presidents  only  dream  of.  Yet  he 
:  those  high-octane  poll  numbers  into  legislative 

?  Little  Presidential  Engine  That  Couldn't.  With 
hostile  GOP  hands — and  likely  to  stay  that  way 
I — and  the  international  policy  environment  tirni- 
-  U.  S.  intei'ests,  the  President  is  stinggling  to 

agenda.  During  a  Castro- 
nute  news  conference  on 
test-marketed  some  giant- 
;  for  1998:  reining  in  i"un- 
ment  spending,  simplifying 
,  floating  a  new  tax  credit 
,re,  and  finding  ways  to 
enefits  of  the  economic  ex- 
e  working  class.  Ah-eady  on 
a  "Bill  of  Rights"  for  pa- 
p  cushion  Americans  from 

of  managed-care  combines, 
'ell.  But  White  House  aides 
ivert  Clinton's  activist  im- 
ctual  pohcies  glumly  admit 

lacks  the  political  stroke  to  make  most  of  his  ini- 
en.  "You'U  see  a  Clinton  that  does  a  lot  of  foreign 
uns  a  veiy  opportunistic  Presidency,"  says  one 
ser.  "He'll  pounce  on  situations  as  they  present 
to  underscore  that  he  still  has  power." 
K.  That,  at  least,  is  the  plan.  The  reality  is  that 
5t  exhausting  his  little  pile  of  poUtical  chips.  The 
lin  congressional  "fast-track"  trade-negotiating 
ipled  with  the  Republicans'  abiUty  to  block  many 
eks,  have  cost  the  Wliite  House  momentum.  To 
e  picture,  '98  looks  to  be  a  hellish  yeai-  on  the  Hill 
linton  will  be  caught  between  antagonistic  Re- 


TALK-A-THON:  At  least  Buddy  listens 


publicans  and  liberal  Democrats  loyal  to  House  Minority 
Leader  Richard  A.  Gephardt  of  Missouri,  who  has  been  skew- 
ering Clintonism  as  a  pallid  form  of  gop  market  worship. 

This  is  not  a  climate  in  which  Presidential  proposals  thiive. 
Yet  CHnton's  need  to  demonstrate  government's  relevance 
diives  him  to  fliit  wath  mega-issues  such  as  mcome  inequality, 
the  downside  of  global  competition,  racial  polaiization,  and  the 
threat  to  Social  Secuiity  posed  by  aging  baby  boomers. 

Clinton's  solutions,  however,  don't  measiu-e  up  to  the  prob- 
lems. Social  Secmity's  coming  insolvency  distm'bs  him,  but  his 
threadbare  answer  is  a  bipartisan  re- 
foiTn  commission.  Workei*s  who  lose  jobs 
to  foreign  competition  concern  him,  but 
the  best  the  CHntonites  can  cobble  to- 
gether is  a  $2  billion  job-displacement 
fund.  The  growing  pool  of  uninsured 
Americans  (41  million  at  last  count)  dis- 
tresses him,  but  a  new  stopgap  insur- 
ance plan  for  fiftysomething  workers 
who  lose  benefits  when  they  take  early 
retirement  would  put  just  a  small  dent 
in  the  problem. 

Perhaps  tax  reform  best  demon- 
strates the  divide  between  Presidential 
ambition  and  action.  Intellectually,  Clin- 
ton has  always  been  drawn  to  the  idea  of  penalizing  con- 
sumption and  kilUng  tax  preferences  for  business  and  well-off 
individuals.  But  his  economic  advisers  keep  telling  him  that  an 
early  embrace  of  tax  refoiTn  would  let  Republicans  hypnotize 
America  with  pleas  for  an  alhuing  flat  tax.  The  likely  result: 
The  Prez  will  lay  out  broad  criteiia  for  refoiTn,  while  contin- 
uing to  push  micro  tax  breaks  that  are  its  antithesis. 

When  CUnton  goes  before  Congress  to  lay  out  his  vision, 
the  overarching  theme  will  be  "unfinished  business"  during 
prosperous  times.  Not  exactly  poetry.  But  it's  to  be  expected 
from  a  President  who  sees  his  powers  ebbing  day  by  day. 

Bjl  Lec  Walczak 
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EARCH  FOR  DEFECTORS 

ions  of  a  filibuster-proof, 
ijority  dancing  in  his  head, 
jority  Leader  Ti'ent  Lott 
s  making  a  list  of  Democra- 
s  who  might  be  enticed  to 
ties,  Washington  insiders 
lOtt  is  ready  to  play  Santa 
g  plum  committee  assign- 
plenty  of  pork  before  those 
illing  to  make  the  leap.  Tar- 
le  senators  Jeff  Bingaman 
;xico  and  Harry  M.  Reid 
:"d  H.  Bryan,  both  of 


Nevada.  Centrist  Bingaman,  for  one, 
has  been  fi'ustrated  in  his  quest  for  a 
seat  on  the  Finance  Committee  and 
his  dealings  with  liberals  in  his  cau- 
cus. He  likes  Lott  and  is  friendly  with 
another  party-hopper,  Ben 
Nighthorse  Campbell  (R-Colo.).  But 
Democrats  insist  that  Lott's  chances 
of  wooing  Bingaman  are  slim.  One 
reason  is  that  Bingaman  is  intrigued 
by  the  chance  to  be  the  ranking 
Democrat  on  the  Senate  Energy  & 
Natural  Resources  Committee  now 
that  Senator  Dale  L.  Bumpers  CD- 
Ark. )  is  retiring. 


NEXT  CHIEF  OF  STAFF? 

►  Representative  Vic  Fazio  (D-CaHf.), 
who  is  retiring,  has  become  an  infor- 
mal White  House  adviser  on  dealing 
with  Capitol  Hill.  Clintonites  say 
Fazio  is  all  but  certain  to  be  offered  a 
top  Administration  job,  such  as  Presi- 
dential Counselor,  and  friends  have 
been  promoting  him  as  a  replacement 
for  Chief  of  Staff  Erskine  B.  Bowles, 
who  is  expected  to  depart  in  1998. 
The  moderate  Fazio,  the  No.  3  Demo- 
crat in  the  House,  is  seen  as  a  skillful 
bridge  builder  to  gop  centrists. 


International  Business 


SOUTH  KOREA 


SEOUL  IS  STILL 
TEETERING  ON  THE  EDGE 

The  crisis  has  eased  for  now,  but  without  radical  reform,  default  still  looms 


BANK 


|he  first  stage  of  Korea's  crisis  is 
over.  But  the  second  is  about  to 
begin — and  it  could  be  even 
worse. 

True,  as  Koreans  voted  for  a  new 
President  on  Dec.  18,  they  had  some 
good  news.  By  cobbling  together  its  last 
foreign  currency  reserves  with  a  few 
biUion  in  initial  loans  ft-om  the  Interna- 
tional Monetary  Fund  and  other  agen- 
cies, the  government  came  up  with  the 
fimds  to  cover  some  $20  billion  in  short- 
term  debt  due  by  yearend.  November 
brought  a  modest  monthly  cuirent  ac- 
count surplus,  the  first  since  1993.  And 
traders  saw  a  decision  to  let  the  won 
float  as  a  sign  that  policymakers  are  at 
last  getting  serious 
about  reform.  By 
election  eve,  the  cur- 
rency had  rallied  28% 
from  its  Dec.  12  low. 

The  euphoiia,  how- 
ever, could  be  short- 
hved.  Over  the  next 
few  months,  either  a 
policy  gridlock  will 
prevail  or  a  new  in- 
dustrial order  will 
start  to  take  shape — 
an  order  based  on  a 
restructured  corpo- 
rate sector  that 
stresses  focus  and 
profits  over  debt- 
fueled,  runaway  e.x- 
pansion.  If  the  new 
President  cannot  convince  the  world 
that  he's  committed  to  such  changes, 
foreign  banks  may  not  roll  over  the 
huge  debt  that's  coming  due.  Since  the 
government  has  guaranteed  the  debt  of 
the  financial  sector,  a  liquidity  crunch 
could  turn  Korea's  private  debt  prob- 
lem into  a  de  facto  sovereign  debt  prob- 
lem— leading  to  a  moratorium  on  pay- 
ments. In  a  similar  situation,  Mexico 
had  to  reschedule  its  debt  in  1982 — and 
lenders  shunned  it  for  years,  costing 
the  country  half  a  decade  of  lost  growth. 

It's  a  scary  combination  of  political 
and  financial  unknowns.  The  best  guess 
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now  is  that  Korea  owes  foreign  lenders 
some  $150  billion.  A  huge  chunk  of 
that — some  $30  billion — is  up  for  i-epay- 
ment  during  the  fii'st  quarter  of  1998. 
That's  because  foreigTi  bankers  gladly 
offered  short-term  loans  at  attractive 
rates  to  Korean  banks  and  chaebol  for 
much  of  1996  and  early  1997.  Institu- 
tions such  as  Korea  First  Bank  bor- 
rowed liberally  abroad,  then  in  tirni  lent 
money  to  pay  for  the  reckless  expansion 
of  such  gi-oups  as  Kia  and  Hanbo,  which 
are  now  bankrupt. 

Now,  much  of  that  debt  is  coming 
due.  Banking  analysts  say  the  top  Ko- 
rean banks  each  must  roll  over  or  repay 
anywhere  fi"om  $100  million  to  $1  billion 
every  month  for  the 
next  few  months.  If 
the  banks  cannot 
meet  their  commit- 
ments, the  financial 
crisis  will  be  back 
with  a  roar. 

Adding  to  the  un- 
certainty is  an  untest- 


KOREAN  ASSETS  BILLIONS* 


DATA  KPMG  SAN  TONG  &  CO 


ed  government  that 
must  deal  with  Ko- 
rea's worst  crisis 
since  the  assassination 
of  President  Park 
Chung  Hee  in  1979. 
Default  is  "a  real  risk, 
given  the  foreign-ex- 
change position  of  the 
government  at  the 
moment,"  says  Koyo 
Ozeki,  director  of  bank  rating  agency 
Fitch-IBCA  Ltd.  Japan,  noting  that  for- 
eign banks  are  calling  loans. 
QUICK  WORK.  Tliough  the  new  President 
won't  take  office  until  Feb.  25,  his  team 
must  quickly  link  up  with  outgoing  pol- 
icymakers to  push  ahead  with  changes 
that  would  give  foreign  lenders  the  con- 
fidence to  roll  over  loans.  The  National 
Assembly  will  convene  on  Dec.  23  to 
vote  on  a  controversial  financial  reform 
package  to  give  gi'eater  independence  to 
the  central  bank,  create  a  unified  finan- 
cial watchdog,  and  require  ti'ansparency 
in  business  activities.  "The  next  month 


will  be  critical  for  the  country 
nomic  fate,"  says  Park  Kyung  S  '^t^^ 
search  fellow  at  the  Korea  Insti  ^^5.^ 
Finance,  an  economic  think  tank  'I  ^ 
by  nearly  40  South  Korean  banl  is^^ 
cording  to  Washington  analysts,  (  it  it' ins 
fi-om  the  U.S.,  the  IMF,  and  Asia  ^ 
ernments  are  pressing  the  Kore  liei  Aeea 
speed  up  the  handover  of  power,  tettf  pi 
The  longer-teiTn  issue  is  wheth  i  teria 
incoming  administration  pushes  tl  nm^M 
radical  reform  or  tries  to  limp  b;  ifein 
haLf-measm"es.  A  new  agency,  sim  wBsi 
the  Resolution  Trust  Coip.  in  the  Soke 
needs  to  move  quickly  to  unlo£  si'ite 
$14  billion  in  bad  assets  it  is  s  isi>m,m 
fi'om  baiiks — steel  mills,  real  estatpw.?  tha 
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id  factories.  En- 
foreigners  to  buy 
•essed  assets  and 
iling  companies 
irk  a  welcome 
ven  Korea's  tra- 
ranoia  about  giv- 
trol  of  the  econ- 
ig  a  big  bank  to 
)uyer  would  also 
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Securitizing  and 
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5  giant  banks  of 
J  U.S.,  and  Eu- 
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;60  billion  at  stake  The  biggest 
e  to  Korea.  Many 

large  domestic 
le).  According  to 
Ti  the  past  year, 
America,  Chase 
,  and  Citibank  each  have  more 
lillion  in  Korean  loans,  and 
iwa  Bank  is  on  the  hook  for  $2 

one  thinks  the  fundamental 
of  these  banks  is  thi-eatened 
(osure,  and  many  of  them  have 
jing  their  position  in  Korean 


TIRED  TRADER 


companies 
continue  to  show 
pathetic  profits 


debt.  Japiuiese  biuiks  have  scaled 
back  their  exposure  to  Korea, 
which  totaled  $24  billion  at  the 
end  of  last  year,  by  more  than 
one-third. 

The  foreign  banks  are  not 
about  to  cut  off  credit  to  the 
biggest  chaebol,  which  have 
been  clients  for  years.  But  the  pressure 
on  Korean  companies,  especially  on 
those  below  the  top  tier,  will  remain  in- 
tense. Goldman,  Sachs  &  Co.  says  that 
the  49  largest  business  gi'oups  had  total 
profits  of  just  $32  million  on  combined 
sales  of  $274  billion  last  vear,  a  I'etmTi  of 


just  over  0.01%.  This  year 
is  certain  to  be  worse. 
Goldman  says  higher  rates 
will  cost  600  manufactur- 
ing companies  $8  billion  in 
additional  interest  pay- 
ments. The  Arm  also  ex- 
pects at  least  10  more  of 
the  50  lai'gest  chaebol,  plus 
half  of  all  small  and  medi- 
um-sized companies,  to  go 
under.  In  1997,  11  chaebol 
collapsed.  "The  name  of  the 
game  is  survival,"  says 
Samsung  Group  executive 
Um  Joo  Hyuk. 
BEGGING.  Mid-December  saw  Hanwha 
Group,  Korea's  ninth-largest  chaebol, 
begging  its  banks  for  $140  miUion  in 
emergency  loans.  The  Hyimdai  Group  is 
smarting  from  $700  million  in  loans  and 
guarantees  it  provided  to  the  banki-upt 
Halla  Group,  which  was  started  by  the 
brother  of  Hyundai's  founder.  Other 
chaebol  with  large  short-temi  debt  bui*- 
dens  include  Kohap,  Doosan,  Dong  Ah, 
and  Kumho.  "All  these  chaebol  have 
poor  short-teiTn  solvency  ratings  similar 
to  those  of  the  11  that  have  already 
collapsed,"  says  Kevin  Ohn,  corporate 
analyst  at  keb  Smith  Barney  Securi- 
ties. Rumors  abound  that  some  of  the 
bigger  chaebol  have  their  problems  too. 
Market  sources  say  recently  some  Sam- 
sung companies  defaulted  for  a  few 
hours  on  promissory  notes.  Samsung 
denies  the  incident  occuired. 

The  barrage  of  bad  news  coming  out 
of  Korea  makes  it  hard  to  be  optimistic. 
But  the  $600  million  current  account 
siuplus  in  November  is  a  reminder  that 
Korea  remains  a  manufacturing  power- 
house. Because  Korea  hasn't  had  a  big 
corporate  shakeup  for  more  than  15 
years,  this  crisis  is  a  chance  to  make 
some  overdue  changes.  "This  is  a  big 
opportunity  for  Korea  to  open  itself  up," 
says  Robert  F.  Gould  Jn,  a  consultant 
for  Korean  and  Japanese  businesses  and 
banks  at  Coopers  &  Lybrand. 

The  choice  has  never  been  starker. 
Korea  can  hang  on  to  business  as  usual. 
Or  it  can  embrace  a  more  open  economy 
and  trust  that  it  will  see  a  payoff  in 
higher  gi'owth  and  more  efficient  com- 
panies. Both  ways  will  hurt.  But  one 
promises  long-tenn  benefits,  while  the 
other  leads  to  a 


DAEWOO  LINE 

Korea  remains  a 
manufacturing 
powerhouse-but 
it  needs  to  slim 
down  drastically 


dead  end.  Koreans 
can  only  hope  their 
new  leader  has  the 
courage  to  pick  the 
right  path. 

By  Moon  Ihl- 
wati  in  Seoul,  with 
bureau  reports 
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A  GHAT  WITH 
CAMDESSUS 


From  Michel  Camdessus'  cheery 
demeanor,  it  isn'i  obvious  that  the 
managing  director  of  the  Interna- 
tiona.] Monetary  Fund  has  spent 
se'oeral  tense  wtordhs  trying  to 
contain  Asias  financial  crisis.  On 
Dec.  1.5,  Camdessus  discussed  the 
problem  with  Washington  Senior 
News  Editor  Owen  UUmann  and 
Correspondent  Dean  Foust. 

Q:  SouiJi  Korea's  needs  may  exceed 
the  $57  billion  rescue  package.  Did 
you  miscalculate  the  severity  of  t}ie 
problem? 

A:  Not  at  all.  [The  rescue  plan]  is 
sufficient.  We  shouldn't  forget  thai 
Korea  has  ver\-  Uttle  debt  in  terms 
of  gross  domestic  product.  We  are 
not  facing  a  debt  crisis  like  the 
19S0s.  where  countries  were  over- 
whelmed with  debt  and  where  the 
pubhc  sector,  including  [the  rvtr],  had 
to  bring  new  resources  to  allow  them 
to  avoid  default  or  bankruptc.v. 

Q:  Korea's  tvoes  stem  largely  from 
bad  private  loans.  Wliy  should  U.  S. 
and  European  taxpayers  bail  out  its 
private  companies!' 
A:  We  are  not  bailing  out  or  suggest- 
ing that  Korea  would  prevent  bank- 
ruptcy^ of  the  next 
chaebol.  We  donx  do 
that.  MF  money  is 
not  taxpayers"  mon- 
ev.  its  [from]  the 
central  banks  of  our 
members. 


DANGER  SPOT 

ki  For  Japan 
the  risk  is 
recession  11 


Q:  Korea's  markets 
continued  to  plum- 
met after  the  IMF  rescue  ims  an- 
nounced. Can  Korea  turn  things 
around? 

A:  An  element  of  uncertainty-  in  Ko- 
rea is  the  fact  that  the  government 
sent  conflicting  signals  [about  compli- 
ance with  the  IMF  plan]  immediately 
after  signing  the  package.  But  they 
are  in  tremendous  psychological  shock. 
All  of  a  sudden,  they  discovered  their 
economy  was  a  house  of  cards. 

Very  happih^  they  have  recovered. 
They  are  implementing  more  than  the 
program.  They  pledged  to  close  9 
barJis  but  have  closed  14.  They  are 
taking  measures  before  the  deadlines. 


Q:         long  v:U'i  it  take  for  foreign 
investors  to  return  to  Korea? 
A:  That  has  already  started.  Many 
people  are  discreetly  buying  in  Ko- 
rea, because  it  is  a  very  good  busi- 
ness. There  are  still  very  good  com- 
panies . . .  and  a  program  to  put  tliem 
on  a  solid  framework. 

Q:  Did  the  IMF  arrive  late  to  the 

scene  of  the  Asian  crisis? 
Al  We  have  been  telling  Asian  coun- 
tries to  be  careful.  I 
^■isited  Thailand  four 
times  from  July.  1996, 
to  July  1997.  for  the 
exclusive  purpose  of 
telling  them:  "You  are 
going  to  make  a  mess. 
You  must  get  rid  of 
this  very  dangerous 
peg  to  the  dollar."  We 
did  that  with  Indonesia.  Korea,  and 
the  Philippines. 


Q:  Conservatives  such  as  Steve 
Forbes  and  Jack  Kemp  attack  the 
IMF  for  prescribing  austerity  when 
countries  need  stimulus.  WJiat's  your 
response? 

A:  WTiat  we  [recommend]  is  just  to 
balance  the  budget.  I  am  certain  that 
Mr.  Kemp  does  not  believe  that  to 
balance  a  budget  is  to  put  a  squeeze 
on  the  economy  To  run  a  budget 
deficit  is  to  squeeze  the  private  sec- 
tor. They  possibly  don't  like  us  to 
suggest  higher  interest  rates.  If  you 


want  to  increase  eonndence  and  ha 
capital  come  back  to  the  country,  j 
need  attractive  interest  rates. 

Q:  Do  you  worry  about  running  m  ^ 
of  cash  if  more  countries  seek  lielp  - 
A:  No.  We  still  have  S40  billion  of 
usable  resources,  plus  the  possibilil 
of  drawing  an  ad(itional  S20  billion 
to  $30  billion.  And  when  the  parlia- 
ments ratify-  the  New  Arrangemeni 
for  Borrowing,  we  will  have  S25  bil 
Hon  more.  So  we  have  several  line^ 
of  defense. 

Q:  Could  Hie  Asian  crisis  trigger  a, 
global  recession? 
A:  Tlie  consequences  for  1998  will 
manageable  but  not  negligible.  Our 
forecast  sis  months  ago  was  4^* 
growth  in  199S;  now,  we  ai'e  aroi 
3.5%.  That  is  still  a  veiy  good  ni 
ber.  For  Japan,  the  risk  is  recessii 
We  suggest  that  it  speed  up  the 
structuring  of  its  financial  sector 

Q:  Wiat's  the  big  lesson  to  be  d 
from  tJie  crisis? 

A:  To  continue  making  every  effort 
to  promote  transparency^  have  the 
instruments  to  respond  to  emergen-.; 
cies,  and  complement  the  IMF's  sui^ '. 
veillance  with  regional  sur\-eillanee. 
You  have  nothing  of  this  kind  in 
Asia.  Of  course,  it  is  difficult  to  tefl 
yoiu*  neighbor:  "Ho,  ho,  ho,  yoiu- 
get  is  excessive."  But  the  IMF  is 
there  to  help. 
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WHY  WARBURG  RAISED  ITS  PADDLE 
FOR  CHRISTIE'S 

Taking  the  auction  house  private  could  prove  a  clever  move 


What  does  a  Swiss-owned  invest- 
ment bank  want  with  an  art  auc- 
tioneer? News  that  sbc  Warbiu-g 
&  Co.  may  make  a  takeover  bid  for 
venerable  London  auction  house 
Christie's  International  PLC  has  the  art 
world  abuzz.  Christie's  and  its  New 
York-based  archrival,  Sotheby's  Hold- 
ings Inc.,  are  relatively  small  compa- 
nies that  would  attract  little  attention  in 
other  industries.  But  they  are  closely 
watched  because  of  their  clientele.  Cor- 
porate moguls  enjoy  spending  big  bucks 


But  Warbiu'g  says  it  is  not  planning  to 
enter  the  ail  market.  Instead,  taking  the 
auction  house  private  seems  the  more 
Ukely  motive.  Chinstie's  is  not  particu- 
larly well  managed.  Although  it  passed 
Sotheby's  in  auction  sales  last  year  for 
the  fii'st  time  ever,  Sotheby's  has  consis- 
tently been  more  profitable.  In  the  fii'st 
half  of  1997,  Sotheby's  Iml  profits  of  $41.9 
million  and  auction  sales  of  $857.7  million, 
while  Chi-istie's  hatl  sales  of  $907.9  million 
but  only  about  $31  milhon  in  profits. 

Brian  Keelan,  the  swashbuckling 


HIGH  ROLLERS'  CLUB:  ChristWs  is  small  hut  closely  watched  because  of  its  rick  clientele 


for  paintings  they  can  display  as  tro- 
phies of  their  triumphs. 

As  the  two  sides  negotiate,  Wai'bui'g  is 
being  coy  about  its  intentions,  and  in- 
sists it  wouldn't  launch  a  hostile  takeover. 
There's  no  question  that  Chinstie's  could 
make  a  nice  addition  to  the  soon-to-be- 
merged  Swiss  Bank  Corp.'s  portfolio. 
Christie's  and  Sotheby's  have  carved  out 
dominant  positions  in  recent  yeai-s,  espe- 
cially in  estate  sales.  Few  dealers  can 
compete  with  theu-  financial  and  market- 
ing firepower,  and  the  auction  houses' 
volume  seems  bound  to  grow. 


banker  leading  the  Warburg  team,  may 
have  spotted  a  lipe  target  for  a  lever- 
aged buyout.  If  he  gets  control  of 
Christie's,  he  could  take  the  company 
private,  assemble  a  group  of  wealthy 
investors,  and  sell  them  stakes.  Tighter 
management  and  cost-cutting  could 
boost  Christie's  cash  flow,  and  a  private 
structure  would  allow  more  scope  for 
striking  special  deals  with  clients.  "A 
buyout  would  allow  management  a  fi'eer 
hand  than  in  a  publicly  traded  compa- 
ny," says  Guy  A.  Bell,  an  analyst  at 
London  brokerage  Beeson  Gregory  Ltd. 


Warburg's  preliminary  offei 
$815  million,  or  $4.89  per  slian 
though  Chiistie's  stock  is  up  si  >i  1 1.  i 
the  past  two  weeks,  to  about 
company  stUl  looks  relatively  chi'j 
simiing  that  new  management  cijj 
prove  Chiistie's  perfoiTnance,  gett^, 
this  price  would  be  "stealing  tlie^ 
ny,"  says  one  buyout  pro.  Indeed,, 
burg  bid  might  well  bring  other  \  if 
buyers  up  to  the  podium. 
ON  THE  UPSWING.  Keelan  is  strii 
an  opportune  time.  After  spend  p 
eai'ly  1990s  in  the  dokhamis,  the  a 
ness  is  again  on  the  upswing.  Ye  s 
Christie's  perfonnance  has  impro 7 
der  Chief  Executive  Christoplfc 
Davidge,  who  took  over  in  1993,  i|- 
not  considered  as  lean  and  focii 
Sotheby's,  which  is  run  by  Dii 
Brooks,  a  foraner  Citibank  profesi); 

Davidge  is  said  to  like  the  idea:: 
ing  the  company  private  becan 
would  have  more  leeway^ 
the  huge  deals  with  clieri 
are  increasingly  import: 
the  art  business.  For  e.xr 
Christie's  recently  wd 
right  to  auction  the  Vict: 
Sally  Ganz  painting  colli 
in  part  by  guaranteeing, 
heirs  about  $120  millior 
paintings  sold  for  $206  1! 
on  Nov.  11,  but  such  risk 
tics  make  public  sharen 
nervous. 

A  pivotal  figure  in  this 
uf  nei-ves  is  Joseph  Lewi 
Bahamas-based  investoi 
I  iwns  almost  30%  of  Chr 
Lewis  is  a  British  tax 
said  to  have  pai'layed  a  r 
rant  fortune  into  an  eve: 
ger  one  thi'ough  financial 
ing.  Warburg  says  it  ) 
want  him  in  its  consor 
Lewis  won't  comment. 

Buying  the  art  house 
certainly  not  be  risk-fre 
Warburg.  The  art  busin 
volatile,  and  bitter  price 
petition  between  Christie! 
Sotheby's  depresses  profits.  "It  is  a 
return  business  with  no  sustaii 
earnings  power,"  says  Scott  M.  Blaj 
Boston-based  money  manager  an^ 
collector.  Black  and  others  say  it' 
be  tough  to  cut  costs  and  boost  ma 
at  Christie's  without  alienating  th< 
experts  who  bring  in  hot  new  mat< 
StOl,  Christie's  could  use  a  shall 
Now  that  investors  have  glimpsf] 
higher  shai'e  price,  management  will  i 
a  good  reason  to  tmii  down  a  Warl 
bid — or  others  that  may  follow. 

By  Stanley  Reed  in  Lort 
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WHAT  IF 


TFCHNOLOGY 


HAT  IF,  LIKE  A  FINE  WINE,  THE  INFORMATION 
iTEMS  YDU  BUY  TODAY  CDULD  BECOME  MDRE 
UABLE  AS  TIME  PASSED?  WHAT  IF  THEY  COULD 
BECOME  EVEN  MORE  POWERFUL,  MORE  USEFUL 
AND  MORE  EFFICIENT  TOMORROW?  THAT'S  THE 
IDEA  BEHIND  THE  SYBASE  ADAPTIVE  COMPONENT 
ARCHITECTURE."  IT'S  AN  OPEN,  HIGHLY  SCALABLE 
FAMILY  OF  PRODUCTS  THAT  WORKS  BEAUTIFULLY 
WITH  YOUR  EXISTING  SYSTEMS  AND,  JUST  AS 
IMPORTANTLY,  LETS  YOU  KEEP  PACE  WITH  RAPIDLY 
EVOLVING  TECHNOLOGY.  ►  FOR  EXAMPLE,  OUR 
OPEN  COMPONENTS  SUPPORT 
JAVABEANS  and  third  PARTY 
STORES,  SO  YOU  CAN  ACCESS 
DATA  FROM  ANY  DATABASE 
MANAGEMENT  SYSTEM.  DUR 
COMPONENT  DEVELOPMENT  TOOLS  AND  MIDDLE' 
WARE  HELP  YOU  RAPIDLY  DEVELOP  AND  DEPLOY 
SCALABLE,  HIGH  PERFORMANCE  APPLICATIONS  ON 
ANY  TIER   AND   ON   THE   WEB.    ►   AND   SINCE  THE 

only  constant  is  change,  you  can  customize 
Adaptive  Component  Architecture  to  meet 

ALL  your  computing  NEEDS,  AS  THEY  EVOLVE 
To  LEARN  MORE  ABOUT  HOW  COMPANIES  ARE 
ALREADY  USING  OUR  TECHNOLOGY  TO  KEEP  THEIR 
INFORMATION  SYSTEMS  IN  VINTAGE  FORM,  VISIT 
US  AT  WWW.SYBASE.COM/SUCCESS.  OR  CALL 
1-BDQ-a-SYBASE  (REF.  ACBU3). 


INTRODUCING 

ADAPTIVE 

COMPONENT 
ARCHITECTURE 


i  Sybase 


THE  FUTURE 


WIDE      □  P  E 


ill  business,  think  inside  the  box. 


iNVKsiMENi  Proikciion: 

Willi  (I  powerful  Inlel  processor  m  your 
server,  you  have  llie  power  lo  Immlle 
lotluy  's  and  loiuorrinv's  appluvlious. 


SLi,LiNt.  On  Thl  Nti:  The  Intel  Feiiluim  II  processor 
based  server  can  help  you  allraci  new  ciislomers.  sland  upon 
from  llie  compelilion.  and  expand  inio  new  nuirkels  willi  a 
virlual  slorefroni  open  24  hours  a  day 


^ff    When  you're  buying  an 
Internet  server,  make  sure 
it  has  the  Pentium-  II 
processor  inside. 
With  a  Pentium  II  processor-based  server, 
you  have  access  to  a  wealth  of  software 
available  for  both  desktops  and  servers. 
Which  means  you  have  the  capability  to 
manage  your  day-to-day  business  and  host 
a  rich,  interactive  storefront  (jii  the  Web. 
So  you  can  attract  the  millions  of  customers 
aheady  searching  the  Web  for  products 
and  services.  The  result  '  You  do  more 
business,  and  your  business  grows. 

The  Pentium  II  processor  is  at  the 
heart  of  powerful  one-  and  two-processor 
servers,  giving  you  the  performance  head- 
room to  protect  your  server  investment 
longer  And  because  it's  from  Inlel.  you're 
assured  you're  getting  the  highest  quality 
microprocessor  available. 

So  look  for  the  Intel  Inside"  logo  on  your 
ne.xt  sei-ver  and  visit  us  on  the  Web  to  find 
out  more.  |  ►  www.intel.com/business/small  | 


intel 

The  Computer  Inside.'" 
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SUHARTO  S  BEST  MOVE  MAY  BE 
TO  BOW  OUT  NOW 


Jakarta's  power  elite  loves  to  gossip  about  who  might  suc- 
ceed President  Suharto.  The  gi'apevine  works  overtime 
eveiy  fifth  year  when  the  Indonesian  strongman  prepai'es 
to  go  to  Par'liament  to  renew  his  mandate,  as  he  must  again  in 
Mai-ch.  Tlie  goal  is  to  guess  whether  a  tame  general,  a  Suhar- 
to I'elative,  or  someone  else  will  become  Vice-President,  and 
thus  the  elderly  leader's  legal  successor,  should  he  die  m  office. 

The  game  suddenly  tiu'ned  deadly  seiious  in 
early  December  when  the  76-yeai-old  leader — 
long  plagued  with  kidney  and  heait  problems — 
feU  ill  with  an  unspecified  condition.  On  doctor's 
orders,  he  canceled  a  trip  to  Malaysia  for  an 
Association  of  Southeast  Asian  Nations  (asean) 
summit.  Suhailo  appeai'ed  on  national  rv'  to  allay 
feai"s  about  his  health.  But  he  looked  pale  and 
sat  cross-legged  on  the  floor,  suggesting  he  could 
not  stand  for  long.  Financial  markets  went  into 
a  fimk.  Indonesia's  stock  mai'ket  and  the  rapiah 
crashed  to  record  lows. 

UGLY  HISTORY.  What  dismays  markets  is  the 
receding  prospect  that  Indonesia  will  get  the 
reforms  it  needs  to  pull  out  of  its  financial  tail- 
spin.  The  country  has  never  had  an  orderly 
transfer  of  power.  Suharto  came  to  office  32 
yeai"s  ago  in  a  miu'derous  coup.  Now,  according 
to  the  rumor  mill,  if  Suharto  survives  until 
March  he  will  refuse  to  acknowledge  the  new 
Vice-President  as  his  legitimate  successor.  The 
lack  of  a  clear  heir  apparent  is  a  recipe  for  a  bloody  power 
stioiggle  between  Suharto's  family  and  the  amny. 

If  he  wants  an  orderly  succession,  say  political  analysts, 
Suharto's  best  option  is  to  resign  before  March.  Constitu- 
tionally, he  would  be  replaced  by  current  Vice-President 
Ti'y  Sutrisno,  a  retired  general  who  has  army  support 
and  is  considered  less  venal  than  I'ivals.  "This  is  a  critical 
juncture  in  our  history  where  a  political  solution  is 
the  only  answer.  It's  no  longer  [just]  an  economic  prob- 


I  ^ 
SUHARTO:  Aili)iy,  stubborn 


lem,"  says  prominent  Indonesian  lawyer  Mulya 

A  gi'owing  number  of  Indonesia's  200  million  pop^ 
agrees.  But  Suhaito  has  other  ideas.  He  still  apparently 
Try's  appointment,  imposed  on  him  in  1993  by  the 
wanted  to  keep  a  pUant  incumbent  in  office.  Recently, 
has  insisted  he  wants  his  daughter  Siti  Hardiyanti  Rukm| 
Tutut,  to  succeed  him  regardless  of  who  is  Vice-Preside 
GRAVY  TRAIN.  But  the  Suharto  dynast| 
large  part  of  the  problem.  Suharto's  si 
ch-en  are  major  beneficiaries  of  the  cronj 
talism  that  plagues  Indonesia.  The  Intern! 
Monetaiy  Fund  wants  Suharto  to  curb  hi  t 
ily's  influence  in  return  for  a  $40  billion  bai  [t 
Indonesia.  But  the  Suhai-to  offspring  ai'e  fi 
to  stay  aboard  their  gravy  train.  Thei 
can't — or  won't — stop  them  from  mockir 
IMF,  thus  undennining  Indonesia's  efforts 
build  its  intemational  credit  and  credibiUl 

Worse  still,  the  Suliaito  children  are 
geiing  the  bailout  by  flouting  its  condition 
spite  Indonesia's  pledge  to  rein  in  infra 
tui"e  outlays,  for  instance,  one  daugh 
plowing  ahead  with  a  power-plant  projt 
Java.  Meantime,  son  Hutomo  Mandala 
or  Tommy,  insists  on  keeping  control  of  tl 
inously  costly  national  car  progi'am. 

The  family's  excesses  ai'e  fanning  discc 
as  Indonesia  faces  a  recession  after  years 
gi'ovrth.  Unemployment  is  soaiing.  More  than  a  millioi  f^^fr- 
stiiiction  and  factoiy  workers  may  be  laid  off.  Instead 
tmTiing  to  drought-stnick  villages,  they  could  become  a 
plosive  political  force. 

Suharto's  illness  aggi'avates  an  ah-eady  serious  cris 
wise  choice  of  a  successor  now  is  his  last  chance  to  restor 
bility — and  confidence  in  his  battered  country. 

By  Michael  Shari  in  Kuala  Lm 
with  Sheri  Prasso  in  New 


GLOBAL  WRAPUP 


MARCOS'  HOARD  HEADS  HOME 

►  After  11  years  of  litigation, 
Switzerland  will  release  over  $500 
million  of  blocked  funds  deposited  in 
Swiss  banks  by  President  Ferdinand 
Marcos  and  family.  The  Swiss 
Supreme  Court,  saying  it  wanted  "to 
maintain  the  good  reputation  of 
Switzerland,"  ruled  on  Dec.  12  that 
the  cash  can  be  returned  to  the 
Philippine  government. 

Manila  has  been  trying  to  recover 
the  money,  allegedly  stolen  from  state 
coffers,  since  Marcos'  overthrow  in 
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1986.  The  Saviss  insisted  that  they 
needed  an  order  from  a  Philippine 
court,  which  was  never  forthcoming. 
Now  the  proviso  has  been  dropped. 
Instead,  the  Swiss  want  the  Philippine 
government  to  guarantee  that  the  cash 
will  be  distributed  to  victims  of  the 
Marcos  regime  by  a  court  that  meets 
U.  N.  standards  of  legal  process. 

A  BANANA  SKIN  FOR  THE  WTO? 

►  Caribbean  countries  ai'e  outraged  at 
a  recent  World  Trade  Organization 
appeals  decision  that  would  end  in  15 
months  the  preferential  treatment 


the  tiny  banana-exporting  nations 
in  European  Union  markets.  Critic 
both  inside  and  outside  governmer. 
are  threatening  to  boycott  the  WTC 
it  isn't  more  considerate  of  small 
countries.  "If  this  is  the  way  thingi 
will  evolve,  small  countries  will  be 
crushed,"  says  Richard  L.  Bernal, 
Jamaica's  ambassador  to  the  U.  S. 

The  countries  want  a  longer  tran 
tion  period  before  ending  a  special 
censing  arrangement  that  encourag< 
European  imports  of  high-priced 
Caribbean  bananas.  The  wro  ruled  l 
process  violates  global  trading  rules 


Retirement  Is  Dead.  It's  Been  Replaced  By 

A  Novel  Concept  Called  Living. 


Who  decided  that  at  the  age  of  65  it  was  time  to  liil  the  l)iakes,  start  acting  your  age,  and  smile  sweetly 
as  the  world  spins  hyV  Dehnitely  not  you.  So  we've  packaged  a  unique  set  of  tools,  including  atmuities, 
401(k)s,  IRAs,  mutual  funds,  aud  lile  insurance  lor  you  and  your  lamily.  Everything  vou  need  to  lav  the 
groundwork  for  your  next  grand  adventure.  Whether  that's  finishing  law  school  or  turning  vour  genius  for 
the  perfect  omelet  into  a  corner  cafe.  F^ecause  when  you  tui  ii  65,  the  concept  of  retirement  will  he  the  only 
thing  that's  old  and  tired.  For  a  free  hrochure,  call  1-800-AETNA-60  or  visit  us  at  littp://vv\v\v.aetna.com. 


Build  for  r>  e  t  i  r  e  ni  e  n  t .  Manage  for  Eife! 


/Etna  ^ 

Retirement  Services.. 


A  d  V  e  r  t  i s  e  tn  e  n  t\  * 

Tim  Saving  Technology  J 

Sevetith  in  a  Series  Sponsored  \hy^^  AT&T-   _^ 


ON  THE  ROAD  WITH  MARK  MOBIUS  AND  AT&T 


As  Managing  Director  o\  Templeron  Asset  Management, 
LTD.,  an  international  investment  group  specializing  in 
the  world's  developing  markets,  and  President  of  the 
lempleton  Hmerging  Markets  Fund,  Dr.  Mark  Mohius  is  always 
on  the  mcwe,  traveling  thousands  of  miles  each  week,  crossing 
time  zones  as  if  they  were  side  streets.  And  yet,  thanks  to  AT&T, 
he's  always  within  reach. 

A  rainy  (California  Thursday  found 
Dr.  Mobius  five  time  zones  away,  \^ 
enjoying  a  business  lunch  in 
bustling  restaurant  in  Rio  de 
Janeiro,  Brazil.  We  tlidn't 
know  where  lie  would 
be  when  we  phoned, 
and  it  didn't  matter: 
with  the  placement  of 
a    single  cell-phone 
call,   we  were  almost 
instantaneously  convers- 
ing, engaged  in  a  conversation 
that  woukl  have  taken  days  to 
plan  and  numerous  callbacks  to 
complete  if  we  had  to  pin  him  down  in  an  office. 

(.IcL.kle  i)t  SLTVicc  with  Icmplcnin.  "The 
quality  and  (.onvL-niuncc  m.ikc  AT&T  .i 
\'(.T\'  valuabk-  mcnilx  t  ol  mv  team.  " 


A  VALUABLE  TEAM  MEMBER 

Matk  iVlohius  pc^L■l;rlllatuln^  arc 
tlie  result  of  a  business  that's  truK 
nldh.il  in  n.itLire  Templeton  Asset 
Manai;ement,  LTD.  is  basexl  in  Sinuapore 
and  Hong  Kong  (and  its  parent  compa- 
ny, I'ranklin  Resources  Inc.,  is  based  in 
San  Mateo,  (ailitj,  but  Dr.  Mobius 
spends  most  ol  his  time  in  the  compa- 
ny's international  branch  offices  —  now 
loe.ited  111  1  I  countries  on  hve  conti- 
nents or  in  one  of  the  lO  nations  in 
which  the  l  iind  has  made  investments. 

He  wouldn  I  do  any  of  it  without 
A-l'cScT. 

"I  can't  think  ol  .1  time  when  i  wasn't 
using  AT&'l, "  he  says  recollecting  on  his 


Especially,  he  has  discovered,  in  the 
world's  developing  countries.  Using 
local  telephone  systems,  it  sometimes 
c.in  be  difficult  to  pl.ice  an  outbound 
call.  But  with  A'l'i'<:T's  international 
telecommunications  services,  calls  are 
completed  easily—  and  c|uickly.  AT&T's 
digital  phone  lines  also  olter  much  high- 
er c]iiality  connections  than  the  analog 
lines  still  in  tise  in  most  ol  the  develop- 
ing world- 

SAVING  MONEY,  SAVING  TIME 

Wherever  he  goes,  Mark  Mobius 
keeps  AT&T's  global  access  numbers 


close  at  hand.  But  it's  not  just  the  con- 
venience that  has  made  AT&T  his  com- 
pany's long-time  business  partner.  As 
an  investor,  he  spends  most  ot  his  day 
trying  to  strike  the  most  attractive 
financial  deals  he  can  tor  his  company's 
clients,  and  so  he  appreciates  the  signif- 
icant savings  that  AT&T  offers.  "Calls 
through  AT&T  are  tar  less  expensive 
than  those  made  through  local  tele- 
phone systems,"  he  notes,  "particularly 
if  you're  calling  from  a  hotel." 

AT&T  also  saves  money  liy 
saving  executives  like 
Mark  Mobius  valu- 
able time,  allowing 
them  to  be  much 
more  efficient  each 
time  they  pick 
u  p  t  h  e  tele- 
phone. "With 
'X  AT&T,  1  can 
call  three  or 
tour  countries 
at  once  without 
being  disconnect- 
ed," he  explains. 
Plus,  AT&T's  high- 
quality  handling  ot 
digital  communica- 
tions attords  him  uninterrupted  access 
to  his  e-mail  and  his  company's  inter- 
nal data  bases  from  almost  anywhere  in 
the  wcirlcl. 

For  Mark  Mobius,  that's  the  bottom 
line:  keeping  in  touch.  To  succeed  in  the 
international  investment  business,  "we 
have  to  keep  in  touch  with  markets  all 
over  the  world  in  real  time,  and  we  have 
to  be  in  touch  with  our  clients  on  a  2  1- 
hour  basis.  1  couldn't  do  any  ot  it, "  he 
concludes,  "without  AT&T." 


Kevin  R-  Hopkins,  wln)  heads  a  San  I5icf;o- 
basccl  corporate  communications  company, 
writes  frequently  about  technology  antt 
telecommunications. 


Jo  you  keep  your  people  connected  when  the  workplace  is 
orld?  The  AT&T  Corporate  Calling  Card  is  their  lifeline. 
5  AT&T  operators,  conference  calling,  voice-messaging,  even 
reters,  within  their  reach.  Which  puts  success  within  yours. 
T&T  Corporate  Calling  Card  is  the  most  effective  way  of  doing 
:ss,  wherever  it's  being  done.  For  more  information,  contact 
Account  Executive,  visit  us  at  www.att.com/business_traveler 
I  1-800-222-0400. 


It's     all     within     your  reach 


How  Clarify  is  helping  Toyota  use  customer  serii 
to  j:ev  up  sales. 


and  nlarketing,  j 
sance  and  help  desks,  j 


1-888  CLARIFY 
www.clarify.com 


(yUinfv  s  front  office  solutions  automate  proc 
oustomer  service,  f  ield  service  and  logistics,  c 
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WHEIHE  TO  INVEST 


INTRODUCTION 


Time  to  Shift 

Out  of  Cruise  Control 

The  investment  terrain  is  a  lot  bumpier.  BW's  guide  will  help 


Over  the  past  three  years,  it  hasn't  taken 
a  genius  to  make  a  mint  in  the  markets. 
Anyone  coukl  shovel  money  into  an  in- 
dex fimd  that  mimicked  the  Standard  & 
Poor's  500-stock  index,  then  sit  back  and  watch 
the  money  gTow,  with  gains  neaiing  30%  annu- 
ally. Investing  had  become  a  no-brainer. 

Well,  those  days  are  over.  In  1998,  in- 
vestors will  have  to  be  a  whole  lot  smarter,  a 
whole  lot  pickier,  and  a  whole  lot  luckier. 
They're  also  going  to  have  to  keep  close  tabs 
on  global  news:  As  events  of  recent  months 
have  shown,  what's  going  on  in  Seoul  can 
send  shock  waves  through  Silicon  Valley.  The 
U.  S.  bull  market  may  be  far  from  over,  but 
its  endurance  is  being  sorely  tested.  Global 
stock  markets  are  jittery.  New  investment 
opportunities  sprout  daily,  but  their  promise 
is  uncertain.  So  business  week,  in  its  annual 
yearend  appraisal  of  the  investment  land- 
scape, shows  you  how  to  negotiate  the  ter- 
rain— how  to  avoid  the  pitfalls,  how  to  seek 
out  the  hidden  treasures,  and  where  to  head 
for  higher  gi'ound  when  trouble  looms. 

First,  you  should  survey  the  economic 
scene.  The  global  slowdown,  precipitated  by 
the  financial  crises  in  Asia,  may  be  just  what 
the  doctor  ordered  as  far  as  inflation  hawks  at 
the  Federal  Reserve  are  concerned  (page  80). 
Rising  imports  and  slowing  exports  should 
dampen  U.  S.  growth  and  keep  a  lid  on  prices, 
obviating  the  need  for  any  near-term  tighten- 
ing of  interest  rates.  Economic  output  is  likely 
to  gi-ow  about  2.4%  in  1998,  down  ft-om  1997's 
robust  3.7%  gain  (page  74).  Import  competi- 
tion, wage  pressures,  and  slowing  demand  for 
U.  S.  goods  won't  spell  a  happy  story  for 


earnings,  though,  and  it's  the  stellar  peifol 
mance  of  U.  S.  corporations,  more  than  an| 
thing,  that  has  propelled  stocks  higher  in 
cent  years.  Expect  earnings  to  grow  abou 
in  1998,  down  from  11%  in  1997  (p.  159). 

Now  that  you  know  there's  limited  upsi' 
potential  for  stocks,  what  to  do?  You  mig 
want  to  plunge  into  Asian  markets,  figuriij 
there  are  great  buys.  But  use  caution,  or 
least  be  ready  for  things  to  get  worse  bef| 
they  get  better.  South  Korea's  problems  at 
far  from  over,  and  Japan's  economy  remaiijis 
the  wild  card  (page  112).  In  Latin  Americ;;^ 
meanwhile,  Mexico  looks  good,  while  other| 
markets  are  more  iffy  (page  116).  And  if  y\ 
want  to  enhance  the  international  flavor  oij 
your  portfolio  without  taking  a  risk  in  em 
ing  markets,  Europe  looks  attractive,  than, 
to  restructuring  and  merger  fever  (page  1 

While  contemplating  geographic  diversifi 
tion,  you  might  review  your  allocations.  Y( 
could  put  more  money  in  fixed-income  inv 
ments,  always  a  decent  bet  when  interest 
rates  don't  seem  headed  higher  (page  148). 
You  could  work  out  some  elaborate  options 
strategies  to  protect  your  investments  (pa^j 
124).  You  could  wade  into  high-tech  invest-' 
ments  just  as  some  folks  are  bailing  out;  di 
spite  bad  news  in  that  sector,  there  should  b 
some  good  performers  in  1998  (page  107).  C' 
you  could  try  real  estate,  which  offers  a  i 
wider  range  of  investment  options  (page  15,|. 

No  cjuestion,  investors  wiW  have  to  expen 
a  lot  more  energy  and  attention  in  refining , 
their  portfolios  in  1998.  If  they're  smart  the 
should  be  rewarded  for  their  effort.  i 
By  Karen  Pennar  in  New,  Fo 
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And  for  the  Economy's 
Next  Act . . . 

A  cooldown-not  a  recession-is  in  the  forecast.  But  the  big  unknown  is  still  Asia 


IClKt 


W 


hat  a  year.  In  1997,  the  U.  S. 

omy  reveled 
strong  3.7% 
gi'owth, 


mild  2%  inflation, 
4.6%  unemploy- 
ment, low  inter- 
est rates,  fat  prof- 
its, and  a  seemingly 
unstoppable  stock 
market.  Such  trends 
are  the  stuff  that  eco 
nomic     dreams  are 


made  of. 

But  now  it's  time  to 
look  at  1998,  and  based  on  busi- 
ness week's  annual  survey  of  50 
top  economists,  the  outlook  is 
filled  with  more  than  the  usual  un- 
certainties. For  example,  how  much 
will  the  Asian  crisis  affect  growth, 
the  trade  deficit,  and  profits?  Can 
stronger  markets  in  Europe  take  up 
some  of  the  slack'?  Will  tight  U.  S.  la- 
bor markets  push  up  labor  costs'?  Will 
it  be  inflation  or  deflation?  Here's  what 
the  experts  think. 

First  of  all,  one  way 
or  another,  U.  S.  eco- 
nomic gi'owth  is  going 
to  slow  from  its  ram- 
bunctious 1997  pace. 
The  slowdown  may 
come  simply  from  an 
unwinding  of  the  un- 
sustainable cyclical 
strength  that  had  built 
up  in  1997.  Or  it  may 
be  the  result  of  an 
Asian-led  drag  on  for- 
eign demand.  Or — if  growth  remains 
stubbornly  robust — the  Federal  Re- 
serve may  lose  patience  and  hike  in- 
terest rates.  And  don't  forget  the  pos- 
sibility of  a  confidence-shattering  stock 
market  correction  amid  worries  over 
profits  (chart).  But  bariing  any  new  fi- 
nancial shocks,  a  recession  is  not  on 
the  radar  screen.  All  forecasters  ex- 
pect the  slowdown  to  be  a  soft  landing, 
resulting  in  an  eight-year  expansion, 
the  longest  period  of  peacetime  pros- 
perity since  World  War  II. 


mm 
imm 
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THE  COMING 
PROFITS  SLOWDOWN 


GROWTH  IN  OPERATING  EARNINGS  PER  SHARE 
OF  STANDARD  &  POOR  S  500-STOCKS  INDEX 
A  PERCENT  'PROJECTIONS 
DATA  CONSENSUS  TORECAST 


World  growth  in 
1998  will  also  ease 
back.  The  Asian  region 
geneT'ally  will  crater,  of 
course,  taking  some  of 
Latin  America  with 
it — especially  Brazil, 
where  Asian  fallout 
has  rained  down  heav- 
ily. Elsewhere,  eco- 
nomic prospects  are 
blight.  Canada  and 
Mexico,  which  together 
buy  more  U.  S.  exports 
than  all  of  Asia,  are  each  set  to  post 
solid  gi-owth.  Moreover,  the  pace  in 
Western  Eui'ope,  wMch  chips  in  20%'  of 
U.  S.  export  jjurchases,  is  projected  to 
l)ick  up  a  bit. 

BUSINESS  WEEK  expects  the  U.S. 
economy  to  gi-ow  2.4%  next  year,  mea- 
sui'ed  by  fourth-quarter  to  fourth-cjuar- 
ter  gi'owth  in  real  gross  domestic  prod- 
uct. That  is  a  shade  above  the  2.3% 
average  of  the  50  forecasters  (table), 
and  it  mainly  reflects  our  belief  that 
the  slowdown  will  anive  later  rather 


than  sooner,  given  the  econo 
powerful  momentum  heading 
1998.  We  expect  consumer  infl^UUtS 
to  edge  up  only  to  about  2.5%, 

pickup  in  service  p^umsn 
offsets  a  continued  cl 
in  goods  inflation.  An 
ter  the  unemploy™ 
rate    declines  slij 
fi'om  November's  24' 
low  of  4.6%,  we  loo 
joblessness  to  ris 
4.8%  by  yearend. 
slower  growth. 

The  big  unkn 
however,  is  Asia. 
Asian  meltdown 
its    effect  on 
trade,  inflation, 
profits  is  the  most 
nificant  issue  for 
U.  S.  economy 
1998,"  says 
Sinai  of  Primark 
cision  Economics 
1997's  best  forecaster  (page 
Most  others  agi-ee.  Of  the  expected 
percentage-point  slowdown  in 
gi'owth  from  1997,  the  economists 
heve,  on  average,  that  Asian  woes 
account  for  half  a  percentage  poir 
that  cooler  pace.  And  with  the  ev 
still  fluid,  most  believe  that  the  risk 
vor  a  bigger  jolt.  "To  date,  the  ban  ^If. 
casualties  have  been  confined  to 
but  I  would  hazard  a  guess  that  sfc[ 
global  banks  also  will  face  nonperfq 
ing-loan  problems  before  this  cris; 
over,"  says  Nancy  Kimelman  of  T 
nical  Data. 
TRADE  TRAUMA?  The  gi'owth  impa(ft||jj||' 
the  U.  S.  will  be  felt  mainly  throur 
widening  trade  deficit,  wiiich  was 
ready  expected  to  rise  even  before 
Asian  flu  began  to  spread.  "Given 
the  U.  S.  sends  close  to  30%  of  its 
ports  to  all  Asian  countries,  it  stand 
reason  that  exports  will  weaken 
the  30%  to  60%  currency  devaluati 
already  experienced  in  some  of  tl 
countries,"  says  Anthony  Chan  of  E 
One  Investment  Advisors.  Moreo' 
since  Asian  goods  will  be  even  cheaW 
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PERCENT  CHANGE  IN  REAL 

REAL 

CONSUMER 

TREASURY  YIELDS 

JOBLESS 

GROSS  DOMESTIC  PRODUCT 

GDP 

PRICES 

3-MO. 

3a-YR. 

D  ATT 

1998 

PERCENT  CHANGE 

1998 

1998 

1998 

1 

I! 

III 

IV 

IVQ  1997-IVQ1998 

IVQ 

IVQ 

IVQ 

DSLER  The  Conference  Board 

4.3 

2.9 

2.9 

3.0 

3.3 

2.9 

5.60 

6.50 

4.4 

H  M.  CAMILLI  Tucker  Anthony 

3.2 

3.7 

2.5 

2.5 

3.0 

2.7 

5.20 

5.20 

4.0 

VN  EICKHOFF  Eickhoff  Economics 

3.0 

2.9 

2.8 

2.9 

2.9 

2.3 

5.45 

6.72 

4.6 

.  LEVY  Nations  Banc  Montgomery  Securities 

2.6 

2.6 

2.8 

2.8 

2.8 

2.2 

5.70 

4.8 

IRO  CIBC  Oppenheimer 

3.0 

2.5 

3.0 

2.7 

2.8 

2.5 

5.00 

5.80 

4.7 

SMITH  University  of  North  Carolina 

2.7 

2.8 

2.6 

3.1 

2.8 

2.0 

4.95 

5.50 

4.5 

.EAHEY  High  Frequency  Economics 

2.5 

3.5 

2.5 

2.5 

2.8 

2.8 

5.50 

6.50 

5.0 

BOLTZ  T  Rowe  Price  Associates 

2.9 

2.0 

3.0 

2.9 

2.7 

2.6 

5.25 

6.10 

4.8 

IS  Huntington  National  Bank 

2.7 

2.6 

2.6 

2.6 

2.6 

2.6 

AO 

4.9 

IR  Yale  University 

3.3 

2.6 

2.3 

2.1 

2.6 

1.7 

R  fin 

7  '^n 

4.2 

GALLAGHER  Soclete  Generale 

3.0 

2.6 

2.6 

2.4 

2.6 

2.5 

5.60 

6.40 

4.5 

MELMAN  Technical  Data 

3.0 

2.4 

2.5 

2.5 

2.6 

2.9 

5.00 

6.00 

5.0 

MARKSTEIN  Markstein  Advisors 

3.2 

2.8 

2.2 

2.0 

2.6 

2.0 

4.70 

5.60 

4.8 

RIZZO  Maria  Florlnl  Ramirez 

3.1 

2.9 

2.4 

2.2 

2.6 

2.5 

o .  OU 

RD 

5.8 

TINE  G.  aORAS  Bell  Atlantic 

2.9 

2.4 

2.3 

2.6 

2.6 

2.2 

R  1  9 

D .  i  <L 

4.6 

iOHEN  Morris  Cohen 

2.8 

2.4 

2.4 

2.4 

2.5 

2.7 

5.20 

6.35 

4.4 

R.  ENGLUND  MMS  International 

2.4 

2,7 

2.2 

2.7 

2.5 

2.6 

5.40 

5.75 

4.4 

HARRIS  PaineWebber 

2.3 

2.1 

2.4 

3.1 

2.5 

2.0 

5.30 

6.00 

5.0 

W.  SYNNOTT  U.S.  Trust  Co.  of  N.Y. 

3.0 

2.4 

2.2 

2.5 

2.5 

2.5 

R  nn 

4.8 

WILLIAMS  Bankers  Trust 

2.8 

2.5 

2.3 

2.3 

2.5 

2.7 

D  .DyJ 

fi  Rn 

4.4 

IDI  Rpplnnal  Financial  Assnriatps 

3.2 

2.8 

2.2 

1.9 

2.5 

2.8 

5.70 

6.60 

4.8 

1  BRUSCA  The  Nikkn  SpriiritiP<;  Cn  Int 

2.6 

2.5 

1.8 

2.9 

2.4 

3.2 

5.60 

6.15 

5.0 

)OPER  &  KATHLEEN  MADIGAN  Business  Week 

3.5 

2.5 

2.0 

1.5 

2.4 

2.5 

5.40 

6.00 

4.8 

REEDER  Charles  Reeder  Associates 

0.8 

0.3 

3.7 

4.8 

2.4 

2.3 

A  9n 

5.2 

1.  CHANDROSS  Republic  National  Bank  of  New  York 

2.8 

2.2 

2.3 

2.0 

2.3 

2.4 

fi  9n 

4.7 

R  First  llninn 

II    1    1  1  O  L    U  1  1  1  U  M 

2.4 

2.0 

2.1 

2.7 

2.3 

1.8 

5.15 

5.75 

4.2 

R.  PASLAWSKYJ  The  CIT  Group 

2.5 

2.3 

2.0 

2.3 

2.3 

2.0 

4.90 

5.85 

5.0 

NAi  Primark  Decision  Economics 

2.3 

2.0 

2.4 

2.5 

2.3 

2.5 

5.00 

5.58 

4.9 

FEINBERG  Merrill  Lynch 

1.7 

2.0 

2.6 

2.8 

2.3 

1.9 

nn 
D .  uu 

5.2 

HAWAN  UCLA  Anderson  Forecast 

2.4 

2.3 

2.2 

1.9 

2.2 

2.7 

R  RC) 

flR 

5.5 

f.  SHROUDS  DuPont 

2.4 

2.3 

2.0 

1.9 

2.2 

2.2 

5.20 

6.20 

5.0 

CARL  WEFA  Grouo 

2.3 

2.1 

2.0 

1 .9 

2.1 

2.6 

5.60 

6.80 

4.7 

CHAN  Banc  One  Investment  Advisors  Corp. 

1.5 

1.5 

1.0 

1.0 

2.0 

1.9 

5.00 

5.70 

5.2 

\.  PARKS  Robert  H.  Parks  &  Associates 

3.0 

2.0 

1.0 

1.0 

2.0 

1.3 

A  nn 

R  nn 
D .  uu 

6.0 

SLER  Nomura  Securities  International 

2.1 

2.2 

1.7 

1.8 

2.0 

2.3 

R  1  n 

R  on 

5.0 

F  ALLYN  Scudder  Stevens  &  Clark 

1 .6 

1.2 

2.5 

2.4 

1.9 

2.3 

4.90 

5.60 

5.1 

iRKOCY  Brown  Brothers  Harrlman  &  Co. 

2.3 

2.0 

1.7 

1.7 

1.9 

2.6 

5.75 

6.90 

5.0 

A.  BROWN  J.  P.  Morgan 

3.5 

2.5 

1.0 

0.5 

1.9 

2.6 

5.50 

6.00 

4.6 

ilMINERO  Independent  Economic  Advisory 

2.0 

1.5 

1.7 

2.1 

1.8 

2.5 

R  n^ 

f,  9n 

5.0 

1.  HOFFMAN  PNC  Bank  Corp. 

2.2 

1.7 

1.7 

1.5 

1.8 

2.5 

A  Qn 

1  R 
D .  1  0 

5.2 

ftAVERMAN  DKB  Securities  (USA) 

2.0 

1.7 

1.0 

2.0 

1.7 

1.6 

4.70 

5.20 

5.0 

KEEN  Conrail 

1.9 

1.8 

1.5 

1.7 

1.7 

2.5 

5.05 

6.25 

5.0 

S  S.  PERNA  Fleet  Financial  Group 

2.2 

1.8 

1.4 

1.6 

1.7 

2.5 

4.75 

6.05 

4.8 

EN/C.  VARVARES  Macroeconomic  Advisers 

1.8 

1.9 

1.6 

1.6 

1.7 

2.5 

R  nn 

A  97 

5.0 

BLITZER  Standard  &  Poor's 

2.0 

1.8 

1.5 

1.2 

1.6 

2.0 

R  An 

A  9n 

4.9 

YARDENI  Dputsrhp  Morgan  Grpnfell 

2.0 

2.0 

1.3 

1 .0 

1.6 

1.5 

4.50 

5.00 

4.5 

N  SOHN  Norwest  Corp. 

1.5 

1.5 

1.5 

1.5 

1.5 

2.8 

5.55 

6.60 

5.2 

WYSS  Standard  &  Poor's  DRI 

1.4 

1.4 

1.3 

1.7 

1.5 

1.9 

4.83 

6.02 

5.1 

SHILLING  A.  Gary  Shilling  &  Co. 

1.5 

1.0 

1.0 

1.0 

1.1 

1.7 

A  on 

c  r\r\ 

5.4 

H.  REUSS  Piper  Jefferson 

1.5 

1.5 

0.5 

0.0 

1.0 

2.0 

4.00 

5.50 

5.0 

US 

2.5%  2.2% 

2.1% 

2.1% 

2.2% 

2.3% 

5.14% 

6.05% 

4.9% 
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in  dollars,  look  for  U.  S.  imports  to 
gi'ow  somewhat  faster  as  well. 

Based  on  the  econometric  model  of 
Maeroeconomic  Advisers,  the  currency 
effect  alone  will  cut  0.4  percentage 
points  fi-om  U.  S.  economic  gi'owth  over 
the  next  two  years,  while  weaker  Asian 
demand  will  siibti'act  about  twice  that 
amount.  Add  it  all  up,  and  the  U.  S. 
trade  deficit  is  expected  to  widen 
sharply  in  1998,  providing  the  biggest 
single  hit  to  the  year's  growth  rate. 
But  wliile  export  gi-owth  will  be  slower 
as  a  result  of  the  Asian  effect,  it  should 
remain  healthy.  The  bigger  problem 
will  be  a  flood  of  cheaper  Asian  goods, 
when  imports  already  account  for  a 
record  31%  of  domestic  demand  for 
nonoil  goods. 

TOP  GURU 


However,  not  all  Asian  fallout  will 
be  negative.  A  finlher  strengthening 
in  the  trade-weighted  dollar,  mainly 
against  Asian  currencies,  will  place  fui'- 
ther  downward  pressure  on  U.  S.  in- 
flation, chiefly  tlirough  goods  prices.  As 
a  result,  consumers  will  enjoy  continued 
low  interest  rates  and  further  gains  in 
real  wages  in  1998.  Also,  cheaper  com- 
modity prices  around  the  world  will 
lower  production  costs  for  many  busi- 
nesses. However,  all  economists  reject 
an  outright  decline  in  overall  prices. 
"We  see  no  U.  S.  deflation,"  says  Joseph 
Liro  of  ciBC  Oppenheimer  Corp.,  "as 
domestic  demand  is  strong  and  service- 
sector  inflation  will  accelerate,  offsetting 
any  decline  in  goods  prices." 

In  addition  to  Asia,  profits  are  an- 


other especially  worrisome  issuifli  -' 
1998.  BUSINESS  WEEK  also  surwa 
economists  on  their  earnings  outjbkf 
and,  on  average,  operating  eanunjiip? 
share  for  the  companies  in  the  jtiin 
dard  &  Poor's  500-stock  index  ar  e; 
pected  to  grow  only  6%  in  l!t;»s.  , 
half  the  projected  results  for  lli'.n. 
problem  may  well  go  beyond  the  , 
ings  hit  to  U.  S.  multinationals  th: 
business  in  Asia.  "Wage  increase^ai 
starting  to  exceed  the  possible  prim 
tivity  gains,"  says  Edward  E.  YaBe! 
of  Deutsche  Morgan  Grenfell  Inc.l) 
LEAPING  LABOR.  At  yearend  199>a\ 
erage  hourly  earnings  were  lijin 
slightly  more  than  4%  from  a  yeai 
and  with  labor  markets  likely  to  ■ 
en  fiuther  in  early  1998.  wage  gi  tys 


Those  Rose-Colored  Glasses  Were  20/20 
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Some  children  dream  of  play- 
ing baseball  or  exploring 
si)ace.  Not  Allen  L.  Sinai. 
"I've  loved  economics,  probably 
since  I  was  a  little  boy.  I  just 
love  working  with  numbers," 
says  the  chief  global  economist  of 
Primark  Decision  Economics. 
Well,  Sinai  hit  a  home  run  in 
1997,  wiien  his  forecast  for  the 
economy  proved  to  be  the  most 
accurate  of  the  50  surveyed. 
Sinai's  projecting  precision  was 
followed  closely  by  the  forecasts 
of  James  F.  Smith  of  the  Univer- 
sity of  North  Carolina  and  con- 
sultant Morris  Cohen,  business 
week's  projections  placed  10th 
out  of  the  50  forecasts. 

Back  in  December,  1996,  Sinai 
was  more  optimistic  on  economic 
growth  than  the  consensus  fore- 
cast, and  he  saw  little  inflation 

ti'ouble  ahead.  And  because  he  discemed  few  price  pres- 
sures building,  his  forecast  foi'  a  drop  in  interest  rates  was 
right  on  the  money. 

Looking  back,  Sinai  points  out  that  1997  was  different 
from  previous  years  of  this  expansion  in  that  the  econo- 
my's largesse  reached  more  peo|)le.  Workers  saw  gains  in 
real  pay  and  better  job  prospects,  he  says,  while  investors 
benefited  from  soaring  stock  and  bond  prices.  Overall,  says 
Sinai,  "1997  was  an  extraordinary  year  for  Main  Street 
and  Wall  Street." 

In  fact,  Sinai  sees  a  growing  "symbiotic  relationship" 
between  the  denizens  of  Wall  and  Main  Streets,  and  the 
link  is  productivity.  That's  not  a  surprise,  since  the  .58- 
year-old  Michigan  native  counts  himself  within  the  New 
Economy  camp,  which  preaches  that  high  productivity 
gains  have  enabled  the  economy  to  grow  quickly  without 


PRIMARK'S  SINAI 


ueneed 
ft  tlf  F( 


generating  inflationary  pressl 
"The  blood,  sweat,  and  tears 
American  workers  are  accour 
for  the  gains  in  real  wages  a: 
also  for  the  good  fortune  of  ^ 
Street"  says  Sinai.  At  the  sai  '-.km 
time,  he  notes:  "More  Americ  inotl 
ai'e  dependent  on  the  stock  n  aiy  of  eo 
ket  for  more  of  their  pay,  in 
foi'ms  of  stock  options  and  40 
contributions." 

KING  OF  THE  HILL.  For  1998,  ^teiii 
exjjects  the  year  to  be  "excelk 
but  not  the  barn  burner  of  19J 
He  projects  that  economic  gro 
will  slow  to  2.3%,  with  inflatioi 
maining  tame  at  2.5%.  The  Fe 
al  Reserve  will  likely  hike  she: 
term  interest  rates,  says  Sinai 
I  )nly  once  or  twice,  pushing  th( 
federal  fimds  rate  to  6%. 
Sinai  divides  his  time  betW' 

 Primark's  headquarters  in  Ne 

York  and  his  home  in  Lexington,  Mass.,  where  he  lives 
with  his  wife,  writer  Lee  Etsten  Sinai.  He  has  been  do 
the  weekly  Northeast  Corridor  commute  since  1983,  w) 
he  became  chief  economist  at  Lehman  Brothers.  Prior 
that,  Sinai  worked  at  Data  Resources  Inc.,  now  Standa 
&  Poor's  DRi,  where  he  worked  with  founder  Otto  Eck- 
stein to  develop  the  DRI  econometric  model. 

Sinai  compares  forecasting  to  the  task  of  Sisyphus  ir 
Greek  mythology.  Sisyphus  was  condemned  for  etemitj 
roll  a  boulder  to  the  top  of  a  steep  hill,  only  to  see  the 
stone  i-oll  back  down  and  the  task  begin  again.  "Every 
year,  we  get  to  do  a  new  forecast,"  Sinai  says.  "And  wl 
we're  wrong,  the  stone  rolls  to  the  bottom  of  the  hill, 
we  have  to  do  it  all  over  again."  For  1997  at  least.  Sin; 
stone  stayed  at  the  top  of  the  hill. 

By  Kathleen  Madigaii  in  New  ] 


e)it  i/eai 


E!i;heFi 


'J 

••  iit 

■ilSpit) 

'"■i  and 
W: 

5B!Efv 
To);' 


76  BUSINESS  WEEK  /  DECEMBER  29,  1997 


niie  to  accelerate.  That's  es- 
■ue  for  pay  in  the  service  sec- 
I  employs  three-fourths  of  all 
ctor  workei's  and  where  labor 
;  generally  immune  to  foreign 
)n.  Service  wages  at  yearend 
ving  at  a  4.5%  clip.  "Margins 
ider  pressure  in  1998,"  says 
veen  of  Conrail  Inc.  "We  are 
dent  that  offsetting  produc- 
is  can  be  achieved." 
'  industries  may  have  more 
r  prices  in  an  attempt  to  pass 
ir  higher  labor  costs  to  con- 
ut  price  resistance  by  house- 
likely  remain  stiff.  Ajid  given 
lationary  winds  blowing  out 
1  top  of  intense  global 
!stic  competition,  the 
es  of  many  goods  pro- 
uld  get  hung  out  to 
leni  says  that  many 
lysts  expect  at  least 
ngs  gi'owth  in 
■  the  econ-  - ,  ^ 
?  right,  in- 
ill  be  in  fur 
ious  earn- 
pointments. 

important, 
ved  inflation 
A^ill  help  to 
he  need  for  a 
;  of  monetary 

the  Federal 
But  any  pohcy 
nil  not  be  easy. 
:y  of  economists  be- 
t  the  Fed  will  either 
;y  on  hold  in  1998  or 
ut  interest  rates.  "A 
sning  would  ft-ustrate 
I  bail  out  the  Asian 
3,    since  it 
y  mop  up  the 
liquidity  that 
lational  Mon- 
nd  and  vari- 
al  banks  are 


hold  fundamentals  actually  were 
stronger  at  the  end  of  1997  than  they 
were  at  the  beginning.  Those  include 
employment  gi'owth,  confidence,  lower 
long-term  interest  rates,  and  stock 
prices.  Demand  for  housing  and  big- 
ticket  items  is  set  to  remain  sturdy, 
especially  with  fixed  mortgage  rates 
cmi'ently  headed  toward  7%.  Moreover, 
as  long  as  demand  holds  fii-m,  capital 
spending  will  also  stay  robust,  but  lausi- 
ness  outlays,  especially  for  more  tradi- 
tional machineiy  and  buildings,  are  Uke- 
ly  to  suffer  as  the  year  wears  on, 
reflecting  slowei'  growth  and  weaker 
profits. 

Also,  the  U.  S.  export  ma- 


ASIA:  ROUGH 
TIMES  AHEAD 


r  Ciminero  of 
mt  Economic 
■.  However, 


mestic  con- 
er  a  strong 


bor  costs  will 
n  internation- 
s,"  says  Mai-k 
Regional  Fi- 
ssociates. 

i  the  drag  on  growth  from 
U.  S.  economy's  momentum 

ill  carry  over  into  early  1998. 

•s  accounted  for  two-thirds  of 
growth  in  1997,  and  house- 


REAL  GDP  GROWTH 

1997 

1998 

CHINA 

9.3 

8.8 

HONG  KONG 

5.4 

3.9 

INDONESIA 

6.3 

3.2 

JAPAN 

0.9 

1.3 

KOREA 

5.8 

3.4 

MALAYSIA 

7.4 

3.1 

PHILIPPINES 

4.9 

3.9 

SINGAPORE 

7.4 

5.3 

TAIWAN 

6.6 

6.2 

THAILAND 

0.9 

-1.7 

chine,  while 
slufting  down  a 
notch,  will  remain 
strong.  Exporters  have 
greatly  enhanced  their 
competitiveness  in  re- 
cent years.  So  despite 
the  dollar's  strength, 
real  exports  of  goods 


1997,  even  faster  than 
in  1996.  During  the 


DATA  AVERAGE  OF  FORECASTS  BY  MERRILL  LYNCH. 
ING  BARINGS,  AND  MORGAN  STANLEY  DEAN  WIHER 


cutting  prices  in  dollar 
terms  in  order  to  re- 
main competitive.  A 
threat  for  1998  could 
be  rising  labor  costs, 
which  could  limit  some  of  those  ag- 
gi'essive  pricing  decisions. 

Outside  of  Asia,  the  outlook  for  the 
other  70%  of  U.  S.  export  markets  is 
upbeat.  That's  especially  true  for  Eu- 


rope, which  is  finally  beginning  to  make 
the  shift  from  export-led  growth  to 
stronger  domestic  demand.  In  fact, 
slower  global  gi-owlh  in  1998  will  crimp 
Eui'opean  exports,  but  domestic  spend- 
ing growth  is  expected  to  be  firmer 
and  broader  Support  vdll  come  from 
the  lagged  effects  of  very  stimulative 
interest  rates,  a  slight  pickup  in  real 
wages  as  labor  markets  improve  at 
least  gindgingly,  and  the  lack  of  fiscal 
restraint  that  has  hamj^ered  gTowth  in 
recent  years.  Already,  European 
gTowth  in  the  middle  quarters  of  1997 
has  been  generally  in  the  3%  zone.  Ex- 
ports are  still  dominating, 
but  capital  spending  by 
businesses  on  equipment 
and  inventories  is  show- 
ing signs  of  life  in  re- 
sponse to  strong  corpo- 
rate profits. 

JAPAN     FACTOR.  The 

news  is  not  so  optimistic 
for  the  world's  second- 
largest  economy,  Japan. 
The  sharp  slowdown  in 
growth  within  emerging 
Asia  will  likely  clobber 
Japan,  which  is  highly 
exposed  to  the  crisis 
since  nearly  45%  of  its 
exports  go  to  other 
Asian  nations.  Most  econ- 
omists believe  that 
the  real  threat  to  the 
U.  S.  from  the  Asian 
turmoil  is  not  from 
trade  flows  but  from 
the  possible  breakdown 
of  Japanese  financial  sta- 
bility and  the  after- 
shocks on  U.  S.  financial 
markets.  "With  domestic 
economic  growth  stagnat- 
ing due  to  a  tight  fiscal 
policy,  the  financial  system 
has  cracked,  and  public  funds  are  now 
required  to  rescue  the  system,"  says 
Richard  Jerram  of  ing  Barings  Ltd. 
A  key  worry  is  a  possible  Japanese 
recession  that  would  push  stock  and 
property  prices  down  even  further  and 
swell  the  nonpeifoiTning  loans  of  banks 
even  more. 

But  aside  from  any  Asian  doomsday 
scenario,  the  U.  S.  economy  heads  into 
1998  easily  in  the  best  shape  it  has 
been  in  since  the  1960s.  To  be  sure, 
the  coming  year  will  present  much 
gi'eater  challenges  for  businesses  and 
investors  than  1997.  But  past  cost-cut- 
ting and  investments  in  high-tech 
equipment  have  given  the  economy  the 
enhanced  efficiency  and  competitive- 
ness it  needs  to  weather  most  global 
stoiTns — including  this  one. 

By  James  C.  Cooper  and  Kathleen 
Madigan  in  New  York 
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THE  FRAMEWORK 


WASHINGTON 


The  Partisan  Battles 
Are  on  Their  Way  Back 

Democrats  and  Republicans  are  set  to  squabble  over  a  slew  of  new  policies 


In  1997,  President  Clinton  and  Re- 
publican leaders  in  Congi-ess — sens- 
ing voter  disgust  with  partisan  bick- 
ering— cast  aside  then-  philosophical 
disagi"eements  long  enough  to  balance 
the  budget.  That  historic  agreement, 
which  included  a  cut  in  the  capital-gains 
tax  and  expansion  of  individual  retire- 
ment accounts,  was  enough 
for  most  investors  to  de- 
clare the  year  a  success. 

But  don't  look  for  a  sim- 
ilar bipartisan  lovefest  in 
1998.  With  no  "must-do"  is- 
sue on  their  plate.  Democ- 
rats and  Republicans  are 
now  itching  to  renew  theii" 
political  warfare  over 
eveiything  fi-om  refonning 
the  tax  code  to  spending  a 
possible  budget  surplus. 
Meanwhile,  the  economic 
crisis  in  Asia  is  sure  to 
spark  pitched  battles  in 
Congress  over  the  U.  S. 
role  in  a  bailout  of  trou- 
bled Pacific  Rim  economies 
and  a  prospective  trade 
pact  with  South  America. 
Asia's  tuiTnoil  is  "a  real  in- 
vitation for  the  dema- 
gogues in  Congi'ess  to  play 
on  people's  fears,"  says 
David  Rothkopf,  a  formei-  Clinton  Ad- 
ministration trade  official  now  at 
Kissinger  Associates. 

One  fight  will  be  over  U.  S.  partici- 
pation in  a  $57  billion  rescue  of  South 
Korea  by  the  International  Monetary 
Fund.  Fearful  that  the  crisis  could 
spread  to  China  and  Japan,  Ti-easury 
Secretary  Robert  E.  Rubin  bypassed 
Congi-ess  by  committing  $5  billion  from 


a  Ti'easury  currency  fund.  "We  saw  a 
deteriorating  situation  that  we  thought 
had  important  ramifications  beyond  Ko- 
rea," says  a  senior  Ti-easury  official. 

But  Rubin  and  his  top  deputy, 
Lawrence  H.  Summers,  intend  to  re- 
new their  call  early  next  year  for  Con- 
gress to  contribute  to  a  new  IMF  fund. 


REPUBLICAN 


DEMOCRAT 


Senator  Roth  (Del.)  is  In  the  House,  Gephardt 

likely  to  seek-and  win-new  (Mo.)  will  push  a  populist 

restrictions  on  the  program  of  tax  cuts  aimed 

Internal  Revenue  Service  at  the  middle  class 

wliich  may  be  needed  soon  if  the  Asian 
problems  get  worse.  Many  Hill  mavens 
believe  getting  approval  for  these  new 
funds  will  be  difficult,  especially  since 
Asian  countries  will  be  trying  to  dig 
their  way  out  of  trouble  by  stepping  up 
exports  to  the  U.  S.  One  certain  no 
vote  will  come  from  Representative 
Bernard  Sanders  (1-Vt.),  who  rails 
against  lending  billions  abroad  "while  it 


is  very  hard  for  American  sma 
ness  people  to  access  affordable 
The  outlook  for  Asia  will  lik 
termine  Fed  policy  as  well.  Fo: 
than  a  year.  Federal  Reserve 
man  Alan  Greenspan  has  resis' 
temal  pressiu'e  fi'om  hawkish  colli 
to  brake  the  surging  economy  b; 

ing  interest  rates, 
er,   with  wages 
Greenspan  and  othe] 
officials  began  hinti 
October  that  they 
ready  to  nudge  up  r 
But    soaring  inr 
from   Asia,  along 
dropping  Asian  de 
for  U.  S.  exports,  cou 
U.  S.  growth  by  half 
centage  point,  to  a: 
2.5%.  This  could  enab 
Fed  to  put  off  any 
hikes,  especially  if  inl 
remains  tame.  Give: 
tight  labor  marketi 
Asian  slowdown  "hit 
good  moment,"  says 
Vice-Chair  Alice  M.  F 
On  the  other  er 
Constitution  Avenue 
publicans  and  Demo 
can  be  expected  to 
war  over  a  favorite 
the  tax  code.  Emboldened  by  drai 
hearings  into  Internal  Revenue 
vice  abuses,  Senate  Finance  Comnl"*^ 
Chairman  William  V.  Roth  Jr  (R-le  '  nty 
will  press  for — and  win — new  reiH  '-JIo*- 
tions  on  the  nation's  tax  collector,  b 
as  shifting  the  legal  burden  of  p 
from  audited  filers  back  to  the  IR! 

But  the  iRs-bashing  wall  be  a  wTj 
up  for  the  GOP's  real  goal:  a  funda; 
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WHAT  TO  EXPECT  FROM 
WASHINGTON  ON  KEY 
ISSUES  IN  1998 


BUDGET  Washington  is 
already  buzzing  with  pro- 
posals for  how  to  spend  a 
possible  budget  surplus. 
All  talk  IS  premature:  With 
the  economy  cooling  fast,  any  surplus 
will  be  too  small  to  spend. 


TAXES  Congress  will  pass  IRS  i 
ing  in  the  spring  and  may  foll| 
with  some  easing  of  the  marrij 
ty.  The  debate  ov 
based  tax  reform 
up  but  don't  ex| 
action  in  '98. 


[Mln 


LOWER  TARGETS 


I  ter  last  year's  historic 
j  reement  to  balance  the 

dget,  the  cooperative 
:  )od  in  Washington  has 
;  aporated.  Now,  with  little 
j  ance  for  bipartisan 
j  rmony,  modest  aims  may 
'  all  that  can  be  expected 

the  coming  year 


tal  overhaul  of  the 
tax  code  itself.  In  the 
coming  year.  Repub- 
licans will  press  for 
broad-based  reform, 
I  1  Ihey  still  haven't  mustered  a 
r  sus  within  the  party  on  just  how 
c  vould  rewrite  the  current  sys- 
i!  louse  Majority  Leader  Richard 
ney  (R-Tex.)  will  renew  his  push 
•:  !"('  flat  tax,  while  House  Ways  & 
t  ;  Committee  Chairman  Bill 
■  (R-Tex.)  favors  a  national  sales 
>  >oii't  expect  a  new  tax  system 
i  the  '98  congi'essional  elections, 
!'  lint  on  lots  of  rhetoric  as  the  gop 
:t  )  convince  the  pubhc  that  radical 
1  I  is  needed. 

H  1ST  PROGRAM.  Across  the  aisle. 
D    Minority  Leader  Richard  A. 
^1  !xlt  (D-Mo.) — with  liis  eye  toward 
inocratic  nomination  in  2000 — will 
pojjulist  progi-am  that  cuts  taxes 
lilies  earning  $60,000.  Meanwhile, 
'  moderate  Bob  Kerrey  (D-Neb.) 
a  plan  to  encourage  savings 


through  creation  of  a  super-iRA  that 
sMelds  all  investment  income  fi'om  taxes 
until  earnings  are  withdrawn. 

Not  to  be  outdone.  President  Clinton 
has  already  created  an  Administration 
task  force — led  by  Summers  and  Na- 
tional Economic  Council  Director  Gene 
B.  Sperling — to  come  up  with  proposals 
of  their  own.  But  Clinton  has  set  some 
specific  gi'ound  rules  for  any  tax  ini- 
tiative: It  must  be  simple,  fair  to  the 
middle  class,  a  boon  to  economic 
growth,  and  it  must  not  widen  the 
deficit.  That  rules  out  any  major  tax 
cut  as  well  as  a  flat  tax,  which  Clinton 
claims  would  favor  the  rich. 

Any  revenue-neutral  tax  reform 
would  also  create  losers  as  well  as  win- 
ners, and  Clinton  has  never  been  will- 
ing to  deliver  bad  news  to  voters.  Even 
reformers  such  as  Keirey  acknowledge 
that  such  moves  are  fraught  with  peril. 
"You  almost  have  to  repeal  democracy 
to  do  this,"  he  admits.  "Unless  you  hold 
the  line  on  [revoking]  all  the  deduc- 
tions, you  can't  do  the  reforms." 


But  refornicis  GREENSPAN: 
hope  that  this  year  Will  the  Asian 
the  budget  might —  crisis  delay 
for  the  first  time  in  rate  hikes? 
two  decades — move 
back  into  the  black.  "The  big  political 
change  is  that  you  can  think  about  buy- 
ing off  the  losers  with  the  surplus," 
says  one  White  House  adviser.  The 
problem:  A  sm-plus  could  quickly  melt 
away  if  the  economy  slows  significantly. 

The  GOP  has  its  own  ideas  about 
what  to  do:  Cut  taxes.  Their  fii'st  tar- 
get will  be  the  mamage  penalty,  which 
forces  some  couples  to  pay  more  than 
they  would  as  singles.  The  gop  can't 
repeal  the  penalty — which  would  cost 
$20  billion  to  $30  billion  a  year— but 
they  may  begin  to  phase  it  out. 

Such  goals  pale  beside  those  Clin- 
ton and  congi-essional  leaders  shared  a 
yeai"  ago.  But  with  odds  for  cooperation 
dim,  modest  aims  may  be  the  best  that 
can  be  achieved. 

By  Dean  Foust,  with  Howard  Gleck- 
mmi,  in  Washington 


TRADE  With  tensions 
^  heated  over  Asian 
I  bailout,  the  Clinton 

Administration  will  fall 
quest  to  win  congres- 
oval  to  negotiate  a  new 
with  Latin  America. 


REGULATION  The  SEC  will  press  FASB  to 
approve  a  new  rule  requiring  companies 
to  better  account  for  their  hedging  posi- 
tions. SEC  Chairman 
Arthur  Levitt  also  will 
^     launch  new  initiatives  to 
\0)  cut  capital-raising  costs. 


MONETARY  POLICY 

Greenspan's  embrace  of 
the  New  Economy  has  its 
limits:  If  the  Asian  crisis 
doesn't  slow  the  U.S.  economy,  the  Fed 
will,  with  one  or  two  rate  hikes  in  '98. 
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Blistering  days.  Freezing 
nights.  A  landscape  that  in  some  places 
resembles  the  surface  of  the  moon. 

It  takes  a  special  type  of 
person  to  live  in  the  Arizona  desert.  And  we're 
proud  to  say  that  some  of  those  special  types 


Arizona.   U  S  ^ 

are  working  at  Toyota's  multi-million-dollar 
Arizona  Technical  Center  and  Proving  Ground. 

Here,  teams  of  local  sci- 
entists, engineers  and  drivers  put  Toyota 
vehicles  through  the  kind  of  torture  most  of  us 
will  never  experience  in  a  lifetime  of  driving. 

Arizona  is  just  one  part  of 
Toyota's  global  family  of  operations.  A  net- 
work that  encompasses  technical  centers  and 
design  studios  on  three  continents.  And  man- 
ufacturing facilities  in  26  countries  from 
Australia,  to  Venezuela,  to  the  UK. 

As  a  company  doing 
business  in  the  global  marketplace,  Toyota 
recognizes  the  need  to  invest  locally,  to  ensure 
that  the  products  we  sell  answer  the  special 
needs  and  standards  of  all  of  our  customers. 
In  the  U.S.,  there  are  Toyotas  designed  in 
California,  tested  in  Michigan  and  built  in 
Kentucky,  California,  and  soon  in  Indiana. 

Around  the  world,  Toyota 
is  committed  to  investing  in  local  people. 
And,  even  out  in  the  desert,  it's  proving  to  be 
a  fertile  investment. 


TOYOTA  People  Drive  Us 
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ASSET  ALLOCATION 


How  the  Experts 
Would  Diwy  Up  Your  Portfolio 

What's  the  right  mix  of  stocks,  bonds,  and  cash?  Here's  the  lowdown  from  top  pros 


1)0; 

N'a 


Tliese  days,  finding  just  the  right 
recipe  for  your  portfolio  can  be 
tough.  Just  ask  any  asset  allo- 
cator. Bond  niavens  can't  agi'ee 
whether  the  Federal  Reserve's  next 
move  will  be  towai'd  tighter  or  looser 
credit.  Asia's  economic  crisis  is  roil- 
ing many  stock  markets  around  the 
world.  And  the  big  question  is  how 
much  vigor  U.  S.  equities  have  left  af- 
ter three  straight  years  of  20%-or-bet- 
ter  returns. 

The  idea  behind  asset  allocation  is 
simple:  You  build  a  diversified  port- 
folio from  an  optimal  mix  of  stocks, 
bonds,  cash,  and  pei'haps  other  assets. 
If  you  do  it  right,  you  should  be  able 
to  earn  a  decent  return  with  less  risk. 
Your  cash  and  bonds,  for  example, 
should  give  you  protection  if  your 
stocks  decline. 

To  help  you  find  the  right  mix  in 
these  tougher  times,  business  week 
called  on  a  panel  of  successful  profes- 
sionals from  different  corners  of  the 
investment  world  for  their  )-ecommen- 
dations.  They  differed  in  many  areas. 
But  with  one  exception,  these  pros 
shared  an  inclination  to  move  away 
from  domestic  shares  and  toward 
overseas  stocks.  Many  equities  have 
been  beaten  down  to  bargain  levels 
in  Asia.  Others  may  j-eflect  prospects 
for  more  I'obust  economic  growth  in 
some  countries  overseas.  "It's  impor- 
tant to  take  money  out  of  U.  S.  mar- 
kets when  appropriate,"  advises  J.  P. 
Moi-gan  &  Co.  Managing  Director  Jean 
L.  P.  Brunei. 

BUSINESS  WEEK  asked  each  alloca- 
tor how  to  invest  a  taxable  account 
for  an  individual  who  needed  neither 
the  capital  nor  the  dividends  for  basic 
living  expenses.  Because  individual 
investors  put  their  money  to  work 
with  different  aims,  the  experts 
were  asked  to  tliink  both  shoit  tenn — 
for  someone  with  a  one-year 
investment  horizon — and  long  term — 
for  an  investor  who  is  thinking  about 
returns  five  years  down  the  road 
(table).  Hei'e's  what  the  pros 
suggested: 


JEAN  L.  P.  BRUNEL,  /.  E  Mor- 
gan &  Co.  inanagimj  director: 
The    chief  investment 
strategist  for  J.  P.  Mor- 
gan's wealthy  private 
clients  also  sees  no 
reason    to  fear 
higher  interest 
rates.  "The 
biggest  risk  in  the 
world  is  continued 
disinflation,"  he 
says.  "Companies 
tell  us  every  day 
that  they  have  very 
limited  pricing 
power" 

Given  that,  Bninel 
suggests   some  in- 
triguing fixed-income 
investments  in  what  he 
calls  the  "extended  mar- 
ket"— international,  emerg- 
ing-mai'ket,  and  high-yield 
bonds.    Of   these,  "the 
greatest  amount  of  val- 
ue is  in  emerging-mar- 
ket   debt,"    he  says. 
Asia's  currency  mess 
has  knocked  them  off  their 
highs  of  recent  months,  and  they 
once  again  sport  attractive  yields- 
when  compared  with 
U.  S.  Ti-easuries.  "The 
spreads  are  much  too 
wide  for  the  reality  of 
the   risk,"   he  says. 
Such  riskier  fixed-in- 
come   assets  would 
claim  10%  of  Brunei's 
one-year  portfolio,  and 
perhaps  12%  of  the 
long-term  one. 

In  equities,  Brunei 
favors  Europe,  Aus- 
tralia, and  New  Zealand  over  the  U.  S. 
In  Europe,  Bnuiel  sees  expanding  eco- 
nomic activity.  He  is  especially  fond 
of  Singapore,  which  he  argues  has 
been  unfairly  tarred  in  the  Southeast 
Asian  debacle.  Says  Brunei:  "The  val- 
ue is  there,  and  you've  got  to  step  up 
to  the  plate." 


WIDER  NET 


With  one  exception, 
BUSINESSWEEK'S 
panel  shared  an  incli- 
nation to  move  away 
from  domestic  equi- 
ties and  toward  stocks 
in  overseas  markets 


KELLER, 

of  m  a  n 
munis  for  A.  G.  Edu 
&  Sons:  Among  r 
brokers,  Edwards 
earned  a  reputa 
for  some  of  the  coi  ■< 
tently  best  stock 
search  around.  S: 
surprise,  then, 
Keller  came  up 
the  most  stock-lafc; 
portfolios.  For  the 
year  investor, 
would  put  60% 
stocks,  with  $45,000  in  the  Puti 
Fund  for  Growth  &  Income,  $7,50 


the  Templeton  Ft)reign  Fund, 
$7,500  in  the  Goldman  Sachs  Sr 
Cap  Value  Fund.  The  next  30% 
would  put  in  a  municipal-bond  ft 
such  as  Colonial  Tax-Exempt  A, 
the  remainder  in  a  tax-free  mon 
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ket  fund.  (Each  of  these  funds 
•s  a  sales  charge,  so  stingy  do-it- 
selfers  might  look  for  comparable 
lad  funds.) 

lev  the  five-year  period,  Keller 
IS  that  $72,000  should  be  divided 
ly  among  18  large-  and  mid-cap 
equities,  such  as  Texaco  Inc.  and 
Ocean  Ltd.  Next,  he  would  place 
(00  apiece  in  the  Goldman  Sachs 
Fempleton  fimds.  Keller  is  staying 
•  of  bonds  and  would  put  just 
$4,000  in  a  money  fimd. 
Why  the  caution  on 
bonds?  Citing  a  tight 
job  market,  high  facto- 
ry use,  and  lots  of  cash 
in  consumers'  pockets, 
Kellei'  argues  that  "the 
next  meaningful  move 
in  rates  is  up." 
BRIAN  McMAHON,  presi- 
dent of  Tfiomburg  Manage- 
ment Co.:  McMahon  has 
one  of  the  longest-run- 
ning high-return, 
low-risk  records 
among  municipal- 
bond  fimd  managers. 
Understand- 
ably, he  has  a 
l)redilection 
for  munis — 
where  he  would 
put  80%   of  a 
one-year  portfo- 
lio— specifically  in 
a  fimd  of  AA  cred- 
it quality  and  short 
average  maturity  of 
one  to  five  years.  But 
McMahon  also  oversees  eq- 
uity investments,  and  he 
has  a  taste  for  reasoned 
risk.  He  would  put  the  bal- 
'  a  closed-end  fimd  that's  devoted 
an  stocks,  such  as  the  Korea 
r  Templeton  Dragon.  (He  thinks 
\  er  five  years,  the  region  will 

1  a  five-year  investor,  McMahon 
!iis  stock-bond  allocation  by  age, 
n.u  that  older  investors  should  have 
fixed-income  instruments  whose 
is  cushioned  by  then'  income.  If 
45,  he  tliinks  you  should  put  45% 
A  A  muni-bond  fimd  with  an  aver- 
p.atiuity  of  5  to  10  years.  The  rest 
iiioney  would  be  divided  in  thii'ds. 
;iart  would  go  into  domestic  value 
s — but  not  an  index  fimd  based  on 
<ta)idard  &  Poor's  500-stock  index, 
iitiier  two  would  be  allocated  to 
Em-ope,  and  South  America,  where 
^es  "the  restructurings  going  on." 
ad,  McMahon  would  rely  on  closed- 
•(|uity  fimds  selling  at  discounts 
"  lasting  good  portfolio-management 


ERNEST  M.  ANKRIM,  director  of  portfolio 
research  for  Frank  Russell  Co.:  Ankrim, 
who  works  for  the  world's  largest 
pension-fund  consultant,  assembled  the 
most  conservative  portfolios  and 
disclaims  any  ability  as  a  market 
timer.  That  said,  he  doesn't  mind 
putting  30%  of  his  one-year  portfolio 
into  an  intermediate-term  municipal- 
bond  fund  of  AA  credit  quality.  "It's 
hard  for  me  to  imagine  a  really  sudden 
upspike  in  interest  rates,"  he  says. 
With  the  balance  of  this  short-term 
portfolio  in  a  tax-free  money-market 
fund,  rates  would  have  to  surge  at 
least  one  and  a  half  percentage  points 
for  it  to  lose  principal  in  a  year's 
time. 

Ankiim's  long-term  portfolio  is  bold- 
er, with  half  in  stocks.  He  reckons  that 
the  portfolio  has  a  50-50  chance  of  re- 
turning at  least  $142,000  before  taxes 
over  five  years — a  7.25%  gain.  He  fig- 
ures it  has  less  than  a  5%-  chance  of 
losing  money,  given  the  assumptions 
about  average  annual  returns  on 
stocks  (10.5%)  and  bonds  (6.5%-)  that 
Russell  uses  in  constructing  pension 
fimds  for  such  clients  as  .4T&T.  Most  in- 
vestors, he  adds,  will  want  to  use  tax- 
free  municipal  money-market  funds  for 
their  cash  allocation,  unless  their  com- 
bined state  and  federal  tax  rate  is  28%- 
or  less.  In  such  cases,  they  would  do 
better  after  taxes  with  a  taxable  mon- 
ey fund. 

AN  EXOTIC  APPROACH.  For  a  different 
approach  to  asset  allocation,  we  tui-ned 
to  Michael  B.  Orkin,  manager  of  the 
Caldwell  &  Orkin  Market  Opportunity 
Fund.  The  little-known,  $135  million 
fund  has  succeeded  better  than  any 


of  the  30  other  asset  allocation  funds 
with  five-year  records,  averaging  a 
19.6%'  average  annual  return,  accord- 
ing to  Value  Line  Inc.  To  do  that, 
Orkin  employs  a  fairly  exotic  strategy: 
a  "long-short"  portfolio  of  stocks. 

Orkin  bets  that  the  risk  in  the 
fund's  equity  holdings  is  offset  by 
short  sales  of  stocks  in  other  sectors 
that  he  thinks  are  overvalued.  The 
fund  profits  when  the  shorted  stocks 
fall  in  value,  offsetting  losses  on  the 
long  side.  This  is  the  way  lots  of 
hedge  funds  for  wealthy  investors 
work,  only  Orkin  uses  no  leverage. 
His  favorite  longs  include  high-tech 
and  oil-service  issues  including  Dia- 
mond Offshore.  He  has  shorted  sevei-- 
al  "subprime"  lenders  that  do  busi- 
ness with  consumers  with  lower  credit 
ratings. 

In  a  one-year  portfolio,  he  would 
allocate  10%.  to  two  high-grade  muni 
fimds,  one  with  an  average  maturity  of 
7  to  10  years  and  the  second,  15  to  20 
years  (or  comparable-term  taxable 
fimds  for  investors  with  low  tax  rates). 
The  balance  he  would  invest  in  a  50%- 
long,  50%-short  equity  portfolio,  keep- 
ing cash  proceeds  ft"om  the  short  sales 
in  a  money  fund.  If  the  market  moved 
steadily  higher  in  January,  he  would 
tilt  his  portfolio's  balance  toward  more 
shorts.  For  a  five-year  portfolio,  he 
would  keep  the  same  allocation,  ex- 
cept to  substitute  long  positions  in 
Japanese  blue  chips  for  the  10%  muni- 
bond  portion  of  the  one-year  portfolio. 
In  five  years'  time,  Orkin  expects  an 
investor  could  "make  some  real  money 
in  Japan." 

By  Robert  Barker 


ALLOCATING  YOUR  ASSETS  IN  A  CHALLENGING  YEAR 

We  asked  four  leading  strategists  and  money  managers  for  their  thoughts 
on  asset  allocation  for  1998.  We  assume  you  have  a  five-year  mvestment 
horizon,  although  you  probably  will  want  to  review  your  allocations  as  market 
conditions  change. 

STOCKS  BONDS  CASH 

MARK  KELLER    A.G.  EDWARDS 
•  72%  U.S.  big-  and  mid-cap,  24%  international  stock 
and  U.S.  small-cap  funds 


JEAN  BRUNEL  .J.P.MORGAN 

•  20%  U.S.  big-cap,  12%  U.S.  small-cap,  20%  international, 
6%  emerging  markets 

l&Munis  and  emerging  market  debt 

BRIAN  McMAHON    THORNBURG  MANAGEMENT* 

•  U.S.  valje  and  Asia,  Europe,  and  South  America  funds 

•  AA-quality,  intermediate-term  mum  funds 

ERNIE  ANKRIM  FRANK  RUSSELL  CO. 

•  32%  U.S.  big-cap,  15%  international,  3%  U.S.  small-cap 

•  AA-quality,  intermediate-term  muni  funds 

•ASSUMES  INVESTOR  IS  45  YEARS  OLD  IF  YOU'RE  OLDER  OR  YOUNGER,  TAKE  YOUR 
AGE  AND  USE  THAT  AS  YOUR  BONO  ALLOCATION.  PUT  REMAINDER  IN  STOCKS 
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STRATEGIES  I^OR  STOCKS 


STOCKS 


There's  Only  One  Way  to  Ride 
An  Aging  Bull:  Carefully 

This  year's  watchword-with  the  global  economy  slowing-is  prudence 


It  has  almost  become  a  ritual.  Each 
December,  Wall  Street  forecasters 
predict  that  stocks  will  make  only 
modest  gains  in  the  year  to  come. 
Then,  as  the  year  unfolds,  stocks  zoom 
as  profits  soar  and  interest  rates  sink. 
For  the  past  three  years,  the  Standard 
&  Poor's  500-stock  index  has  logged  a 
28%  average  annual  gain. 

This  December  is  no  exception. 
Forecasters  are  again  looking  for  gains 
of  5%  to  6%.  This  time,  however,  the 
mavens  may  be  on  target.  It  comes 
down  to  this:  A  slowing  economy,  both 
here  and  esi)ecially  abroad,  could  derail 
the  earnings  express  and  slow  the 
thundering  bull  market. 

Of  course,  there's  a  lot  more  to  this 
once-in-a-lifetime  bull  market  than  just 
earnings.  The  upward  move  in  stock 
prices  comes  fi'om  a  long-term  decline 
in  inflation  and  interest  rates;  a  mas- 
sive restiiicturing  of  Coiporate  Amer- 
ica that  allows  it  to  operate  leaner; 
technology-driven  productivity  gains; 
and  the  public's  almost  insatiable  ap- 
petite for  equities.  None  of  that  has 
changed,  and  if  anything,  the  recent 
cut  in  capital  gains  taxes  makes  stocks 
even  more  attractive. 
"BEYOND  HISTORY."  Still,  prudence 
should  be  the  investor's  watchword. 
It's  time  to  review  holdings  and  per- 
haps take  some  money  off  the  table. 
And  there  is  a  lot  of  money  on  that 
table.  Even  after  a  scaiy  554-point  (b'op 
on  Oct.  27,  the  Dow  Jones  industrials 
have  still  amassed  nearly  1500  points, 
and  now  stand  at  7922,  up  22.9% 
(through  Dec.  15).  The  s&P  5()() — which 
millions  of  investors  access  through  in- 
dex fimd.s — has  made  even  larger  gains, 
30.1%'.  Mid-cap  and  small-cap  stocks, 
ai-e  up  25.6%'  and  19.9%,  respectively. 

Histoiy  offers  investors  little  guid- 
ance now.  The  U.  S.  stock  market  has 
never  produced  thi'ee  years  in  a  r'f)w  of 
20%'-p]us  gains.  The  most  comparable 
three-year  periods,  194::!  through  1945, 


and  1963  through  1965,  pale  by  com- 
parison. "We're  beyond  history,"  says 
market  analyst  Laszlo  Biiinyi  of  Biiinyi 
Associates  Inc.  "There  are  no  road 
maps  for  what  happens  next." 

Investors  do  have  some  tools  to 
judge  their  positions  on  the  investment 
map — valuation  yardsticks  such  as 
price-earnings  ratios  and  price-to-book 
ratios.  These  measures  are  stretched 
about  as  far  as  they  ever  were.  So  far, 
the  valuations  have  been  justified  be- 
cause of  the  strong  earnings  growth 
and  the  falling  interest  rates.  But  the 
danger  is  that  when  valuations  are 
high,  so  are  expectations,  so  there's 
no  tolerance  for  disappoint- 
ments, esiieciallv 


with  high-profile  market-leading  j 
Just  take  a  look  at  Oracle| 
When  the  database  software  gijj 
poited  quailei'ly  profits  4(Z  shor 
alysts'  forecasts,  investor's  dumf 
stock  mercilessly,  taking  it  dovm 
a  single  day.  Among  Oracle's  ejj 
tions  for  its  slipup:  deteriorating 
in  Asia.  And  global  banker  J.  P. 
&  Co.  also  blarned  turmoil  in 
delivering  its  disappointing  eami| 
Dec.  10. 

Indeed,  the  trou- 


mm 


★  AGGRESSIVE  Bargain  hunt  among  beaten-up  small-  and  mid-caps  ■*  MODERATE  Buy  high-quality 
companies  that  are  low-cost  producers  ★  CONSERVATIVE  Take  some  profits  but  add  utilities  and  REITs 
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in  Asia — with  the  Tiger  nations 
sring  financial  institutions,  scut- 
capital  investment,  and  laying  off 
jrs — could  be  one  of  the  critical 
•s  weighing  on  U.  S.  stocks  in 
True,  trade  with  Asia  isn't  all 
ignificant  and  neither  U.  S.  gi'oss- 
stic-product  growth  nor  corpo- 
)rofits  growth  should  be  terribly 
red  by  a  slowdowm  on  that  side 
i  globe.  Edward  M.  Kerschner, 
tment  strategist  for  Paine- 
er  Inc.,  estimates  that  40%  to 
)f  the  revenues  for  U.  S.  multi- 
lals — the  sort  of  global  stocks 
lominate  the  s&P  .500 — come  from 
j|  1,  half  from  Em'ope,  and  the  rest 
)etween  Latin  America  and  Asia. 
1  if  Asia  doesn't  do  well,  90%  of 
ivenue  stream  is  still  producing," 
■Cerschner. 

1,  many  economists  are  arguing 
;he  Asian  woes  will  slow  U.  S. 
evenue  growth  in  1998,  and  will 
ut  downward  pressure  on  prices 
rive  the  2%  inf  ation  rate  even 

1 4GI0US  FLU?  If  this  is  indeed  the 
earnings  estimates  may  be  too 
Analysts  have  not  fully  adjusted 
e  Asian  flu.  Charles  L.  Hill,  re- 
1  director  for  First  Call  Corp., 
ndustiy  analysts  are  forecasting 
earnings  growth  in  1998  for  the 
mies  in  the  s&P  500 — down  from 
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H.  Bradlee  Perry  is  the  retired  chairman  of  the 
Cambridge  (Mass.)  investment  firm  David  L 
Babson  &  Co.  He  still  manages  accounts  and 
writes  Investment  commentaries  for  the  firm. 

ON  INVESTOR  SENTIMENT:  Tve  never  seen 
more  enthusiasm  for  equities  and  such  expec- 
tations for  what  equities  will  do  for  them. 
There  was  a  lot  of  enthu- 
siasm for  stocks  in  the 
go-go  days  of  the  1960s, 
but  that  was  more  specu- 
lative. People  didn't  put 
their  retirement  money 
into  stocks." 

ON  THE  PROFIT  OUTLOOK: 

"I'm  concerned  that  earn- 
ings will  disappoint.  We've 
been  operating  at  the 
highest  level  of  profitabili- 
ty ever  and  that  may  not 


K  BRADLEE  PERRY 

David  L.  Babaon  &■  Co. 


be  sustainable.  Growth  is  slowing,  and  you're 
already  seeing  serious  competitive  pressures." 

ON  INVESTMENT  STRATEGY:  "Buy  the  compa- 
nies that  are  No.  1  or  2  in  their  industries 
and  are  low-cost  producers.  They'll  best  be 
able  to  weather  a  slowdown.  Drug  companies 
are  good  because  patents  give  them  some 

protection  from  competition. 
I  also  like  bank  stocks, 
which  should  do  well  as 
the  industry  consolidates." 

ON  MARKET  TIMING:  Trim 
back  your  holdings,  but 
don't  sell  it  all.  It's  more 
important  to  be  in  the 
stock  market  when  it's  go- 
ing up  than  out  when  it's 
down  because  the  ad- 
vances are  much  greater 
than  the  declines." 


TM  CONCERNED  THAT 
EARNINGS  WILL  DISAPPOINT" 


just  14.8%  before  the  Asian  crisis  hit. 
Hill  says  those  revisions  only  reflect 
yearend  tinkering  rather  than  any  ac- 
tual rethinking  of  next  year's  proflt 
outlook.  It's  unlikely  that  gi'owth  can 
slow  without  damaging  some  high-pro- 
file income  statements. 

But  even  without  the  Asia  factor, 
the  1998  earnings  picture  looks  a  little 
suspect  to  some.  H.  Bradlee  Peny,  re- 
tired chairman  of  and  now  consultant 
to  investment  manager  David  L.  Bab- 
son &  Co.,  notes  that  over  the  last 
thi-ee  years,  the  s&P  400  (the  s&p  .500 
less  the  finance,  transportation,  and 
utility  companies)  has  logged  13.2% 
average  annual  earnings  gains  on  just 
5.2%  average  annual  revenue  gi'owth. 
During  this  same  period,  return  on 
equity  soared  from  the  long-term  av- 
erage of  12%-to-13%  to  greater  than 
20%,  and  indeed  for  1997,  Perry  esti- 
mates that  return  on  equity  will  hit  a 
record  2.5.5%. 

He  doesn't  ai'gue  that  retiuTis  on  eq- 
uity have  to  drop  back  to  average,  but 
only  that  the  extraordinary  rate  of 
profitability  of  the  last  three  years  is 
unsustainable — and  that  next  year's 
earnings  reports  may  contain  some 
nasty  surprises.  "You're  already  see- 
ing serious  competitive  pressures,"  he 
says.  "There's  overcapacity  worldwide 
in  many  industries  such  as  autos  and 
semiconductors,  so  you  can't  raise 
prices,  yet  a  tight  labor  market  keeps 
pushing  wages  up."  Rising  productivity 
has  helped  keep  margins  up,  he  says, 
but  will  it  be  enough  in  the  face  of 
slowing  revenue  growth? 


With  less  of  a  rising  tide  in  1998, 
investors  are  going  to  have  to  work 
harder  for  theii-  gains.  Stock  selection  is 
paramount.  Elaine  M.  Longer  of 
Longer  Investments  Inc.,  which  man- 
ages about  $100  million  in  FayetteviUe, 
Ark.,  says  she's  looking  to  invest  in 
companies  with  revenue  gi'owth  rather 
than  just  profit  gi'owth  because  "you 
can  no  longer  count  on  margin  expan- 
sion to  create  double-digit  profit 
gi'owth."  She's  finding  mo.st  of  the  new 
opportunities  among  small-  and  mid- 
cap  stocks. 

Most  pros  agree  that  stocks  are 
cheaper  once  you  get  away  from  the 
s&P  .500  but  prefer  to  stick  with  the 
tried  and  tine.  "Smaller  stocks  perfonn 
better  when  economic  growlh  is  accel- 
erating," says  Richard  Bernstein,  di- 
rector of  quantitative  research  at  Mer- 
rill Lynch  &  Co.  Bernstein's  advice: 
Stick  with  high-quality  companies  in 
such  sectors  as  drugs,  household  prod- 
ucts, and  retaihng. 

Analysts  ai"e  also  starting  to  put  util- 
ities on  then-  buy  lists  for  the  first  time 
in  years.  "They're  great  in  a  falHng 
rate  en\ii'onment,"  says  Bernstein,  "and 
there's  almost  no  exposure  to  Asia." 
And  for  much  the  same  reasons, 
they're  recommending  real  estate  in- 
vestment trusts. 

Making  money  in  1998  will  be 
tougher  than  in  the  last  three  years, 
but  that  doesn't  mean  you  shouldn't 
tiy.  The  bull  market  isn't  over  It's  just 
slowing  down. 

By  Jeffrey  M.  Laderman 
ill  New  York 


George  Schmitt 

Presichnt  o)  Onnupiiint  CoiiniiiiniLdtioin 
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In  New  York, 
you  have  to  be  different 
to  stand  out  in  a  crowd. 


When  you're  trying  to  take  a  bite  out  ot  the  Big  Apple's 
wireless  market,  you  need  breakthrough  service  and  reliable 
technology.  That's  why  George  Schmitt  chose  Ericsson  as  a  supplier  when  he  was 
ready  to  launch  Omnipoint  in  New  York  City.  Ericsson's  GSM  technology  provides 
outstanding  clarity,  security,  and  tunctionality.  And  thanks  to  the  network's 
international  roaming  capability,  Omnipoint  customers  can  use  all  oi  their  wireless 
voice  and  data  features  in  more  than  70  countries  around  the  world. 

GSM  is  the  world's  most  widely-used  digital  communications  technology 
with  more  than  55  million  subscribers  worldwide  and  new  subscribers  at  an  average 
rate  of  one  per  second.  Ericsson  is  the  global  GSM  leader,  with  reliable,  proven 
wireless  networks  and  phones.  To  find  out  how  you  can  stand  out  in  the  wireless 
crowd  —  even  in  New  York  —  visit  our  website  at  www.ericsson.com/US  or 
call  1-800-431-2345. 

GSM.  The  standard  that  sets  the  standard. 


ERICSSON 


STRATEGIES  FOR  STOCKS 


FEARLESS  FORECASTS 


Is  This  the  Year  the  Gurus 
Get  It  Right? 

Top  strategists  again  see  a  modest  rise  in  stocks.  Slower  earnings  may  prove  them  rig  U| 


To  say  that  the  experts  missed 
the  i997  stock  market  is  like 
saying  Tiger  Woods  has 
a  future  in  goh".  Before 
the  first  month  of  1997  was 
over,  the  Dow  Jones  in(kisti'ial 
avei-age  had  blown  past  tlie  6587 
consensus  yearend  forecast  of  the 
45  market  strategists  surveyed  in 
late  1996  by  business  wkkk  and 
racked  up  the  5%  or  so  average 
gain  expected  for  the  entire 
year.  For  1998,  Wall  Street's  ex- 
pectations are  remarkably  simi- 
lar: On  average,  with  the  Dow 
at  7922  on  Dec.  15,  the  pros'  out- 
looks for  the  Dow  and  the  Stan- 
dard &  Poor's  500-stock  index 
translate  into  increases  of  5%  to  6%, 
with  the  Dow  reaching  8464  and  the 
s&p  rising  to  1018. 

Even  the  strategists  making  the 
most  aggTessive  calls  a  year  ago,  Greg 
A.  Smith  of  Prudential  Securities  Inc. 
and  Robert  S.  Robbins  of  Robinson- 
Humi^hrey  Co.  (page  9(5),  fell  far  short 
of  the  Dow's  23%  gain  and  the  s&p's 
■->0%  lise.  Granted,  some  pros  increased 
their  targets  during  1997.  But  a  year 
ago,  no  one  even  ventured  to  think  that 
the  Dow  could  hit  8000.  Last  year's  top 
gm-u,  Dain  Bosworth  Inc.'s  Robert  F. 
Dickey,  was  way  off  base:  He  predicted 
a  Dow  of  4400.  Foi-  1998,  forecasts 
range  from  Dickey's  6100,  a  2:5%  drop, 
to  Laszlo  Birinyi  Jn's  call  for  a  10,250 
I)i)W,  oi-  a  ■VY/f  lise  h'om  current  levels. 
MIDYEAR  CORRECTION?  Earnings  wor- 
ries were  on  the  minds  of  many  mai'ket 
giirus  when  they  formulated  their  1997 
forecasts,  and  those  worries  weigh 
down  their  1998  projections  as  well. 
Foi'ecasters  expect  a  year  of  greater 
volatility  and  lower  returns.  "Slowing 
top-line  growth  and  increasing  cost 
pi-essures  will  lead  to  profit  margin 
|)i'essures  as  managements  struggle  to 
maintain  their  high  profitability,"  says 
Marshall  Acuff,  chief  mai'ket  strategist 
for  Salomon  Smith  Bamey.  Other  con- 
cerns include  troubles  from  Southeast 
Asia  and  Japan  spilling  over  into  the 
domestic  market,  and  rising  pressure 


on  wages  in  the  U.  S. 
"Talk  of  deflation  and/or 
recession  will  replace 
talk  of  irrational  exu- 
berance and  the  infla- 
tion watch,"  predicts 
Gruntal  &  Co.'s  Joseph 
Battipaglia.  George  Ja- 
cobsen  of  Ti'evor  Stew- 
art Burton  &  Jacobsen 
Inc.,  expects  just  a  4%  increase  in  op- 
erating eai'nings  for  the  s&P  500  as  "a 
fiercely  competitive  battle  for  market 
share  unfoUls,  with  Asian  and  Eui'o- 
pean  imports  flooding  the  U.  S.  and 
NAP'TA  partners  trying  to  hold  on." 

Not  everyone  expects  such  strong 
pressui'e  on  earnings.  Morgan  Stanley, 
Dean  Witter's  Peter  J.  Canelo  forecasts 
an  8.5%  increase  in  operating  earnings 


CAUTION  AHEAD 

"Taikofdetlalioii 
and/or  recession  will 
replace . . .  irrational 
exuberance  and  the 
inflation  watch,"  one 
strategist  predicts 


or  the  s&P  in  191 
"Leading  indicat(i 
such  as  the  real  irn 
ey  supply  suggest  tl 
earnings  will  come  i 
above  expectations  f'-  'CW 
another  year,"  he  sa;|«i!SEli[e(. 
Don't  expect  smoo|i|in[p,uj 
sailing,  however:  "]ln5,„„,^ 
terest  rates  will  rej 
provoking  another  ra 
year  correction,"  he  adds.  j 

The  two  big  bulls  for  1998  are  Lai,  ,^ 
lo  Birinyi  Jr.  of  Biiinyi  Associates  In  '  '' 
and  Roiaert  J.  Froehlich,  chief  inves! 


ment  officer  for  Zurich  Kemper  I 
vestments.  Sure,  people  are  worrie 
says  Birinyi.  But  his  computer  analys 
of  the  patterns  of  daily  buying  and  se 
ing  shows  investors  voting  for  high 
prices  by  buying  on  weakness. 


■if 
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DOW  JONES         STANDARD  &  NASDAQ 
INDUSTRIAL  AVERAGE   POOR'S  500  COMPOSITE    ASSET  ALLOCATION 


FAVORITE 


FAVORITE 


RM 

MIDYEAR 

YEAREND 

YEARENO 

YEARENO 

STOCKS 

BONDS 

CASH 

STOCK  SECTOR 

STOCK 

0  BIRINYI  JR.  Binnyi  Associates 

9500 

10250 

1200 

1800 

75% 

10% 

15% 

Cyclicals 

America  Online 

RT  J.  FROEHLICH  Zurich  Kemper  Investments  9300 

10000 

1200 

1850 

75 

20 

5 

Cons. staples 



ME  E.  PERONI  JR.  Janney  Montgomery  Scott 

8800 

9850 





100 

0 

0 

Cons. staples 

Wm.  Wrigley  Jr.  Co. 

DNV  F.  DWVER  Ladenburg  Thalmann  &  Co. 

9800 

9800 

1060 

1750 

65 

25 

10 

Technology 

Delia's 

RT  S.  ROBBINS  Robmson-Humphrey 

8800 

9455 

1143 

1860 

60 

35 

5 

Financial 

AirTouch  Communs. 

PH  BATTIPAGLIA  Gruntal  &  Co. 

9000 

9400 

1050 

1900 

80 

20 

0 

Technology 

Boeing 

APPLEGATE  Lehman  Brothers 

8600 

9200 

1  100 

_ 

75 

25 

0 

Financial 

Microsoft 

H  HYMAN  Ehrenkrantz  King  Nussbaum 

9300 

9150 

1073 

1750 

70 

25' 

5 

Health  care 

Amgen 

1  J.  CANELO  Morgan  Stanley,  Dean  Witter 

8400 

9000 

1 100 

1750 

70 

20 

10 

Energy 

Vintage  Petroleum 

iHALASANI  EVEREN  Securities 

9300 

9000 

1060 

— 

— 

— 

— 

Technology 

America  Online 

fDOMBCIK  McDonald  &  Co. 

8400 

9000 

1073 

1720 

75 

20 

5 

Financial 

Shoe  Carnival 

JOHNSON  First  Albany 

8400 

9000 

1 100 

1850 

58 

42 

0 

Financial 

Fleet  Financial  Grp. 

SHAUGHNESSY  Advest 

8500 

9000 

1060 

1800 

60 

30 

10 

Technology 

Astoria  Financial 

m  G.  RILEY  JR  BankBoston 

8500 

8950 

1065 

1776 

60 

35 

5 

Health  care 

Ascend  Communs. 

S.  RONESS  J  W  Charles 

8450 

8900 

1200 

2015 

85 

0 

15 

Financial 

Alza 

AS  McMANUS  NatWest  Markets 

8250 

8850 

1100 

1750 

64 

33 

3 

Cons. staples 

Philip  Morris 

LAS  CLIGGOTT  J.P.  Morgan 

8600 

8800 

1065 

1750 

60 

30 

10 

Services 

First  Data  Corp. 

iD  GOLDMAN  A  G.  Edwards  &  Sons 

8300 

8800 

1050 

1750 

70 

20 

10 

Financial 

Reading  &  Bates 

m  M.  SIMPSON  Kirkpatrick  Pettis 

8400 

8800 

1080 

2010 

70 

20 

10 

Cyclicals 

Ballantyne  of  Omaha 

:W.  ZEMPEL  Robert  W.  Baird  &  Co. 

8380 

8740 

1035 

1865 

70 

25 

5 

Financial 

ADC  Telecommuns. 

JOSEPH  COHEN  Goldman  Sachs 



8700 

1075 

1775 

65 

25 

10- 

Financial 

K.  LYNCH  Interstate  Johnson  Lane 

8375 

8700 

1075 

1825 

60 

30 

10 

Technology 

World  Access 

IRD  DAVIS  JR.  Rauscher  Pierce  Refsnes 

8222 

8666 

1066 

1812 

65 

30 

5 

Energy 

American  Oncology 

IRD  E.  ORiPPS  Legg  Mason  Wood  Walker 

8400 

8600 

1050 

1800 

80 

0 

20 

Health  care 

Healthcare  COMPARE 

LES  J.  PRADILLA  Cov^en  &  Co. 

8200 

8600 

1060 

1900 

45 

45 

10 

Health  care 

Ell  Lilly 

F.  SKRAINKA  Edward  Jones 

8300 

8600 

1050 

1735 

70 

25 

5 

Financial 

Hartford  Life 

■  )MAS  MADDEN  Federated  Investors 

9000 

8500 

1025 

1800 

55 

45 

0 

Health  care 

IBM 

A.  SMITH  Prudential  Securities 

7500 

8500 

1020 

1712 

85^ 

10 

5 

Financial 

Kilroy  Realty 

1  AS  M.  KERESEY  Palm  Beach  Invest.  Adv. 

8100 

8450 

1035 

1710 

70 

22 

8 

Technology 

Pfizer 

I 

BETH  J.  MACKAY  Bear  Stearns 

8800 

8350 

1015 

1750 

50 

40 

10 

Services 

DST  Systems 

F 

P 

AM  L.  PATERNOTTE  BT  Alex.  Brown 

8000 

8200 

980 

1750 

65'* 

20 

15 

Services 

Host  Marriott 

E 

ANDERSON  American  Express  Fin.  Adv. 

7700 

8100 

990 

1600 

70 

155 

15 

Financial 

Washington  Mutual 

i 

HALL  ACUFF  Salomon  Smith  Barney 

8000 

8000 

940 

1400 

55 

45 

0 

Philip  Morns 

[ 

1.  BLUMBERG  Josephthal 

8450 

8000 

970 

1500 

50 

30 

20 

Health  care 

Teradyne 

n  H.  STOVALL  Stovall/21st  Advisers 

8936 

7999 

955 

1580 

45 

40 

15 

Financial 

— 

V 

LES  G.  CRANE  Key  Asset  Management 

7400 

7800 

960 

1650 

75 

20 

5 

Financial 

Wells  Fargo 

;OBSEN  Trevor  Stewart  Burton  &  Jacobsen 

7750 

7750 

925 

1600 

60 

40 

0 

Health  care 

Olsten 

MOORE  Principal  Financial  Securities 

7265 

7675 

930 

1560 

60 

30 

10 

Health  care 

Boeing 

B 

MILLER  Donaldson,  Lufkin  &  Jenrette 

8100 

7300 

905 

1 150 

50 

45 

5 

Health  care 

Wells  Fargo 

C 

.1 

IROWN  Ferns,  Baker  Watts 

7401 

7061 

841 

1389 

40 

45 

15 

Health  care 

Patina  Oil  &  Gas 

0 

>H  H.  BARTHEL  Fahnestock 

8400 

7000 

840 

1400 

60 

30 

10 

Utilities 

Snyder  Communs. 

u 

DION  Ziegler  Asset  Management 

6800 

7000 

850 

1480 

95 

0 

5 

Financial 

Harris  Corp. 

1 

»EL  METZ  CIBC-Oppenheimer 

6500 

7000 

880 

1550 

25 

50 

25 

Utilities 

Polaroid 

( 

1.  HAYS  Wheat  First  Butcher  Singer 

7900 

6300 

770 

1 130 

72 

16 

12 

Health  care 

Duke  Energy 

( 

RT  F.  DICKEY  Dam  Bosworth 

7200 

6100 

760 

1150 

60 

20 

20 

Cons. staples 

Niagara  Mohawk  Pwr. 

t 

ENSUS 

8311 

8464 

1018 

1768 

65 

26 

9 

i"''o  in  high  yield  bond  funds 
'o  m  real  estate 


■  Includes  Goldman  Sachs  Commodity  Index 
DATA  BUSINESS  WEEK 


'Includes  25%  in  real  estate  investment  trusts 
-Includes  10%  in  emerging  market  debt 


"If  anyone  doubts  the  new  industrial 
vitality  of  America,  he  should  look 

For  a  firsthand  description  of 
just  how  solid  our  economy  is, 
call  Erik  Gonzalez.  Soon. 

at  Indiana."  That's  what  The  Etonomist 
magazine  says,  and  Erik  Gonzalez 
couldn't  agree  more.  Our  state  boasts 
a  hard-as-concrete  financial  environ- 


ment strengthened  by  the  comb  i-. 
lion  of  a  balanced  budget,  a  billi 
dollar  surplus,  and  an  eight-yeai 
lid  on  taxes.  Not  to  mention  a  jui 
m-vv'ith-both-feet  attitude  towarc 
business  development. 

To  learn  all  the  vv^ays  Indiana  s 
up  the  perfect  foundation  for  bu  i**^^' 
nesses  to  locate,  stay  and  grow  hi 
call  Erik  Gonzalez  _ 
at  1-800-463-8081  I  nd  13 


Erik  Gouzaicz,  Business  Dcvclopntntt .  Ind'uiiui  Dcpaitmcnl  o/CommJ 

http://www.indbiz.'< 


SPECIAL         ADVERTISING  SECTION 


usiness  Choice 


ore  than  just  a  clearing  in  the  center 
.of  the  country,  hidiana  offers  ameni- 
attract  some  of  the  most  prized 
nent  projects  in  the  nation.  Why  do 
sses  choose  to  locate  and  expand 
n  part,  the  answer  is  that  Indiana 
unities  are  serious  about  |ob  creation 
3  retention.  We  work  hard  to  make 
at  our  business  environment  is 
;  the  best  in  the  nation, 
■  work  together  to  ensure 
isinesses  are  well  served. 

o-business  approach  is 
off.  Industry  Week  mag- 
leralded  rwo  Indiana 
unities  in  its  1996  list  of 
•class  communities"  as 
)  rwo  strongest  manufac- 
areas  in  the  country.  In 
iber  1996,  Financial 
magazine  ranked 
a  as  the  second-best 
1  which  to  grow  a  business  "in  terms 
r  appeal  to  businesses  seeking  a 
"  In  November  1997,  Fortune  maga- 
imed  Indianapolis,  our  capital  city,  as 
North  America's  "Most  Improved" 
citing  its  public-private  partnership 
putation  as  the  "Amateur  Sports 
1  of  the  World." 

a  businesses  are  among  the  most 

;tive  in  the  nation: 

na  leads  the  United  States  in  steel 

action,  radios,  recreational  vehicles, 

le  and  electrical  parts,  and  musical 

iments. 

na  is  among  the  top  five  producers  of 
naceuticals,  truck  bodies,  bus  bodies, 
ibly  machines,  motor  vehicle  parts, 
nedical  devices  in  the  United  States, 
na  is  emerging  as  a  leader  in  plastics 
ood  processing. 

na  produces  more  elevators  and 
)act  discs  than  anywhere  else 
;  world. 


Just  look  at  some  of  the  companies  that 
have  recently  announced  an  investment 
in  our  state: 

•  Chrysler  will  invest  $  1  billion  m  its  Indiana 
facilities.  In  Kokomo,  for  example,  the 
company  will  add  8()()  new  jobs  at  a  new 
transmission  plant  and  invest  $477  million 
in  the  existing  facility. 


(lE.  iiiul Siih.irn-hiizii 
thriiv  III  lihlhiihi. 


•  Toyota  has  completed  the  wall  enclosure 
stage  of  construction  on  its  new  $700  mil- 
lion truck  assembly  plant  near  Princeton. 

•  Georgia-Pacific  will  build  a  $65  million 
plant  in  WTieatfield  that  will  turn  gypsum 
into  wall  board  for  the  housing  market. 

•  Software  Artistry,  a  specialized  software 
company,  will  expand  its  Indianapolis 
headquarters,  making  a  $27.5  million 
investment  and  adding  735  jobs. 


•  Sara  Lee's  PYA  Monarch  subsidiary  will 
invest  $2.3.7  million  in  a  Bloomington 
food-distribution  facility. 

•  Covance  will  embark  on  a  $21.4  million 
expansion  of  its  Indianapolis  research  lab, 
which  does  clinical  testing  for  companies 
applying  for  FDA  approval. 


Why  do  these  companies  choose  Indiana? 
We  have  a  business  environment  that 
makes  sense.  Indiana  focuses  on  low  taxes, 
low  utility  costs,  high  productivir>'  and  a 
low  cost  of  living.  In  Indiana,  we  have  a 
conservative  approach  and  fiscal  responsi- 
bilit)'  that  favorably  impact  businesses' 
bottom  line. 


We  also  have  a  skilled,  avail- 
able workforce.  Indiana 
has  67  universities,  colleges, 
and  technical  schools 
with  a  combined  enrollment 
of  more  than  3()(),()()() 
students.  Our  Tech  Prep 
program  prepares  high 
school  students  for  work. 
But  we  don't  stop  there; 
our  Training  2000  program  works  with 
businesses  to  ensure  that  the  skills  of  adult 
workers  are  updated  to  stay  abreast  of 
technolog\'  and  processes. 

Our  state  and  community  leaders  work 
well  together.  Companies  that  look  at 
Indiana  quickly  find  that  our  communities 
are  among  the  most  aggressive  in  the 
Midwest  in  developing  incentive  packages. 
Local  leadership,  rather  than  a  top-down 
approach,  is  critical  to  ensure  that 
businesses  are  supported  at  every  level. 

Take  a  second  look  at  the  Hoosier  state 
and  see  why,  day  after  day  and  year 
after  year,  businesses  around  the  world 
choose  Indiana. 
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STRATEGIES  FOR  STOCKS 


FEARLESS  FORECASTS 


much  of  what  I  see  now  I  saw  a  year 
ago,  and  a  year  ago  I  thought  we  could 
go  up  to  7200,  and  it  turned  out  I  was 
conservative,"  he  says. 

Froehlich  also  falls  into  the  Dow 
10,000  camp.  "A  strong  economy  and 
demographics  that  encourage  savings 
will  push  U.  S.  stock  markets  to  new 
records,"  he  says.  Froehhch  expects 
consumer  confidence  to  stay  high  due 
to  record  low  unemployment  combined 
with  little  or  no  inflation. 
"DEFENSIVE"  GROWTH.  One  of  the  most 
unfailingly  bullish  voices,  Goldman, 
Sachs  &  Co.'s  Abby  Joseph  Cohen, 
forecasts  the  Dow  at  8700.  While  1997 
began  with  worries  that  the  global 
economy  was  "too  strong"  and  could 
lead  to  increases  in  inflation  and  inter- 
est rates,  Cohen  sees  1998  beginning 
with  won-ies  that  the  global  economy  is 
"too  weak"  and  could  lead  to  fearsome 
deflation.  "Both  extreme  views  will  be 
proved  to  be  wrong,"  says  Cohen,  who 
expects  solid  domestic  growth  and  a 
global  economy  that  begins  to  improve 
in  the  second  half  of  1998. 

Wliile  the  pros  are  sounding  a  more 
cautious  tone,  their  asset  allocation  is 
more  aggressive.  The  avei'age  alloca- 
tion to  stocks  is  65%,  compared  with 
63.7%  last  year  and  61.5%.  the  year 


before.  That  includes  real  estate  in- 
vestment trusts,  which  ai'e  increasing- 
ly popular  with  strategists.  The  bond 
allocation  moved  up  to  26%-  from  24%-, 
and  the  average  allocation  to  cash  is 
9%.,  vs.  12.3%  last  year. 

How  did  strategists  fare  choosing 
individual  stocks?  As  of  Dec.  15,  Aite- 
nal  Vascular  Engineeiing  Inc.,  the  pick 
of  BankBoston's  Edward  G.  Riley,  had 
risen  374%  in  price  for  the  year  to 
date.  Other  winners:  Action  Perfor- 
mance Cos.,  up  84%,  chosen  by  Advest 
Group  Inc.'s  John  H.  Shaughnessy,  and 
Eli  Lilly  &  Co.,  which  i-ose  by  almost 
78%  and  was  Acuff s  pick.  The  worst 
performers:  Silicon  Graphics  Inc.,  the 
choice  of  Peter  J.  Anderson  of  Ameri- 
can Express  Financial  Advisors,  and 
Barrick  Gold,  Dickey's  pick.  As  of  Dec. 
15,  both  stocks  had  lost  more  than  40%. 
The  average  price  gain  for  the  stock 
picks  was  about  18%.  It  shrinks  to  10%, 
though,  once  Arterial  Vascular  Engi- 
neering's gain  is  excluded. 

This  year,  the  watchword  among 
strategists  is  "defensive"  growth.  Fi- 
nancial companies  are  the  favored  sec- 
tor because  of  continuing  consolidation 
and  suj^poit  from  what  some  see  as  a 
stable-to-lower  interest-rate  environ- 
ment. Dnig  and  biotech  companies  also 


are  favorites.  "It's  easier  to  sell  s( 
razoi's,  and  chugs  than  it  is  to  sell 
tractors,  and  aiiplanes  in  a  global  i 
omy  threatened  by  deflationaiy  d 
noes  and  a  global  goods  glut,"  says 
Brown  of  Fenis,  Baker  Watts  Inc. 
Brown's  favorite  stock  is  a  small 
company,  Patina  Oil  &  Gas.  "It  h 
proven  track  record  to  gi-ow  resei 
production,  and  cash  flow  througl 
cjuisitions,  and  follow-on  developr 
drilling,"  he  says. 

Technology  remains  a  favorite.  C 
lo  figwes  there  \vill  be  tremendous 
ports  of  U.  S.  technology  as  Europe 
stitutes  technology'  for  labor.  "Lab( 
just  too  expensive,"  he  says.  "TechiW' 
gy  is  the  only  way  they  can  stay 
petitive."  Canelo's  favorite  stock, 
ever,  is  another  energy  play,  Vin 
Petroleum  Inc.  "Global  demand  for 
ergy  will  resiu'ge  in  1998,"  he  says. 

The  New  Year  begins  in  an  uni 
tain  and  volatile  investment  envii 
ment.  "By  yearend,  a  lot  of  inves' 
will  be  grousing  about  single-digit 
negative  returns,"  says  Key  As 
Management  Inc.'s  Charles  G.  Cn 
While  caution  hasn't  rewarded  str; 
gists  in  the  past  few  years,  it  may 
off  in  1998. 

By  Suzanne.  Woolley  in  New  Yi 


GiOBALS' 

}tiora 


TOP  GURUS 


Bull  and  Superbuil:  Still  Optimistic,  But . . . 


Robert  S.  Robbins,  market 
strategist  for  Robinson- 
Humphrey  Co.,  is  not  just  a 
bull.  He  is,  as  he  puts  it,  a  super 
bull.  But  even  with  his  1997  foi  i' 
cast  of  7400  for  the  Dow  and  860 
for  the  s&p  500-stock  index,  he 
came  in  far  too  low.  Still,  Robbins 
came  the  closest  to  pegging  the 
s&p's  rise  and  was  second  only  to 
Pmdential  Securities  Inc.'s  Greg  A. 
Smith  in  forecasting  the  Dow. 

Robbins'  analysis  focuses  on  the 
relationship  of  the  Dow  and  the 
consumer  price  inrlex.  He  defines  a 
superbuil  market  as  a  stock  mar- 
ket that  is  rising  well  above  the 
long-term  average  gain  of  around 
7%.  It  happens,  in  his  view,  when  disinflation  follows  an  in- 
flation spiral. 

Robbins  believes  that  the  current  superbuil  market  could 
continue  into  1998.  He  forecasts  about  a  16%^  gain  for  the 
s&p  in  1998.  His  biggest  worry:  "Our  Mideast  oil  depen- 
dency is  the  Achilles'  heel,"  he  says.  "I  see  that  as  being 
the  biggest  way  to  end  a  superbuil  market  and  have  a 
very  deep  bear  market." 


ROBBINS:  His  hiij 
ivorfijf  Oil  prices 

SMITH:  CostH  will 
he  harder  to  limit 


Once  Prudential  Secmities'  Gij 
A.  Smith  saw  business  wee 
1997  Market  Forecast  survey,  w] 
his  7500  Dow  forecast  leading 
pack,  he  immediately  became  m(| 
bullish.  "I  saw  me  at  the  top 
the  list  as  a  reason  to  be  bulliji 
because  expectations  were  so  h' 
and  things  were  so  good,"  he  sa,;. 

What's  different  now,  Smii 
says,  is  that  people  are  more  opr 
mistic.  "The  fact  that  we  gf 
through  August  and  October  a, 
yet  the  s&p  500  has  done  extren 
ly  well  has  made  people  feel  li 
we're  impei-vious  to  anything,  fc 
cause  of  the  sti-ong  money  flow; 
says  Smith.  But  he  feels  fund' 
good  than  they  have  been  for  a  wliile,  wij 
costs  that  will  be  harder  to  contain  and  pricing  that  will  b 
come  even  tougher.  j 
Smith  expects  profit  concerns  to  keep  the  Dow  froi 
rising  above  8500.  But  he  also  thinks  that  big  multinatioi 
als  may  be  able  to  strengthen  their  long-term  outlook  I 
going  into  foreign  mai'kets  and  buying  at  depressed  levei 
By  Suzanne  Woolley  in  New  FoV; 
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There's  A  Better  Way  To 
Choose  The  Right  Funds 
For  Today's  AAarket 

rh  the  historic  gains  of  the  current  bull  market,  almost  any  fund  family  can  boast  about  recent  returns, 
t  bull  markets  don't  last  forever,  so  you  should  look  for  more  than  short-term  performance.  Before  you 
ike  your  next  investment,  consider  this  checklist  of  qualities  that  thoughtful  investors  look  for. 


Prudential 
core  funds 


U.S.  STOCK 

Prudential  Equity 

idential  Equity  Income 

Prudential 
Jennison  Growth 

Prudential  Small 
Company  Value 

GLOBAL  STOCK 

Prudential  World/ 
international  Stock 

jdential  World/Global 

BONDS 

Prudential 
Diversified  Bond 

Vudential  High  Yield 

TAX  FREE  BONDS 

^rudential  Municipal 
Bond/High  Yield 

^rudential  California 
Municipal  Bond 

GLOBAL  BONDS 

Global  Total  Return 

fiudential  core  funds  are 
-  llie  beginning.  We  offer  over 
-ID  mutual  funds  to  meef  all 
your  investment  needs. 


r-V  Choose  an  experienced 
fund  manager.  Has  the  fund 
manager  shown  stock-picking  skills  in  anything 
other  than  today's  bull  market?  The  Wall  Street 
.Journal  reports  that  the  average  age  of  today's 
portfolio  manager  is  just  29.  You'll  probably  feel 
more  at  ease  with  money  managers  who  are 
experienced  in  both  bull  and  bear  markets. 

r— V  Seek  a  responsible  balance 
l^i  of  risk  and  reward.  Don't 
expose  your  portfolio  to  risk  you  don't  want. 
Make  sure  that  your  mutual  funds  don't 
achieve  their  returns  by  taking  on  more 
downside  risk  than  you're  comfortable  with. 


Look  for  a  disciplined 
investment  style.  Check  to  see 
whether  a  fund  sticks  to  its  stated  objectives. 
Funds  that  pursue  performance  at  the  expense 
of  consistency  can  blur  your  asset  allocation 
and  your  overall  investment  strategy. 

r— V  Demand  consistent 

long-term  performance. 

Investors  rarely  buy  a  mutual  fund  for  short 
time  periods,  so  examine  the  returns  that  a 
fund  has  delivered — not  just  recently — but 
over  the  last  five  or  ten  years.  A  fund  with 
a  proven  track  record  can  give  you  the 
confidence  that  your  fund  is  managed 
with  an  eye  for  long-term  results. 


j4F 


Prudential  core  funds  focus  on  all  of  these  and  more. 

Prudential  core  funds  have  built  a  Rock  .Solid  reputation  for  long-term  performance.  Oiu'  core 
fund  managers  average  19  years  of  investment  exjDerience,  and  subject  each  holding  to  intensive 
"bottom-up,"  company-by-company  research.  By  concentrating  on  fundamentals,  we  can  be 
confident  in  the  holdings  we  choose.  In  most  cases,  that  translates  to  lower  portfolio  turnover, 
which  can  mean  tax  savings  for  you.  Past  performance  is  no  guarantee  of  futiu'e  results. 

It's  a  volatile  market.  Prudential  can  help  you  make  smarter 
choices.  Your  investment  strategy  should  rest  on  a  more  stable  foundation  than  last  year's 
numbers.  A  Prudential  advisor  can  show  you  what  you  should  be  looking  for  in  your  next- 
investment  and  help  you  find  opportunities  that  are  right  for  your  portfolio.  Call  for  a  prospectus 
with  more  complete  information  on  share  classes,  sales  charges,  management  fees  and  expenses. 
Read  it  carefully  before  you  invest. 

Call  toll  free  today.  1-800-THE-ROCK  ext.  4518 

www.prudential.com 


Prudential 


ii^Vi;htiliil'ill^ 

ares  ol  ilie  Funds  are  offered  through  Prudential  Securities  Incorporated,  199  Water  Street,  New  York,  NY,  and  Pruco  Securities  Corporation, 
3  Washington  Street,  Newark,  NJ,  both  subsidiaries  of  The  Prudential  Insurance  Company  of  Americo.  Prudential  Investments  is  a  unit  of 
i  Prudential  Insurance  Company  of  America. 
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STILL  PUniNG  THEIR  MARBLES  ON  THE  MARKET 


Investors  remain  stuck  on  stocks.  Few  admit 
to  panic  sellmg  m  the  wake  of  Asia's  eco- 
nomic debacle,  and  most  have  no  plans  to 
cut  their  equity  holdings  In  the  coming  year. 
True,  more  than  half  thmk  a  market  crash  is  at 
least  somewhat  likely  in  the  next  12  months, 
and  a  full  62%  consider  stocks  overvalued. 

BEST  BETS 

If  you  had  to  choose  the  one  investment  that  you  think  would  be 
the  best  to  make  right  now,  whicli  would  it  be? 

1997  1996  1989 

Real  estate  33%  25%  40% 

Mutual  funds  21%  24%  8% 

Common  stock  11%  10%  5% 

Bank  or  savings  &  loan  deposits  10%  8%  8% 

Government  bonds  5%  9%  15% 

Money-market  funds  5%  6%  11% 

Gold  or  other  precious  metals  4%  7%  8% 

Corporate  bonds  4%  2%  3% 

I  don't  save  or  invest  at  all  2%  3%  NA% 

Not  sure  5%  6%  2% 

ASSET  ALLOCATION 

Wliat  percentage  of  your  household's  total  assets  does  each  of 
the  following  account  for?  (Results  total  less  than  100%) 

Real  estate  41%   Stocks  10% 

Savings  instruments  Bonds  4% 

and  cash  28%   Other  9% 

TAKING  STOCK 

Over  t  lie  next  year,  do  you  thuik  stocks  will  go  up,  stay  about  the 
same,  or  go  down? 

1997  1996 
Go  up  38%  39%  


stay  about  the  same  39%  36%. 

Go  down  16%  19%. 

Not  sure  7%  6%. 


1989 
36% 
38% 
18% 
.8% 


GOING  LONG 

[For  stock  iiiv(>stors]  In  the  long  mn,  what  sort  of  total  returns 
(capital  gains  plus  dividends)  do  you  expect  the  stock  market  to 
produce  for  you? 

1997  1996 

Below  5%  a  year  4%  8% 

5%  to  below  10%  a  year  27%  36% 

10%  to  below  12%  a  year  29%  29% 

12%  to  below  15%  a  year  21%  13% 

15%  or  higher  a  year  14%  9% 

Not  sure  5%  5% 


MEASURING  THE  MARKET 

[Vor  stock  investors)  Overall,  how  would  you  describe  the  stock 
market's  valuation? 

Very  overvalued  10%    Somewhat  undervalued. ...6% 

Somewhat  overvalued  52%    Very  undervalued  2% 

Fairly  valued  27%    Not  sure  3% 


Even  so,  and  in  spite  of  the  Asian  jitters, 
bullishness  prevails.  In  fact,  investors'  expel 
tations  for  their  long-run  returns  from  stocks] 
are  higher  now  than  in  mid-1996.  Many  thin| 
international  stocks,  beaten  down  this  year, 
now  are  a  good  buy,  and  a  surprising  number 
favor  the  technology  sector,  another  recent  los^ 

CRISIS  RESPONSE 

[For  stock  investors]  How  did  you  respond  when  the  crisis  in 
Asia  drove  stocks  down  sharply  last  Oct.  27? 

Bought  stock  6%    Switched  money 

Sold  all  stock  0%      into  bonds  11 

Sold  some                         Didn't  change  holdings. .9ol 
stock  2%   Not  sure  ll 

CRASH  TEST 

Over  the  next  12  months,  how  would  you  rate  the  chance  of 
another  big  crash  in  the  stock  market? 


Not 


1997 

1996 

191 

14%  

 12%  

12" 

43%  

 35%  

28] 

30%  

 35%  

40^ 

..9%  

 15%  

171 

..4%   

 3%  

 3' 

HUNTING  FOR  BEARS 

[For  stock  investors!  Over  the  next  12  months,  what  is  the 
likelihood  that  the  stock  market  will  enter  into  a  prolonged 
dovwturn  lasting  a  year  or  longer? 

Very  likely  3%    Not  likely  at  all  15'; 

Somewhat  likely  21%    Not  sure  r, 

Not  very  likely  60% 


GLOBAL  OUTLOOK 

[For  stock  investors]  Wliich  of  these  statements  best  describe! 
your  attitude  toward  international  stocks? 
International  stocks  are  overvalued,  even  after 

their  recent  decline  , 

International  stocks  are  fairly  valued  and 

a  good  deal  now  

International  stocks  are  selling  at  bargain 

prices  and  look  very  attractive  

Not  sure  

TECHNOLOGY  TRAIL 

[For  stock  investors]  Over  the  next.  12  months,  how  do  you 
expect  technology  stocks  will  perform,  compared  with  the 
broader  stock  market? 
Significantly  outperform...  11% 
Somewhat  outperform  ....40% 
Perform  about  the 
same  30% 


Somewhat  underperform..l2*/< 
Significantly 

underperform  2% 

Not  sure  5' 


EDITED  BY  KEITH  H.  HAMMONDS 


Survey  of  1,009  adults  conducted  Dec.  11-15,  1997,  for  busi- 
ness WEEK  by  Louis  Harris  &  Associates  Inc.  For  complete  results 
and  commentary  by  Humphrey  Taylor,  chairman  of  Louis  Harris, 
go  tO:  www.businessweek.com  or  America  Online,  keyword:  8W 
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HOW  TO  HANDLE  FIFTY  MILLION 
UNEXPECTLI)  GUESTS. 

The  only  thiiiji  laslcr  tluiii  woid-or-iiKiiith  ;i(l\<Tlisiii<:  is  word-or-c-iiuiil 
advertising.  A  positive  reputation  in  c) In-rspace  ean  In  ing  \oli  rnilliinis  ol  new 
customers;  a  had  raj)  spreads  ill  will  al  llic  >|)(cd  (if  light. 

When  you  start  smding  iiiillidiis  ol  enstoniers  at  a  time  to  your  Weh  site  lo 
do  rnorr  than  hrowse.  ymi  have  to  he  concerned  ahoul  the  (|nalit\  ol  their  experience. 
Too  much  demand,  and  the  perloiinanee  ol  \our  Wei)  site  can  >lo\\  to  an  anno\inii 
crawl  (this  is  had).  \^av  too  much  demand,  and  users  won't  he  ahle  to  cotuiecl  at  all 
(this  is  terrible),  e-husiness,  alter  all.  is  ahoul  interact i\  it\  -  hu\  iiig.  selling.  cii>loniei' 
service,  etc.  -  and  il Customers  can"t  gvt  through.  the\  can't  interact. 

This  is  why  scalahilit\  is  a  niajoi-  i>siie  loi-  aii\  husiness  thiid^ini:  scriousl\ 
ahout  becoming  an  e-business.  Sealahilil\  is  >inipl\  the  ability  to  easily  increase  the 
capacity  ol  your  Weh  site  -  to  handle  nioi'e  \  i>ilois  or  unexpected  spiko  in  \oluiiic. 

IBM  designs  scalahilit\  into  all  oui-  Well  teclinolo<:\  -  hardware  and  -oltware. 
So  it  your  site  gets  I ( H I  million  hit^  w  Ik'Ii  \ou  expected  onl\  .)( t  million.  \ou  can  adapt 
(|uickly.  As  \ve\e  done  with  some  ol  hi>lor\'-  most  liea\  il\  trallicked  Weh  -ite^:  the 
1996  Atlanta  (  )l\m|)ic  (iamcs  (\IV>  million  liils/17  da\-):  the  I  .S.  ( )pen  Tennis 
Championships  (70  million  hits/ 1  I  (la\s)  and  I  )eep  Blue  (71  million  liit>/*'  da\s). 

ScalabilitV  is  just  one  e-lMlsine>>  pidlilem  we  can  help  \oU  sol\e.  We\e 
helped  thousands  ol  businesses  m(t\e  their  core  processes  l(»  the  Web  to  lower  costs, 
improve  customer  ser\ ice  and  actualU  >ell  things.  To  ki'cp  up  with  the  kile^t  \\>\\ 
solutions,  bookmark  WW  w.ibm.com/e-business.  (Jrcall  u>  at  I  oOO  IBM  7tlo().ext.  \( !.}.}. 
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Strategies  for  stocks 


FINANCIAL  SERVICES 


ank  Shots  Will  Be  Trickier 

■e  merger  mania  in  '98?  Yes,  but  as  stock  prices  soar,  investing  will  get  tougher 


imors  perhaps  more  than  any- 
hing  else  propelled  bank  stocks 
brward  in  1997,  and  there  should 
ore  of  them  in  '98.  "Rumors  and 
lers  about  bank  stocks  ai-e  pushing 
stocks  aroimd  eveiy  day,"  says 
3,  Bruyette  &  Wood  Inc. 
ng  analyst  Hal  Schroed-  ^ 
luch  of  the 
umed  out  to 
ae,  however. 
mid-Decem- 
more  than 
bank  and 
-  deals  had 
armounced, 
a  total  price 
f  $93  billion, 
iverage  bank 
was  up  50% 
57,  says  Don- 
n,  Lufkin  & 
itte  Inc.  ana- 
Hiomas  K.  Brown, 
t  while  the  consolidation  will  con- 
in  1998,  investing  in  banks  may 
rickier  for  investors.  Share  buy- 
which  reached  record  highs  in 
are  destined  to  drop  back  as  bank 
piices  escalate,  says  Schroeder 
as  a  result,  the  industry's  12% 
ngs-per-share  growth  rate  will  be 
more  difficult  to  repeat. 
:NTIAL  glitches.  Adding  to  the 
tainty:  probable  losses  associated 
emerging-market  exposure.  Ex- 
;  say  the  likehest  candidates  for 
!-offs  will  be  Citicorp,  Chase  Man- 
n,  and  Bank  of  America.  Other  po- 
al  hazards  could  be  the  year  2000 
'Uter  issue,  which  could  hurt  banks 
are  lagging  in  fixing  then-  systems, 
lalysts,  though,  see  plenty  of  in- 
nent  opportunities.  A  top  pick  of 
ill  Lynch  &  Co.  analyst  Sandra  L. 
nigan  is  Nomest  CoiiJ.,  a  diversi- 
inancial-services  bank  that  among 
■  things  is  the  dominant  originator 
ortgages  in  the  U.  S.  Norwest's 
Jigs  mix  provides  superior  growth 
ntial,  says  Flannigan.  Goldman, 
s  &  Co.  analyst  Robert  B.  Albert- 
las  a  buy  on  Banc  One  Coi"j3.,  which 


acquired  First  USA  Inc.  last  year.  He 
expects  lots  of  new  growth  from  First 
USA's  credit-card  business:  "First  USA 
has  the  best  I'evenue-generating  histoiy 
probably  of  any  major  sales  cultm-e." 
Schroeder  has  picks  in  tliree  re- 
gions. There's  Washington  Mutual 
in  the  West.  "It  has  a  combina- 
tion of  being  in  a 
very  attractive 
market  on  the 
West  Coast  as  well 
as  an  attractive 
takeover  candi- 
date," he  says.  For 
the  same  reason, 
Schroeder  also  likes 
WeUs  Fargo  &  Co., 
with  $29  billion  in 
market  cap.  ceo 
Paul  Hazen  said  on 
Dec.  8  that  he  would 
consider  a  buyout. 


property /casualty  stock  prices  in  1997 
should  also  persist.  But  Ernest  Jacob, 
insurance  analyst  for  Furman  Selz  LLC, 
warns  that  "earnings  are  likely  to  fall 
short  of  expectations,"  mainly  because 
the  deaith  of  catastrophic  losses  in  1997 
is  unhkely  to  persist. 

Still,  Gai-y  Ransom  of  Conning  &  Co. 
in  Hartford  likes  Allstate  Corp.  "They 
are  changing  the  way  the  auto-insur- 
ance industry  functions,  such  as  the 
ways  claims  are  settled  and  cars  are 
fixed."  In  life  insurance,  Jacobs  offers 
Conseco  Inc.,  an  industry  consolidator. 

The  toughest  sector  of  financial  ser- 
vices in  1998  will  be  the  subprime 
home  equity  gi-oup.  CiuTently  it's  down 
40%  from  its  52-week  high  tliis  year. 
Skeptics  have  long  been  concemed  by 
aggressive  accounting  and  questionable 
loan  practices  in  the  industry.  "A  lot  of 
pain  still  lies  ahead  for  high-risk  equity 
lenders.  It's  based  on  the  age-old  prob- 


SAVVY  PICKS  IN  A  CHANCY  SECTOR 

PRICE* 

P-E  RATIO 

NORWEST  A  diversified  financial-services  bank  with  a  strong 
earnings  mix 

38'/ 

21 

BANC  ONE  Revenue  growth  from  First  USA  credit  cards  will  be 
strong  thanks  to  sharp  marketing  focus 

56'Xs 

19 

WELLS  FARGO  Don't  rule  it  out  for  a  takeover  in  1998 

337^6 

25 

CRESTAR  Well-run  mid-cap;  good  bet  for  future  consolidation 

56M6 

20 

CONSECO  A  consolidator  that  will  either  buy  more  companies  or 
buy  back  more  of  its  shares  in  1998 

43'/6 

16 

ALLSTATE  Powerhouse,  double-digit  earnings  potential  even  in 
a  tough  pricing  environment 

90X6 

17 

*As  of  Dec.  15 

That  caused  a  big  nmup,  but  the  stock 
is  still  not  overvalued,  Schi'oeder  says. 

In  the  Southeast,  Schroeder  likes 
Riclimond-based  Crestai'  Financial  Coip. 
It's  the  lai'gest  independent  bank  in  the 
foiulh-biggest  population  center  and  one 
of  the  last  large  Vu'ginia  banks  not  tak- 
en over  by  out-of-staters.  He  also  likes 
Pittsburgh-based  pnc  Bank  Corp.,  a 
takeover  candidate  in  the  Midwest. 

The  merger  wave  that  cbove  life  and 


DATA  BUSINESS  WEEK 

lem  of  too  much  capital  chasing  too 
few  good  loans,"  according  to  Lehman 
Brothers  Inc.  analyst  Tom  Facciola. 

Perhaps  it's  best  to  avoid  the  whole 
sector.  Or  maybe  it's  a  good  place  to 
find  some  short  ideas.  Facciola's  take: 
The  whole  sector  is  a  potential  short. 
Nobody  would  make  that  judgment  for 
all  financial  stocks,  of  course.  But  a 
dose  of  serious  skepticism  makes  sense. 
By  Delmi  Sparks  in  New  York 


ST  BETS 


*  AGGRESSIVE  Look  for  short  ideas  in  the  subprime  home  equity  market.  *  MODERATE  Buy  midsize  regionals 
with  strong  market  share  that  could  be  taken  over.  ★  CONSERVATIVE  Stick  with  large  U.S.  global  banks. 


STRATEGIES  FOR  STOCKS 


TECHNOLOGY 


I 


Don't  Hightail  It  Out  of  High  Tech 

So  it  didn't  match  the  S&P-it's  still  the  fastest-growing  sector  of  the  economy 


If  you're  thinking  about  investing 
in  technology,  prepare  to  ride  a 
I'oller  coaster.  One  of  this  year's 
highest-flying  technology  mutual 
funds,  a  year-old  Internet  fund  called 
Munder  NetNet,  iinished  the  first 
quaitei-  down  20%.  By  mid-July,  it  was 
up  15%'.  On  Oct. 
21,  it  peaked  foi' 
the  year,  up 
4  1  %  '.  F  r  0  m 
there,  it  was 
downhill  again, 
closing  on 
Dec.  12  with 
a  27%.  total 
return. 

Feel 
queasy?  So 
do  even  the  most  sea- 
soned technology  investoi^ 
going  into  1998.  Tech  stock 
have  always  been  volatih 
but  rarely  do  they  swing  s 
wildly.  Tlie  Pacific  Stock  Ex 
change   Tech   Inde.x  took 
three  major  plunges  this 
year,  falling   11%-  in  the 
spi-ing,  147?  in  October  aiK 
November,  and  another  10^ < 
during  the  week  of  Dec.  S 
Worries  abound  that  mon 
trouble  lies  ahead.  "There's 
a  lot  more  fear  and  anxiety 
built   into   tech   stocks  than 
there's  been  in  years,"  says  Kevin 
Landis,  manager  of  the  Technology 
Value  Fund. 

PC  SLOWDOWN?  Is  it  time  to  hightail  it 
out  (jf  technoldgy?  Not  a  good  idea, 
most  experts  say.  Technology  is  still 
the  fastest-growing  component  of  the 
U.  S.  economy,  with  profits  still  expect- 
ed to  grow  22%.  next  year  vs.  21%  in 
1997,  according  to  First  Call  Corp.  in 
Boston.  And  technology  stocks  have 
done  well  over  the  long  haul.  Tnae,  af- 
ter the  shar-j)  December  con-ection,  tech 
•stocks  were  up  only  15..'!'/f  foi-  the  year 
through  Dec.  15,  vs.  a  lise  of  ■iO^o  for 
the  Standard  &  Poor's  .5()()-stock  index. 
But  since  the  bull  mai'ket  in  technology 
stocks  began  in  July  1994,  tech  stocks 


are  up  160%  compared  with  119%  for 
the  S&P  500. 

Still,  experts  expect  a  lot  more  chop- 
piness  ahead.  Their  biggest  fears:  more 
fallout  from  Asia's  economic  ciisis,  and 
a  slowdown  in  the  personal  computer 
industry.  In  recent  years,  most  tech 
fund  managers  routinely  predict- 
^  ed  that  tech  stocks  would  outper- 
-   for-m  the  Standard  &  Poor's  500 


index  the  fullowing  yeai;  but 
this  year  many  are  reluctant  to  do  so. 
One  still-bullish  managei'  willing  to  pre- 
dict that  tech  stocks  will  beat  the  S&P 
next  year,  Seligman  Communications 
&  Information  Fund  manager  Paul  H. 
Wick,  thinks  this  autumn's  corrections 
have  pushed  technology-stock  prices 
below  those  of  the  broader  market, 
making  them  ripe  for  big  gains  next 
year.  But  he  cautions:  "A  number  of 
high-profile  companies  will  have  big 
negative  surprises." 

Exhibit  A  is  Oracle  Corp.,  whose 
stock  plummeted  29%.  on  Dec.  9  after 
the  company  disclosed  a  slowdown  in 
sales  to  Asia.  Many  pros  believe  more 
companies  wall  reveal  bad  news  over 
the  next  six  months  as  Asian  compa- 


nies scale  back  investments.  "Coi 
nies  that  don't  admit  they're  goin 
be  hit  (by  Asia)  are  in  denial," 
Adam  Hetnarski,  manager  of  Fid. 
Select  Technology'  Fund. 

One  uncertainty  in  the  personal 
puter  market  is  whether  the  pop 
ty  of  $1,000  P(;s  will  expand  dem; 
eat  into  sales  of  more  expensive 
Also  of  concern  is  that  buyers  wil 
lav  new  computer  purchases 
late  in  1998  when  Micr 
(.orp.  is  expected  to  introi 
a  major  new  operating  sys 
"The  problem  is  that  th 
no  reason  right  now  to 
grade  pcs."  Hetnarski  s 
Some  technology  consul 
firms  are  pi-edicting  that 
^  sonal-computer  sales  grol 
will  slip  to  around  14%, 
?i  slightly  below  their  his' 
15%  to  18% 
nual  gro 
rate.  But 
could  m 
profit  dis 
pointme 
across 
1,  r  0  , 
swath 
the  tech: 
ogy  industry, 
eluding  semiconduc 
companies    and  periphei 
makers. 

The  good  news  is  that  high  anxi 
over  technology  stocks  has  brou 
piices  of  some  companies  down  to  w 
many  experts  believe  are  bargain  1 
els.  Top  tech  investors  say  that  ai 
the  rubble  of  this  fall's  corrections 
jewels  that  were  unjustifiably  discs 
ed.  "The  negative  sentiment  mak 
gi'eat  entry  point  to  buy  tech  stocl 
says  Landis. 

So  where  are  professional  tech 
vestors  placing  their  bets  enter 
1998"?  One  favorite  sector  is  the  mw 
maligned  semiconductor  capital  eqi*- 
ment  gi'oup.  Stocks  in  this  sector  e 
being  hit  hard  because  Asia  buys 
large  portion  of  the  world's  semic 


★  AGGRESSIVE  Look  for  battered  stocks  with  good  prospects,  such  as  KLA-Tencor  ★  MODERATE  Mix  a  tecl 
fund  with  tech  stocks  bought  on  dips  *  CONSERVATIVE  Go  for  a  top-rated,  diversified  tech  mutual  fund 
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Kelly'  has 
eliminateci  more 
headaches 
than  aspirin  and 
acetaminophen 
combined. 
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Registry 


Kelly  Scientific 
Resources  ' 


Kelly  Assisted 

Living® 


Kelly  Management 
Services ' 


Kelly's  experts  will  offer  cost-effective  solutions  to  your  human  resources, 
')  II,  and  workers'  compensation  needs.  That  should  have  you  feeling  better  fast. 
I  information,  call  1-888-GO-KELLY,  or  visit  us  at  www.kellyservices.com 


KELLY 

SERVICES 


vices,  Inc  All  rights  reserved  An  equal  opportunity  employer 


Look  what  we  do  now." 


STRATEGIES  FOR  STOCKS 


TECHNOLOGY 


ductor  capital  equip- 
ment. But  one  com- 
pany that  will  avoid 
the  carnage  is  KLA- 
Tencor  Corp.,  a 
company  that  spe- 
cialize.s  in  inspecting 
silicon  wafers  for 
damage,  says  Wick. 
He  thinks  that  kla- 
Tencor  has  a  techno- 
logical edge  that  will 
boost  profits  more 
than  30%  in  1998. 
Its  stock,  meanwliile, 
has  plummeted  55% 
from  its  August  high 
of  16'/x,  resulting  in 
a  below-market 
price-earnings  multi- 
ple of  12  times  his 
1998  earnings 
estimate. 

Another  under- 
priced  chip-equip- 
ment stock  is  Inte- 
grated Process 
Equipment  Corp., 
Landis  says.  Al- 
though the  company  will  be  hurt  by 
Asia,  its  technology  is  critical  to  the 
production  of  advanced  chips,  and  "the 
world  will  eventually  need  what  they 
sell,"  Landis  says.  At  15K  on  Dec.  1.5, 
Integi'ated's  stock  is  off  more  than  50% 
from  its  October  peak  of  86. 
SIZE  MATTERS.  Communications  equip- 
ment suppliers  are  also  favorites.  Al- 
though wireless  telecommunications 
companies  have  been  hurt  by  Asia,  in- 
vestors think  that  giants  such  as  Lu- 
cent Technologies, 
Northern  Telecom, 
and  Cisco  Systems 
will  benefit  from 
strong  U.  S.  demand 
for  equipment  that 
integi'ates  voice  and 
data  in  networks. 
Richard  D.  Wallman, 
manager  of  Dreyfus 
Corp.'s  Technology 
Growth  Fund,  says 
market  leaders  in 
this  fast-paced  busi- 
ness have  a  big  ad- 
vantage over  smaller 
rivals,  and  recom- 
mends all  three 
companies. 

Bellwether  IBM  is 
due  for  another  good 
year  in  1998,  though 
its  stock  is  not  likely 
to  duplicate  its  28% 


Paul  Wick,  manager  of  the  $4. 7  billion 
Seligman  Communications  &  Information 
Fund,  is  one  of  this  year's  more  successful 
tech  fund  managers.  Through  Dec.  12,  his 
Fund  was  up  13.4%. 

ON  HOW  TO  PICK  TECH  STOCKS:  «Don  t 

get  caught  up  in  waves  of  enthusiasm  and 
pessimism.  If  you  hke  a  stock,  ignore  the 
noise  and  stick  with  your  convictions.  Use 
volatility  as  an  opportunity  to 
buy  and  euphoria  as  an  oppor- 
tunity to  sell." 

ON  WHETHER  TECH  STOCKS 
ARE  OVERVALUED:  «Valua 

tions  are  all  over  the  place. 
Some  Internet  stocks  that  are 
barely  profitable  have  out- 
landish valuations  (Yahoo!, 
Amazon.com).  But  valuations 
are  low  in  the  semiconductor- 


equipment  industry  and  some  peripherals 
and  chip  companies." 

ON  WHETHER  THERE'S  SAFETY  IN  LARGE- 
CAP  TECH  STOCKS:  "Sometimes  size  is  a 
critical  variable  for  survival,  but  certainly  it 
doesn't  guarantee  a  big  company  will 
always  do  well.  I  won't  consider  buying 
Intel  until  its  outlook  becomes  much  clear- 
p!  '^inall  companies  can  grow  faster  than 
large  companies  if  they  sell  a 
hot  product  in  an  incredibly 
fast-growing  industry." 

HIS  FAVORITE  TECH  SECTORS: 

Peripherals,  specialty  semicon- 
ductors, and  semiconductor 
equipment. 

SECTORS  TO  AVOID:  Internet 
stocks  and  PC  companies  other 
than  Compaq  and  Dell. 


STOCK 


TSE . . .  EUPHORIA  AS  AN 
OPPORTUNITY  TO  SELL' 


gain  this  year  through  Dec.  15,  pre- 
dicts Paul  H.  Saperstone,  technology 
analyst  for  State  Street  Research  & 
Management  Co.  in  Boston.  Saperstone 
thinks  that  earnings  will  grow  about 
13%,  the  company  should  report  its 
fii'st  gain  in  pretax  operating  income  in 
years,  and  its  market  multiple,  now 
about  14  times  estimated  1998  prof- 
its, could  get  a  boost  if  interest  rates 
decline.  Under  that  scenario,  he  thinks 
ib.m's  stock  could  lise  as  much  as  20^^^. 


PRICE* 


ADAPTEC  Strong  growtti  in  demand  expected  for  its  controllers  34'/<6 
that  speed  up  PC  servers 


APPLIED  MICRO  CIRCUITS  Recent  IPO  has  hot  networking  10 
chips 

CISCO  NetV(/orking  leader  steamrolling  competition  77'/ 

ELECTRONIC  ARTS  Long-suffering  PC  entertainment  stock  may  335^ 
finally  be  poised  for  growth 

GARTNER  GROUP  Tech  consulting  firm  poised  for  30%  profit  34 
growth  next  year 

IBM  May  not  repeat  1997's  performance  but  should  perform  100/^ 
well  vs.  competition 

LUCENT  TECHNOLOGIES  Asia  is  a  risk,  but  top  telecom  12'% 
equipment  supplier  should  extend  leadership 

*  Dec.  15  **Based  on  earnings  estimates  for  current  fiscal  year 

DATA:  BUSINESS  WEEK  SURVEY  OF  FUND  MANAGERS,I/B/E/S  EARNINGS  ESTIMATES 


The  Munder  1 
Net  fund,  a  top 
former  despite 
stumble  in  Dec 
ber,  is  concentra 
its  bets  on  a  red 
market:  Intel 
stocks.  The  Net 
fund  owns  compa 
that  are  bound 
benefit  from  the 
ternet's  growth, 
fund's  top  holdi 
include  three  fli 
eial-services  fi: 
that  rely  heavilj 
the  Net:  E-Tr 
Group,  Ameritr 
Holding,  and  Cha 
Schwab  &  Co. 

The  fund  also  o 
shai'es  in  two  pop 
high-tech  consult 
fii'ms,  Forrester 
search  Inc.  and  G 
ner  Group,  plus  t 
com  giant  WorldC 
Inc.,  which  will 
come  the  leader 
handling  Intemet  traffic  when  it  cl 
pletes  its  acquisition  of  MCi  Commur| 
tions  Corj). 

RAPID-FIRE  TRADING.  Like  most  ti 
fund  managers,  NetNet  co-mana|J 
Paul  T.  Cook  and  Alan  H.  Harris  h,! 
no  idea  how  long  they  will  hold  a 
their  current  crop  of  stocks.  Tl 
turnover  ratio  is  close  to  200%,  mi 
ing  the  fund  traded  twice  the  valui 
its  assets  last  yeai".  Such  rapid-fire  ti 
ing  is  standard  procedure  for  pro 
sional  technology 
vestors,  and 
creates  huge  mai, 
risks.  Sentiment 
wards  a  technoL 
stock  or  an  enl 
sector  of  the  inc 
try  can  change  i 
matter  of  m.inui 
resulting  in  volatil 
rai'ely  encoimtere(i 
other  industries. 

If  you're  hopinj 
find  safety  and  ( 
sistency,  avoid  h 
tech.  But  if  yoi 
prepared  for  altf' 
nating  bouts  of 
phoria  and  mis( 
now  may  be  a  g 
time  to  pick  up  t 
stocks  on  the  che 
By  Geoffrey  S% 
in  Boston 


P-E 
RATIO* 


16 

27 

30 
29 


35 


16 


26 
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We've  spent  over  50  years 
revolutionizing  the  mutual  fund  industry 

Is  it  any  surprise  that  we're 
innovating  the  brokerage  business? 


T 

(  ' 

INDEPENDENT  RESEARCH, 
PLANNING  TOOLS  AND 
ONLINE  STOCK  TRADES  FROM 

$^495 

FOR  ACTIVE  TRADERS 

-J 
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i^s  a  pioneer  in  mutual  funds.  Fidelity  changed 
the  way  America  invests.  Now  we're  redetining  the 
brokerage  industry.  With  Fidelity  Brokerage,"  you  get: 

■  Access  to  initial  public  oflenngs 

■  Independent  research  trom  Salomon 
Brothers  and  others 

■  Online  analysis  tools  like  Stock  Evaluator  " 
and  Fund  Evaluator"" 

■  Online  real-time  stock  quotes 


Plus,  online  stock  trading  trom  $14.95  per  trade  lor 
active  traders,  and  $19.95  for  less  active  accounts.' 
So  for  brokerage  services  at  an  excellent  value, 
work  with  Fidelity  Brokerage -visit  our  Web  site, 
call,  or  stop  by  an  Investor  Center  today  Alter 
all,  revolutionary 
ideas  are  why 

we're  in  business.  1-800-544-2898 


www.fidelity.com 


Fidelity 
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WHERE  12  MILLION  INVESTORS  PUT  THEIR  TRUST.  " 

Service:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

ock  trades  placed  onhne  via  ihe  Web  or  Fideluy  On-line  Xpre4s+"'  in  quahfying  accounls  of  active  traders,  the  base  rate  is  S14.95  The  base  rate  for  stock  trades  placed 
for  other  retail  customers  is  $19.95.  For  equity  trades  up  to  1,000  shares,  pay  the  base  rate  For  trades  between  1,001  and  4,999,  pay  the  base  rate  plus  $.03  for  each 
wer  1,000.  For  trades  of  5,000  shares  or  more,  pay  the  base  rale  plus  $.02  for  each  share  over  1,000.  For  shares  pnced  under  $1,  pay  the  lesser  of  the  rate  as  calculated 
or  3%  of  pnncipal,  subject  to  a  minimum  commission  equal  to  the  base  rate  There  is  a  $3  premium  per  trade  for  hmit  and  stop  orders.  The  premium  is  waived  until 
7  for  Spartan  Active  Traders  and  does  not  apply  to  Spartan  Gold  Circle  customers.  Active  traders  refer  to  those  customers  whose  accounts  qualify  for  Spartan  Active  Trader 
I  or  Spartan  Gold  Circle  pricing.  To  quahfy,  customers  must  make  at  least  36  or  72  stock,  bond  or  option  trades  per  year  respectively  and  maintain  a  minimum  account 
t  of  $20,000  ($100,000  for  retirement  accounts)  Fidelity  Brokerage  Services.  Inc  Member  NYSE,  SIPC  4b/42100  001 
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A  Daredevil's  Guide 
To  Asian  Markets 

The  carnage  could  easily  get  worse.  But  for  those  with  strong  stomachs. 


mm 

IMF  austerity  plans  will  fare  in  P^sflit 
donesia,  either.  Ditto  for  Thaih  i*W* 
where  Prime  Ministei'  Chuan  Leelq  siio  i-*  if 
government  is  just  beginning 
heavy  lifting  that's  needed. 

Then  there's  a  really  nasty  scens  it  iiri 
Will  China  emerge  as 
Asia's  next  casualty? 
Should  Beijing  botch 
its  ovei'haul  of  its  mon- 


Japan  falls  close  to  recession  and 
rushes  forward  with  a  massive 
l)ublic  bailout  of  its  debt-besotted 
hanks.  The  entire  South  Korean 
economy  seems  on  the  verge  of  re- 
ceivership. China's  growth  is  slowing 
down,  and  it's  choking  on  excess  in- 
ventories of  bicycles,  washing  ma- 
chines, and  televisions.  Speculators  are 
shorting  the  Hong 
Kong  dollai-  and  roil- 
ing the  Hang  Seng 
Index.  In  Indonesia, 
Malaysia,  and  Thai- 
land, currency  and 
eciuity  markets  con- 
tinue to  tumble  by 
the  day.  And  no- 
body knows  when 
the  parachutes  will 
open. 

You  get  the  pic- 
ture. If  you  don't, 
just  wait  until  your 
yearend  Asian  mu- 
tual-fimd  statement 
arrives.  In  dollar  terms,  the  Hang 
Seng  and  Tokyo's  Nikkei  stock  average 
have  each  lost  roughly  a  quartei-  of 
their  value  since  January.  Bourses  in 
Bangkok,  Kuala  Lumpur,  and  Seoul 
have  given  up  some  70%.  So  is  it  time 
for  the  savvy  global  investor  to  rush 
back  in  and  pick  up  the  pieces  at  stun- 
ning discounts? 

GOOD  WITH  THE  BAD.  Only  if  you  have 
a  cast-iron  stomach,  a  very  discerning 
eye,  and  a  long-term  perspective. 
Along  with  the  dross,  Asia's  crisis  has 
swept  up  some  of  the  world's  l^est- 
manage(l  companies.  For  example, 
shares  of  usHc  Holdings  plc,  owner  of 
the  huge  Hongkong  &  Shanghai  Bank 
and  one  of  the  woi-ld's  best-capitalized 
lenders,  have  slumiied  a  third  since 
summer.  So  no  one  would  fault  you  if 
you  steered  clear  of  Asia  until  the 
ruckus  dies  down. 

Which,  by  all  signs,  it  won't  for  a 
while  yet.  This  year,  Southeast  Asian 
economic  growth  should  slow  four  per- 
centage points  from  its  pre-bust  1996 
level  of  7.2%.  Japan  will  be  lucky  to 


see  1%'  growth  in  1998  after  treading 
water  in  '97.  The  carnage  could  even 
be  far  woi'se  if  the  region's  leaders  get 
cold  feet  on  reforms  demanded  by  the 
International  Monetary  Fund  and  oth- 
er emergency  lenders. 

In  Seoul,  opposition  presidential  can- 
didate Ivim  Dae  Jung  ftrst  flatly  vowed 
to  renegotiate  South  Korea's  $60  billion 


1?  M  lr< 

» .'US  M 


now- 


deal  with  the  IMF  if  he  prevails  in  a 
Dec.  18  general  election.  But  after  the 
retiring  President  Kim  Young  Sam  and 
other  major  candidates  said  on  Dec. 
18  that  they  would  make  their  best 
efforts  to  observe  the  deal,  Kim  Dae 
Jung  then  said  he  would  seek  only 
"supplementary"  negotiations  to  mini- 
mize layoffs.  However,  investors  are 
still  edgy  over  the  future  of  the 
bailout.  And  with  President  Suharto's 
health  questionable,  it's  unclear  how 


ey-losing  state 
enterprises 
and  a  banking 
sector  saddled 

with  $200  billion  in  dud  loans,  it  mi 
be  tempted  to  devalue  the  renmi 
in  an  attempt  to  export  its  way  iB.i<, 
of  the  jam.  That  would  undercut 
credibility  of  the  Hong  Kong  dol 
which  is  linked  to  the  U.S.  gTeenb;  Jf^ 
annihilate  the  Hang  Seng,  and  proi 
Japan  and  the  Tiger  economies  i  | 
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greater  devaluations  than  the 
ones  they  have  already  seen. 
■I  I  a  wave  of  beggar-thy-neighbor 
Kit  ions  could  push  the  region  into 
atiitnai-y  vortex  that  would  crash 
lale  profit  margins  from  Tokyo 
:arta.  With  luck,  that  won't  come 
<s.  But  fears  of  corporate  wipe- 
ai  e  prompting  those  who  still 
an  appetite  for  stocks  to  stick 
iidven  multinationals,  companies 
;<  ads  of  cash,  or  unique  pricing  or 
)logy  advantages, 
w  liere  is  this  more  true  than  in 
i.  Prime  Minister  Ryutaro 
iiKito's  government  has  dropped 
at  ion  on  cutting  Japan's  massive 
■t  deficit  down  to  size.  Instead, 
imoto  is  moving  to  reflate  the 
niy  and  fragile  banking  sector 
tax  cuts  and  a  massive  injection 
:!ic  funds.  However,  few  see  the 
my  rebounding  until  1999,  given 
;ome  40%  of  Japanese  exports  go 
sia's  now-struggling  regional 
mies. 

t  MAGIC.  This  is  scarcely  the 
for  a  market  rally.  That's  why 
Fujita,  director  of  Meri'ill  Lynch 
aational  Capital  Management,  is 
ig  focused  on  the  "best-placed 
i  companies  in  each  sector — those 
strong  balance  sheets."  At  the 
f  his  list  is  Sony  Corp.  It  trades 
■omparatively  modest  price-earn- 
•atio  of  24,  yet  it's  enjoying  a  big 
round  with  Sony  Pictures,  thanks 
ih  hits  as  Men  in  Black  and  Air 
One.  HSBC  analyst  James  Capel 
'ts  Sony's  earnings  to  jump  47% 
e  fiscal  yeai'  that  will  end  on  Mar. 
1  $1.5  billion.  Asian  concerns  and 
ng  PlayStation  video-game  sales 
probably  depress  the  company's 
profits  in  the  coming  fis- 
cal year.  But  by  fiscal 
1999,  it  could  come  roar- 
ing  back — to  as  much  as 
m    $1.7  bilHon. 

Investors    are  also 
K        leaning  toward  financial 
W        giants  that  can  withstand 
Japan's  banking  shock.  A 
V  series  of  failiu-es  have  dri- 

JL  ven  consumers  to  the 
■  more  secure  Bank  of 
f        Tokyo-Mitsubishi  Ltd., 

f whose  deposit  base  has 
swelled  6%-  since  Novem- 
ber, to  $119  bilhon.  Nomui-a 
Securities    Co.,  Japan's 
st  stockbroker,  is  likewise  expect- 
benefit  from  the  failure  of  rival 
lichi  Securities  Co. 
Hong  Kong,  a  sudden  currency 


devaluation  by  the  mainland  isn't  the 
only  worry.  The  other  is  that  the  Fed- 
eral Reserve  decides  to  hike  U.  S.  in- 
terest rates  in  the  face  of  continued 
strong  growth.  That  would  force  the 
Hong  Kong  Monetary  Authority  to  do 
the  same.  A  local  rate  hike  would  put 
pressure  on  the  property  market  and 
drag  the  entire  Hang  Seng  down.  But 
Jean  de  Bolle,  executive  director  of 
Asian  investment  research  for  Gold- 
man Sachs  (Asia),  believes  that  major 
companies  with  sizable  interests  on 
the  mainland — including  Hutchinson 
Whampoa,  ciTic  Pacific,  and  China 
Southern  Airlines — should  continue 


The  collapse  of  India's  United  Front 
coalition  government  in  November  has 
also  set  investors  on  edge.  Elections 
are  set  for  early  1998,  but  further  de- 
lays in  deregulating  the  economy 
would  put  new  pressui'e  on  the  i-upee 
and  stocks.  Another  unwieldy  govern- 
ment would  hit  stocks  further.  Stay- 
ing on  the  defense,  local  pros  are  lean- 
ing toward  consumer  stocks  such  as 
Indian  Tobacco  Co.  and  software  spe- 
ciahsts  such  as  Infosys,  wliich  develops 
programs  for  financial-services  firms. 

Not  every  Pacific  Rim  economy  has 
tanked.  Taiwanese  companies  have 
maintained  strong  balance  sheets,  and 


WHERE  THE  TROUBLE  LIES 


JAPAN  The  economy  is  on  the  verge  of  recession.  Depressed  export  markets  in 
Asia  will  hammer  corporate  earnmgs.  And  no  one  knows  whether  big  infusions  of 
pubhc  money  and  tax  cuts  will  bring  an  end  to  the  banking  crisis  and  rekindle 
domestic  demand.  Stock-pickers  are  sticking  to  proven  multinationals  with  deep 
pockets  and  a  global  reach,  including  Sony  and  Canon. 

SOUTH  KOREA  Only  for  the  fearless.  Even  a  $60  billion  International  Monetary 
Fund  bailout  and  austerity  plan  may  not  be  enough  to  halt  the  free-falling  won 
and  stock  market,  and  a  new  government  may  even  try  to  renegotiate  the  IMF  deal. 

THAILAND  The  new  government  is  taking  harsh  measures  to  shut  down  troubled 
finance  companies,  but  even  tougher  moves  lie  ahead  despite  an  economic 
slump.  Investors  are  seeking  refuge  in  a  few  cash-rich  companies. 

HONG  KONG  Concern  No.  1  is  what  China  will  do  with  its  currency.  If  the 
Chinese  economy  flags,  Beijing  may  devalue  the  renminbi  to  spur  exports  and 
growth.  That  would  undermine  the  Hong  Kong  dollar  and  stock  market.  A  rate 
rise  by  the  Federal  Reserve  in  the  U.  S.  could  hurt,  too,  by  pushing  local 
interest  rates  up  in  sympathy. 


to  enjoy  strong  earnings  in  1998. 

Another  regional  safe  haven  is  Sing- 
apore Airlines,  whose  p-e  is  a  modest 
8.7.  Hugh  Young,  managing  director  of 
Aberdeen  Asset  Management,  observes 
that  it  has  strong  management  and  a 
rock-solid  balance  sheet  that,  unlike 
some  other  Asian  carriers,  means  it 
shouldn't  have  to  sell  planes  to  raise 
cash.  Yet  it  is  trading  at  book  value. 
Contrast  that  with  just  about  any  stock 
in  Seoul  these  days.  With  some  of 
South  Korea's  biggest  conglomerates, 
or  chaebol,  failing  under  massive  debts, 
there  seems  to  be  little  way  to  avoid 
getting  caught  in  the  crossfire. 

With  Ivim  Young  Sam's  governinent 
having  just  eased  restrictions  on  for- 
eign takeovers,  however,  "mergers  and 
acquisitions  will  be  a  new  theme,"  be- 
heves  Park  Kyung  Min,  chief  invest- 
ment officer  at  Asset  Korea  Capital. 
One  likely  target  is  Kookmin  Bank, 
formerly  known  as  Citizens  National 
Bank.  Its  bad  loans  account  for  only 
3.4%'  of  its  total  lending — not  bad  by 
Seoul  standards. 


many  boast  the  kind  of  technological 
edge  that  should  cai-ry  them  through 
the  downturn.  David  Yu,  vice-presi- 
dent of  Intemational  Investment  Tiust, 
a  Taipei  fund  manager,  thinks  Taiwan's 
strength  in  sub-$l,000  personal  com- 
puters remains  a  big  plus  despite  slow- 
er global  demand.  He  likes  notebook- 
computer  marker  Compal  Electronics 
Co.  Tr-ue,  its  stock  has  shot  up  100%. 
this  year.  But  since  its  earnings  are 
expected  to  rise  50%  next  year,  Yu 
thinks  it  still  looks  like  a  good  buy. 
Oriental  Semiconductor  Engineering, 
a  chip-packaging  company,  should  also 
prosper  as  Taiwanese  semiconductor 
makers  move  into  higher-end  products. 

Good  values,  perhaps.  But  do  you 
have  the  guts — and  the  patience — to 
jump  in?  Asia's  crisis  isn't  likely  to 
end  anytime  soon.  As  a  result,  brave 
souls  who  are  determined  to  take  the 
plunge  should  be  prepared  for  the 
roller-coaster  ride  of  their  lives. 

By  Brian  Bremner,  with  SehastiuH 
Moffett  in  Tokyo,  Mark  Clifford  in 
Hong  Kong,  and  bureau  reports 


if  AGGRESSIVE  Sony's  earnings  remain  solid  despite  Asian  earnings  concerns.  *  MODERATE  Hong  Kong 
conglomerates  with  Chinese  interests  show  some  promise.  ★  CONSERVATIVE  Focus  on  strong  balance  sheets. 


STRATEGIES  FOR  STOCKS 


EUROPE 


The  Almighty  Euro 

still  unborn,  it's  already  sparking  a  merger  craze 


Amid  improving  economic  growth 
and  a  wave  of  corporate  restnic- 
turings,  mergers,  and  acquisitions, 
investors  in  European  equities  didn't 
have  to  work  too  hard  to  make  money 
in  1997.  Despite  October's  coiTection, 
European  stock  markets  returned  an 
avei'age  of  30.5%  in  local  curren- 
cy and  18.5%  in  U.  S.  dollars,  ac- 
cording to  Mor-gan  Stanley  Capi- 
tal International. 

Now  the  big  question  is 
whether  European  bourses  have 
enough  juice  left  for  an  encore 
performance.  Analysts  say  gains 
in  the  10%  range  are  more  likely. 
But  with  many  stocks  near  all- 
time  highs,  a  big  shock  from  the 
Far  East  could  quickly  spark  a 
wave  of  profit-taking.  Investors 
still  have  reason  to  like  Europe 
however.  The  economic  climate 
looks  favorable:  Most  countries 
starting  to  shf)w  str-onger  gi'owth,  with 
a  Continent-wide  average  of  2.5%  to 
3%'  expected.  European  interest  rates 
are  expected  to  rise  only  nominally. 
And  stocks  should  gain  support  from 
some  other  important  factors.  Billions 
of  dollars  are  flowing  into  European 


leveraged-buyout  funds.  At  the  same 
time,  the  growth  of  the  private  pen- 
sion industry  should  bring  in  new  liq- 
uidity and  create  demand  for  equities. 

Moreover,  merger  fever — especially 
among  financial-services  companies — is 
being  whipped  up  by  the  expected 


BIG  ISSUES  FOR  EURO-INVESTORS 


MONETARY  UNION  Decisions  on  who  is  in  and 

who  IS  out  of  the  euro  will  be  made  in  May.  The 
markets  expect  a  broad-based  union  including 
Italy  and  Spain,  with  Britain,  Sweden,  and  Den- 
mark staying  out  of  the  January,  1999,  launch. 

MERGERS  The  European  takeover  boom  will  keep 
buoying  stock  prices.  Financial-services  companies 
will  be  especially  hot  targets. 

THE  ECONOMY  German  GDP  growth  should  be  in 
the  2.5%  range  in  1998.  But  stocks  could  suffer. 


ai"e 


launch  of  a  single  cuiTency  on  Jan.  1, 
1999.  And  as  companies  jockey  for  po- 
sition in  the  Continent's  new  Euro 
Zone,  they  are  enticing  investors  by 
enhancing  shareholdei-  value.  Many  cor- 
por-ations  are  ditcliing  unwanted  assets 
and  tiTying  to  build  j^ricing  power.  This 
should  be  a  jjIus  for  share  prices. 


With  general  elections  schedule  for 
fall,  Germany  may  be  the  wild  caiifnr 
investors.  A  Social  Democrat  vvor: 
over  longtime  Chancellor  Helmut  lcIi 
could  whack  the  stock  market.  Th  S 
cialists  are  well  ahead  in  the  pollsbu' 
many  poUtical  analysts^i; 
think  Kohl  will  find  s^:n\ 
to  win.  Much  depend  (n 
economic  perfonnancefl-. 
consensus  is  for  2.5'-  i 
8%  gi-owth  for  1998,  lit 
growing  number  of  im 
lysts  think  that  a  gh. 
slowdown  coupled  vdtr 
terest-rate  hikes  byth 
Bundesbank  may  starisi 
pinging  on  the  economii' 
election  time.  If  so,tl; 
shares  of  industrial  gi»tt 
including  Hoechst  m 
Daimler  Benz,  could  (Hn 
under  pressure. 
Britain,  whose  economy  was  hj&i 
the  strongest  performer  among  njo 
European  countries  in  1997,  is  ancae 
question  mark.  The  Bank  of  Englii 
which  has  raised  short-term  rates  jjfc 
percentage  points,  to  7.25%,  sincep 
May's  election,  wants  to  see  gr(|t) 
cut  below  2%  next  year  With  gr(ii!ti 
now  at  3.5%,  such  a  dramatic  reu; 
tion  seems  unlikely.  For  one  thinge:-; 
port  orders  remain  remarkably  stini 
despite  the  strength  of  the  pound,  i 
NORTHERN  CHILL.  What  could  souith' 
outlook  for  Europe?  Davidson  of  ;or 
gan  Stanley  points  out  that  Euro]!9J 
companies  obtain  more  tharK' 
of  their  revenues  from  Asia^f 
another  4.6%  ft'om  Latin  Amete 
which  is  vulnerable  to  Asian  iff. 
tagion.  Morgan  Stanley  haijai 
ready  dovvngraded  its  earn 
per-share  growth  forecast 
Europe  in  1998  from  12.7'5| 
10.5%  because  of  the  crisi 
Asia.  Countries  likely  to  he. 
hai'dest  are  Sweden  and  Fin! 

But  many  strategists  tool 
the  bright  side  right  now. 
continue  to  see  very  signifi 
opportunities  in  Europe.  Th; 
where  we  see  earnings  growth," 
Heraik  Strabo  an  international  port 
manager  with  American  Century 
vestments.  Tlie  coming  year  looks  g 
but  if  you're  among  the  faintheai 
you  may  want  to  sit  this  one  out. 

By  Stanley  Reed  in  London, 
bureau  reports 
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-A- AGGRESSIVE  Expect  more  mergers  among  financial-services  companies.  *  MODERATE  Telecom  compa-j 
nies  should  show  continued  growth.  ★  CONSERVATIVE  Consumer-goods  makers  with  minimal  Asian  exposii,W»  coj 
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STRATEGIES  FOR  STOCKS 


LATIN  AMERICA 


Caution:  Curves  Ahead 

Mexico  looks  fit,  but  the  Latin  region  iiinges  on  Brazil 

Ti 


traditionally,  Latin  America's  boui's- 
es  look  to  Wall  Street  for  cues. 
But  since  Hong  Kong's  market 
tuinbled  in  October,  Asia  has  taken  cen- 
ter stage  in  the  morning  coiiferences  at 
Latin  investment  banks  and  broker- 
ages. From  Mexico  City  to  Santiago, 
edgy  traders,  who  only  months  ago  did- 
n't know  the  Korean  won  from  the 
Thai  baht,  now  wake  up  in  the  middle 
of  the  night  to  check  developments  on 
the  other  side  of  the  globe.  "We've  had 
to  start  studying  countries  we  never 
looked  at  before,"  says  Marcio  Vem, 
head  of  trading  at  BankBoston's  Sao 
Paulo  subsidiary. 

With  good  reason.  In  the  three 
weeks  after  the  Hong  Kong  crisis 
erupted,  Brazil's  stock  exchange 
plunged  40%  in  dollar  terms.  The  Latin 
debt  market  dried  up,  though  it  began 
to  crawl  back  in  early  December.  For 
1998,  most  ecjuity  analysts  are  cau- 
tiously bullish,  taking  Me.xico  as  their 
top  pick  and  regarding  Brazil  as  the 
biggest  mystery.  But  market  volatility 
throughout  Latin  America  will  be  high 
as  long  as  Asia's 
woes — and  those  of 
Russia,  as  well — con- 
tinue to  unnerve  in- 
vestors in  emerging 
markets. 

TIGHT  MONEY.  Indeed, 
it  is  BrazO  that  will  set 
the  tone  for  the  rest 
of  the  region.  Recent 
proposals  for  economic 
reform  by  the  coun- 
try's pro-business 
President  Fei'nando 
Henricjue  Cardoso 
have  helloed  encourage 
investment  from 
abroad.  According  to 
Lawi-ence  Ki-ohn,  chief 
Latin  America  econo- 
mist with  UBS  Securities  in  New  York: 
"Brazil  has  done  all  the  right  things." 

Still,  investors  face  legitimate  con- 
cerns. Chief  among  them:  How  quick- 
ly interest  rates — now  close  to  40% — 
will  lie  reduced.  And  gross  domestic 


/'I 


THE  LOWDOWN  ON 
BIG  MARKETS 


BRAZIL  Asian  flu  has  the  real 
under  pressure,  and  Interest 
rates  are  way  up.  That  will  lim- 
it economic  growth  to  1%  in 
1998  and  put  a  lid  on  stocks. 
Recently  privatized  mining 
conglomerate  Vale  do  Rio  Doce 
is  a  favorite  defensive  choice. 

MEXICO  Still  the  favorite  of 
Latin  stock-pickers.  1998 
growth  should  hit  5%.  Con- 
struction issues  remain  strong. 
Consumer  and  banking  stocks 
appear  poised  for  recovery. 


product,  which 
had  been  expect- 
ed to  grow  more 
than  4%  in  1998, 
is  now  likely  to 
rise    barely  1%. 
The  good  news  is 
that  this  year's  $9 
billion  trade  deficit 
will  fall  to  about  $5 
billion  in  1998,  cut- 
ting the  current  ac- 
counts deficit  from 
4.4%  of  GDP  to  8.5%). 
That's  why  stock- 
pickers  prefer  sal'c 
bets  such  as  Tele- 
bras  and  its  re- 
gional subsidiaries, 
Telesp  and  Telerj,  ■ 
which  should  do  ^. 
well   once  the 
phone  compa- 
nies are  priva-  "-.-'''IS'^pi^p  p 
tized  next  yeai'. 

In  contrast  to  Brazil,  Me.xico 
has  emerged  as  the  region's  star.  The 
Mexico  City  stock  in- 
dex is  up  46%'  in  dol- 
lai'  teiTns  in  1997,  tops 
among  the  region's 
major  economies.  On 
top  of  solid  5% 
growth  in  its  gross 
domestic  product, 
Me.xico  will  gain  from 
lower  inflation,  which 
should  fall  from  17% 
this  year  to  12%-  in 
1998."  Interest  rates 
are  likely  to  edge 
downward  fi'om  their 
current  21%,  and  the 
peso  looks  stable. 
Meanwhile,  corporate 
profits  are  ex]Dected  to 
rise  more  than  20%, 
fueled  by  investment  gi'owth  that  could 
again  reach  20%  in  1998. 

The  leading  beneficiaries  of  the 
growth  spurt  will  be  the  constiuction 
and  banking  sectors  which,  thanks  to 
the  domestic  recovery,  have  room  to 


gam.  Ki'ohn  of  UBS  likes  finaci- 
gi-oups  Banamex-Accival  and  Banon 
er.  And  Lars  Schonander,  direct  '  c 
research  for  Santander  Investme:  i 
Mexico  City,  is  enthusiastic  about:or 
struction  group  Empresas  iCAftii' 
steel-pipe  producer  Tamsa.  * 

Some  analysts  worry,  how(Ue) 
that  Mexico  might  be  growinglo 
quickly.  The  strong  peso  and  bjoy 
ant  economy  may  turn  a  $1.4  bijio 
trade  surplus  into  a  deficit  poslbl 
as  high  as  $2.6  billion  by  1998.  Is 
worrisome  are  some  of  the  sm.le 
Latin  American  markets.  Cilt 
which  sends  35%  of  its  export  t 
Asia,  will  be  hit  by  reduced  Silt 
Korean  and  Japanese  demandfo 
copper.  And  political  uncertaat 
might  adversely  affect  the  sK 
markets  of  Peru,  Venezuela,  crn 
Colombia. 

More  instabihty  is  just  what  lit: 
investors  would  like  to  avoid.  If  thi'') 
lucky,  Me.xico  will  continue  to  shine.Bi 
elsewhere  they'll  have  to  be  fleet  ofo 
to  avoid  getting  tripped  up  in  1998 

By  Ian  Katz  in  Sao  Paulo  iii 
Elisabeth  Malkin  in  Mexico  City 


*  AGGRESSIVE  Shares  of  newly  privatized  Brazilian  telephone  companies  should  soar.  ★  MODERATE  Elecl 
utilities  may  be  less  sensitive  to  economic  downturns.  ★  CONSERVATIVE  Construction  plays  remain  attract! 
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wrm:9sm  more 


There  will  always  be  those  .■  ?  'all 

•  but  at  Barclays  Capital  we  oelieve 

that  '  ategy  lacks  focus.  It  not  only  runs  the 

;  jreading  resources  and  expertise  too  thinly 

suingadesii  'han 
a  commitment  to  be  the  best. 

That's  why  we  have  formed  Barclays  Capital. 

We're  still  in  investment  banking.  We're  still 
international  and  we're  still  in  the  advice  business. 
What's  more,  we  still  have  access  to  a  $350  billion 
balance  sheet,  an  AA  credit  rating  and  all  the  benefits 
that  bnngs. Through  greater  integration  of  debt,  lending 
and  risk  management  products,  we  will  be  more 
responsive  in  the  way  we  provide  solutions.  And  be 
more  innovative  in  the  solutions  we  provide. 

Because  only  through  the  application  of  this 
focus,  can  we  deliver  a  better  seiA/ice  to  our  clients. 

Barclays  Capital.  Focusing  our  resources  to  focus 
on  our  clients'  business. 


A  SHARPER  FOCUS 


BARCLAYS 
CAPITAL 


FRANKFURT      HONGKONG      JOHANNESBURG      LONDON      MADRID      NEW  YORK      PARIS      SINGAPORE  TOKYO 

And  in    15  other  cities  across  the  world  Barclays  Bank  PLC  .s  regulated  b/ sfa 


They  may  be  right  under  your  nose.  Especially 
if  you  treat  every  incoming  customer  call  as  a 
potential  sale. 

You  see,  IBM  call  center  solutions  can  help  your 
reps  get  fast  access  to  more  customer  information, 
such  as  internal  purchase  histories  or  reports  from 
outside  credit  bureaus,  regardless  of  where  it  resides. 
So  your  customers  get  the  answers  they  need  quicldy. 
Plus,  your  reps  see  a  customer's  complete  profile, 
which  can  help  them  to  cross-sell  other  products 
and  services. 


sales  opportunities 
for  your  company?' 


And  w  ith  IBM's  computer  telephony  capabilities, 
such  as  skills-based-routing,  incoming  calls  are 
automatically  identified  and  directed  to  reps  that 
are  best  equipped  to  handle  the  calls. 

If  you'd  like  to  hear  more  about  how  IBM's  full 
range  of  customer  service  solutions  can  help  your 
business,  call  us  at  1  800  IBM-7777.  ext.  DA  137,  or 
contact  us  atw  ww.networking.ibm.com/caIlpath 
We're  sure  the  possibility  of  increased  sales  will 
wag  your  tail. 

Solutions  for  a  small  planet "    E  ZTLTZ 


STRATEGIES  FOR  STOCKS 


GLOBAL  FORECASTERS 


Bearish?  Not  Our  Pros 

A  BUSINESS  WEEK  panel  prefers  overseas  markets  to  the  U.S 


After  a  monetary  crisis  in  Thailand 
threatened  to  melt  down  world 
markets,  baffled  investors  got  a 
crash  course  in  risk.  That's  why  busi- 
ness WEEK  decided  to  take  its  annual 
Fearless  Forecast  survey  global.  We 
asked  experts  at  banks,  brokerages, 
and  mutual  funds  to  tell  us  how  mar- 
kets will  peiform  in  1998 — and  to  name 
their  favorite  stocks. 

A  i^anel  of  15  pros  agi'eed  that  the 
volatility  in  emerging  markets  is  likely 
to  change  the  way  U.  S.  investors  view 
the  world.  Says  Wilbur  L.  Ross  Jr.  of 
Rothschild  Inc.:  "Institutions  will  be- 
come more  risk-avei'se,  reversing  their 
recent  mad  rush  into  obscure  foreigii 
markets."  According  to  our  pros,  this 
bodes  well  for  U.  S.  equities.  On  aver- 
age, om"  panel  jjredicts  that  the  Dow 
Jones  industrial  average  will  hit  8567 
bv  the  end  of  1998,  up  a  modest  8% 
from  its  Dec.  15  level  of  7922. 
TEAMING  UP.  Most  pros  are  bullish  on 
Europe.  Heniik  Strabo,  American  Cen- 
tury's vice-president  for  international 
equity  investments,  believes  the  ad- 
vent of  a  common  currency  will  bring 


more  consohda- 
tion  in  financial 
services.  Sandy 
Naii"n,  dii'ector  of 
global  equities  at 
Templeton  Invest- 
ment Management 
Inc.,  likes  British 
manufactur- 
ers. Many 
such  outfits 
earn  a  big 
slice  of  prof- 
its ft'om  ex- 
ports, so  they  are  out 
of  favor  because  of  the  strong 
pound.  "Many  are  trading  at  around 
10  times  1997  earnings  with  growth 
rates  in  the  low  double  digits,"  says 
Nau-n,  who  sees  these  comi^anies  doing- 
even  better  if  sterling  weakens. 

But  serious  bargain  hunters  are  like- 
ly to  be  found  scouring  the  battered 
bourses  of  Asia.  Even  though  econom- 
ic growth  in  the  region  is  predicted  to 
slow,  many  experts  think  Asia  is  a  val- 
ue investor's  dream.  For  example, 
David  R.  Mannheim  of  mfs  World  Eq- 


uity Fund  is  finding  companies  wi 
little  to  no  debt  that  trade  at  a  fracti 
of  their  pi'e-crisis  price-earnings  rat 
One  is  New  Straits  Times,  a  newspaj 
group  in  Malaysia  that  is  "oversold, 

Some  L{j 
don  forecaj 
ers  see  Jap] 
coming  out 
its  eight-yi 
bear  mark 
Gilbert 
Botton,  he, 
I  if  (_;am  Glo! 
Asset  Mana^ 
ment,  Mich 
Hughes  of  Bs 
clays   Bzw,  ai 
Rustom  Jehan^ 
of  Malabar  Cai 
tal  all  believe  t 
Nikkei  stock  a| 
erage  will  climb  above  21,000,  \ ; 
15,909  on  Dee.  15.  Barton  Bigj  [ 
chairman  of  Morgan  Stanley  Ass 
Management  and  a  leading  Wall  Stre  ! 
bear,  thinks  Tokyo  and  Hong  Koi : 
"could  have  substantial  rallies  in  19!: 
They  have  fallen  so  much  that  most 
the  bad  news  must  have  been  di 
counted."  If  investors  are  fleeing  ove 
seas  markets  now,  will  they  turn  out 
be  disappointed?  Time  in  this  time  ne 
year  when  we  find  out  how  our  glob 
forecasters  have  fared. 

By  Kerry  Capell  in  New  Ym 
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NAME/FIRM 

TORONTO 
300  COMP 
INDEX 

MEXICO'S 
BOLSA 
INDEX 

BRAZIL'S 
BOVESPA 
INDEX 

LONDON'S 
FTSE  100 
INDEX 

FRANKFURT 
DAX 
INDEX 

JAPAN'S 
NIKKEI 
INDEX 

HONG  KONG 
HANG  SENG 
INDEX 

FAVORITE 
STOCK 

CURRENT  LEVEL* 

6585 

5008 

9550 

5121 

4029 

15909 

10435 

JONATHAN  L.  AUERBACH  Auerbach  Grayson  &  Co. 

7700 

6200 

11100 

6300 

3200 

21500 

12300 

Gazprom 

BARTON  BIGGS  Morgan  Stanley,  Dean  Witter 

6000 

4500 

11000 

4500 

3500 

18000 

14000 

Morg.  Stan.  Asia  Pac.  Fun 

JAMES  CLUNIE  Murray  Johnstone  Intl. 

7000 

5500 

9800 

5300 

4200 

17500 

12500 

Cheung  Kong 

SHEILA  H.  COCO  Fiduciary  Trust  Co.  Intl. 

7500 

5900 

12000 

5400 

2600 

18200 

12500 

Henkel 

GILBERT  BE  BOTTON  Global  Asset  Management 

7700 

6500 

13000 

6100 

5000 

20000 

11000 

Intel 

LEILA  HECKMAN  Salomon  Smith  Barney 

8010 

6610 

12773 

5414 

4890 

18600 

14580 

Petrobras 

MICHAEL  HUGHES  Barclays  BZW 

7200 

5000 

11000 

6000 

3850 

22000 

10500 

Glaxo  Wellcome 

RUSTOM  JEHANGIR  Malabar  Capital 

7000 

6000 

11500 

5800 

3800 

21000 

13000 

Lloyds  Bank 

SARAH  KETTERER  Hotchkis  &  Wiley 

7500 

4000 

7700 

5000 

3000 

17000 

14000 

New  World  Developmen 

DAVID  R.  MANNHEIM  MFS 

6800 

5500 

12400 

5300 

4450 

18200 

12000 

New  Straits  Times 

RICHARD  PELL  L'ank  Julius  Baer 

7500 

6700 

13000 

5950 

4800 

16000 

9700 

Euro.  Warrant  Fund 

WILBUR  L  ROSS  .<R.  Rothschild 

6250 

5500 

10000 

5000 

4000 

15000 

10000 

News  Communications 

C.D.TURNER  IDEA 

7200 

5400 

10000 

4200 

3400 

17250 

7750 

Spire  Corp. 

EDWARD  YARDENi  Deutsche  Morgan  Grentell 

5600 

4500 

7000 

4000 

3500 

13000 

8000 

Travelers  Group 

CONSENSUS 

7068 

5557 

10876 

5304 

4142 

18089 

11559 

*  As  of  Dec.  15 
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Advanced     Data    Solutions     For    Corporate  Challenges 


When  your  business 
is  on  the  hne, 
is  your  Internet  access 
left  to  chance  ? 


With  Sprint's  Internet  Performance  Guarantees,  getting  on 
the  Net  isn't  a  game  of  chance  liecause  we  know  tlie 
power  of  the  Internet  is  out  of  reacli  if  you  can't  get  con- 
nected That's  wliy  we  guarantee  your  service.  So  you  can 
cniiance  your  productivity,  broaden  )()ur  market,  track 
inventory  and  connect  with  supiihers  —  even  customers, 
worldwide— without  playing  musical  chairs.  Guaranteed.  As  a 
leading  provider  of  Internet  serv  ices,  let  us  show  you  how  real 
performance,  rcliabilitv,  and  unsurpassed  speed  can  impact 
your  business,  www.sprint.com/sprintbiz  !•  800*  669*  4700 


Sprint 


We  help  your  business  do  more  business  ' 


ipnnt  Communications  Company  L,P      Sprint  guarantees  its  Internet  and  intranet  customers  99%  busy-free  di.ii  .i^oess  and  99  5%  dedicated  access  and  baclv.one  availability  If  levels  are  not  met,  SpnnI  will  credit 

customers  a  percentage  of  their  monthly  port  fee  Con'  >  ■  ,"->ur  Spnnt  represenlalive  for  details 


SPECIAL         ADVERTISING  FEATURE 


INTELLIGENCE  BRIEFINGS 

a     s  p]^e  c  i  a  I    a  d  ,v  e  r  t  i  s  i  n  g     series     sponsored     b  y  C  O  N  S  E  C  O 


The  following  is  an  excerpt  from  an  article  scheduled  to 
appear  in  January  on  S&P  Personal  Wealth,  the  interactive 
investment  advisory  service  for  the  individual  investor: 

'TIS  THE  SEASONALITY 

As  certain  as  the  seasons  change,  so  does  stock  market 
sentiment.  Researchers  have  discovered  certain  historical 
patterns  in  the  stock  market  that  tend  to  manifest 


loses  its  effectiveness.  In  this  case,  if  enough 
investors  buy  in  December  in  anticipation  of  a  rise  in 
January,  the  price  declines  in  December  will  be  more 
limited.  This  means  the  stocks  will  not  be  as  cheap  and 
some  of  the  buying  that  fuels  January's  advances  may 
move  into  December. 

The  Market's  Best  Season.  The  strength  of  the  stock 
market  in  December  and  January  makes  this  the  market's 
best  season.  Since  January  1,  1928,  the  S&P  500  has 


highlights     from     S&P     Personal  Wealth 


themselves  at  various  times  throughout  the  year. 
Although  these  trends  have  been  identified,  not  all  of 
them  can  be  fully  explained. 

The  January  Effect.  Probably  the  best  known  of  all 
the  seasonal  effects  is  the  "January  effect."  This  refers 
to  the  tendency  of  all  stocks,  but  especially  small  capital- 
ization issues,  to  perform  well  during  the  first  few 
weeks  of  the  year.  The  theory  as  to  why  this  happens  is 
that  in  December,  investors  will  sell  shares  that  have 
fallen  below  their  initial  acquisition  price  in  order  to 
recognize  a  loss  for  tax  purposes.  This  selling  puts 
downward  pressure  on  stock  prices,  making  them  more 
attractive  investments.  Investors  subsequently  move  in 
to  buy  these  cheaper  stocks,  providing  the  market  a  lift  in 
January. 

Some  question  how  long  the  pattern  can  continue, 
given  the  widespread  awareness  of  its  effect.  Once 
enough  investors  discover  a  successful  strategy,  it  often 


risen  an  average  of  better  than  3.1%  for  the  period  of 
December  and  January.  The  summer  represents  the  next 
best  time,  with  the  June-July  period  just  edging  out 
the  July-August  period  by  a  margin  of  2.91%  to  2.9%. 

What's  In  A  Name  Anyway?  The  weakest  time  of  the 
year  is,  ironically,  the  fall  (what's  in  a  name,  anyway?). 
The  September-October  period  has  posted  an  average 
decline  of  1%  since  January  1,  1928.  September  takes 
the  dubious  honor  of  being  the  worst  performing 
month,  with  an  average  decline  of  1.1%.  While  October 
has  managed  to  squeeze  out  an  average  gain  of  0.1%,  it 
nonetheless  tends  to  be  the  month  in  which  the  market 
often  experiences  its  most  violent  one-day  swings. 

Look  for  Intelligence  Briefings  in  Business  Week 
next  month.  Additional  market  insight  will  be  avail- 
able on  S&P  Personal  Wealth  in  January  at 
www.personalwealth.com. 


S&P 

PERSONAL  WEALTH 


low  DO  m  REDEFINE  AN  INDUSTRY, 
E  PERFQlMANCE  A  RELIGION,  AND 
lEVE  UNPRECEDENTED  SUCCESS 
OUGH  f^fRAblTIONAL  MEANS? 


EDEFINE  AN  INDUSTRY,  MAKE 
iFORMANCE  A  RELIGION,  AND 
1IEVE  UNPRECEDENTED  SUCCESS 
(OUGH  NONTRADITIONAL  MEANS. 

ince  industry  is  changing.  Many  of  our  ideas  that  sounded  pretty  radical  in  the  early  "SOs  have  now 


CONSECO 


ited  by  others  in  the  business.  Revolutionary  ideas,  like  creating  consumer-driven  products  that  also 
:he  agent,  have  made  us  an  industry  leader.  Growth  has  become  as  important  as  protection.  Being 
•\e  in  this  new  environment  reguires  an  innovative  approach.  By  leading  this  revolution,  we  have  achieved 
!nted  Wall  Street  success.  And  we  continue  to  lead  with  the  full  range  of  financial  products  Americans 
t-annuities,  health  and  life  insurance,  and  mutual  funds,  performance  is  what  matters 


icom  ©1997,  Co'nseco,  Inc. 


STRATEGIES  FOR  STOCKS 


OPTIONS 


Weighing  Your  Options 
In  Options 

In  the  face  of  violent  market  swings,  a  rush  to  hmit  risk 


Options  and  futures  exchanges  are 
bombarding  retail  investors  with 
a  host  of  new  contracts  on  stock 
market  indexes.  Investors  can 
use  them  to  hedge  against  the  recent 
stomach-chiuTiing  volatility  of  the  mai'ket 
or  to  speculate  on  its  dii-ection.  Tlie  new 
anivals  include  options  and  futiu'es  on 
the  Dow  Jones  industrial  average,  on 
the  E-mini,  which  is  based  on  the  Stan- 
dai'd  &  Poor's  500-stock  index,  and  even 
options  on  the  Lipper  Analytical/Salomon 
Brothers  Mutual  Fund  Indexes.  "More 
and  more  investors  want  to  manage 
their  portfolio  risk 
themselves,"  says  Leo 
Melamed,  Cliicago  Mer- 
cantile Exchange  chau-- 
man  emeritus. 

Option  volume  on 
the  U.  S.  stock  options 
exchanges  is  increas- 
ing. The  total  number 
of  contracts  rose  from  199  million  in 
1991  to  295  million  in  1996,  and  vol- 
ume is  expected  to  increase  this  year 
by  almost  20%.  The  volume  of  financial 
futiu'es  and  ojjtions  on  futiu'es  contracts 
has  also  risen  fi"om  203  million  in  1991 
to  325  million  in  1996  and  has  already 
suipassed  350  million  so  far  this  year. 
"Option  usage  increases  with  market 
volatility,"  says  Terry  Haggerty,  who 
teaches  a  course  at  the  Chicago  Board 
Options  Exchange  for  brokers  and 
investors. 

THE  COLLAR.  The  option  buyer  pays  a 
premium  and  receives  the  right,  but 
not  the  obligation,  to  buy  (a  call  op- 
tion) or  sell  (a  put  option)  a  stock  or  a 
stock  index  at  a  specific  time  for  a  pre- 
detejinined  price.  Contracts  usually  run 
up  to  eight  months  but  can  stretch  up 
to  three  years;  these  are  called  long- 
term  equity  anticipation  securities,  or 
LEAPS.  Options  can  be  expensive,  de- 
pending on  the  volatility  of  the  under- 
lying securities.  The  biggei'  the  swings, 
the  gi-eater  the  risk  in  owning  the  un- 
derlying stocks,  and  thus  the  pricier 
the  option  on  those  securities. 

Suppose  an  investor  with  a  $160,000 
portfolio  of  blue-chip  stocks  is  worried 


RETAIL  DEMAND 


"More  and  more  investors 
want  to  manage  their 
portfolio  risk  themselves," 
says  one  futures  veteran 


the  Dow  may  plunge — as  much  as  1,000 
points — by  March.  Buying  put  options 
on  the  Dow  is  a  way  to  protect  that  in- 
vestment. A  put  on  the  Dow  expiiing  in 
Mai-ch  and  exercisable  at  a  Dow  level  of 
8000  on  Dec.  10  costs  $300,  plus  com- 
inissions.  Each  option  represents  $8,000 
worth  of  stock-index  value,  so  an  in- 
vestor who  wants  to  fully  protect  the 
portfolio  must  buy  20  puts  at  a  cost  of 
$6,000,  plus  commissions.  If  the  Dow 
indeed  falls  1,000  points  to  7000  by 
March,  each  put  is  worth  $1,000  for  a 
total  value  of  $20,000.  The  1,000-point, 
or  12.5%,  drop  in  the 
market  results  in  a 
$20,000  loss  m  the  port- 
foho,  assuming  it  mim- 
ics the  Dow  precisely. 
The  increased  value  of 
the  puts  entirely  offsets 
the  loss  in  the  portfolio. 
But  like  an  insurance 
policy,  the  investor  pays  the  fixed  cost 
of  the  $6,000  premium.  If  the  Dow 
doesn't  fall  below  8000,  then  the  puts 
expire  worthless  and  the  investor  is 
out  the  cost  of  the  puts. 

To  offset  the  purchase  price  of  the 
puts,  the  investor  can  employ  a  strate- 
gy that  is  becoming  more  and  more 
popular — selling  call  options  on  the  in- 


dex at  the  same 
time  as  buying 
puts.     This  is 
known  as  a  collar 
The  premium  for  a 
call  on  the  Dow 
that     expires  in 
March  with  a  strike 
price  of  8000  is  $500. 
minus  commissions  if 
the  investor  is  selling 
the  call.  The  net  in- 
come fi"om  the  collar  is 
the  difference  be- 
tween sell- 
ing the  call 
and  buying 
the  put.  So 
the  investor 
would  pocket 
$200  for  each 
collar,  or 
a    total  of 
$4,000,  less 
commissions. 
Sounds  gi'eat. 
Full  protection 
plus    a  nice 
profit.  Even  if 
the  market 
stays   flat  at 
8000,  the  put 


HOW  A  PUT  SPREAD  WORKS 


►  Buy  10  puts  on  the  Dow  that  expire  m  March  exercisable  at 
8000  for  a  cost  of  $3,000,  plus  commissions  ($300  per  put 
times  10). 

►  Sell  the  10  puts  on  the  Dow  exercisable  at  7600  for  $2,000 
($200  for  each  put  times  10).  The  cost  to  the  investor  comes  down 
from  $3,000  to  $1,000,  plus  commissions. 


►  Suppose  the  market  tanks  to  7,000  by 
$1,000  and  $10,000  for  the  total. 


larch.  Each  put  is  worth 


►  At  the  same  time,  the  7600  puts  are  worth  $6,000  and  the  investor 
must  pay  the  put  buyer  that  money.  So  the  investor  ends  up  with  $4,000. 
It  cost  him  $1,000,  so  he  nets  $3,000. 


►  If  the  market  were  to  fall  to  6000,  all  this  investor  can  make  is  still 
the  same  $3,000,  because  for  every  dollar  he  makes  on  the  put  he  bought, 
he  loses  on  the  put  he  sold. 
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and  call  will  expire  worth- 
less— but  the  investor  still 
makes  $4,000.  The  big 
drawback  is  that  if  the  in- 
vestor is  a  woriywail  and 
the   market   soars,  he 
gives  up  some  big  gains. 


each  put  is  worth  $2,200  (a  22-point  de- 
chne  in  the  index  times  $100).  The  in- 
come ffom  the  puts,  $19,800,  helps  offset 
the  roughly  $20,000  loss  in  the  mutual 
fimd.  Subtract  the  cost  of  the  instance 
policy,  $7,200,  and  the  investor  makes 
$12,600  on  his  nine  puts.  So  he  is  down 
$7,400,  not  $20,000. 
LEVERAGE.  Bullish  investors  can 
buy  calls  on  indexes  to  limit  their 
investment.  The  investor  buys  20 
calls  on  the  Dow  that  expire  in 
March  exercisable  at  8000.  That 
represents  $160,000  worth  of  stock. 
The  premium  is  $500  each,  plus 
commissions,  for  a  total 
$10,000.  To  profit,  the  in- 
dex must  rise  above 
8500.  If  the  Dow  reaches 
8800  at  expii-ation,  the  20 
calls  would  be  worth 
$16,000.  The  investor 
would      make  $6,000 


SOME  OPTION  PLAYS 

FOR  THE  BEAR 

FOR  THE  BUU 

►  Buy  a  put 

►  Buy  a  call 

►  Buy  a  put  and 

sell  another  put  at 
a  lower  strike  price 
(put  spread) 

►  Buy  a  call  and 
sell  another  call  at 
a  higher  strike 
price  (call  spread) 

►  Buy  a  put  and  sell 
a  call  (collar) 

►  Sell  a  put 
spread 

itual-fund  investors  can  also  use 
ew  Lipper/Salomon  indexes  to  in- 
theii-  fimd  returns  against  big  mai*- 
ips.  The  gi'owth  index,  composed  of 
the  lai'gest  mutual  funds  with  sim- 
investment  objectives,  recently 
d  at  186.35.  One  option  contract 
sents  $18,635  of  mutual-fimd  value, 
an  investor  has  $160,000  in  a 
th  fimd.  To  protect  against  swings 
8  funds'  returns,  the  investor  can 
line  puts  with  a  stiike  price  of  185, 
ing  in  March.  Each  put  costs  $800, 
total  cost  of  $7,200  plus  eommis- 
.  If  the  index  falls  to  163  by  then. 
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($16,000  minus  $10,000)  on 
an    investment    of  only 
$10,000.  Of  com-se,  he  would 
lose  it  all  if  the  market  clos- 
es at  8000  or  below.  "Index 
options  are  a  good  way  to 
participate  in  the  overall 
market,"  says  Stewart  Win- 
ner, director  of  Prudential 
Securities'   retail  options 
sales  and  trading. 

A  variation  on  simply 
buying  calls  is  to  create  what 

  is  known  as  a  call  spread. 

The  investor  buys  a  call  at 
one  strike  price,  then,  to  help  offset 
the  cost,  sells  a  call  at  a  higher  strike 
price.    The  investor  who  bought  20 
calls  at  the  8000  strike  expiring  in 
March  for  $10,000  would,  at  the  same 
time,  sell  20  calls  at 
the  8200  strike  expir- 
ing in  the  same  month 
for  $7,750,  minus  com- 
missions. His  cost  falls 
from  $10,000  to  $2,250. 

But  if  the  market 
soars,  the  investor  has 
capped  his  upside  po- 
tential. Suppose  the 


Dow  jumps  to  8800;  then,  the  8000  calls 
are  still  worth  $16,000.  But  the  8200 
calls  are  worth  $12,000  and  the  investor 
must  pay  the  call  buyer  that  money. 
So  he  ends  up  with  $4,000  rather  than 
$6,000,  on  a  $2,250  investment.  If  the 
market  were  to  rocket  to  9500,  all  the 
investor  can  make  is  that  same  $4,000. 

Wliile  the  total  risk  of  buying  op- 
tions is  limited  to  the  cost  of  the  pre- 
mium, a  futures  player  can  lose  much 
more  than  the  original  investment.  Fu- 
tures are  contracts  to  buy  or  sell  a 
specific  amount  of  a  commodity,  such  as 
oil  or  a  stock  index,  at  a  future  date  at 
a  price  specified  today.  Futures  afford 
investors  a  lot  of  leverage.  The  margin 
requirement  is  usually  about  5%  of  the 
value  of  the  contract.  The  downside 
potential  can  be  nearly  unlimited  if  the 
market  moves  in  the  opposite  direc- 
tion. Then,  the  speculator  will  keep 
getting  margin  calls.  If  he  fails  to  meet 
them,  his  position 
vrill  be  liquidated. 
Obviously,  specu- 
lating in  futures 
is  risky  and  not 
for  the  average 
investor. 

Far  better,  fu- 
tures, like  op- 
tions, can  be  used 
as  a  hedge 
against  a  market 
drop.  To  hedge 
$160,000  worth  of 
blue  chips,  the  in- 
vestor could  sell 


A  NEW  CUSHION 


Mutual-fund  investors  can 
also  use  the  new 
Lipper/Salomon  indexes 
to  insure  their  returns 
against  big  market  dips 


two  futures  contracts  worth  $160,000. 
If  the  Dow  falls  from  8000  to  7000,  the 
investor  can  buy  them  back  for 
$140,000.  That's  a' $20,000  profit,  less 
commissions,  for  the  two  conti'acts.  The 
$20,000  loss  in  the  stock  portfolio  would 
be  entirely  offset  by  the  $20,000  gain  in 
the  value  of  the  futures. 

The  E-mini  s&p  50o  futures  contract 
is  more  useful  for  investors  with  broad- 
er portfolios  that  include  more  than 
blue  chips.  It  is  priced  at  $50  times 
the  s&p  500  index,  or  about  $48,170  at 
cmrent  levels.  To  hedge  a  big  chunk  of 
the  $160,000  portfolio,  the  investor 
would  sell  three  contracts  with  a  value 
of  $145,000. 

It  has  become  easier  and  easier  for 
savvy  investors  to  protect  long-term 
gains  without  having  to  sell  stocks,  or  to 
play  the  market  with 
only  a  small  investment. 
If  the  market  continues 
its  violent  swings,  in- 
vestors may  rest  as- 
sured the  exchanges 
will  keep  introducing 
more  options. 

By  Toddi  Gutner  in 
New  York 


STRATEGIES  FOR  STOCKS 


SHORTS 


How  to  Soar  with  Falling  Stocks 

Short-sellers  see  trouble  ahead  for  gambling  stocks  and  some  big  names  in  software 


"M  Towadays,  short-selling  can  seem 
mighty  tempting.  Whether  it  is 

m  the  Oct.  28  sell-off,  the  Dec.  12 
J.  ^  stampede  from  tech  stocks,  or 
the  frequent  declines  among  microcap 
stocks,  shorts  make  money  when  other 
market  players  can  do  little  else  than 
suffer.  But  short-selling  in  a  generally 
up  market  can  be  rough,  even  with 
the  recent  market  spasms.  One  widely 
followed  model  portfolio  of  short  posi- 
tions, published  monthly  by  the  Over- 
priced Stock  Service  newsletter, 
climbed  7.5%  in  just  one  month's  time 
because  of  the 
late-October  tur- 
bulence. But  lor 
the  year  it  was 
up  just  6.4% 
through  late  No- 
vember, far  be- 
low the  21,7% 
gain  in  the  Dow 
Jones  industria 
average. 

The  bull  market 
isn't  the  only  thing 
that  makes  shoil- 
selling  perilous. 
Since  shorts  bor- 
row stock  they  '  •  ■ 
don't  own  wdth  the 
hope  of  buying  it  back  at  a 
lower  price,  their  potential 
losses  are  unlimited.  If  the 
mai'ket  goes  against  them,  they 
can  be  subject  to  the  dread 
"buy-in,"  where  the  broker  buys  back 
the  stock  they've  shorted.  Still,  a  few 
well-chosen  shorts  can  put  spice  in  a 
portfoho — ^just  as  long  as  you  don't  bet 
the  ranch. 

AGGRESSIVE  ACCOUNTING.  Some  shorts 
select  companies  on  the  basis  of  broad 
industry  or  economic  themes.  For  e.x- 
ample,  Clifford  W.  Heniy,  who  mns  the 
Wortliington  Growth  hedge  fund,  is  tak- 
ing a  hard  look  at  selected  softwai'e 
companies,  including 
Oracle,  the  German 
software  giant  sap,  and 
J.  D.  Edwards  &  Co. 
He  notes  that  some  of 
their  software  applica- 
tions are  more  adapt- 
able to  resolving  Year 
2000  issues  than  main- 


frame packages,  which  has  helped  sus- 
tain their  share  prices.  However,  he 
believes  that  the  increase  in  sales  real- 
ized by  these  companies  will  subside 
as  2000  approaches.  "It's  a  bit  like  re- 
tailers buying  in  advance  of  Christ- 


RISKY  BET 


Short-selling  in  a  bull 
market  can  be  rough.  One 
popular  portfolio  rose 
just  6.4%  for  11  months- 
vs.  the  Dow's  21.7%  gain 


mas,"  says  Henry.  Thus,  he  feels,  they 
are  possible  shorts  in  the  months 
ahead. 

Another  short-selection  technique  is 
to  doggedly  analyze  financial  statements 
with  an  eye  toward  companies  that 
may  be  using  aggressive  accounting. 
One  company  that  has  begun  to  draw 
the  attention  of  shoits  for  this  reason  is 
Comj^uter  Learning  Centers  Inc.,  which 
operates  14  instiuction  centers  across 
the  country.  The  stock 
has  climbed  threefold 
so  far  this  year,  giving 
the  company  a  nearly 
$500  million  market 
capitalization.  Longs 
believe  the  company's 
prospects  are  strong. 
But  shorts  are  taking  a 


hard  look  at  the  company's  method 
accounting  for  revenues.  Not  all  sh 
ai'e  convinceil  on  that  point.  One  pn 
nent  short,  Manuel  Asensio,  isn't  q 
sure  that  the  company's  accountin 
faulty.  But  he  still  feels  the  st 
is  worth  shorting  an;>Avay,  on  the  b 
of  its  valuation.  Computer  Leami 
Chief  Finan 
Officer  Cha; 
Cosgrove 
the  company's 
counting  is  ab 
reproach. 

Shorts  also  I 
an  eye  peeled 
potentially  trou 
some  legal  dispi 
Asen.sio,  who  r 
the  Asensio  & 
investment  bouti 
in  New  York, 
lieves  that  Avi 
Corp.  is  likely  to 
fer  from  its  cont 
ing  legal  dispute  i 
Cadence  Design  S 
tems    Inc.  Cade 
claims  that  Avant!  ^ 
poitions  of  its  datab 
which  Avant!  has 
nied.   The  compai 
shares    already  h 
been  creamed  as  a  result  of  the 
pute — they're  down  47%  this  year, 
in  Asensio's  view,  the  decline  does 
present  a  buying  oppoitimity  but  raj 
a  continued  short-selling  opportuij 
He  feels  Avant!  shares  are  likely  toi 
cline  fiuther,  even  in  the  absence  of  j 
news  on  the  legal  front.  The  stoc 
now  at  about  16,  and  "the  best 
scenario  is  it  declines  to  10.  The  w 
case  is  zero,"  says  Asensio.  (An  Avi 
spokesman,  Matthew  Lifschultz,  ei 
that  forecast  "laughable"  and  sai 
thought  Asensio  was  attempting  to 
ate  a  "self-fulfilling  prophecy") 

Biomedical  companies  are  also  . 
quent  short  targets.  They  ai'e  often 
object  of  excess  investor  enthusij 
and  can  be  difficult  to  understan 
which  can  give  an  edge  to  the  inte 
research  methods  employed  by  m 
shorts.  One  short,  noted  for  his  sa 
short-selling  of  biomed  outfits,  has  ta 
a  short  position  in  a  Berkeley  (Ci 
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^  nck  bommarito 

ified  Financial  Planner 


Could  there 
be  a  new  IRA 
in  your  future? 

Perhaps  you've  heard 
about  the  new  Roth  IRA. 
It  sounds  interesting, 
but  you  wonder-what's 
in  it  for  you? 

An  American  Express 
financial  advisor  can 
show  you  how  the  Roth 
IRA  expands  eligibility 
to  almost  everyone. 
It  also  offers  tax-free 
withdrawals  and  the 
ability  to  save  for 
financial  goals  other 
than  retirement-like 
education  and  the 
purchase  of  a  first  home. 
Get  the  expertise  and 
insight  you  need  to 
make  smarter  decisions. 
So  you  can  take  control 
of  your  future. 

Call  I  800  GET-ADVICE 
and  own  your  world. 

www.americanexpress.com/advisors 
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STRATEGIES  FOR  STOCKS 


SHORTS 


company  called  BioTime  Inc.,  which  is 
developing  a  synthetic  blood  substitute. 
The  product  is  billed  as  supeiior  to  oth- 
ers on  the  market — but  is  far  pricier. 
This  short-seller  is  wagering  that  it 
won't  fly  and  believes  that  shares  of 
BioTime  are  heatling  toward  7  or  less, 
vs.  a  cuiTent  share  price  of  19. 
roOD  FADS.  Short-sellers  often  target 
companies  with  gimmicky  products  or 
ones  that  seem  to  pander  to  the  latest 
fad  in  nutrition. 
Food  Technology 
Service  Inc.,  for  ex- 
ample, has  been  one 
of  the  standout  per- 
formers to  date,  be- 
ginning the  year,  at 
less  than  $1  a  share 
and  climbing  nearly 
sevenfold  this  year, 
to  6'/...  The  company 
operates  a  food-irra- 
diation facility  and  is 
marketing  its  process 
to  food  growers  and 
producers.  That's  a 
hot  way  of  dealing 
with  food-borne  bac- 
teria— but  short-sell- 


a  painless  needle  that  has  begun  to 
interest  investors.  The  stock  has 
climbed  more  than  250%  in  the  year  to 
date.  But  one  short  maintains  that 
"the  only  pain  will  be  felt  by  in- 
vestors" and  is  wagering  that  the  en- 
thusiasm for  the  stock  is  likely  to 
wane — and  fast. 

Short-sellers  are  often  among  the 
fii'st  to  thi'ow  cold  watei-  on  high-flying 
companies.  That  can  be  perilous,  be- 


ers are  wagermg 
that  the  stock  is 
a  bubble  that  is 
about  to  burst.  They 
believe  that  compe- 
tition in  the  field 
of  food  irradiation 
will  bury  Food 
Technology. 

Gambling  stocks 
have  also  attracted 
flocks  of  investors — 
and  short-seUei-s.  One 
short,  a  specialist  in 
mici'ocap  issues,  has 
lately  begun  to  wa- 
ger against  Multime- 
dia Games  Inc.,  a 
Tulsa  company  that 
runs  satellite-linked 
bingo  games,  many  in 
conjunction  with  Na- 
tive American  tribes. 
The  company  was 
trading  at  just  5'/i,  at  yearend  191)6, 
but  since  has  climbed  almost  threefold 
to  a  recent  price  of  H''/:-.  This  short 
believes  that  Multimedia's  price  is  way 
ovei'blown  and  will  soon  cascade  back 
down  to  the  single  digits. 

The  prospect  for  painless  dentistry 
drives  a  company  that  also  has  begun 
to  draw  attention  from  short-sellers. 
Milestone  Scientific  Inc.  makes  prod- 
ucts for  use  by  dentists — including 


STOCKS  THAT  SHORTS  SEE  HEADING  DOWN  1 

COMPANY 

STOCK 
PRICE* 

YEAR-TO-DATE 
CHANGE 

AVANT!  CORP. 

Shorts  are  wagering  that  legal  problems  will  soon 
submerge  this  company. 

m 

-47% 

BIOTIME 

Makes  artificial  blood.  Shorts  feel  a  cheaper  product 
poses  a  competitive  challenge. 

m 

113 

CAPITOL  BANCORP 

A  standout  performer  among  regional  banks — but  far 
too  pricey,  says  one  skeptic. 

121 

COMPUTER  LEARNING  CENTERS 

A  huge  gainer  this  year,  shorts  feel  it  is  overvalued  and 
uses  aggressive  accounting. 

57V$ 

201 

FIRST  AMERICAN  CORP. 

A  Tennessee  bank  with  a  lot  going  for  it.  But  shorts 
feel  It  overpaid  for  an  acquisition. 

49'/ 

71 

FOOD  TECHNOLOGY  SERVICE 

Food  irradiation  has  put  this  company  in  the  driver's 
seat,  pushing  the  stock  high.  Too  high,  say  skeptics. 

593 

GUMTECH  INTERNATIONAL 

Shorts  question  the  profit  potential  of  this  small 
chewing-gum  company. 

36 

MILESTONE  SCIENTIFIC 

Manufactures  disposable  dental  equipment.  Shorts  are 
wagering  its  high-flying  stock  will  soon  tumble. 

m 

258 

MULTIMEDIA  GAMES 

Bingo  IS  choice  for  this  company,  which  shorts  are 
wagering  will  fall  back  into  the  single  digits. 

14% 

182 

OBJECTIVE  COMMUNICATIONS 

This  recent  IPO  has  soared  since  it  went  public.  Shorts 
feel  the  company's  prospects  don't  justify  the  price. 

15=/ 

180** 

'As  of  Dec,  15                        DATA:  BW,  BLOOMBERG  FINANCIAL  MARKETS 

**SincelPO,  Apr.  3,  1997 

cause  companies  that  are  "three-bag- 
gers" today  can  become  "ten-baggers"  a 
year  from  now.  Still,  shorts  are  tai'get- 
ing  companies  such  as  Cellstar  Corp., 
which  retails  cellular  phones  and 
climbed  more  than  threefold  this  year 
until  a  recent  plunge.  Even  so,  the 
company's  market  capitalization  is  $640 
million — ludicrous,  in  the  view  of  one 
prominent  short-seller  who's  betting 
heavily  against  the  company.  Likewise, 


Objective  Communications  Inc.,  wl 
develops  video  communication  syste 
is  drawing  short-sellers  for  roughly 
same  reason — what  they  see  as  ins 
valuations.  The  company  went  pu 
at  $5.50  pel'  share  on  Apr  3  and  si 
then  has  skyi-ocketed  almost  200% 
a  recent  piice  of  15X. 
SQUEEZED.  Tiny  stocks  like  Objed 
are  volatile — which  can  make  th 
well,  adventurous  for  short-selk 
Sometimes  peo 
who     short  si 
stocks  wind  up 
"short  squeezes," 
which  brokers 
to  push  prices 
ward    and  pun 
shorts    by  fore 
them  to  buy  b; 
their   shares  at 
higher  price.  Yoi 
less    likely  to 
squeezed  if  you  sh 
larger  issues — thoi|| 
the  profit  potentiaB 
less.  One  hedge-fit- 
manager  who  maiji 
goes  long  is  short|t 
two  fairly  large  *• 
respectable  regiojb 
banks,  Nashvill 
based  First  Amei-i 
Corp.   and  Capi 
Bancorporation  L 
based   in  Lansi 
Mich. 

Unlike  ma 
stocks  that  are  t 
geted  by  she 
there's  nothi 
wrong  with  the  t 
banks — except  th 
share  prices,  whi 
in  the  view  of  t 
hedge-fund  manag 
are  simply  too  hi 
First  American 
cently  acquired 
other  bank — at  f 
too  steep  a  price, 
believes.  And  Ca| 
tol,  he  notes,  is  tr; 
ing  at  about 
which  is  23  times  projected  1998  eai 
ings  for  the  company.  The  stock, 
says,  is  really  worth  16  times  19 
earnings,  or  about  21.  But,  he  ad( 
"There  are  no  asset-quality  issut; 
This  is  purely  a  pricing  situatioi 
Gentle  words  for  a  short-seller.  B 
then  again,  "pricing  issues"  are  wh 
put  some  investors  on  yachts — ai 
others  into  the  poorhouse. 

By  Gary  Weiss  in  New  Yo 
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f  your  car  were  one  of  the  half-million  a  year  damaged  because  of  deer, 
would  you  know  a  good  shop  to  hammer  out  the  dings  and  dents?  Your  Allstate 
\gent  could  help  you  find  one.  Plus  Allstate  will  back  the  workmanship  for  as  long 
f     as  you  own  your  car  B*.  '     p-  ^  -^sl  hands  is  the  o.niy  place  to  feef 


You're  in  giood  hands. 


YOUR  FAR-FLUNG  EMPIRE: 

Your  operation  covers  60  countries.  '  . 

10  languages. 

49  currencies.  / 
6  time  zones. 

4967  separate  trade  regulations.  , 

GATHERED  TOGETHER: 

FfeopleSoft  enterprise  software.     ^  • 


I'  r  fiiiiMi'iiiiriiifcMrttiiilMfMiriiiM^iM 


The  key  to  managing  a  global  organization  is  to  make  it  seem  less, 
well,  global.  Our  enterprise  software-from  HR  and  Financials  to 
Supply  Chain  Management  and  Manufacturing-is  flexible,  compre- 
hensive, and  designed  around  your  world.  Not  ours.  To  find  out  what 
we  can  do  for  you,  call  888-773-8277  or  visit  www.peoplesoft.com. 


We  Work  In  Your  World." 
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■  :.e  So 

has 
Hi 

lu'i 
,-  m'i 

blown  pay  package.  Herro  still  is  A 
ging  Cordiant  Communications  Gi  ' 
PLC,  the  former  parent  of  Saatcl  5® 
Saatchi  and  now  the  owner  of  - 
Bates  Worldwide  Inc.  Even  though  -'^  ® 
stock  is  trading  at  a  50%  discount  t  iit™  ' 
peer  group,  he  says,  Cordiant  is  ove  ,i^tifZei 
management  "disharmony"  and  get  ^ocii  m 
lots  of  new  business.  Another  Br 
pick  is  Tomkins  PLC,  a  conglome; 
with  holdings  in  lawn  mowers,  bicy 
handcuffs,  and,  in  the  U.  S.,  gunms 
Smith  &  Wesson.  ii; 

Heri-o  also  is  wading  into  troulfi' 
Asia.  He  likes  Amway  Corp.  Ja]t 
which  has  tanked  because  of  the  t 
Japanese  market.  "It's  a  cash-flow  t 
chine,"  says  Herro.  Another  picll- 
Woongjin  Publishing,  a  Korean  confc:  .'aeiit 
ny  that  publishes  children's  books,  j 
erence  guides,  and  business  books.u  y 
describes  it  as  "a  good  solid  businedH'  w 
an  extremely  beaten-down  mark 
Another  good  company,  which  is  di 
60%  because  of  local  market  tuiTOoil 


The  $100,000  Question: 
What  Stocks  Would  the  Pros  Buy 

Last  year's  top  picker  racked  up  a  73%  gain.  Now,  four  new  contenders  take  a  shot 


What  stocks  wo^dd  you  choose 
if  ijou  had  to  invest  $100,000? 
That's  the  question  BUSINESS 
WEEK  asks  four  top  investors 
every  December.  The  challenge:  Pick 
10  stocks  for  the  coming  year  and  see 
how  you  stack  up  against  your  rivals. 

The  results  for  1997  showed  that 
U.  S.  corporate  favorites  were  great  to 
own.  In  first  place  was  William  H. 
Miller  III,  who  nins  the  Legg  Mason 
Value  Ti'ust  mutual  fund.  His  picks 
were  up  78%,  besting  the  Standard  & 
Poor's  .500-stock  index'  31.1%.  Miller's 
returns  were  fueled  by  home  runs  such 
as  Home  Shopping  Network  Inc.,  up 
S55%  because  of  Barry  Diller's  re- 
va-mping;  America  Online  Inc.,  up 
169%:;  and  Philips  Electronics,  the  big 
Dutch  company,  up  6.5%.  Citicorp,  Fed- 
eral National  Mortgage  Ass7i.,  and  IBM 
were  other  strong  performers.  His  oyily 
loser  was  Circus  Circus  E)iterprises 
Inc.  Miller's  mutual  fund  was  up  357o. 

Another  lesson:  Despite  the  devasta- 
tion in  emerging  markets,  a  nimble 
stockpicker  like  Marianne  Hay  coidd 
avoid  the  damage.  She  was  the  1997 
runner-up,  with  an  increase  of  547c 
from  her  portfolio  of  Brazilian,  Indian, 
Pakistani,  Turkish,  and  Egyptian 
stocks.  Her  biggest  winners  were  big 
Russian  energy  compa- 
nies such  as  Surgiit- 
neffegaz,  up  119%),  and 
Unified  Energy  Systems, 
up  '  1SH%.  But  her 
sniurtest  call  was  avoid- 
ing Asia.  The  Morgan 
Stanley  Emerging  Market 
Fund  she  manages  did 
less  well:  It  was  doum  5%. 

Next  came  William. 
Jurika,  who  runs  a  mini- 
cap  fund  called  Jurika  & 
Voyles  out  of  Oakland, 
Calif.  His  10  stocks  were 
up  21%,  while  his  mutmil 
fund  was  up  '22.5%. 
Jurika's  biggest  winner 
was  Octet  Communica- 
tions Corp.,  up  77%,  and 
Living  Centers  of  Amer- 


ica, which  rose  57%.  He  had  two  losers: 
home  medical-equipm.ent  company 
Apria  Healthcare  Group  Inc.  and  Sys- 
tem Software  Associates  Inc.,  which 
makes  software  for  manufacturers. 

The  bearish  Eric  Ryback,  who  runs 
Li7idner  Growth  Furui,  eked  out  a  6.5% 
gain,  actually  not  bad  given  the  fund's 
orientation.  He  had  five  wiyiners  and 
five  losers,  including  Uranium  Re- 
sources, down  6Jf%.  Rybacks'  mutual 
fund  was  up  7.3%. 

Now,  good  luck  to  the  new — and 
very  you  thfii  I — co  n  ten  ders. 

Wading  Back 
Into  Asia 

At  36,  David  HeiTO  manages  the  $1.4 
billion  Oakmark  International  Fund,  up 
1.7%  this  year,  and  Oakmark  Interna- 
tional Small  Cap  Fund,  down  18.3%. 
Herro  is  best  known  for  getting  Mau- 
rice Saatchi  oust- 
ed from  Saatchi 
&  Saatchi  Ad- 
vertising World- 
wide in  1994  af- 
ter he  protested 
Saatchi's  over- 


5ijlUtiC 

Ltd., 

5  m 

:m 
,:xcK 


He 


Portfdliii  Mil iniiji  r 
Oakmark  International 
COMPANY  PRICE* 

AMWAY  JAPAN**  $9.12 
CORDIANT  COMM.  PLC**  8.94 


DANZAS  HOLDING  _  195.48 
FERN2  2.58 
JCGHLDGS  .43 
MANDARINORIENTAL  INT.**  5.12 
SOLUTION  SIX  HLDGS  .52 
TOMKINS  PLC  _472.70 
UNIBANCO**  26.81 
WOONGJIN  PUBLISHING  18.55 
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[oldings  Ltd.,  a 

■ner-finance  com- 

in  Hong  Kong. 

ers  short-term 

to  lower-income 

a   and   has  a 

ly  loan-loss  rate 

der  2%.  Herro 

5ingapore-based 

irin  Onental  In- 

ional.  Tourism, 

rs,  will  increase 

a  because  of  the 

led  local  cuiTen- 

The  stock  has 

ver  half  its  val- 

nd  Herro  be- 
lt is  underval- 

)r  a  "household 

in  Asia." 

round  out  the 

,  Herro  likes 
a  New  Zealand 

lemical  compa- 

anzas  Manage- 
Ltd.,  a  Swiss 

;r;  Solution  6 

igs    Ltd.,  an 

alian  business- 
ire  company; 
Unibanco,  a 

ian  financial  in- 

3n  that  provides  retail  and  whole- 

anking,  credit,  insiu-ance,  and  as- 

magement  products. 


h  Is 

111  Ticking 


i  brave  soul  who  still  likes  tech- 
'  stocks  despite  the  gi'oup's  dra- 
decline  in  recent  weeks  is  Ckris- 
[.  Baxter.  The  upbeat  28-year-old 
lio  manager  of  the  pbhg  Emerg- 
■owth  Fund,  down  11%,  and  PBHG 
id  Fund,  up  7.8%,  manages  $1.6 
.  Her  favorite  tech  stocks  have 
:1  exposure  to  Asia  and  stand  to 
t  from  helping  U.  S.  corporations 
^e  and  expand  their  technology. 
;ocks  in  her  portfolio  have  an  av- 
gi'owth  rate  of  40%'. 
e  Aris  Corp.,  which  helps  large 
•ations  install  software.  For  ex- 
,  its  programmers  might  cus- 
;  Oracle  and  s.\p  software  for  a 
and  also  provide  teclmical  training 
;  employees.  Another  technology 
ircing  play  is  abr  Information 
es  Inc.,  which  provides  adminis- 
n  and  compliance  with  Cobra 
-cai'e  benefits  for  coiporate  clients, 
forte  is  the  administration  of  lai-ge 
ases,  as  well  as  voice-response 
ns.  .A.BR  is  expanding  into  han- 
flexible  spending  and  401(k)  ac- 
Baxter  predicts  that  per-share 


earnings  will  climb 
from  50e  in  1997  to 
83(Z  in  1999. 

Another  technol- 
ogy play  is  Davox 
Coip.,  which  makes 
the  software  that 
helps  companies 
manage  their  tele- 
phone calls.  Davox 
has  partnered  with 
Lucent  Technolo- 
gies Inc.,  wliich  wiU 
be  reselling  its  caU- 
center  offerings. 
Per-share  earnings, 
Baxter  says,  should 
reach  $1.62  in  1999 
from  $1  in  1997. 
Her  most  contro- 
versial pick  is 
Splash  Technology,  which  recently  re- 
ported disappointing  earnings.  Splash 
produces  and  markets  color  servers 
that  link  desktop  computers  to  digital 
color-laser  printers.  Its  big  clients  are 
Xerox  and  Fuji  Xerox  Co.  Baxter  still 
sees  strong  35%  annual  growth  due  to 
upcoming  new  products  and  a  strong 
management  team. 

Outside  of  technology,  Baxter  likes 
pj  Ajnenca  Inc.,  a  fi'anchisee  of  Papa 
John's  International  Inc.  and  competi- 
tor of  Domino's  Pizza  Inc.  It  boasts  78 
stores  and  plans  to  open  18  more  in 
1998.  Baxter  says  the  Binningham,  Ala., 
company  is  "among  the  best  operators" 


CHRISTINE  BAXTERI 

Portfolio  Manager 

PBHG  Emerging  Growth  Fund 

COMPANY 

PRICE* 

ABR  INFO  SERVICES 

22:A 

ARIS 

22y8 

DAVOX 

KENDLE  INTL. 

15'>4 

PJ  AMERICA 

lA-A 

NBTY 

26/3 

MEDICS  PHARM. 

43 

SUMMIT  DESIGN 

10 

SPLASH  TECH.  22rA 

VISIO 

38'/: 
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in  the  business.  She  esti- 
mates earnings  at  82(2  in 
1998  and  $1.04  in  1999. 
Another  pick  is  nbty  Inc., 
formerly  Nature's  Boun- 
ty, which  manufactures, 
sells,  and  distiibutes  vita- 
mins wholesale,  through 
catalogues,  and  in  Vitamin 
World  stores  in  the  U.  S. 
Baxter  sees  more  than 
.50%  gi'owth,  which  partly 
will  come  from  its  July  ac- 
quisition of  Britain's  Hol- 
land &  Ban-ett,  a  chain  of 
400  vitamin  stores.  She 
expects  that  the  deal  will 
add  $170  miUion  in  rev- 
enues. Medicis  Pharma- 
ceutical Corp.,  which  also 
is  expanding  rapidly,  ac- 
quires and  licenses  dmgs 
for  acne  and  other  skin- 
ailments  and  uses  its  own 
sales  force  to  market  to 
deimatologists.  Baxter  ex- 
pects to  see  gi'owth  due 
to  new  cosmetic  drugs 
Medicis  has  just  licensed. 

Awaiting 
The  Bears 


David  W.  Tice  set  up 
the  Prudent  Bear  Fund  at 
the  beginning  of  1996  be- 
cause he  believes  a  bear 
market  is  imminent.  "It's 
not  a  question  of  if,  it's  a 
question  of  when,"  says 
Tice.  "Greed  governs  this 
market."  The  43-year-old 
fund  manager  heads  a  10- 
person  firm  in  Dallas  that 
recommends  stocks  to  in- 
stitutional clients  to  sell 
short.  He  believes  there 
will  be  a  dramatic  slow- 
down in  the  economy  be- 
cause of  increasing  wages 
and  costs  and  declining 
prices  in  a  number  of  industries.  "U.  S. 
executives  had  trouble  raising  prices  be- 
fore the  Asian  contagion.  Now,  it  will 
get  even  harder,"  says  Tice.  His  fimd  is 
down  0.4%  this  year. 

Tice  is  especially  bearish  on  technol- 
ogy stocks.  Take  Micron  Technology 
Inc.  Prices  for  its  product,  memory 
chips,  are  faUing  because  of  global  over- 
capacity. Micron  competes  heavily  with 
Korean  manufactiu'ers,  whose  currency 
has  fallen  dramatically.  "This  is  the 
poster  child  of  the  high-tech  industry  in 
terms  of  a  problem  we  see:  slowing 
demand  and  dramatically  excessive  sup- 
ply," says  Tice.  CDW  Computer  Cen- 
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ters,  which  markets  through  a 
catalog,  is  overvalued  at  six 
times  book  value  and  23  times 
earnings,  says  Tice,  and  vul- 
nei-able  to  a  slowdown  in  per- 
sonal-computer sales. 

Intel  Corp.  will  be  side- 
swiped  by  the  advent  of  the 
$1,000  persona!  computer,  "the 
most  impor  tant  development  in 
high  technology,"  says  Tice. 
"The  days  of  consumers  and 
businesses  wilHng  to  pay  Intel 
$500  for  a  chip  are  ending," 
says  Tice.  "Intel's  glory  days 
are  behind  it  foi'  a  while." 

Yahoo!  Inc.,  the  Internet 
seai-ch-engine  company,  also  is 
poised  to  disappoint,  Tice  be- 
lieves. With  only  $17  million  in 
cjuaiterly  sales,  it  still  commands 
a  market  capitalization  of  more 
than  $2  billion.  But  he  doubts 
the  company  can  make  much  money 
tlirough  advertising.  And  its  search  en- 
gine is  widely  I'ecogTiized  as  not  being 
the  best  on  the  market,  says  Tice. 

Tice's  other  area  of  focus  is  financial 
fii'ms.  He  thinks  United  Companies  Fi- 
nancial Corp.  and  The  Money  Store, 
which  do  second-mortgage  lending,  are 
shorts.  With  the  dramatic  increase  in 
consumer  lending,  delincjuencies  and 
personal  bankruptcies  are  going 
through  the  roof.  "Every  time  the 
banking  industry  lends  hand-over-fist 
to  one  ai'ea  of  the  economy,  it  results  in 
disaster,"  says  Tice.  His  feeling  is  that 
far  too  much  money  has  been  lent  to 
people  who  are  spending  more  than 
they  eain  and  are  living  from  paycheck 
to  paycheck.  "There  will  be  a  dramatic 
decline  in  these  stock  piices  as  defaults 


Portfolio  Manager 
Pruden  t  Bear  Fund 
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COMPANY 

SHORTS 

CALENERGY 

CDW  COMPUTER  CENTERS 

INTEL 

LAM  RESEARCH  

MICRON  TECHNOLOGY  

MONEY  STORE  2 


2[ 

.2! 
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inci'ease,"  says  Tice.  In  fact,  one  of  his 
long  picks.  Union  Corp.,  is  a  debt-col- 
lection company  that  "will  have  to  do 
better  in  hard  economic  times."  His 
other  short  is  Golden  Star  Resoiu'ces,  a 
gold  and  diamond  exploration  company. 


Show  Me 
The  Cash 


Brian  S.  Posner  is  only  36,  but  dui- 
ing  his  tenure  nmning  the  Fidelity  Eti- 
uity  Income  II  fimd,  fi-om  19!)2  to  1996, 
its  assets  grew  from  $850  million  to 
$15  billion.  In  January,  1997,  Posner 
stalled  managing  Warburg  Pincus 
Growth  &  Income  Fund,  which  is  up 
'^s  5'''^  this  vear.  He  is  a  value  investor 


Portfolio  Manager 
Warburg  Pincus  Growth  & 
Income  Fund 

COMPANV  PRICE* 

BRITISH  PETROLEUM**  _79-'A. 
FEDERATED  DEPT.  STORES  45 /i  . 
GULFSTREAM  AEROSPACE  27% 

PHILIP  MORRIS   _  45'/ 

PM!  GROUP  

POLAROID  42 
RHONE  POULENC  RORER**  44ys 
TRIGON  HEALTHCARE     _   ^  25 

UNOVA   1 5_^: 

USG  CORP.  50/ 
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UNITED  COMPANIES  FJN.  14 
YAHOO!  57 

LONGS 

UNION  CORP  2 
GOLDEN  STAR  RESOURCES 
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who  looks  for  stocks  that  generate 
of  free  cash  flow.  | 
Polaroid  Corp.  is  a  Posner  favoi| 
"Amid  all  of  the  trouble  it  has 
thi'ough,  it  is  incapable  of  destroy 
the  company's  incredible  cash-flow 
pabilities,"  he  says.  A  new  man£| 
ment  team,  new  product  introducti 
in  1998,  and  strong  cash  flow  fi'om  or' 
inating  the  instant-film  market  will 
a  takeoff,  he  says.  "It's  not  a  Kq 
story,"  says  Posner,  referring  to  I 
troubled  film-industry  leader.  I 

Posner  also  looks  for  a  tmTiarouni 
health-maintenance  organizations.  "T 
have  to  raise  prices,"  says  Posner. 
likes  Trigon  Healthcare,  a  regional  1 
in  Virginia  anfl  Maryland  that  plani 
do  just  that.  Another  pick  is  use  Cc 
a  wallboard  maker  that  came  out 
bankiuptcy  in  1993.  While 
tainted  by  its  past,  use  hi 
bright  future,  says  Posi 
since  it  has  been  able  to 
down  its  debt  and  generi 
lots  of  cash.  Another  tu 
around  play  is  Gulfstrc 
Aerospace  Corp.,  because 
its  rapid  debt  paydowTi 
strong  earnings  fi-om  its 
and  new  G-5  model  jets. 

In  the  financial  sector,  I 
ner  likes  PMi  Group  Inc 
mortgage  insui'ance  compi 
spun  off  fi-om  Allstate  Cc 
He  says  the  company  is  v 
conservative,  with  four  til 
the  level  of  reserves  for 
faults  in  California  than 
competitors. 

Bi/  Leah  Nathans  Sf 
in  New  y 
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THUNDERBIRD:  Key  to  the  World 


EXCELLENCE:  Key  to  Success 


An  average  of  250  companies  recruit  THUNDERBIRD  graduates  every  year. 
THUNDERBIRD  alumni  work  m  more  than  9000  organizations 
and  live  in  130  countries. 


•i"  The  Master  of  International  Management  degree  -  M.I.M. 

*  The  Executive  Master  of  International  Management  Program 

*  The  Post  M.B.A.  degree 


E.M.I, 


AACSB  Accredited 

Ranked  Number  One  for  International  Business  by  U.S.  NEWS  &  World  Report 


THUNDERBIRD 

THt  AMERICAN  GRADU/VrE  SCHOOL 

OF  International  Management 
15249  North  59th  Avenue  •  Glendale,  AZ  85306-6003 

■ii  Admissions:  iji  Corporate  Recruiting: 

Tel. 1-800-457-6940  Tel.602-978-7245 
Fax. 602-439-5432  Fax.602-978-1 41 0 

e-mail:  t-bird@t-bird.edu  •  http://www.t-bird.edu     e-mail:  careers@t-bird.edu 

Int'l  Tel.  602-978-7100 
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At  Business  Week's  Latin  Annerica  Summit,  key  government  and  business  leaders  will  shar€t 
their  expertise  on  making  the  most  of  this  dynamic  yet  complex  market.  They'll  explore  tH"^^"'' 
forces  driving  the  region's  transformations,  analyze  the  newest  challenges  for  continue^faf 
reform  and  development,  and  share  their  visions  of  what  lies  ahead.  You'll  emerge  witt 
detailed  analysis  of  both  region-wide  trends  and  issues  facing  specific  countries. 

Not  a  session  for  casual  observers,  the  Summit  is  for  professionals  who  are  serious  abou' 
making  connections  and  making  plans.  It  is  invaluable  for  senior  executives  at  Latin  Americarf 
companies  or  U.S.  companies  that  want  to  do  business  in  Latin  America  or  already  do. 
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Dinner  Keynote 
Address  By: 


The  Honorable 
Carlos  Saul  Menem 

President  of  the  Argentinei 
Republic 


cheon  Address  By: 

The  Hon.  Mickey  Kantor,  former  U.S.  Sccreiarij  Commerce, 
former  U.S.  Trade  Representative 

J  Featuring: 

William  R.  Cline,  Deputy  Managing  Director  and  Chief 
Economist,  \nstitute  of  \nternational  finance,  \nc. 

The  Hon.  Vicente  Fox  Quesada,  Governor  of  the  State 
of  Guanafuato,  Mexico 

Francisco  R.  Gros,  Managing  Director  and  Chairman, 
Morgan  Stanley  Latin  America,  Inc. 

H.  E.  Diego  Ramiro  Gueiar,  Argentine  Ambassador  to 
the  United  Slates 

Alfredo  Llorente,  Managing  Director,  Endesa  Espana 
\nternational 

Claudio  Loser,  Director,  Western  Hemisphere  Department, 
International  Monetary  Fund 

P.  Daniel  Miller,  Executive  Mice  President,  Latin  America, 
Whirlpool  Corporation 

George  Muiioz,  President  and  CEO,  U.S.  Overseas  Private 
Investment  Corporation  (OPIC) 

Beatrice  Eugenia  Rangel-Mantilla,  Senior  Mice  President, 
Corporate  Strategies,  Cisneros  Group  of  Companies 
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Hewlett-Packard  Company 

The  Principal  Financial  Group 

Global  Delivery  Services  from  the 
United  States  Postal  Service 

\n  association  with 
the  Association  of  American  Chambers  of 
Commerce  in  Latin  America 

To  register,  or  for  more  information,  contact 
lulie  Terranova 
Phone:  1-800-682-6007  (in  the  U.S.) 

212-512-2184  (outside  the  U.S.) 
Fax:  212-512-6281 
E-mail:  jterranova@businessweek.com 
Website:  execprog.businessweek.com/latinamer 
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Here's  What  ''Full  Service'1 


^ans  to  Investors  at 
Prudential  Securities 


Today's  market  poses  challenges  to  investors  evei'ywhere.  But  at 
least  one  million  investors  have  an  edge:  Prudential  Securities. 
Everyday,  we  show  our  clients  what  "full  service"  really  means. 


Ask  for  our 
complimentary 
brochure  or  video! 


Strategies  for 
Investing  in  Today's 
Markets       Learn  about 
steps  you  con  take  to 
help  your  portfolio 
weather  volatility. 


Inside  Prudential 
Securities:  Your 
Partner  on  the  Street 

—  Take  a 
look  inside 
the  fast- 
paced 
world  of 
Prudential 
Securities, 
from  a 
daily 
morning 
phone  conference 
with  Chief  Technical 
Analyst  Ralph  Acamporo 
to  o  financial  planning 
session  with  our 
exclusive  Personal 
Financial  Architect  " 
software.  You'll  see  what 
it  takes  to  stay  on  top 
of  the  market  —  and  why 
Prudential  Securities 
should  be  your  partner 
on  the  Street, 

Video  available  while 
supplies  last. 


Our  clients  have  an  expert 
to  call  on.  There  are  times  when  you 
need  to  speak  to  someone  who  can  offer  you 
a  perspective  on  your  portfolio  —  not  just 
take  ordeis.  At  Prudential  Securities,  you 
always  know  where  you  can  turn  for  advice: 
your  personal  Financial  Advisor. 


"I  thought  It  was  important  to  reach 
out  to  my  clients  right  away  with  what 
we  knew  and  what  we  expected  next." 

—  Dick  Mitchell,  Financial  Advisor 


Our  clients  can  talk  to 
someone  who  understands 
their  situation.  When  you  need  to 
act  (juickly,  you  can't  afford  to  deal  with 
someone  who's  lookinf>  at  your  account 
for  the  v(M  y  first  time.  Your  Prudential 
Securities  Financial  Advisor  knows  your 
investment  style,  your  risk  tolerance,  and 
how  to  help  keep  your  portfolio  on  track. 

Our  clients  receive 
personalized  advice.  For 

important  investment  decisions,  one-size- 
fits-all  recommendations  don't  fit.  Your 
Prudential  Securities  Financial  Advisor 
works  with  you,  to  design  personalized 
solutions  based  on  an  understanding  of 
your  long-term  objectives. 


Each  morning,  nearly  6,000  Financial  Advisors 
participate  in  an  interactive  discussion  with 
Prudential  Securities'  top  analysts. 


Our  clients  have  an  all-star 
research  team  in  their 
corner.  When  you  work  with  a  Prudenti^"? 
Securities  Financial  Advisor,  you  don't  just 
get  overwhelmed  with  news,  you  get  insight 
and  analysis  that  can  help  you  make  sense 
of  it.  Your  Financial  Advisor  connects  you 
to  a  dedicated  team  of  analysts  who,  year 
in  and  year  out,  have  been  honored  among 
the  industry's  elite  by  publications  such  as 
The  Wall  Street  Jon nial. 


Our  clients  feel  more 
confident  trading  person- 
to-person.  In  a  high-tech  world, 
there's  a  peace  of  mind  you  can  only  get 
when  you  work  witli  other  people.  Trading 
with  a  Prudential  Securities  Financial 
Advisor  helps  ensure  that  your  transaction 
is  executed  quickly  and  correctly. 


Coll  Prudential  Securities  to 
speak  to  a  Financial  Advisor. 

1-888-615-2300 

ext.3840  www.prusec.com 


Prudential 

Securities 


't'  1  1/97  Prudential  Securities  Incorporated,  199  Water  Street,  New  York,  New  York  10292    Member  SIPC 
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STRATEGIES  FOR  STOCKS 


INSIDE  WALL  STREET 


iE  G.  MARCIAL 

■ADY.  MOM- 
-APPLE-PIE 

CKS'  

currency  and  economic  devel- 
nents  in  Asia  keeping  the  stock 

skittish,  what's  an  investor  to 
*ol  McMurtrie,  managing  part- 
nvestment  firm  Loomis  Sayles, 
that  in  these  uncertain  times, 

is  good."  She  is  staying  away 
ich  "exciting"  sectors  as  high- 
ogy  and  switching  a  sizable 
)f  the  $6  billion  she  manages 
mpanies  that  offer  few  or  no 
5S — but  whose  balance  sheets 
althy  and 

earnings 

rates  are 
ible. 

ig  such 
ting  but 
ible"  com- 

that  top 
ored  list: 
lerica  (bag), 
th  (BLS), 
nnie  Mae 

formerly 
as  the 

National 
^e  Assn. 
ire  steady, 
id-apple-pie 

she  says, 
irdly  wa- 
luring  the 
s  recent 
'  volatiUty. 
inerica,  now  trading  at  77%  a 
as  stayed  near  its  1997  high  of 
South,  currently  at  56,  has  not 

very  far,  either,  from  its  high 
r  the  year  of  571^,  and  Fannie 

55,  also  has  stuck  close  to  its 
56%.. 

irtrie  thinks  that  they  are  way 
ilued  despite  their  relatively 
performance.  "They  should  be 
at  much  higher  prices — at 
a  slight  premium  to  the  mar- 
i  ratio,"  she  argues, 
value  investor,  McMurtrie  fa- 
)cks  that  sport  price-earnings 
iwer  than  that  of  the  Standard 
's  500-stock  index.  She  notes 
die  the  s&p's  p-e  is  21  to  22, 
aerica's  multiple  is  a  cool  15, 
iith's  18,  and  Fannie  Mae's  17. 


■  \ 

McMURTRIE:  hi 

times  of  turmoil 
on  Wall  Street, 
"boriyig  is  good  " 


Yet  their  fundamentals  are  solid: 
"They  all  have  sustainable  earnings 
growth,  operate  in  gi'owing  businesses, 
and  are  run  by  strong  management," 
says  McMurtrie. 

At  BankAmerica — the  nation's  third- 
largest  bank  holding  company — the  op- 
erating costs  are  growing  at  a  slower 
rate  than  revenues,  she  notes.  Mc- 
Murtrie expects  that  the  management 
will  use  its  excess  cash  flow  to  repur- 
chase more  stock.  She  figures  that 
BankAmerica  will  earn  $4.30  a  share 
this  year  and  $5  in  1998,  compared 
with  last  year's  $3.65. 

BellSouth  is  the  largest  U.  S.  tele- 
phone holding  company,  based  on  1996 
access  lines,  she  notes.  It  provides 
phone  local  service  to  22  million  cus- 
tomer access  hnes  in  nine  Southeast- 
ern states  and  has  expanded  into  the 
fast-growing  wireless  phone  business, 
including  the  international  cellular 
market.  McMurtrie  figures  that  Bell- 
South will  earn  $2.85  this  year  and 
$3.15  next,  up  from  last  year's  $2.88. 

Fannie  Mae,  a  government-spon- 
sored agency  that  provides  mortgage 
credit  to  home  buyers,  is  expected  to 
maintain  its  steady  recent  rate  of 
gi-owth,  thanks  to  healthy  long-term 
demand  for  housing,  in  addition  to  its 
access  to  low-cost  funds.  McMurtrie 
figures  that  Fannie  Mae  earnings  will 
jump  to  $3.15  a  share  next  year,  up 
from  1997's  estimated  earnings  of 
$2.80.  It  earned  $2.50  in  1996.  "It's 
simply  a  moneymaker,"  she  says. 

TECH  STOCKS 
TO  HANG  ON  TO 

In  July,  global  money  manager  Tim 
Monis  did  something  that  he's  happy 
about  now:  He  started  slashing  his 
holdings  in  international  stocks,  which 
have  fallen  from  30%  of  his  portfolio  to 
15%.  In  their  place,  Morris,  chief  in- 
vestment officer  in  the  U.  S.  of  Besse- 
mer TiTJst,  beefed  up  holdings  in  small- 
to-mid-cap  domestic  stocks — those  that 
have  market  capitalizations  between 
$500  miUion  and  $3  billion.  But  there 
was  one  thing  Morris  won't  do  even 
now:  reduce  the  $15  billion  portfolio's 
exposure  to  high-technology  stocks. 

He  hasn't  lessened  Bessemer's  16%- 
stake  in  mid-cap  technology  stocks  and 
the  13%  of  its  holdings  that  are  in 
large-cap  high-tech  issues.  His  current 
top  two  picks:  Cisco  Systems  (csco) 
and  P-Com  (pcms). 

Both  had  been  battered,  along  with 


other  high-techs,  partly  because  of  in- 
vestor edginess  over  the  Asian  tur- 
moil. Cisco,  which  hit  a  high  of  QO'An  on 
Dec.  1,  plunged  to  76  by  Dec.  12.  On 
Dec.  16,  however,  it  Wc,<  back  up  to 
more  than  80.  Morris  thii.'<s  that  the 
stock  will  reach  100  in  tht  next  12 
months.  Investors  had  been  nervous 
about  the  rising  level  of  inventories 
at  Cisco,  which  is  a  maker  of  routers 
and  switches  that  connect  and  man- 
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age  communications  among  local  and 
wide-area  computer  networks. 

But  Morris  is  comfortable  with  the 
ebb  and  flow  of  inventories.  He  fore- 
casts eai'nings  of  $2.61  in  the  year 
ending  July  31,  1998,  and  $3.30  in  fiscal 
1999,  up  ft-om  1997's  $2.05. 

P-Com,  a  maker  of  microwave  radio 
systems  used  in  the  worldwide  wii'eless 
telecommtmications  market,  has  limited 
exposui'e  in  Asian  markets,  where  it 
sells  only  5%  to  10%  of  its  products.  Its 
core  customers  are  in  Europe:  Bosch 
Telecom,  14%  of  sales;  L.  M.  Ericsson, 
14%;  and  Itatel,  10%.  And  P-Com  has 
good  prospects  in  Latin  America,  says 
Morris.  He  expects  P-Com  to  earn  47(2 
a  share  this  year  and  70^  next  year. 
"Worldwide  demand  is  excellent,"  he 
says.  Morris  figui'es  that  the  stock,  now 
at  16,  could  work  its  way  back  to  its 
52-week  high  of  29. 

A  MARKDOWN 

ON  SYMS?  

A discount  store  on  Park  Avenue? 
That's  what  Syms  (sym),  the  off- 
price  clothing  retailer,  has  put  up  in 
fashionable  midtown  Manhattan.  A 
3.6%  jump  in  six-month  revenues 
through  Aug.  30  reflects  upbeat  sales  at 
the  Park  Avenue  store.  Even  so,  the 
Street  isn't  impressed:  The  stock,  trad- 
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ing  at  11%  on  ^=ec.  16,  is  down  from  its 
high  in  late  '  eptember  of  M  m.. 

At  tha*  price,  "Syms's  stjck  appears 
to  be  a  _,reater  barga'-;  lhan  its  mer- 
chand'  e,"  says  inv  ament  manager 
Mik<  Connor  of  ■  Partners,  a  New 
York  hedge  f\v  ,  who  has  been  accu- 
mulating si'  es.  He  thinks  that  the 
stock,  sp''  J,  below  its  estimated  book 
value  '  iiM  a  share,  is  way  underval- 
ued, i'he  stock  is  trading  at  a  low 
price-earnings  ratio  of  eight  times  es- 
timated fiscal  1998  earnings  of  $1.28, 
figures  Connor  He  thinks  the  stock  is 
worth  18.  And  even  at  that  price,  the 
stock  is  trading  at  less  than  15  times 
the  1998  earnings  estimate,  way  be- 
low the  S&P  500's  22  p-e. 

The  stock's  appeal,  says  Connor,  is 
enhanced  by  the  company's  practically 
debt-free  balance  sheet.  What's  more, 
in  an  industiy  chai'acterized  by  volatile 
earnings,  Syms  hasn't  experienced  a 
single  quarterly 


READY  FOR  ITS 
BEST  CUSTOMER 


JUNE  23, '97  DEC,  16 
▲  DOLURS 


DATA  BLOOMBERG  FINANCIAL  MARKETS 


loss  since  1959, 
notes  Connor. 

And  there's  an- 
other big  plus:  the 
possibility  of  a 
buyout.  Connor 
recalls  that,  only 
two  years  ago,  the 
Syms  family, 
which  ah'eady  con- 
trols about  50%  of 
the  company's 
stock,  tried  imsuc- 
cessfully  to  ac- 
quire the  entire 
organization  in  a 
leveraged  buyout. 
"With  all  that  the  company  has  going 
for  it — and  the  consolidation  in  the  in- 
dustry—Syms's  competitors  might  con- 
sider it  an  attractive  takeover  prospect," 
says  Connor.  He  notes  that  no  acquisi- 
tion deal  will  be  possible  without  the 
cooperation  of  founder  and  CEO  Sy 
Syms,  who  is  71.  "He  has  to  be  giving 
some  thought  to  either  selling  out  or 
merging  with  a  larger  company  in  order 
to  gi'ow  more  rapidly,"  speculates  Con- 
nor. A  Syms  spokesman,  however,  says 
that  the  subject  has  never  been  dis- 
cussed at  the  senior  management  level. 


SUMMIT:  RIPE 
FOR  AN  ASSAULT 


Summit  Bancorp  (SUB)  isn't  a  new 
name  to  investment  pros  scanning 
the  banking  universe  for  potential 
takeover  candidates.  Formerly  known 


as  UJB  Financial,  Summit  is  the  largest 
independent  bank  in  the  state  of  New 
Jersey.  "It  is  also  the  most  attractive 
bank  on  the  East  Coast:  Several  major 
banks  have  been  looking  to  acquire 
it,"  says  money  manager  Neil  Eigen, 
managing  partner  at  J&w  Seligman,  a 
133-year-old  investment  firai  that  man- 
ages assets  of  $20  billion. 

Eigen  was  chief  investment  officer 
at  Bear  Stearns  for  seven  years  be- 
fore joining  SeUg- 
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man  back  in  Jan- 
uary, 1997.  The 
steady  rise  in 
Summit's  stock 
price  since  June, 
when  it  was  trad- 
ing at  27,  has 
been  fueled  part- 
ly by  takeover 
whispers.  Eigen 
thinks  that  the 
stock,  now  trad- 
ing at  50,  will 
soon  wing  up  to 
60.  But  he  is  con- 
vinced that  Sum- 
mit will  fetch  at 
least  65  in  a  buyout. 

Eigen  says  that  such  major  banking 
players  as  NationsBank,  Banc  One, 
and  Citibank  have  been  looking  at 
Summit,  but  he  says  he  has  no  inside 
knowledge  of  any  talks  between  Sum- 
mit and  potential  suitors. 

He  thinks  that,  based  on  the  price 
paid  by  First  Union  when  it  acquired 
CoreStates  Financial — five  times  book 
value — Summit  is  "a  more  appealing- 
buy"  at  65.  Summit's  book  value  is  es- 
timated at  $15  a  share.  "If  it  gets  an 
offer  of  65,  equivalent  to  23  times  es- 
timated 1998  earnings  of  $2.80  a  share. 
Summit's  gone,"  predicts  Eigen.  It  is 
"only  a  question  of  when"  Summit, 
which  has  assets  of  $29  billion,  will  be 
acquired,  he  says.  It  currently  oper- 
ates 450  bi'anch  offices  in  New  Jer- 
sey and  eastern  Pennsylvania,  plus 
600  automated  tellei-  machines. 

Says  Sean  Ryan,  a  banking  analyst 
at  Bear  Stearns:  "Summit  represents 
the  last,  best  hope  for  any  super- 
regional  bank  that  hopes  to  compete" 
in  the  East. 


EYEING  A  GLOBAL 
DRUG  CONNECTION 

Investors'  long-held  skepticism  about 
ICN  Pharmaceuticals'(iCN)  overseas 
operations  seems  to  be  finally  waning: 


Its  stock  has  been  on  the  rise 
mid-June,  when  it  was  at  22  a  s 
It's  now  at  50. 

"A  lot  of  investors  have  taken  a  i 
second  look  at  ICN,  its  airay  of  m 
products,  and  its  ties  with  sin 
paitnei-s — Hoffinan-La  Roche  and  i 
ing-Plough,"  says  investment  pro 
Roness,  who  is  high  on  ICN.  The 
pan/s  products  and  relationships  i 
these  two  major  dioigmakers  are  1  | 
paying  off,  adds  Roness,  director 
seai'ch  at  investment  firni  J.  W.  CI  | 
In  early  December,  Schering-P  i 
filed  for  Food  &  Drug  Administi  I 
approval  to  mai'ket  in  the  U.  S.  a  '. 
ment  for  hepatitis-C  that  includ 
ding  Intron  A  and  icn's  Rebetol. 
ies  have  shown,  says  Roness,  ths  ^taii 
combination  has  helped  patientsj 
ai'e  prone  to  suffer  relapses  after  [ 
treated.  Intron  A  is  a  more  effa 
therapy  when  it  is  combined  vrith| 
Rebetol  against  hepatitis  C  vir 
cording  to  the  studies,  he  says, 
wide  sales  of  Intron  A  in  1996  td 
$524  million. 

Roness  says  that  if  the  fda  app 
the  combined  dnig,  it  would  ad( 
proximately  $2  a  share  to  icn's 
ings  in  about  a  year.  Without  the) 
bined  cbiig,  Roness  ex'pects  the  con 
vrill  earn  $;3.20  a  share  in  1998,  upl 
an  estimated  $2.83  this  year  Bas^ 
its  strong  rei 
sliips  with  i! 
]>artners  am 
tlie  potential 
products,  Ri 
thinks  the  si 
worth  75. 

For  yean 
Street  has 
nored  ICN 
because  of 
risks  associ 
with  its  vasi 
erations  ove: 
and  its  contr 

  sial  founder 

CEO,  Milan  Panic,  who  served  at 
time  as  Prime  Minister  of  Yugosl 
"He  was  deemed  to  be  unprediets 
says  Roness.  ICN  makes  over 
counter  and  prescription  drugs 
eluding  medicines  for  viral  and  ba 
ial  infections,  diabetes,  and  skin  ju 
cardiovascular  diseases — which*  ^ 
marketed  in  60  countries. 

One  more  thing:  Roness  belil 
ICN  is  an  attractive  acquisition  c; 
date.  He  says  Schering-Ploughj 
censing  agi-eement  vrith  icn  alloi 
to  pui-chase  up  to  $42  million  wor 
ICN  shares. 


RONESS:  Many 
though  that  CEO 
Milan  Pa  nic  was 
"unpredictable" 
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u  think  S&P  index  funds 
e  appealing  for  the  long 
rm.  What  about  9:30  to  4 

DqWn.  Up.  Down.  Why  not  buy  the  market  in  a  way  that  lets  you  take 
mtage  of  rallies  or  sell-offs  when  they  happen?  Why  not  trade  or  track 
position  instantly?  Now  you  can  -  with  Standard  &  Poor's  Depositary 
jipts  (SPDRs),  fondly  called  spiders.  They  have  all  the  advantages  of  an 
X  fund,  with  the  liquidity,  flexibility  and  simplicity  of  a  stock.  SPDRs  pay 
teriy  dividends.  They're  simple.  And  they're  only  listed  on  the  American 
k  Exchange.  SPDRs  can  be  expected  to  move  up  and  down  in  value  with 
>&P  500.*  And  they're  fully  backed  by  shares  of  the  S&P  500  held  in  tr 
nore  complete  information  about  SPDRs  ("SPY"),  including  charges 
enses,  request  a  prospectus  from  PDR  Services  Corporation,  c/o 
American  Stock  Exchange,  86  Trinity  Place,  New  York,  NY  10006-1881. 
J  it  carefully  before  you  invest.  Or  call  (800)  THE  AMEX.  The  Smarter 
e  To  Index.  No  question. 


THE  AMEX 


PDR  Services  Corporation 

A  WHOLLY-OWNED  SUBStDIARV  OFTHE 


Ame: 


American  Stock  Exchange 


>V  lard  &  Poor's®,"  "S&P®,"  "Standard  &  Poor's  Depositary  Receipts®"  and  "SPDRs®"  are  trademarks  of  The  McGraw-Hill  Companies,  Inc.,  and  have  been 
*   r'cco"?^  Services  Corporation  and  the  American  Stocl<  Exchange,  Inc.  SPDRs  are  not  sponsored,  endorsed,  sold  or  promoted  by  Standard  & 

H  (  S&P  ),  a  division  of  The  McGraw-Hill  Companies,  Inc.,  and  S&P  makes  no  representation  regarding  the  advisability  of  investing  in  SPDRs.  PDR  is  a 
r  ■  mark  of  PGR  Services  Corporation.  ALPS  Mutual  Funds  Services,  Inc.,  a  registered  broker-dealer,  is  the  distributor  for  the  SPDR  Trust. 
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A  Round  of  Applause, 
But  No  Raye  Reviews 

Equity  funds  trailed  the  S&P  500  again.  Many  top  performers  were  unknown  maverici'«7j?i 


Only  a  few  months  ago,  it  looked 
as  if  mutual-fund  managers 
might  do  in  1997  something  they 
haven't  done  since  1993:  beat  the 
Standard  &  Poor's  500-stock  index  and 
the  index  fimds  that  mimic  it.  But  the 
October  market  turmoil  and  the  De- 
cember massacre  in  technology  stocks 
put  the  fimds  back  behind  the  index. 

In  real  tenns,  fimds  had  a  gi'eat  yeai*. 
The  average  U.  S.  diversified  equity 
fund  earned  20.64%  in  all  (thi'ough  Dec. 
12,  including  reinvestment  of  dividends 
and  capital  gains),  says  Momingstai"  Inc. 
The  all-equity  average,  including  bat- 
tered international  funds,  was  up 
14.28%.  But  the  S&P  scored  a  30.83% 
return,  leaving  the  relative  perfor- 
mance— how  the  fimds  did  compared 


with  the  S&P — the  worst  since  the  bull 
mai'ket  began.  Even  a  small  Santa  Claus 
bounce  probably  won't  change  that.  The 
S&P  outdid  all  fund  categories  except 
fimds  specializing  in  financial  sei^vices, 
which  gained  42.84%  (table,  page  146). 
Financials  soared  on  lower  interest 
rates,  higher  eaiTungs,  and  takeovers. 
TARNISH.  Technology  funds,  which  have 
eamed  double-digit  returns  since  1991, 
lost  14  pei'centage  points  of  return  in 
the  week  of  Dec.  8,  winding  up  on  Dec. 
12  with  a  2.29%  gain  for  1997.  The  slide 
in  tech  stocks  undennined  the  broader 
fimd  averages,  since  fimds  average  more 
tech  holdings  than  the  S&P  500. 

Overseas  fimds  flagged,  then-  gains 
in  Eiu'ope  and  Latin  America  offset  by 
losses  in  the  Fai'  East.  The  average  for- 


eign fund  mustered  only  a  3.18% 
turn.  World  funds,  which  include  ife, 
stocks,  fared  better— up  7.96%.  Fifl? 
specializing  in  Asia  suffered  devaa; 
ing  losses.  Diversified  Asian  fuii 
plunged  26.97%;  those  that  exclie 
Japan  were  hurt  even  more — d(i 
33.16%.  By  compaiison,  Japan  funds  | 
not  look  so  bad.  They're  down  13.8^^ 

Pi'ecious-metals  fiands  registered 
was  possibly  the  worst  one-year  jf^^ 
formance  of  any  ftind  category: 
fell  46.82%.  Gold  fimds  were  battere 
the  spring  by  Bre-X  Minerals 
whose  supposedly  record-breaking 
find  turned  out  to  be  bogus.  More 
cently,  central  banks  started  announi 
they  would  sell  lai'ge  portions  of  t':: 
gold  reserves.  That  sent  prices  d(|] 


TOTAL  RETURN* 


TOTAL  RETURN* 


RNS 


*Appreciation^pliis 
reiflvestmenf  of  dividends 
and  capital  gains  before  taxes, 
Jan.  1  through  Dec.  12, 1997 
i  CATA:  SIORNINGSTAR  INC. 


MUNDER  MICRO-CAP  STOCK  B 

64.39% 

DAVIS  FINANCIAL  A 

41.36% 

PILGRIM  AMERICA  BANK  &  THRIFT  A 

59.71 

FIDELITY  SELECT  HOME  FINANCE 

41.34 

FIDELITY  SELECT  BROKERAGE  &  INV.  59.33 

DELAWARE  AGGRESSIVE  GROWTH  A 

41.22 

LEXINGTON  TROIKA  DIALOG  RUSSIA 

55.58 

TEXAS  CAPITAL  VALUE  &  GROWTH 

40.87 

AMERICAN  HERITAGE 

53.57 

ENTERPRISE  SMALL  CO.  VALUE  A 

40.59 

FBR  SMALL  CAP  FINANCIAL 

50.77 

FIDELITY  SELECT  FINANCIAL  SVCS.  39.79 

HARTFORD  CAP  APPRECIATION  A 

50.67 

PAINEWEBBER  FIN.  SVCS.  GR.  A 

39.69 

TITAN  FINANCIAL  SERVICES 

49.96 

SEQUOIA 

39.56 

JOHN  HANCOCK  REGIONAL  BANK  B 

49.71 

RYDEX  NOVA 

39.42 

OAKMARK  SELECT 

47.06 

HUDSON  CAPITAL  APPRECIATION  A 

39.21 

FIDELITY  SELECT  ENERGY  SERVICE 

46.74 

JANUS  SPECIAL  SITUATIONS 

39.20 

MFS  STRATEGIC  GROVTTH  A 

46.48 

T.  ROWE  PRICE  FINANCIAL  SVCS. 

38.90 

SAFECO  GROWTH  NO  LOAD 

45.08 

GABELLI  GROWTH 

38.53 

FIDELITY  SELECT  REGIONAL  BANKS 

44.92 

STRAHON  SMALL-CAP  YIELD 

38.44 

CENTURY  SHARES 

44.60 

KEELEY  SMALL  CAP  VALUE 

38.06 

MFS  MASS.  INVEST.  GR.  STK.  A 

44.25 

HERITAGE  CAP  APPRECIATION  A 

37.83 

FBR  FINANCIAL  SERVICES 

44.19 

FBR  SMALL  CAP  GROWTH/VALUE 

37.83 

BRAZOS/JMIC  SM.  CAP  GRWTH.  SECS.  43.81 

FIDELITY  ADVISOR  FIN.  SVC.  T 

37.75 

SIFE  TRUST  A-l 

43.45 

FAM  VALUE 

37.50 

SMITH  BARNEY  TELECOMM.  INC. 

43.14 

BRIDGEWAY  ULTRA-SMALL  CO. 

37.32 

FIDELITY  SELECT  RETAILING 

42.84 

FIDELITY  SELECT  INSURANCE 

37.06 

GABELLI  VALUE 

42.45 

GAMERICA  CAPITAL  A 

36.83 

TRANSAMERICA  PREMIER  EQ.  INV. 

42.37 

U.S.  GLOBAL  LEADERS  GROWTH 

36.69 

PIONEER  GROWTH  A 

41.76 

NATIONWIDE 

36.40 

INVESCG  STRATEGIC  FIN.  SVCS. 

41.75 

FIDELITY  SELECT  LEISURE 

36.35 

Funds  that 
invest  in 
banks, 
brokers,  an 
insurance 
companies ; 
captured  th 
spotlight 
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to  $285  per  ounce,  an  18-year  low. 
"At  these  prices,  about  one-third 
of  the  world's  gold-mining  com- 
panies— and  60%  of  South 
Africa's — are  operating  at  a  loss," 
says  Kjeld  R.  Thygesen,  whose 
Midas  Fund  is  do\TO  62.33%. 

Whether  the  funds  beat  the 
s&p  doesn't  seem  to  matter  to  in- 
vestors. Tlirough  November,  they 
put  $208  billion  into  equity  funds, 
according  to  the  Investment  Com- 
pany Institute  (ici).  But  the  in- 
flux of  cash  has  slowed  from 
around  $4  billion  a  week  before 
the  Oct.  27  minicrash  to  $1.6  bil- 
lion now,  says  Robert  Adler, 
whose  company,  amg  Data  Ser- 
vices, tracks  fimd  cash  flows. 

Part  of  the  slowdown  comes 
fr"om  volatile  markets,  but  some  is  sea- 
sonal. Investore  ofl:en  hold  off  making  in- 
vestments at  yearend  to  avoid  taxable 
distributions.  Adler  expects  a  cash  siu'ge 
in  Januaiy,  as  investors  kick  in  bonuses 
and  money  foi'  their  new  Roth  iras. 

Fimd  buyers  also  show  renewed  in- 
terest in  bonds,  ici  estimated  that  bond 
funds  took  in  $8  bilhon  in  November, 
the  strongest  month  in  nearly  four 
veai's.  Adler  says  most  of  the  new  mon- 


HOW  THE  BIG  FUNDS  FARED 


TOTAL 


BILLIONS 

RETURN* 

FIDELITY  MAGELLAN 

$51.8 

23.87% 

VANGUARD  INDEX  500 

45.9 

30.78 

INVESTMENT  COMPANY  OF  AMERICA 

39.2 

27.39 

WASHINGTON  MUTUAL  INVESTORS 

37.2 

30.71 

FIDELITY  GROWTH  &  INCOME 

33.9 

27.81 

FIDELITY  CONTRAFUND 

30.2 

20.05 

VANGUARD/WINDSOR  II 

22.6 

30.02 

AMERICAN  CENT-20TH  ULTRA  INV. 

22.2 

20.22 

FIDELITY  PURITAN 

21.8 

21.34 

VANGUARD/WELLINGTON 

20.8 

21.85 

'Appreciation  plus  reinvestment  of  dividends  and  capital  gains  before  taxes, 
Jan.  1  through  Dec.  12, 1997  DATA  MORNINGSTAR  INC 

ey  is  seeking  high-yield  or  high-quality 
corporate  bond  funds.  With  long-term 
rates  down  1.25  percentage  points  since 
April,  most  funds  have  made  steady 
gains.  Taxable  fimds  earned,  on  aver- 
age, 7.54%  in  all;  tax-fi-ee  funds,  7.56%. 

Most  of  the  largest  equity  funds 
scored  above-average  returns  (table). 
The  $61.8  billion  Fidelity  Magellan  Fund, 
whose  management  closed  it  to  new  in- 
vestors in  the  hope  of  improving  per- 


formance, gained  23.87%. 
Vanguard  Index  500  fund, 
matches  the  s&p,  delivered! 
best  return,  and  Washington! 
tual  Investors  did  nearly  as  ■ 
Tlie  top  diversified  equity : 
feature  names  unfamiliar  to  I 
buyers.  One  of  them  is  Mui 
Micro-Cap  Stock,  the  No.lT 
former,  with  a  64.39%  return.! 
$30  million  fund  blends  grq 
and  value  stocks  and  has  a  iJ 
an  market  cap  of  $105  milf 
Usually,  such  small  funds  iJ 
their  mark  with  30  or  40  stj 
and  a  few  big  winners.  But| 
fund  has  about  120  stocks, 

not  overweight  sectors  sue^l-  

technology,  and  has  no  pes:  i 
larger  than  1.5%  of  assets, 
buy  stocks  that  ai-e  not  widely  folio 
and  where  management  owns  a  1 
stake,"  says  Cai'l  Wilk,  one  of  the  fi 
foui"  managers  at  Munder  Capital  Ii 
agement  in  Birmingham,  Mich. 

For  Mark  A.  Coffelt  of  the  Ti 
Capital  Growth  &  Value  Fund,  qu 
tative  screens  work  better  than  quii 
corporate  executives.  "Every  time 
talked  to  management  about  a  prol 
at  a  company,  I've  held  on  to  the  s 


THE 
WORST 


TOTAL  RETURN* 


TOTAL  RETURN* 


*Appreciatioji  plus 
reinvestment' of,  dividends 
and  capital  gains  before  taxes,) 
Jan.  1  through  Dec.  12. 1997  '  j 

OATAi  MORNINGSTAR  INC. 


MAHHEWS  KOREA 

-68.31% 

USAA  GOLD 

-44.23% 

MIDAS 

-62.33 

FIDELITY  EMERGING  MARKETS 

-44.04 

U.S.  GLOBAL  INVESTORS  GOLD  SHS. 

-60.43 

GT  GLOBAL  NEW  PACIFIC  GRWTH  A 

-43.82 

INVESCO  STRATEGIC  GOLD 

-59.89 

PILGRIM  AM.  MSTRS.  AS.-PAC.  EG.  A-42.80 

GABELLI  GOLD 

-57.47 

RYDEX  PRECIOUS  METALS 

-42.76 

BULL  &  BEAR  GOLD  INVESTORS 

-56.63 

PIONEER  GOLD  A 

-42.72 

IDS  PRECIOUS  METALS  A 

-54.34 

GOLDMAN  SACHS  ASIA  GROWTH  A 

-41.46 

PIMCO  PRECIOUS  METALS  C 

-53.27 

VAN  ECK  INTL.  INVESTORS  GOLD  A 

-41.42 

BLANCHARD  PRECIOUS  METALS 

-53.25 

MONTEREY  OCM  GOLD 

-41.23 

FIDELITY  SEL.  PREC.  METALS  &  MIN. 

-50.98 

JAPAN  ALPHA  A 

-41.18 

LEXINGTON  STRAT.  INVESTMENTS 

-50.44 

MERRILL  LYNCH  DRAGON  B 

-41.08 

MERRILL  LYNCH  EMERG.  TIGERS  B 

-50.00 

FRANKLIN  GOLD  1 

-40.73 

CAPPIELLO-RUSHMORE  GOLD 

-49.30 

EATON  VANCE  WORLD.  DEV.  RES.  B 

-39.73 

DEAN  WIHER  PREC.  MTL.  &  MIN.  B 

-48.38 

MAHHEWS  PACIFIC  TIGER 

-39.23 

MORGAN  STANLEY  ASIAN  GROV/TH  A 

-48.05 

GUINNESS  FLIGHT  ASIA  BLUE  CHIP 

-39.15 

AMERICAN  CENTURY  GLOBAL  GOLD 

-47.87 

FIDELITY  SOUTHEAST  ASIA 

-38.75 

FONTAINE  GLOBAL  GROWTH 

-47.60 

INVESCO  ASIAN  GROVI/TH 

-38.75 

LEXINGTON  GOLDFUND 

-47.52 

DEAN  WIHER  PACIFIC  GROWTH  B 

-38.64 

U.S.  GLOBAL  INVSTRS.  WORLD  GOLD 

-45.14 

T.  ROWE  PRICE  NEW  ASIA 

-37.47 

BT  INVESTMENT  PAC.  BASIN  EQ. 

-45.82 

TEMPLETON  PACIFIC  GROWTH  1 

-37.20 

VANGUARD  SP  GOLD  &  PREC.  MTLS. 

-45.70 

LEX.  CROSBY  SM.  CAP  ASIA  GRTH. 

-36.93 

FIDELITY  SELECT  AMERICAN  GOLD 

-45.69 

INVESCO  PACIFIC  BASIN 

-36.69 

VAN  ECK  GOLD/RESOURCES  A 

-45.45 

SCUDDER  PACIFIC  OPPORTUNITIES 

-36.39 

KEYSTONE  PREC.  MTLS.  HOLDINGS 

-45.32 

ALLIANCE  ALL-ASIA  INVESTMENT  B 

-36.13 

SCUDDER  GOLD 

-44.24 

FRONTIER  EQUITY 

-35.66 

Gold  funds 
turned  to 
lead  durinj 
1997.  And  I 
Asian  fund 
weren't  mil 
better 
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History  suggests 
even  the  loftiest 
organizations 
sometimes  have 
difficulty  sharing 
information. 


Tower  Of  Babel,  circa  2300  BC.  } 


Like  the  Tower  of  Babel,  history  has  shown 
that  when  organizations  try  to  communicate 
with  each  other,  it  can  often  lead  to  chaos  and 
confusion.  So  when  one  of  the  world's  leaders 
in  the  global  insurance  industry  decided  to 
link  its  operating 
units,  customers 
and  suppliers 
under  a  single 
network,  it  was  a 
lofty  undertaking 
indeed. 

But  thanks  to 
Control  Data,  it 
represents  the 
loftiest  example  to 
date  of  how  large 
enterprises  of 
every  scope  can 
share  information 
on  a  global  scale, 
with  tangible, 
bottom-line  results. 
Control  Data  is 
providing  the  mes- 
saging technology 
and  global  infra- 
structure that  will 
enable  insurance 
industry  participants 
to  communicate, 
trade  and  share 
information 


electronically,  while  protecting  and  leveraging 
investments  made  in  diverse  IT  systems. 

By  replacing  the  paper  -  and  cost-intensive 
methods  that  have  impeded  efficiency, 
service  and  profits,  Control  Data  is  helping 

the  insurance  industry 
,  handle  messages  and 

document  exchange 
with  unprecedented 
r^-  speed  and  efficiency. 

When  it  comes  to 
building  electronic 
infrastructure  - 
messaging,  directories, 
security,  information 
sharing  -  we  can 
handle  any  scale 
project.  And  with 
results  as  dramatic  as 
the  scope  of  the  job 
itself:  lowered  costs, 
increased  revenues, 
improved  quality  and 
increased  speed. 

We're  an  electronic 
commerce  systems 
integrator,  with  a 
series  of  IT  solutions 
we  call  Riaho.  And 
we  welcome  your  call: 
1-888-R1ALT04.  Or 
visit  us  on  the  Web: 
http://wv\fw.cdc.com. 


The   Integration    Company    (S^)  CONTROL  DATA 
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and  eventually  regretted  it,"  says  Cof- 
felt,  whose  fiind  is  in  Austin,  Tex.  "Some 
people  are  good  at  sizing  up  manage- 
ment, but  I'm  not."  Tlie  $27  million  fimd 
is  up  40.87%  so  far  this  year 

FBR  funds — part  of  Friedman,  Bil- 
lings, Ramsey  &  Co.,  an  Arlington  (Va.) 
investment  bank  specializing  in  finan- 
cial institutions — opened  for  business  at 
the  start  of  the  year,  and  had  three 
funds  in  the  top  50.  It  helps,  of  coui'se, 
that  two  are  financial  services  funds. 

Some  of  the  best  returns  came  fi'om 
those  who  challenge  the  conventional 
wisdom.  Clu-istian  Fehpe,  who  nms  the 
MFS  Massachusetts  Investors  Growth 
Stock  and  mfs  Strategic  Growth  ftuids, 
was  buying  Oracle  Coi-p.  stock  as  the 
Street  bailed  out.  "It's  a  great  company 
at  an  outstanding  price,"  says  Fehpe. 
"The  core  business  is  sound."  PortfoUo 
manager  Saul  J.  Pannell,  of  the  Hailford 
Capital  Appreciation  Fund,  is  a  fan  of 
unloved  Waste  Management  Inc.  "It's 
about  to  get  its  fourth  ceo  in  less  than  a 
year,"  says  Pannell.  "It  reminds  me  of 
AT&T.  The  company  has  gi'eat  assets, 
and  with  good  management,  the  stock 
could  really  run." 

DUMPING.  Thomas  M.  Maguii-e  of  Safeco 
Growth  No  Load  Fund,  up  45.08%,  also 
bucks  the  trend.  One  of  his  favorites  is 
Green  Tree  P"'inancial  Corp.,  even  though 
Wall  Street  has  been  dumping  it  be- 
cause of  its  accounting  policies.  But  with 
a  price-eamings  ratio  of  7,  Maguu'e  fig- 
ures it's  worth  the  risk.  If  the  account- 
ing gets  more  conservative,  he  says, 
near-temn  earnings  would  come  down, 
but  the  stock  benefits  in  the  long  run. 

Among  foreign  funds,  Lexington 
Ti-oika  Dialog  Russia  Fund,  up  55%-,  is 
the  standout.  Impres.sive,  yes — but  that's 


THE  BOND  FUND  LEADERS 

TAX-FREE  FUNDS 

TOTAL  RETURN* 

TOTAL  i 

AMERICAN  CENT.-BENHAM  TARGET  2025  29.04% 

EATON  VANCE  MUNICIPAL  BOND 

13 

AMERICAN  CENT.-BENHAM  TARGET  2020  2  7.58 

STRONG  HIGH-YIELD  MUNICIPAL  BOND 

H 

AMERICAN  CENT.-BENHAM  TARGET  2015  2  2.28 

EATON  VANCE  NATIONAL  MUNICIPALS  B 

11 

SUMMIT  HIGH-YIELD  RET.  17.48 

EV  MARATHON  HIGH-YIELD  MUNICIPALS 

11 

BAHERY  PARK  HIGH-YIELD  A  17.07 

NUVEEN  FLAGSHIP  GA  MUNICIPAL  BOND  A 

11 

DREYFUS  HIGH-YIELD  SECURITIES  16.56 

NUVEEN  FLAGSHIP  CO  MUNICIPAL  BOND  A 

1] 

AMERICAN  CENT.-BENHAM  TARGET  2010  16.42 

STRONG  MUNICIPAL  BOND 

1] 

INVESCO  HIGH-YIELD  16.29 

SCUDDER  HIGH-YIELD  TAX-FREE 

1] 

BUFFALO  HIGH-YIELD  16.03 

DEIAWARE-VOYAGEUR  TAX-FREE  CA  B 

11 

LEGG  MASON  HIGH-YIELD  PRIM.  15.79 

SAFECO  CA  TAX-FREE  INCOME  NO  LOAD 

ic 

AVERAGE  OF  1168  FUNDS  7.54 

AVERAGE  OF  1391  FUNDS 

"Appreciation  plus  reinvestment  ol  dividends  and  capital  gams  before  ta«es,  Jan  1  -Dec  12,  1997 


less  than  half  the  year-to-date  gain  it 
had  made  by  early  October.  Richard 
Hisey,  the  fund's  co-manager,  says  Rus- 
sia is  different  from  Asia.  In  Asia, 
"economies  ai"e  coming  out  of  a  long  pe- 
riod of  high  gi-owth,  while  the  Russian 
economy  has  been  contracting  and  is 
only  now  starting  to  grow,"  says  Hisey. 
Most  of  the  Moscow  gains  so  far  have 
been  in  telecommimications,  energy,  and 
utihties.  "Longer  term,  there's  an  en- 
tire economy  in  development,"  he  adds. 

The  emerging-markets  melee  ravaged 
some  bond  funds,  too.  Both  Fidelity 
New  Markets  Income  and  T.  Rowe 
Price  Emerging  Markets  Bond  Fund 
had  been  up  more  than  20%  for  the 
year  before  the  crash.  Returns  have 
since  been  halved.  John  H.  Carlson,  who 
runs  Fidelity  New  Markets  Income 
Fund,  says  he  is  looking  to  buy  from 
distressed  sellers.  "It's  not  the  end  of 


the  world,"  he  says.  "But  we've 
had  economies  as  large  as  Kore| 
trouble  either"  Asian  debt  will 
tractive,  notes  T.  Rowe  Price's 
Conehus,  "only  when  we're  conv 
reforms  are  forthcoming.  Maybe 
will  be  an  opportunity  next  year."| 

The  big  winners  among  bond 
were  four  zero-coupon  funds  rn 
American  Century  Benham.  Of 
the  fund  with  the  longest  mat] 
gained  29%.  Paying  no  cun'ent  in^ 
zeros  are  the  most  volatile  of  all 
gaining  the  most  when  rates  fa 
losing  the  most  when  rates  rise.l 
behind  them  are  high-yield  andl 
vertible  bond  funds,  which  behai 
least  as  much  hke  stocks  as  Uke  b| 

Investors  may  buy  bond  funds 
versify,  but  there's  no  sign  they've 
theu"  zest  for  zippier  equities. 

Bif  Jeffrey  M.  Ladei'mmi  hi  NevM 
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Betting  on  a  Solid  Year 

Bond  investors  wager  '98  inflation  will  stay  tame-making 


The  bond  market  isn't  known  for 
delivering  big  surprises.  But  in 
mid-December,  some  market 
mavens  were  caught  off  guard 
when  the  yiekl  on  the  benchmark  30- 
year  Ti'easury  bond  dipped  and  closed 
below  the  critical  6%  mark  for  the  fh'st 
time  since  January,  1996. 

That  psychologically  important  event 
capped  a  year  in  which  fixed-income 
investors  enjoyed  robust  returns, 
thanks  largely  to  worldvdde  disinfla- 
tion and  a  tighter  inventory  of  U.  S. 
Treasuiy  debt,  which  has  resulted  fi'om 
a  shrinking  budget  deficit.  For  the  fii'st 
time  since  Januaiy,  1994,  the  monthly 
flow  into  bond  funds  topped  $8  billion. 
Most  experts  expect  the  favorable  con- 
ditions to  persist  into  next  year.  So, 
although  bond-market  returns  in  1998 
may  fall  short  of  theu'  1997  levels,  man- 
agers are  generally  looking  for  another 
solid  year.  Moreover,  investors  worried 
about  stock-market  volatility  may  want 
to  allocate  more  of  their  portfolios  to 
bonds. 

Low  inflation,  of  course,  is  what  re- 
ally drives  bond-market  returns.  "And 
there's  gi'ovring  confidence  that  low  in- 
flation is  here  to  stay,"  says  Stuart  G. 
Hoffman,  chief  economist  at  pnc  Bank 
Corp.  Most  economists  expect  the  in- 
flation rate,  now  at  2.1%,  to  hover  be- 
tween 1.8%  and  2.5%  for  the  next  few 
years.  Declining  industrial  commodity 
prices,  the  lowest  gold  prices  since 
1985,  and  a  strong  dollar  all  point  to 
falling  inflation  and  attractive  bond  re- 
turns. What's  more,  fallout  from  the 
Asian  financial  crisis  could  slow  the 
U.  S.  economy. 

FORTRESS  AMERICA.  A  tighter  U.  S.  la- 
bor market  could  upset  that  forecast. 
"Domestic  forces  are  working  to  push 
interest  rates  up,  while  international 
forces  are  working  to  push  them 
down,"  says  Ian  A.  MacKinnon,  Van- 
guard's fixed-income  chief.  MacKinnon 
thinks  the  Federal  Reserve  Board  is 
more  likely  to  raise  interest  rates  than 
lower  them.  But  most  analysts  dis- 
agree; they  see  rates  trending  down. 
Many  fixed-income  managers  are 


looking  for  another  rally  next  year 
Bond  bull  Daniel  J.  Fuss,  man- 
aging partner  for  fixed  income 
at  Loomis  Sayles  &  Co.,  expects 
economic  gi'owth  to  decline  next 
year  by  1.5  percentage  points.  If 
that  happens,  yields  on  the  long 
bond  could  fall  to  5.25%  by  mid- 


June,  he  predicts.  "In 
a  slower  economy,  I 
want  to  be  in  long, 
call-protected,  and 
higher-quality-than- 
normal  bonds,"  he 
says.  William  H. 
Gross,  managing  di- 
rector of  Pacific  In- 
vestment Manage- 
ment Co.  (PIMCO),  who  has 
invested  30%  of  PiMCO's  .$112  billion 
portfolio  in  U.  S.  Treasury  bonds,  con- 
curs. U.  S.  Ti'easuries  are  "also  the  ve- 
hicle of  choice  for  foreign  investors," 
he  adds. 

Indeed,  compared  with  government 
issues  elsewhere  in  the  world,  U.  S. 
Treasuries  are  terrific  values.  Unlike 
the  U.  S.  long  bond,  which  carries  a 
yield  of  5.99%,  rates  on  German  and 
Japanese  long  bonds  are  5.4%  and 
1.6%,  respectively.  Of  course,  there  is 
always  a  chance  that  foreigners  will 
stop  buying  U.  S.  Ti-easuries,  but  it's 
not  likely.  "U.  S.  Treasuiies  are  seen  as 
a  safe  haven  from  the  Asian  currency 


crisis  and  the  un-  h 
certainty  over  [European  Mon 
Union],"  says  Kevin  M.  McCliip'' 
head  of  taxable  fixed  income  at 
fus  Corp.  In  addition,  he  says, 
purchase  of  U.  S.  Ti-easuries  is  p 
Japan's  solution  to  bailing  ou' 
banking  system." 

To  be  sure,  investors  don't  ha 
invest  in  long  bonds  to  profit 
Ti'easuries.  Paul  D.  Kaplan,  m; 
of  Vanguard's  Ginnie  Mae  fund, 
out  that  investments  in  two-year 
suries  are  yielding  a  return  of 
"You  can  still  get  pretty  big,  fat 


Mm 


★  U.S.  TREASURY  BONDS  They  are  the  "vehicle  of  choice  for  foreign  investors."  Compared  with 
government  issues  elsewhere  in  the  world,  U.S.  Treasuries  are  terrific  values,  with  the  long  bond  yielding  5.91 


ext  year  looks  like  it  s  going  to  be 
^  expensive  one  for  Bob  and  Jan. 

!o  why  would  Merrill  Lynch 
ecommend  investing  after-tax  money 
nan  IRA  in  1998? 


ave 

A 


BECAUSE  IT'S  A  ROTH  IRA. 
With  a  new  car,  a  new  house  and  a 
baby  on  the  way,  Bob  and  Jan  have 
to  make  smart,  long-term  financial 
;cisions.  Like  many  people,  they  will  have 
decide  between  the  new  Roth  IRA  or 
iditional  IRA. 

At  a  Merrill  Lynch  IRA  Workshop, 
Financial  Consultant  explained  that 
ntributing  after-tax  income  to  a 
)fh  IRA  would  allow  them  to  take 
eir  principal  and  its  earnings  free  of 
deral  income  tax  at  retirement. 

Although  it  means  giving  up  a 
iditional  IRA  tax  deduction  now,  in 
e  long  run,  it  could  allow  Bob  and  Jan 
^ave  more  money.  First-time  home 
iyers  may  even  use  a  Roth  IRA  to  help 
nd  their  purchase. 

Call  I-800-MERRILL,  ext.  2856  to  find  the 
A  Workshop  nearest  you.  A  Merrill  Lynch  Financial 
jnsultant  can  provide  you  with  a  free,  personalized 
A  analysis  that  can  help  you  decide  which  IRA  is 
;ht  for  you.  It  could  make  a  tremendous  difference 
the  quality  of  your  retirement. 

The  difference  is  Merrill  Lynch. 


or 


CaU  1-800-MERRILL,  ext.  2856 

www.plan.ml.com/zine/  tax/ 
for  your  fi"ee  brochuie:  Saving  for  Tomorrow  Just  Got  Easier. 


Merrill  Lynch 

'  icrce.  Fenner  &  Smith  Incorporated.  Member  SIPC. 
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at  the  short  end  of  the  yield  curve 
now,"  he  says.  Stick  to  short  maturities 
to  avoid  volatility,  Kaplan  advises. 

While  mortgage  securities  are  riski- 
er than  Treasuries,  investors  can  find 
good  values  in  agency  bonds  such  as 
Freddie  Macs  and  Fannie  Maes,  says 
Gross,  who  oversees  a  portfolio  \\ith  a 
huge  $60  billion  position  in  mortgages. 
They're  currently  yielding  a  healthy 
100  basis  points  over  Treasuiies.  Even 
if  interest  rates  fall.  Gross  isn't  worried 
about  prepayments.  That's  because  he's 
buying  lower-coupon  6.5%-to-7%  mort- 
gages and  betting  that  holders  won't 
bother  to  refinance  them. 

But  not  everyone  thinks  that's  such 
a  good  bet.  Dreyfus'  McClintock  notes 
that  prepayments  are  rising,  even 
though  mortgage  volume  typically  de- 
clines during  the  winter.  And  if  inter- 
est rates  fall  just  50  basis  points  below 
cun-ent  levels,  he  thinks  the  mortgage 
securities  market  could  perform  as 
poorly  as  it  did  in  1993.  Investors 
should  look  for  fimds  such  as  Smith 
Breeden  Intermediate  Duration  Gov- 
ernment and  Vanguard  gnma  that 
hedge  against  possible  surges  in 
refinancings. 

TOUGH  SEARCH.  Many  fixed-income  gu- 
rus think  that  munis  are  also  a  good 
buy.  "Municipals  are  cheap  and  clearly 
a  compelling  buying  opportunity,"  says 
David  W.  Baldt,  director  of  fixed  in- 
come at  Morgan  Grenfell  Capital  Man- 
agement Inc.  He  points  out  that  the 
ratio  of  the  yield  of  tax-free  AA  mu- 
nicipal bonds  to  that  of  Ti-easuries  cur- 
rently stands  at  an 
attractive  91%;  his- 
torically, it  has  been 
around  82%.  With 
Ti-easuries  yielding 
about  6%-  and  long- 
term  munis  at  5.4%-, 
the  aftertax  return 
on  Ti-easuries  is  low- 
er than  on  munis,  he 
adds.  Playing  the 
muni  market  can  be 
done  in  one  of  two 
ways:  by  buying  in- 
termediate or  long- 
term  municipal  bond 
funds,  such  as  Vanguard  Muni  Inter- 
mediate-term or  Excelsior  Long-term 
Tax-Exempt,  or  by  building  a  maturi- 
ty "ladder" 

It  has  been  tough  to  find  value  in 
corporates,  but  Jeffrey  Koch,  manager 
of  Strong  C'orporate  Bond  fund,  is  buy- 
ing higher-grade  junk  bonds  that  he 
expects  will  be  upgraded.  They  are 
found  mostly  in  sectors  that  are  un- 


Maria  Fiorini  Ramirez,  manager  of  the  MRF 
Global  High  Yield  Fund,  sees  a  brighter  side  to 
Asia's  crisis. 

ON  INFLATION  AND  THE  FED:  "The  deflationary 
impact  of  overcapacity  in  Asia  is  likely  to 
benefit  the  U.S.  With  some  currencies  deval- 
ued by  50%,  price  competitiveness  will  turn 
into  a  great  advantage  as 
[Asia]  tries  to  export  its 
way  out  of  a  contraction. 
Inflation  should  be  on  the 
back  burner.  The  Fed  can 
maintain  current  levels  of 
short-term  interest  rates." 

ON  DEMAND  FOR  U.S. 
TREASURIES:  "A  flight  to 
quality  has  left  investors 
disappointed  in  emerging 
markets.  Foreign  demand 
for  U.S.  Treasuries  is  high. 
In  December,  1995,  for- 


MARIA  FIORINI  RAMIREZ 

President,  Maria  Fiorini  Ramirez  Inc. 
a  global  economic  consulting  firm  ■ 


eigners  held  25%  of  U.S.  Treasuries;  at 
yearend  1997,  it  was  closer  to  40%." 

ON  INVESTMENT  STRATEGY:  "I  look  for  i 
tries  with  no  huge  debt  problems — muc 
Europe,  including  Greece.  I  also  like  Me) 
whose  economy  is  linked  to  ours.  The  PI 
pines  will  probably  sort  out  their  problei 
fast:  They  don't  have  the  debt  burden." 

ON  HER  CONCERNS:  f 

events  spin  out  of  coi 
and  Asian  countries  c 
repay  their  debt,  that 
put  economic  stress  ( 
people  and  cause  soc 
and  political  problem: 
[scenario]  hasn't  beei 
priced  into  the  marke 
the  extent  that  the  pi 
lems  spread  out,  they 
affect  our  economy,  n| 
kets,  and  companies.* 


"I  LOOK  FOR  COUNTRIES  WITH 
NO  HUGE  DERT  PRORLEMS " 
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dergoing  consohdation,  such  as  finance 
and  media. 

As  for  high-yield  bonds,  investors 
who  buy  individual  issues  need  to  cher- 
ry-pick. For  the  most  part,  the  yields 
on  junk  and  other  lower-quaUty  bonds 
have  not  been  high  enough  to  compen- 
sate for  the  risk,  experts  say.  But 
Stephen  F.  Esser,  high-yield  manager 
at  Miller  Anderson  &  Sherrerd  LLP,  a 
unit  of  Morgan  Stan- 
ley, Dean  Witter,  Dis- 
cover &  Co.,  argues 
that  "while  yield 
spreads  are  naiTower 
than  they  have  been, 
they  are  still  more 
than  you  need  [in 
case  of]  default."  Es- 
ser especially  likes 
telecommunications 
issues  because  of  the 
freedom  that  compa- 
nies now  have  to 
compete  with  local 
Baby  Bells.  And  he 
recommends  cable-television  debt,  be- 
cause cable  companies  are  now  able  to 
provide  Internet  access  as  well  as  tv 
service. 

The  turmoil  in  the  Asian  markets 
has  opened  up  ti-emendous  opportuni- 
ties in  emerging-market  debt  for  in- 
vestors with  strong  stomachs.  "With 
news  changing  houi"  to  hour,  the  entry 
point  is  critical,"  says  Gross.  He  likes 


Mexico  and  Ai-gentina.  The  lattej 
cently  became  the  fii'st  emerging! 
ket  nation  to  issue  U.  S.-dollar-de^ 
nated  debt  since  the  global  fins 
crisis  began  in  late  October  Tlv 
gentine  government  offered  an  , 
with  a  new  stnactui'e,  which  shoulcp 
ster  investor  confidence  in  the  e 
ing  markets. 

HIT  PARADE.  Morris  W.  Offit,  of  i 
bank,  a  New  York  private  bank|£ 
money  manager,  is  aggi'essively » 
ing  Brazilian  sovereign  paper.  I 
spread  opened  up  to  about  600  tf^ 
basis  points,  making  it  a  market 
real  value,"  says  Offit. 

Local  Russian  paper  led  the  hi 
rade  in  1997,  with  total  returns  of 
"It's  hkely  that  1998  will  be  even 
ter,"  predicts  Lincoln  Rathnam,  i 
dent  of  Boston's  Schooner  ] 
Management,  an  emerging-m« 
fixed-income  firm.  He  also 
Venezuela,  which  expects  to  booi 
pi'oduction  from  3  million  to  7  ni 
barrels  a  day. 

With  all  the  tumult  in  global 
markets,  many  bond  gums — like, 
Dektar,  a  portfolio  manager  at  £| 
Breeden  Associates — tliink  that  in 
"bonds  will  get  back  on  people's 
screens."  Amid  the  low  inflatiori 
sohd  real  returns,  it  looks  as  tl^ 
bonds  are  well  on  then-  way  to  b(»i 
ing  a  choice  investment  in  1998. 
By  Toddi  Gutner  in  New 
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REITs  Come  of  Age 


The  days  of  20%  returns  are  over,  but  there's  more  variety  now-and  some  bargains,  iii 


It  took  30  years  to  catch  on.  But  to- 
day, few  investment  vehicles  are 
gi-owing  as  fast  as  the  real  estate  in- 
vestment tiTist.  Over  the  past  two 
years  alone,  hungry  investors  have 
bought  $58  billion  of  newly  issued  stock 
to  help  REITs  buy  evciything  from  office 
complexes  to  car  dealerships  to  pris- 
ons. Flush  with  cash  and  boasting  ever- 
increasing  stock  prices,  reits  also  have 
gone  big-game  hunting:  Samuel  Zell's 
three  largest  reits  have  made  some  $9 
billion  in  acquisitions  in  1997.  And  Stai'- 
wood  Lodging  Tinst  floored  the  hotel 
industiy  with  its  recent,  successful  $13.8 
billion  bid  for  itt  Corp. 

The  deals  should  continue  right 


through  1998.  But  the  rapidly  re- 
bounding real  estate  market  that 
pushed  the  National  Association  of  Real 
Estate  Investment  Ti-usts  (nareit)  in- 
dex of  REITS  up  a  cumulative  55%  in 
the  past  two  years  is  fast  approaching 
maturity.  Deals  will  offer  smaller  up- 
sides for  the  200  public  reits  that  dot 
the  landscape.  For  investors,  this 
means  the  years  of  returns  greater 
than  20%  may  be  over. 

But  in  today's  increasingly  volatile 
stock  market,  reits  still  offer  a  com- 
pelling alternative.  In  exchange  for  their 
tax-free  status,  reits  have  to  pay  out 
95%  of  their  taxable  income  in  dividends. 
That  results  in  average  yields  of  5.8%. 


And  wliile  profit  gi'owth  will  sll 
1998  as  competition  drives  up  the] 
of  real  estate,  rent  increases  an 
expected  to  drive  cash-flow  gro 
9%  in  1998,  delivering  total  ret 
the  mid-teens.  "Compared  to  the 
market,  reits  are  a  better  deall' 
they  were  a  year  ago,"  says  R 
Piatt,  head  of  real  estate  funds  at 
gan  Stanley,  Dean  Witter,  Disco) 
Co.  "They  should  outperfoiTn  the 
SECTOR  BETS.  But  the  art  of  g( 
respectable  retiuTis  relies  on  pickir 
right  basket  of  reits.  Most  major 
erty  sectors — including  the  favori' 
the  past  two  yeai's,  offices  and  hoi 
are  rapidly  approaching  equilibriuii 
investors  ai'e  plowing  into  naiTowei] 
sectors.  Among  the  few  ol 
plays:  downtown  office  spi 
cities  such  as  New  York,  Bi 
and  Chicago.  Kenneth  G.  Hi 
manager  of  the  high-flyin 
Realty  Fund,  which  has  gen( 
top  returns  by  making  huge 
bets,  figures  that  S.  L.  Green 
ty,  a  big  player  in  New  York 
ment  district,  will  do  well.  Hei 
also  likes  Prime  Realty,  a  co: 
with  a  similar  role  in  Chicago'^ 
ond-class  office  districts. 

As  for  last  year's  hottest  si 
hotels,  Heebner  is  among  thos 
ai-e  starting  to  steer  clear  of  i| 
has  dropped  the  hotel  portion 
portfolio  from  50%  to  15%.  Ov| 
velopment  has  already  hit  the  li: 
mid-price  sector.  And  costly  lux 
tels  may  not  be  as  protected  as 
believe,  since  old  buildings  in  r 
cities  are  being  converted  into  h 
One  investment  still  worth  buyi 
Stamood,  which  has  averaged  80' 
nual  returns  for  the  past  three 
Its  acquisition  of  Westin  and  iTT-!j 
aton  gives  it  the  potential  to  ex-p; 
temationally  at  a  time  when  the 
market  is  slowing  down.  Uncertj 
about  the  deal  has  driven  dowr| 
price  of  Starwood  shares,  makini 
stock  "extremely  attractive,"  li" 
American  Funds'  Kim  Redding. 
Investors  also  are  becoming  iii 


*  AGGRESSIVE  High-flying  acquirers  such  as  Vornado,  Crescent,  and  Starwood.  MODERATE  Superreg 
office  REIT  players  like  Spieker  Properties.  *  CONSERVATIVE  Less  cyclical  apartment  and  health-care  RE 
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selective  about 
regions.  California 
seems  the  best 
bet.  The  quality 
act  in  the  office 
sector  is  Spieker 
Properties,  based 
in  Menlo  Park. 
Spieker  is  selling 
at  a  28%  premium 
to  the  net  value  of 
its  assets.  It  is  one 
of  the  most  expe- 
rienced developers 
in  California.  Two 
Southern  Califor- 
nia favorites  are 
land  developer 
Donald  Bren's 
Ir-vine  Apaitments 
and  Kih'oy  Realty, 
a  rising  office  REIT 
and  likely  take- 
over candidate. 

With  acquisi- 
tion opportunities 
narrowing,  sever- 
al REIT  mutual 
funds  are  looking  beyond  reits  and 
buying  developers  instead.  In  Cahfor- 
nia,  Catellus  Development  Co.,  a  pub- 
licly traded  real  estate  operating  com- 
pany, owns  the  biggest  lots  of 
undeveloped  land  in  Silicon  Valley, 
downtown  L.  A.,  and  San  Francisco. 
Cleveland-based  Forest  City  Enter- 
prises Inc.,  a  closely  held  company,  fig- 
ures it  owns  $2.6  billion's  worth  of 
malls  and  office  towers.  "These  com- 
panies are  the  owners  of  tomon"ow's 
prize  assets,"  says  Stan  Ross  of  real 
estate  consultant  e&y 
Kenneth  Leventhal 
Real  Estate  Group. 
PRIME  SPACE.  With  un- 
dervalued real  estate 
becoming  scarcer,  the 
REITS  to  screen  for 
have  opportunities  to 
boost  rents  by  reno- 
vating and  reposition- 
ing properties  they  al- 
ready own.  One  with  a 
high  multiple  that  is 
still  worth  a  look  is 
Steven  Roth's  Vorna- 
do.  It  has  delivered 
over  50%  returns  in 
the  past  two  years. 
Vomado  was  the  fii'st 
REIT  to  plunge  into  the 
New  York  office  sectoi' 
by  buying  more  than 
$1  billion's  worth  of 
properties  in  1997,  in- 


Martin  Cohen,  president  of  Cohen  &  Steers 
Capital  Management  is  the  largest  investor  in 
REITs  by  far  In  addition  to  his  $3.3  billion- 
asset  flagship  fund,  Cohen  &  Steers  Realty 
Shares,  he  has  just  launched  two  new  funds, 
one  growth  oriented,  one  focused  on  yield. 

ON  THE  REIT  RISE  "It  is  not  over,  and  it  is 
not  going  to  be.  For  the  first  time,  pension 
funds,  financial  institutions,  and 
families  that  owned  real  estate 
directly  are  swapping  their  direct 
holdings  for  shares  of  REITs. 
That  shift  is  still  accelerating," 

ON  THE  OUTLOOK  FOR  1998  We 

have  had  extraordinary  returns  as 
the  market  has  adjusted  to  a 
new  world  of  professionally  man- 
aged real  estate  companies.  Now, 


we  will  revert  to  predictable  returns  in  the 
midteens.  We  are  confident  for  1998  and 
1999." 

ON  DEVELOPMENT  "Other  than  in  Las  Vegas, 
I  don't  see  things  coming  out  of  the  ground 
that  don't  make  sense." 

ON  HIS  NEW  FUNDS  "The  REIT  market  is  now 
big  enough  for  a  range  of  strate- 
gies. Our  main  fund  is  not  always 
the  top  performer  because  it  is 
conservative.  With  our  [more  ag- 
gressive] Special  Equity  fund,  we 
will  focus  on  capital  appreciation. 
We  started  Equity  Income  because 
we  are  excited  by  the  shortage  of 
yield  in  today's  world.  REITs  are 
high-yielding  relative  to  any  other 
instrument." 


"WE  WILL  REVERT  TO  PREDICTABLE 
RETURNS  IN  THE  HIGH  TEENS " 


flowing  bee 
private  ovln 
like  Mendill 
increasingly 
ping  their  I 
ings  for  opei 
partnership 
in  REITS, 
value-cons 
managers 
cusing  inste; 
emerging  le; 
or  weak  coj 
nies  that  coi 
acquired.  Mi 
Stanley's 
likes  CarrA] 
ca  Realty, 
East  Coast 
building  oi;| 
that  is  tradi  5 
only  a  15%  p  , 
um  to  net 
value.  Seven 
alysts  are  be; 
that  Atlanta 
recover  froi. 


eluding  the  holdings  of  old-time  New 
York  developer  Bemie  Mendik.  With  a 
lock  on  over  a  third  of  the  buildings 
surrounding  Madison  Square  Garden, 
Roth  plans  to  transfonn  the  entire  ai'ea 
by  upgrading  the  office  spaces  and 
adding  entertainment  and  retail  dis- 
tricts. Because  he  also  holds  all  the  old 
Alexander  depailment-store  sites.  Roth 
is  sitting  on  some  of  the  best  prime  re- 
tail redevelopment  space  in  the  city. 

For  blue-chip  players  such  as  Vor- 
n  a  d  0  and  Starwood,  deals  will  keep 


HOT  PROPERTIES 


post-Oiyn 
hangover,  buying  depressed  apart 
REITS  such  as  Gables  Residentialiii 
Post  Properties. 

Few  are  willing  to  plow  thri 
the  paperwork  needed  to  learn  a  s, 
REITS  or  have  the  stomach  for 
risk  of  picking  them.  With  most  I 


•PRICE 

PRICE/1998 
CASH  FLOW 

APARTMENT  INVESTMENT  &  MANAGEMENT 

Ambitious  acquirers  in  apartments 

35'/8 

11 

CARRAMERICA  Emerging  national  player  in 
office  REITs 

30/8 

12 

CATELLUS  Major  landowner  and  developer 
in  California 

18% 

23 

FOREST  CITY  Developing  big  plots  of  land  for 
large-scale  urban  projects 

57/2 

7 

POST  PROPERTIES  The  class  REIT  act  in  the 
depressed  Atlanta  apartment  market 

38"/» 

11 

SPIEKER  PROPERTIES  REIT  leader  in  red-hot 
California  office  market 

14 

STARWOOD  LODGING  TRUST  Uncertain  ITT/Sheraton 
deal  dragging  down  the  price  of  high-flying  hotel  REIT 

52/4 

11 

•AS  OF  DEC  15 

DATA  FIRST  CALL  CORP 
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focused  on  a  single  region,  it  11*; 
sential  to  buy  a  score  of  them  t( 
diversity.  For  many,  the  best  wiJt 
invest  might  be  a  REIT  mutual 
As  REITS  have  proliferated,  so  ha 
number  of  reit  mutual  funds 

are  now  funds  aij  , 
the  risk-reward  f 
trum  that  have 
vided      consisttlj  \, 
high  returns  for 
past  three  years 

Still,  too  manjjp,., 
vestors  may 
come  into  the 
market  in  recent  3r  t  „|,(, 
overlooking  the 
that  as  REITS  be 
more  like  stocks, 
will  also  carry  Ij, 
more    in  line 
stocks.  The  new  b 
of  growth-oriel 
REITS  spawned  di 
the  bull  market 
yet  to  deal  with| 
possibility  of  a  res 
tate  bear  market. 

By  Kathleen  Mf 
in  Los  Angeles 


mm 


«n  to  1 


a"  it. : 
ale: 

■?nt  it  t 


the 


PfilCEl 


&.er| 

-A  ti 

-■■ix : 

m  \ 


■nte 


154  BUSINESS  WEEK  /  DECEMBER  29,  1997 


THE  INVESTMENT  SPECTRUM 


COMMODITIES 


Bushel  Basket  of  Woes 


ost  investors,  there'll  be  no  hiding  from  weakened  demand  and  lower  prices 


loil  in  Asia  is  making  a 
ket  case  of  commodities 
•kets.  While  the  largest 
»  of  the  century  might 
f  help  prices  in 
irkets,  it's 
overshad- 
y  a  slow- 
the  fastest- 
r  region  of 
Id.  With  bad 
preading  to 
jer  economies 
a,  Japan,  and 
verything  from 
;o  com  to  crude 
weaker  demand 
/er  prices.  And 
e  traditional  ref- 
times  of  crisis? 
about  it.  Low  inflation 
Uion  sales  by  central 
•ould  keep  gold  in  a  free  fall 
3  sent  it  to  its  lowest  level  in 

5. 

isn't  the  only  metal  melting 
.ndustrial  metals,  particularly 
3ed  extensively  in  construction 

copper  and  zinc,  are  weak  as 
Ve'i'e  generally  avoiding  all  of 
says  Derek  Van  Eck,  manager 
Van  Eck  Global  Hard  Assets 
or  the  past  decade.  Southeast 
as  been  the  fastest-growing 

of  new  demand  for  metals, 
mks  failing  and  infi'astructure 
s  being  shelved  throughout 
:hat  demand  has  dried  up 
ht.  Compounding  the  problem, 
)per  mines  are  opening  in  Chile 
ionesia.  Lower  demand  and  ris- 
ply  should  prevent  copper  from 

from  its  thi'ee-year  low  of  79(2 
md. 

PRICE.  Oil  faces  the  same  dis- 
ospect.  Ann  Louise  Hittle  of 
dge  Energy  Research  expects 
iemand  to  grow  2.1%  in  1998, 
•om  2.3%  in  '97.  Meanwhile,  oil 
tion  is  expected  to  increase 
4%  next  year.  There's  also  the 
lity  that  the  U.  N.  Security 
will  allow  Iraq  to  increase  its 
)rts  in  coming  months.  With  lit- 
3SS  supply  in  the  market  right 
Dwever,  most  energy  analysts 
he  price  of  crude,  down  26%' 


tlu'ough  Dec.  9,  won't  di'op  much  below 
$18  a  barrel.  But  it  probably  won't 
rise  much  either. 

Natural  gas  prices  could  be  more 
volatile  this  winter.  If  El  Nino — the 
giant  current  of  warm  water  off 
Peru — plays  out  as  expected,  the  cool 
autumn  experienced  in  North  America 
should  be  followed  by  a  mild  winter. 
That  would  be  bearish  for  natural- 
gas  prices,  which  are  currently 
down  40%  from  an  all-time  high  of 
$3.75  per  thousand  cubic  feet  last 
October.  It  would  have  to  be  a  very 
unusual  El  Nino — or  a  cold  winter  to 

EL  NINO  MAY  LIFT 
SOYBEANS... 


spark  gas  prices  this  year. 

Agricultural  commodities 
are  likely  to  be  buffeted  by 
cross-currents  in  1998.  They 
probably  will  experience  a 
dampening  of  demand  from 
Asia.  But  world  gi'ain  supplies 
are  tight.  Were  it 
not    for  bumper 
crops  in  the  U.  S., 
soybean  and  corn 
prices  would  be  up 
more  than  the  28% 
and  11%',  respective- 
ly, that  they  were  in 
1997. 

Nifio  is  expected  to 
too  much  rain  for 
crops  in  North  America  and 
too  little  to  Asia.  Cocoa,  cof- 
fee, and  sugar  supplies  also 
are  tight,  and  prices  could 
jump  on  bad  weather  news.  Coffee 
gi'owers,  for  example,  are  talking  again 
about  damage  to  crops  from  high 
winds.  But  they  did  that  last  year, 
causing  prices  to  more  than  double 
before  they  started  shipping  beans  ag- 
gi'essively.  MenUl  Lynch  &  Co.  analyst 
Judith  Gaines  says  prices  may  rise 
again  this  year  on  bad  weather  news, 
but  not  as  dramatically  as  the  150%' 
gain  in  1997. 

If  you're  into  coffee  futures,  maybe 
you'll  be  able  to  smile  by  the  time 
1998  is  over.  But  in  a  year  marked  by 
Asian  turmoil,  most  commodity  in- 
vestors will  have  a  hard  time  staying 
out  of  the  red. 

By  Andrew  Osterland  in  Chicago 

...BUT  ASIA  IS 
PIMMELING  COPPER 
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Forget  Picasso.  Try  Oursler, 
Goldin,  Gursky,  and  Messager 

Prices  of  top  artworks  are  sky-high,  but  there  are  plenty  of  buys  out  there 


It's  first  thing  in  the  morning  one 
day  in  early  December  and  Ronald 
A.  Lauder,  chairman  and  ceo  of 
Estee  Lauder  International  and 
one  of  the  world's  most  prominent  art 
collectors,  is  looking  at  new  purchases. 
His  staff  has  been  up  since  the  wee 
hours,  New  York  time,  to  bid  remote- 
ly in  a  Sotheby's  Holdings  Inc.  auc- 
tion at  10:80  a.m.  in  London.  To  Laud- 
er's surprise,  they  only  purchased  one 
of  the  five  pieces  they  had  planned  to 
buy.  "The  others  went  for  three  or 
four  times  the  estimates.  This  is  in- 
dicative of  what  I  see  happening 
in  the  art  market  generally."  Lauder 
says. 

Indeed,  the  art  market  is  getting 
downright  treacherous.  Huge  volumes 


of  cash  are  pouring  in  as  the  newly 
rich  from  the  stock  market  and  re- 
structiuing  booms  in  the  U.  S.  and  Eu- 
rope turn  to  collecting.  This  market  is 
nothing  like  the  wild,  speculative  fi'en- 
zy  fueled  mainly  by  Japanese  buyers  at 
the  end  of  the  1980s.  "The  market  is 
very  selective,"  says  Christopher 
Burge,  chairman  of  Christie's  Inc. 
"There's  absolutely  no  speculative  buy- 
ing." Still,  longtime  collectors  are  be- 
coming very  wary.  Says  Boston  fi- 
nancier Thomas  H.  Lee,  "We  were 
bidding  but  we  didn't  buy  anything" 
at  the  fall  Sotheby's  and  Christie's  auc- 
tions in  New  York. 

Many  new  collectors  coming  into  the 
market  in  the  last  five  years  also  show 
caution,  buying  only  with  the  counsel 
of  professional  advisers. 
"This  is  a  market  in 
which  it  really  pays  to 
know  what  you're  doing," 
says  David  Nash,  a  for- 
mer Sotheby's  honcho 
and  now  a  New  York- 
based  art  dealer.  That's 
one  reason  seasoned  deal- 
ers were  doing  a  lot  of 
the  buying.  Robert 
Mnucliin  snapped  up  a  de 
Kooning  for  $4.2  million. 

The  best  pieces  are 
hitting  spectaculai',  1980s 
levels  simply  because 
there  aren't  enough  top- 
notch  works  to  meet  de- 
mand. Le  reve,  Pablo  Pi- 
casso's exquisite  1932 
portrait  of  his  mistress 
Marie-Therese  Walter, 
nfiuiiially  pui'chascd  for 


Collector  Lauder  must  bid 
against  newly  rich  entrants 
who  are  inflating  prices  for 
works  by  Picasso,  Cezanne, 
Derain,  Braque,  and  other 
top-tier  artists 


$7,000  in  1941,  fetched  $48 
million  at  a  Christie's  New 
York  auction  in  November 
The  secretive  Lauder 
won't  talk  about  his  pur- 
chases, but  he  and  his 
brother  Leonard  are  be- 
lieved to  have  paid  $24 
million  for  Femme  assise 
dans  un  faideuil  (Eva),  a 
1913  Picasso  poiti-ait  of  an- 
other of  his  mistresses,  at 
the  same  auction.  Dealers 
and  collectors  say  Ronald 
Lauder  also  bought  one  of 
Paul  Cezanne's  last  still- 
lifes  thi"ough  a  dealer  foi- 
about  $35  million  earliei' 
this  year. 

OVERRATED.  The  heated 
competition  between  the 
auction  houses  is  adding 
to  the  market's  riskiness 
because  it  can  lead  them 
to  overestimate  the  value 
of  works.  That  was  the 
case  at  a  Sotheby's  auc- 
tion of  the  collection  of 
Evelyn  Sharp  in  New 
York  in  November.  Some  of  tie'i 
paintings  had  to  be  hammere(td(  - 
at  as  much  as  20%  below  the  m(ari 
estimate,  and  five  didn't  sell  at  i  : 
on  the  other  hand,  at  a  Christie  ; 
tion  of  Impressionist  and  moden!pa 
ings  in  New  York  in  November,  So? 
money  manager  and  longtime  c|ef 
Scott  M.  Black  thought  he  sawro 
by  such  well-known  artists  as^ji 
Derain  and  Georges  Braque  gcif 
way  more  than  they  were  »oi 
"There  were  a  lot  of  paintings  11 1 
four,  five,  or  six  on  \>^^ 
of  ten  going  for  mJi' 
That  doesn't  make  !p; 
Black  says. 

Collectors,  howeve''f" 
small  ones,  shouldn't  (pp 
Picky  buyers  like  Blal  i 
are  able  to  find  sonfb 
gains.  This  fall  he  bogh 
1917  cubist  work  by  Flfni 
Leger  and  a  color-fielc|ai 
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Frank  Stella,  both  at  under  auc- 
use  estimates,  he  says.  Black's 
ch  is  a  good  one:  Have  long- 
oals  for  building  a  collection  and 
buy  works  that  are  a  bit  out  of 
)ecorative  art  like  Impressionism 
ling  well — one  Renoir  nude 
1  an  incredible  $21  million.  But, 
Slack,  "difficult  art  like  cubist 
gs  isn't." 

?e  contends  that  prices  in  the 
iddle  segment  of  the  art  market 
•tually  kind  of  weak."  And  there 
enty  of  out-of-favor  areas  in 
small  collectors  can  get  beautiful 

for  a  song.  For  instance,  the 
ister  painting  market  is  just 
ig  to  come  out  of  a  four-year 
but  prices  haven't  much  appre- 

yet.  Old-master  prints  are 
y  out  of  fashion,"  Burge  says, 
<cellent  works  can  be  had  for 
le  as  several  hundred  thousand 


PRICEY  TRI 

Picasso's  1932  portrait, 
Le  reve  (left),  fetciied  $48 
million;  Renoir's  nude  went 
for  $21  million;  and  de  Koon- 
ing's Two  Standing  Women 
(top),  a  mere  $4.2  million 


Even  Ronald  Lauder  collects  tiu-n-of- 
the-century  Austrian  objects  such  as 
silverware  and  vases  that  are  well 
within  the  i-each  of  the  average  buyer. 
"Absolutely  exquisite  pieces  come  up 
for  under  $1,000,"  he  says.  Lauder,  who 
is  chairman  of  New  York's  Museum  of 
Modern  Art,  also  sees  major  opportu- 
nities in  underappreciated  European 
paintings  by  artists  working  between 
1930  and  1980.  He  recommends  that 
asjMring  collectors  study  up  on  artists 
they  Hke.  "In  a  Sunday  of  research  you 
can  know  your  artist  backwards  and 
forwards,"  he  says. 

Asian  art  is  another  promising  area 
to  focus  on  right  now.  As  with  the  rest 
of  the  market,  the  very  best  works 
command  astronomical  sums.  For  in- 
stance, a  rare  imderglazed  Chinese  vase 
sold  for  $2.9  million  at  a  Chiistie's  auc- 
tion in  Hong  Kong  in  November,  a 
recoi-d  for  a  Chinese  ceramic.  But  the 
Asian  financial  crisis  is  creating  many 


bargains.  The  average  price 
of  Chinese  ceramics  has 
dropped  around  15%  in  re- 
cent months,  notes  Philip 
Ng,  Christie's  managing  di- 
I'eetor  for  Asia.  Oil  paint- 
ings by  young  Chinese 
painters  also  seem  likely  to 
L^ain  in  value  as  China 
^l  ows  wealthier  and  more 
(  liinese  start  collecting.  One 
place  to  explore  is  a  show  of 
contemporary  Chinese  art 
planned  at  New  York's 
Guggenheim  Museum  for 
early  1998.  Christie's  also 
plans  a  sale  in  Hong  Kong 
next  May,  with  works  priced 
as  low  as  .$2,000  or  so. 
DUNG  &  OIL?  Indeed,  the 
adventiu'ous  can  always  find 
deals  in  contemporary  art. 
Check  out  artists  featured 
at  recent  major  art  shows, 
such  as  Documenta  in  Kas- 
sel,  GeiTnany,  the  Venice  Bi- 
ennale,  and  the  Whitney  Bi- 
ennial in  New  York,  as  well 
as  an  annual  assessment  of 
the  top  world  artists  by  the 
German  magazine  Capital. 
One  good  bet  is  American 
video  artist  Tony  Oursler, 
who  was  at  both  Venice  and 
Docimienta  and  is  one  of  the 
hottest  artists  on  the  Capi- 
tal list.  Other  Capital  picks 
include  photogi'aphers  Nan 
Goldin  from  the  U.  S.,  Ger- 
man's Andreas  Gursky,  and 
French  installation-artist 
Annette  Messager. 

Britain's  often  shocking 
contemporary  art  is  ar- 
guably the  hottest  in  the 
world  right  now.  The  prestigious  Tate 
Gallery,  for  instance,  just  bought  its 
first  work  by  Chins  Ofili,  a  young  black 
artist  who  covers  his  large  canvases 
with  a  mixture  of  paint  and  elephant 
dung.  Sculptors  Jake  and  Dinos  Chap- 
man, who  do  lifelike  figures  of  chil- 
dren with  weird  mutations,  number 
among  the  British  artists  getting  a 
boost  from  the  controversial  Sensa- 
tion show  at  the  Royal  Academy  of 
Arts  in  London.  Works  by  Ofili  and 
the  Chapmans  go  for  under  $25,000 
and  are  handled  by  London's  Victoria 
Miro  Gallery. 

If  you  can  get  your  hands  on  one, 
that  is.  Victoria  Miro,  the  gallery's  own- 
er, says  there  are  long  waiting  lists  to 
buy  their  work.  And  in  today's  risky 
art  market  that's  a  signal  to  do  what 
the  Landers,  Blacks,  and  other  big  col- 
lectors are  doing:  Think  twice  before 
you  buy. 

By  Thane  Peterson  in  Frankfuii 
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U.S.  EARNINGS  OUTLOOK 


jeping  Score  is  Getting  Trickier 

q)ected  earnings  slowdown  makes  picking  winners  tougher  than  last  year 


iftts  will  grow  more  slowly  in 
198.  Earnings  for  the  Standard 
Pooi-'s  500  should  rise  by  6%  in 
•98,  down  from  the  11%  expect- 
97.  That  will  make  picking  po- 
innei's  fai*  haitler  than  last  yeai". 
SINESS  week's  Investment  Out- 
reboard  should  be  more  useftil 
sr.  Standard  &  Poor's  Compu- 
)vides  a  variety  of  historical 
d  performance  ratios  on  900 
es,  from  book  value  to  dividend 
B/E/S  International  Inc.,  a  Pri- 
mpany,  gives  u.s  the  1997  and 
mings  estimates,  based  on  its 
)f  3,298  analysts, 
ata  can  help  you  in  a  variety  of 
.  depends  on  what  you're  look- 
Earnings  growth?  Underval- 
ipanies?  Companies  that  pay  a 
ndend?  We  have  provided  six 
eens  that  slice  up  the  informa- 
different  investment  criteria. 
■  of  the  projected  slowdown  in 
this  year's  tables  put  more  em- 
m  earnings  growth.  We've  also 
d  the  earnings  growth  tables 
market  value  of  the  companies 
(the  company's  share  price 
ed  by  the  number  of  shares  it 
standing). 

ER  TARGET?  Among  the  lai'gest 
Tipanies,  with  a  mai'ket  value  of 
>n  or  more,  aerospace  and  de- 
iant  Boeing  Co.  jumps  out.  It 
ke  an  eamings-gi'owth  winner 
the  warning  the  company  is- 
Dec.  8  that,  because  of  the  on- 
nancial  crisis  in  Asia,  airlines 
may  delay  taking  deUveiy  of  up 
oeing  jetliners.  It  appears  still 
!  aerospace  company's  earnings 
TOW  from  $0.73  per  share  to 
er  share  in  1998 — a  236%  in- 
n  earnings  per  shai'e.  Earnings 
have  been  reduced  by  charges 
by  production  delays.  So  in  fact, 
^  recent  problems  could  present 
-buying  opportunity, 
^n  State  Bancorp  is  an  intrigii- 
sibility  among  companies  with  a 
capitalization  of  at  least  $1  bil- 
t  less  than  $5  billion.  Earnings 
^aUfomia-based  savings  and  loan 
increase  from  $0.62  to  $1.78,  a 
ise,  in  1998.  Golden  State  Ban- 
s  also  been  acquiring  other  Cal- 


ifornia s&Ls.  Given  the  recent  consoli- 
dations in  the  banking  and  thrift  in- 
dustries. Golden  State  could  find  itself  a 
takeover  target  in  the  near  future.  If 
that  happens,  the  stock  price  could 
I'eally  take  off. 

In  the  small-cap  category,  where 
market  values  are  less  than  $1  billion, 
Dominick's  Supermai'kets  Inc.  could  be 
a  winner  with  earnings  expected  to 
rise  94%  in  1998.  The  Chicago-ai'ea  gro- 
cery chain's  earnings  growth  in  1998 
will  be  helped  by  a  $61  milhon  aftertax 
charge  taken  in  1997  as  the  company 


converts  17  Omni  discount  supeimar- 
kets  over-  to  Dominick's  Fresh  Stores,  a 
move  that  is  likely  to  increase  earn- 
ings in  1998  and  beyond. 

Another  possible  strategy  for  in- 
vestors is  to  look  for  companies  with 
low  price-earnings  ratios  and  that  have 
improving  earnings  prospects.  Stocks 
with  low  p-e  ratios  often  reflect  past 
bad  news,  and  Green  Ti-ee  Financial 
Corp.  is  a  good  example.  Best  known 
for  financing  manufactured  homes,  the 
St.  Paul  (Minn.)-based  company's  stock 
dropped  from  over  $40  per  share  to 


INDUSTRY  GROUP  WINNERS  AND  LOSERS 


1997'S  WINNERS... 

I        1998'S  WINNERS...  1 

EARNINGS  CHANGE 
FROM  1996 

EST.  EARNINGS  CHANGE 
FROM  1997 

POLLUTION  CONTROL 

481% 

PAPER  CONTAINERS 

209% 

TIRE  &  RUBBER 

224 

FOREST  PRODUCTS 

110 

FOOD  DISTRIBUTION 

152 

PAPER 

108 

AUTO  PARTS 

148 

COMPUTER  SOFTWARE/SERVICES 

69 

BUSINESS  MACHINES  &  SERVICES  135 

ALUMINUM 

68 

MACHINE  &  HAND  TOOLS 

98 

COMPUTERS  &  PERIPHERALS 

43 

BUILDING  MATERIALS 

96 

TELECOMMUNICATIONS 

42 

PRINTING  &  ADVERTISING 

91 

PETROLEUM  SERVICES 

42 

AIRLINES 

79 

STEEL 

41 

COMPUTERS  &  PERIPHERALS 

76 

AUTO  PARTS 

39 

R      ...AND  LAGGARDS 

I        ...AND  LAGGARDS 

EARNINGS  CHANGE 
FROM  1996 

EST.  EARNINGS  CHANGE 
FROM  1997 

PAPER  CONTAINERS 

-67% 

NONFERROUS  METALS 

-10% 

PAPER 

-37 

CHEMICALS 

+7 

CONSTRUCTION  &  ENGINEERING 

-21 

ELECTRIC  UTILITIES 

+7 

RAILROADS 

-4 

CARS  &  TRUCKS 

-1-7 

COMPUTER  SOFTWARE/SERVICES 

-1 

GAS  UTILITIES 

+9 

ELECTRIC  UTILITIES 

+3 

TELEPHONE  COMPANIES 

+9 

CONGLOMERATES 

+5 

COAL.  OIL  &  GAS 

+9 

COAL,  OIL  &  GAS 

+5 

PUBLISHING 

+  10 

PUBLISHING 

+7 

BUILDING  MATERIALS 

+  10 

TELEPHONE  COMPANIES 

+7 

ELECTRICAL  PRODUCTS 

+  11 

Because  of  losses  in  1995,  earnings  gains  or  losses  cannot  be  meaningfully  calculated  on  a 
percentage  basis  for  broadcasters,  forest  products,  or  trucking  and  shipping  companies.  Because 
of  projected  losses  in  1997  and  1998,  earnings  gams  or  losses  cannot  be  meaningfully  cal- 
culated on  a  percentage  basis  for  broadcasters. 

DATA  l/B/E/S  INTERNATIONAL  INC  ,  STANDARD  &  POOR'S  COMPUSTAT 
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below  $30  after  it  announced  it  would 
increase  reserves  by  more  than  $100 
million  dollars.  Green  Ti'ee's  pi'ojected 
1998  p-e  ratio  of  8.5  is  considerably 
below  the  900-company  average  of 
17.9%.  And  with  earnings  projected  to 
grow  44%  in  1998,  perhaps  the  compa- 
ny will  look  attractive  to  other  in- 
vestors once  again. 

Some  investors  like  to  look  at  price 
momentum,  on  the  theory  that  what 
goes  up  keeps  going  up.  Take  Dell 


Computer  Corp.  From  the  end  of  1996 
to  the  end  of  November,  Dell's  stock 
rose  217%.  Since  the  end  of  1994,  the 
computer  maker's  stock  has  risen  on 
average  over  160%.  per  year  It's  hard 
to  believe  that  Dell's  stock  can  continue 
to  grow  at  such  a  prodigious  pace,  es- 
pecially considenng  the  hammering  that 
technology  stocks  take  so  frequently. 
But  it  seemed  that  way  at  the  end  of 
1996,  too. 
The  stocks  we  have  highlighted  look 


like  they  have  solid  prospec 
when  looking  at  this  data,  re 
that  large  and  small  ratios  and 
rates  can  result  from  unusua 
unlikely  to  recur.  Thoroughly  i 
any  company  you're  thinking  o 
ing  in,  and  don't  take  a  risk  t 
aren't  comfortable  with.  If  yoi 
that,  your  portfolio  could  hav 
happy  total  returns  in  1998. 

By  Frederick  F.  Jesperse 
RobeH  J.  Rosenberg,  in  New  1 
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A  MENU  OF  INVESTMENT  OPPORTUNITIES 

If  you  screen  the  data  by  certain  investment  criteria,  some  companies  pop  out.  Be  careful,  though 
Unusually  high  or  low  percentages  may  be  a  sign  of  trouble.  This  is  just  a  starting  point  for  further  rese 


EKSSHAI 


LOW  P-E  RATIO,  HIGH  EARNINGS  GROWTH 


Tfie.se  companies  have  a  low  p-e  ratio 
(based  on  1998  epsj,  and  1998  earnings  are 
forecast  to  increase  smartly 

PERCENT  CHANGE 
P-E  EARNINGS 
RATIO  1997-98 


STOCKS  WITH  BIG  PRICE  INCREASES 


Tlie  prices  of  these  companies'  stocks 
jumped  the  most  in  1997 


PERCENT 
CHANGE 
(DEC.31,1996-N0V.  28,1997) 


CHEAP  STOCKS 


Companies  with  both  a  low  price-to 
percentage  and  a  low  price-earnings 


PRICE  AS 
PERCENT  OF 
BOOK  VALUE 


■.•ts, 

■i'M 

13  Sc 


6.7  148% 
7.9  63 

9.8  98 

9.1  68 
10.5  145 

9.2  59 


KAISER  ALUMINUM 
ALUMAX 
ADVANTA 

STANDARD  PRODUCTS 
PRGSOURCE 
ARKANSAS  BEST 
REYNOLDS  METALS 
ALUMINUM  CO.  OF  AMERICA  9.6  49 
GREEN  TREE  FINANCIAL  8.5  44 
AMERCO  9.4  47 


BIG-CAP  COMPANIES 


Market  value  $5  billion  or  more 

PERCENT  CHANGE 


AMES  DEPT.  STORES  294% 

DELL  COMPUTER  217 

MERISEL  183 

CALIBER  SYSTEM  178 

BEST  BUY  174 

AIRBORNE  FREIGHT  172 

MICHAELS  STORES  170 

CABLEVISION  SYSTEMS  168 

ARKANSAS  BEST  151 

NAVISTAR  INTERNATIONAL  141 

HIGH  HOPES  FOR  EARNINGS 


MID-CAP  COMPANIES 


Market  value  between  SI  and  $5  billion 
PERCENT  CHANGE 


88% 
48 


NATIONAL  STEEL 
WHX 

SERVICE  MERCHANDISE  100 
WEIRTON  STEEL  100 
ALUMAX  107 
UNITED  AUTO  GROUP  82 
AMERICA  WEST  HOLDINGS  107 
INLAND  STEEL  INDUSTRIES  100 
ENTERGY  93  1 

U.S.  HOME  106 


SMALL-CAP  COMPANIES 


10.6  88 


iJWCS 


tSIMEE 


Market  value  less  than  $1  billion  itrdck 
PERCENT  CH 


1997-98 

1997-98 

199 

DIGITAL  EQUIPMENT 

259% 

TELEPHONE  &  DATA  SYSTEMS 

416% 

MAGELLAN  HEALTH  SERVICES 

94 

LUCENT  TECHNOLOGIES 

238 

BOWATER 

203 

COVENTRY 

631 

BOEING 

236 

CHIQUITA  BRANDS  INTL. 

189 

VALUE  CITY  DEPT.  STORES 

35i 

BAKER  HUGHES 

197 

GOLDEN  STATE  BANCORP 

187 

COLLINS  &  AIKMAN 

35t 

INTERNATIONAL  PAPER 

153 

UNION  CAMP 

160 

HUNT  (J.B.)  TRANSPORT  SVCS. 

2i: 

GEORGIA-PACIFIC 

142 

TEMPLE-INLAND 

156 

KAISER  ALUMINUM 

14i 

WORLDCOM 

123 

WILLAMETTE  INDUSTRIES 

152 

PROSOURCE 

14! 

ARCHER  DANIELS  MIDLAND 

92 

FRUIT  OF  THE  LOOM 

150 

MID  ATLANTIC  MEDICAL  SVCS. 

14^ 

AMERADA  HESS 

83 

PALL 

121 

COLEMAN 

11-. 

CISCO  SYSTEMS 

72 

IKON  OFFICE  SOLUTIONS 

110 

DOMINICK'S  SUPERMARKETS 

9^ 

DATA:  AS  Of  NOV  28. 1/B/E/S  INTERNATIONAL  INC  ,  STANDARD  &  POOR'S  COMPUSTAT.  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES 
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3r  of  the  month  in 
pany's  fiscal  year  ends. 
UE  PER  SHARE:  Sum 

1  stock  at  nominal  bal- 
:  value,  capital  surplus, 
ed  earnings  as  shown 
y  accounts,  divided  by 

shares  outstandmg. 
:  Nov.  28  stock  price 

the  estimated  1997 

RATE:  Indicated  annu- 
t  rate  based  on  the  lat- 
rly  dividend  plus  any 


recurring  extra  or  special  yearend 
dividends. 

YIELD:  Indicated  annual  dividend 
as  a  percent  of  Nov.  28  stock 
price. 

SHARES  OUTSTANDING:  Millions 
of  common  shares  outstanding  as 
of  company's  latest  available 
financial  report,  excluding  trea- 
sury shares. 

PRICE  CHANGE:  Percentage 
change  in  price  of  the  company's 
most  w/idely  held  common-stock 
issue  since  Dec.  31,  1996. 
INSTITUTIONAL  HOLDINGS:  Per 
centage  of  outstanding  common 


shares  held  by  banks,  insurance 
and  investment  companies,  col- 
leges, and  pension  funds,  and 
the  number  of  such  institutions. 
TURNOVER:  Percentage  of  out- 
standing shares  changing  hands 
in  1997. 

EARNINGS  PER  SHARE:  Primary 
earnings  per  share — net  income 
(including  proceeds  from  certain 
convertible  securities,  warrants, 
and  options  that  are  common- 
stock  equivalents,  but  excluding 
extraordinary  profit  or  loss  items) 
divided  by  the  number  of  common 
and  common-equivalent  shares. 


EARNINGS-PER-SHARE  ESTI- 
MATES: Analysts'  consensus  esti- 
mates for  1997  and  1998  com- 
piled by  l/B/E/S  International 
Inc.,  New  York,  N.Y.  l/B/E/S  is  a 
registered  trademark  of  l/B/E/S 
International  Inc.  Trend  estimate, 
based  on  pattern  of  past  five 
years,  compiled  by  Standard  & 
Poor's  Compustat. 
VARIATION:  The  percentage  by 
which  two-thirds  of  the  1998 
earnings  estimates  are  above 
or  below  the  average  estimate. 
The  lower  this  figure  is,  the 
more  analysts  agree  on  their 
estimates. 


lY 


EARNINGS  PER  SHARE 


BOOK  P-E  1997 

RECENT    VALUE  RATIO  OIVN 

SHARE      PER  1997  OEND 

FY       PRICE     SHARE  EST.  RATE 


YIELD 

% 


SHRS. 
OUT, 
MILS. 


1997 
PRICE 
CHANGE 


INSTITUTIONAL 
HOLDINGS 


1997 
TURN- 
OVER 

% 


1996 
ACTUAL 


1998  ESTIMATES 


l/B/E/S  BASED  FROM  ANALYSTS 

1997        ON  l/B/E/S  VARIA- 

ANALYST  5-YR.       CON-  TION 

EST  TREND  SENSUS  X 


USTRY  AVERAGE 

43 

16 

22 

0.65 

1.44 

177.4 

26 

56 

427 

102.1 

1.80 

2.25 

3.10 

2.69 

7.7 

OSPACE  &  DEFENSE 

Y  AVERAGE 

71 

21 

23 

0.92 

1.12 

209.5 

16 

63 

600 

76.3 

3.11 

4.16 

4.46 

4.71 

4.1 

ECHSYSTEMS 

03 

59 

20 

12 

0.00 

0.00 

12.4 

8 

58 

124 

55.5 

2.73 

5.13 

4.56 

5.53 

5.8 

12 

53 

14 

73 

0.56 

1.05 

973.5 

0 

42 

1417 

93.6 

1.60 

0.73 

0.62 

2.45 

9.8 

DYNAMICS 

12 

87 

30 

17 

1.64 

1.89 

62.9 

23 

56 

399 

58.6 

4.27 

5.01 

5.00 

5.41 

2.8 

AM  AEROSPACE 

12 

29 

1 

10 

0.00 

0.00 

74.1 

22 

45 

201 

68.3 

0.60 

3.08 

NA 

2.42 

2.1 

1  MARTIN 

12 

98 

34 

16 

1.60 

1.54 

194.0 

7 

94 

801 

68.0 

6.04(b) 

6.06 

6.30 

6,60 

5.5 

>  GRUMMAN 

12 

113 

38 

18 

1.60 

1.42 

66.8 

36 

64 

430 

99.8 

4.33 

6.21 

6.75 

7.01 

4.0 

12 

51 

10 

17 

0.68 

1.33 

59.5 

21 

71 

334 

75.3 

1.87 

2.98 

2,78 

3,53 

1.4 

iCHNOLOGIES 

12 

75 

18 

18 

1.24 

1.55 

233.0 

13 

70 

1096 

80.5 

3.45 

4.10 

5.21 

4.71 

1.3 

OMOTiVE 


:y  average 

37 

17 

14 

0.84 

2.10 

200.5 

32 

60 

417 

79.6 

1.64 

2.89 

3.77 

3.49 

5.2 

S  &  TRUCKS 

tVERAGE 

43 

21 

10 

1.48 

3.13 

545.1 

50 

49 

767 

85.2 

3.56 

4.54 

6.31 

4.86 

8.0 

i 

12 

34 

17 

9 

1.50 

4.66 

552.5 

4 

52 

850 

97.7 

5.00(b) 

4.02 

7,22 

5.03 

6,2 

OR 

12 

43 

25 

8 

1,68 

3.91 

1202.0 

33 

49 

1199 

54.0 

3.64(b) 

5.28 

5.88 

5,12 

5,3 

MOTORS 

12 

61 

33 

8 

2,00 

3.28 

707.8 

9 

58 

1165 

83.5 

6.07 

7.87 

11.75 

8,15 

7,2 

INTERNATIONAL 

10 

22 

10 

13 

0.00 

0.00 

75.3 

141 

45 

255 

89,6 

0.49 

1.55* 

1.15 

1,81 

12,2 

12 

55 

19 

14 

2.10 

3.82 

77.8 

52 

43 

355 

101,0 

2.59 

3.90 

5.51 

4,19 

8.1 

rS  &  EQUIPMENT 

WERAGE 

34 

14 

16 

0.53 

1.63 

44.9 

27 

63 

231 

76.7 

0.81 

2.01 

2.65 

2.80 

4.4 

)USTRIES 

12 

35 

19 

13 

0,76 

2.20 

24,5 

39 

51 

197 

60.9 

2.09 

2.58 

2.00 

2,91 

1.4 

RNER  AUTOMOTIVE 

12 

47 

29 

11 

0,60 

1.27 

23.7 

22 

90 

253 

84.6 

1,77 

4.35 

4.27 

4,94 

2.0 

12 

47 

16 

14 

1,08 

2.31 

105.0 

43 

58 

414 

50.2 

3,01 

3.28 

6.26 

3,74 

2.9 

)IESEL 

12 

23 

14 

19 

0-00 

0.00 

24.7 

-1 

25 

55 

33.5 

0.16 

1.18 

0.51 

1,58 

12,0 

08 

32 

14 

NM 

0,90 

2.84 

63,1 

0 

75 

356 

101.0 

2.30 

-0.75* 

NA 

2.30 

2.6 

MOGUL 

12 

41 

9 

25 

0.48 

1.17 

35,5 

87 

78 

216 

130.0 

-6.12(b) 

1.59 

NA 

2.34 

5.5 

11 

25 

5 

15 

0.60 

2.39 

41.1 

38 

59 

193 

82.2 

1.15(b) 

1.69 

1.71 

1.99 

3.5 

12 

47 

17 

16 

0.00 

0.00 

66.7 

37 

95 

347 

83.4 

2.38 

2.99 

4.11 

3.48 

1.2 

CH 

12 

17 

4 

11 

0.24 

1.39 

47.3 

5 

39 

143 

93.2 

0.49(b) 

1.58 

1.15 

1.92 

3.6 

D  PRODUCTS 

06 

25 

16 

15 

0.58 

2.71 

16.8 

-1 

52 

125 

48.1 

0.87 

1.64* 

1.05 

2.75 

8.7 

ES:  '  Actual,  not  estimated  data.  NA  =  not  available,  NM  =  not  meaningful,  (a)  Stiares  outstanding  as  of  fiscal  yearend.  (b)  Actual  and  estimated  EPS  figures  are  fully  diluted,  (c) 
Jte  excludes  a  nonrecurring  extra  or  special  yearend  dividend,  (d)  Company  pays  a  recurring  stock  dividend.  Data  compiled  by  Standard  &  Poor's  Compustat,  a  division  of  Ttie  McGraw- 
ipies,  from  sucti  sources  as  statistical  services,  newspapers,  registration  statements,  and  company  reports  that  SPG  believes  to  be  reliable  but  that  are  not  guaranteed  by  either  SPC 
;SS  WEEK  as  to  correctness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell  any  security  Additional  data:  l/B/E/S  International  Inc.,  Vickers  Stock  Research  Corp, 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 
1998  ESTIH 


COMPANY 

FY 

RECENT 
SHARE 
PRICE 

BOOK 
VALUE 
PER 
SHARE 

P-E 
RATIO 
1997 
EST 

1997 
DIVI- 
DEND 
RATE 

YIELD 

SHRS. 
OUT, 
MILS 

1997 
PRICE 
CHANGE 

% 

HOLDINGS 
%  NUMBER 

1997 
TURN- 
OVER 

% 

1996 
ACTUAL 

l/B/E/S 
1997 
ANALYST 
EST 

BASED 
ON 
5-YR. 
TREND 

FROt 
l/B/L 
CON 
SENSI 

(C)  TIRE  &  RUBBER 

GROUP  AVERAGE 

42 

16 

13 

0.79 

1.84 

117.6 

16 

68  471 

80.0 

0.98 

3.18 

1.91 

3.£ 

COOPER  TIRE  &  RUBBER 

12 

22 

10 

14 

0.38 

1.70 

78.7 

13 

68  331 

91.0 

1.30 

1.50 

1.54 

l.i 

GOODYEAR  TIRE  &  RUBBER 

12 

61 

23 

13 

1.20 

1.98 

156.4 

18 

68  611 

68.9 

0.66 

4.75 

2.29 

5.C 

3  BANKS 


INDUSTRY  AVERAGE 


77 


27      18     1.51      2.08    216.1      47      46  519 


60.9     3.70      4.39    4.99  4.S 


(A)  BANKS  -  EAST 

GROUP  AVERAGE 


101 


37     17     1.91      2.12    239.1      43      54  705 


75.4     5.18      6.28  6.81 


BANK  OF  NEVI/  YORK 
BANKBOSTON 

BANKERS  TRUST  NEW  YORK 
CHASE  MANHAHAN 


12 
12 
12 
12 


54 
89 
119 
109 


13 
29 
55 
46 


20 
16 
15 
13 


1.04 
2.04 
4.00 
2.48 


1.93 
2.29 
3.37 
2.28 


375,9 
144.5 
99,6 
420.5 


59 
39 
37 
22 


62  798 

65  729 

48  614 

64  1461 


58.1 
103.3 
118.4 
138.0 


2.41(b)  2.74 

3.93(b)  5.63 

6.74(b)  7.78 

4.94(b)  8.28 


3.55 
5.91 
4.58 
7.80 


7.C 


_9.7 

9.: 

28. 
5.1 


CITICORP 

CORESTATES  FINANCIAL 
FIRST  EMPIRE  STATE 
FLEET  FINANCIAL  GROUP 


12 
12 
12 
12 


120 
77 

422 
65 


43 
16 
149 
25 


14 
20 
17 
14 


2.10 
1.88 
3.20 
1.80 


1.75 
2.43 
0.76 
2.72 


455.8 
202.2 
6.5 
249.9 


16 
49 
47 
33 


63  1384 

37  520 

38  144 
52  580 


105.5 
50.7 
12.9 
58.7 


7.42(b)  8.49 
2.97  3.93 
20.97(b)  24.98 
3.97  4.74 


15.11 
3.89 

27.55 
4.71 


MBNA 

MELLON  BANK 
MORGAN  (J.P) 
PNC  BANK 


12 
12 
12 
12 


27 
57 
114 
54 


4  23 

14  20 

51  15 

18  15 


0.32 
1.32 
3.52 
1.56 


1.20 
2.33 
3.08 
2.90 


501.2 
254.5 
178.2 
308.0 


44 
60 
17 
43 


67  653 

55  760 

56  954 
48  544 


67.0 
88.0 
93.8 
50.7 


0.89  1.15 

2.58(b)  2.88 

7.53  7.87 

2.87(b)  3.28 


1.45 
2.83 
7.46 
2.51 


1.4 
3 
8 

3.6t 


REPUBLIC  NEW  YORK 
STATE  STREET 
SUMMIT  BANCORP 


12 
12 
12 


109 
50 
47 


55 
12 
14 


14 

25 
19 


1.84 

0.44 
1.08 


1.59 
0.74 
2.32 


54.8 
150.8 
175.7 


33 
84 
60 


47  373 
63  543 
41  311 


51.4 
66.9 
47.6 


6.97(b)  7,75 
1.78(b)  2,32 
1,53  2,43 


8,08 
2,51 
3,15 


2,6 
2.7 


(B)  BANKS  -  MIDWEST 


GROUP  AVERAGE 

62 

18 

20 

1.25 

2.05 

223.3 

51 

40 

451 

50.1 

2.82 

3.22 

3.71 

3.6 

BANC  ONE 

12 

51 

17 

18 

1.52 

2.96 

584.8 

19 

51 

995 

74,4 

3.23 

2.85 

3.30 

3,9 

COMERICA 

12 

85 

24 

18 

1.72 

2.02 

105.2 

63 

47 

489 

57.2 

3.55 

4.74 

5,40 

5,4 

FIFTH  THIRD  BANCORP 

12 

71 

14 

28 

0.88 

1.25 

154.9 

68 

43 

356 

48,9 

2.11(b) 

2,55 

2.90 

2,9 

FIRST  CHICAGO  NBD 

12 

78 

27 

16 

1.60 

2.04 

292.5 

46 

48 

701 

57,5 

4.32(b) 

4.92 

5.87 

5.5 

FIRST  OF  AMERICA  BANK 

12 

59 

20 

18 

1.40 

2.38 

88.1 

47 

33 

256 

34,1 

2.77 

3.33 

3.42 

3.6 

FIRSTAR 

12 

39 

11 

19 

0.84 

2.15 

144.5 

49 

37 

254 

37.9 

1.68 

2.05 

2.03 

2.2 

HUNTINGTON  BANCSHARES 

12 

34 

10 

19 

0.80(d) 

2.35 

191.1 

42 

16 

173 

45,8 

1.64 

1.76 

1.97 

2.0 

KEYCORP 

12 

67 

23 

16 

1.68 

2.49 

219,7 

34 

40 

554 

45.9 

3.37 

4.18 

4.36 

4.6 

MARSHALL  &  ILSLEY 

12 

53 

16 

22 

0.80 

1.51 

88.9 

53 

27 

157 

37.0 

2.02(b) 

2.40 

2.32 

2.7 

MERCANTILE  BANCORP. 

12 

52 

16 

19 

1.15 

2.21 

111,1 

52 

35 

250 

50,2 

2.07 

2.76 

2.75 

3.0 

NATIONAL  CITY 

12 

67 

20 

18 

1.70 

2.55 

213.8 

49 

50 

543 

38,9 

3.27(b) 

3.65 

4.11 

4.0 

NORTHERN  TRUST 

12 

62 

14 

23 

0.72 

1.15 

111.5 

72 

61 

389 

73.2 

2.21(b) 

2.66 

2.92 

3.0 

NORWEST 

12 

37 

9 

21 

0.66 

1.76 

751.1 

72 

50 

913 

42.2 

1.54 

1.75 

2.18 

1.9 

OLD  KENT  FINANCIAL 

12 

68 

22 

19 

1.44(c)(d)  2.13 

47.2 

49 

27 

153 

51.7 

3.23 

3.61 

3.78 

3.9 

U.S.  BANCORP 

12 

107 

23 

21 

1.85 

1.73 

245,0 

57 

31 

544 

37.4 

5.25(b) 

5.03 

8,38 

5.1 

(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  AVERAGE 


57 


19     18     1.18     2.11    189.6     49      38    392       55.8     2.61      3.11    3.42  3.41 


AMSOUTH  BANCORPORATION 

BARNEH  BANKS 

BB&T 

COMPASS  BANCSHARES 


12 
12 
12 
12 


52 
70 
55 
40 


17  19 

19  22 

16  18 

14  17 


1.12 
1.24 
1.24 
0.95 


2.15 
1.76 
2.28 
2.37 


82.1 
192.9 
134.3 

64.3 


61  41  220 

71  48  610 

50  14  187 

51  31  138 


49.3 
87.1 
21.5 
58.8 


2.15  2.74 

2,86(b)  3.25 

2.54(b)  2.95 

2.13  2.35 


2.53 
4.47 
2.88 
2.52 


3,0 
3.6. 


CRESTAR  FINANCIAL 
FIRST  TENNESSEE  NATIONAL 
FIRST  UNION 
NATIONSBANK 


12 
12 
12 
12 


51 
59 


60 


18  18 

14  19 

18  14 

29  14 


1.15 
1.20 
1.28 
1.32 


2,26 
2,02 
2.63 
2.20 


110.2 
54.1 
551.0 
705.3 


38  45  293 

59  33  230 

32  45  904 

23  49  1158 


49.0 
94.1 
68.3 
77.9 


1.95  2.78 

2.58  3.07 

2.58  3,49 

3.92(b)  4.17 


3.03 
3,45 
3,60 
4,98 


POPULAR 

REGIONS  FINANCIAL 
SOUTHTRUST 


12 
12 
12 


53 
39 
55 


20  18 
13  18 
20  18 


0.88 
0.80 
1,00 


1  65 
2,07 
1.83 


57.7 
135.7 
99.8 


58 
49 
56 


18 
23 
41 


231 
277 


30,7 
40.4 
76.0 


2,58 
1.85 
2.59 


2.93 
2.19 
3.05 


3.46 
2.39 
3.41 


3,1 
3.4 


3,3 
2,4 
3.4 


SUNTRUST  BANKS 
UNION  PLANTERS 
WACHOVIA 


12 
12 
12 


71 
62 
77 


24 
21 
23 


23 
18 
19 


1,00 
1.60 
1.76 


1.41 
2.59 
2.29 


211.1 
67.2 
157.8 


44  46  419 
58  38  246 
35      54  488 


28,4 
55,1 
45.1 


2.75  3.12 
1.92(b)  3,42 
3, 80(b)  3.99 


3,58 
2,85 
4,55 


3.4 
3.81 
4.4: 


(D)  BANKS  -  WEST  &  SOUTHWEST 


GROUP  AVERAGE 

110 

51 

18 

2.02 

1.97 

198.2 

39 

61 

521 

63.4 

4.95 

5.83 

7.70 

6.9C 

BANKAMERICA 

12 

73 

28 

17 

1.22 

1.67 

693.5 

45 

57 

1255 

81.1 

3.65(b) 

4.32 

4.92 

4,8f 

FIRST  SECURITY 

12 

34 

11 

19 

0.68 

2.01 

115.9 

51 

44 

224 

64.9 

1.53(b) 

1.75 

1.82 

1.99 

PACIFIC  CENTURY  FINANCIAL 

12 

51 

28 

14 

1.30 

2.55 

40.2 

21 

48 

219 

49.6 

3.23 

3.54 

3.51 

3.84 

UNIONBANCAL 

12 

86 

43 

13 

1.68 

1.95 

54.9 

63 

96 

89 

14.3 

4,11 

5.59 

7,05 

7,1£ 

WELLS  FARGO 

12 

307 

146 

24 

5.20 

1.69 

86.8 

14 

62 

809 

107.1 

12.21 

12.97 

21.20 

16,62 

4  CHEMICALS 

INDUSTRY  AVERAGE 

42 

14 

17 

0.90 

2.04 

127.5 

11 

62 

396 

74.0 

2.32 

2.61 

4.08 

2.79 

AIR  PRODUCTS  &  CHEMICALS 

09 

77 

22 

20 

1.20 

1.56 

119.6 

11 

74 

687 

46,9 

3,73 

3.90* 

4.54 

4.37 

ARCO  CHEMICAL 

12 

46 

19 

20 

2.80 

6.11 

97.1 

-7 

7 

101 

7.7 

3.60 

2.24 

3.68 

2.69 

BF.TZDEARBORN 

12 

61 

15 

20 

1.52 

2.50 

29,1 

4 

75 

321 

75.0 

2, 00(b) 

3.07 

2.53 

3.58 

CABOT 

09 

26 

10 

22 

0.40 

1.53 

69,0 

4 

60 

219 

47.0 

2.42(b) 

1.19* 

2.25 

1,80 

CROMPTON  &  KNOWLES 

12 

26 

0 

22 

0.05 

0.19 

73.5 

36 

61 

257 

63.5 

-0.31 

1.20 

1.16 

1,49 

CYTEC  INDUSTRIES 

12 

46 

8 

20 

0.00 

0.00 

44.9 

13 

60 

249 

63.4 

2.01(b) 

2.33 

3.61 

2,89 

DOW  CHEMICAL 

12 

99 

34 

13 

3.48 

3.52 

225.8 

25 

58 

1010 

69.7 

7.71 

7.59 

15.38 

6.40 

DUPONT 

12 

61 

10 

17 

1,26 

2.08 

1131.5 

29 

56 

1555 

56.2 

3.24 

3.63 

7.08 

3.93 
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!  STMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE  

It  1998  ESTIMATES 


BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

PRICE 

INSIIIUIIONAL 

TURN- 

1997 

ON 

l/B/E/S 

VARIA- 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1996 

ANALYST 

5-YR 

CON- 

TION 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST. 

TREND 

SENSUS 

% 

'HFMirAL 

12 

60 

23 

15 

1.76 

2.92 

78.2 

9 

51 

480 

72.7 

4.80 

4,12 

4.49 

7  A 
/  .D 

12 

9 

4 

12 

0.25 

2.80 

1 18.4 

-6 

35 

203 

69.9 

0.78 

0,74 

0.50 

v.oo 

Q  1 

y.  J. 

12 

26 

9 

18 

0.48 

1.88 

38.2 

35 

57 

188 

54.5 

1.21(b) 

1,43 

1.30 

1.69 

1.8 

B.) 

11 

49 

24 

17 

0.74 

1^51 

is's 

4 

52 

185 

147.9 

3.22 

2,91 

3.17 

3.49 

2.3 

12 

24 

10 

18 

0.50 

2.12 

23.2 

20 

91 

109 

71.7 

0.50 

1,31 

1.55 

1  An 

9A 

B.  F.) 

12 

45 

22 

20 

1.10 

2.47 

54.1 

10 

77 

390 

123.9 

1.97 

2,19 

5.55 

n 

:c  rMFMICAL 

12 

45 

25 

12 

0.54 

1 .43 

59.8 

-4 

77 

468 

97.9 

3.94 

3.87 

4,32 

4.11 

5.4 

A.) 

12 

25 

11 

17 

0.45 

1,82 

50.7 

13 

61 

217 

43'9 

1.25(b) 

1.42 

1.83 

1.66 

1.8 

12 

49 

8 

16 

1.00 

2.06 

98.8 

12 

78 

432 

99.0 

3.04 

3.07 

4.37 

9  "5 

Z  .0 

I_ 

12 

32 

14 

15 

0.32 

1.02 

92.1 

-19 

80 

310 

127.7 

1.56 

2.11 

1.86 

0  An 
z.ou 

Q  A 

INAL  FLAVORS  &  FRAGRANCES 

12 

48 

9 

23 

1.44 

2.99 

109.2 

7 

53 

503 

53,0 

1.71 

2.11 

2.21 

2.37 

3.0 

12 

39 

14 

14 

1.04 

2.67 

57.5 

26 

72 

283 

55.6 

2.80 

2.70 

3.35 

2.93 

3.1 

12 

25 

8 

7 

0.90 

3.54 

79.4 

15 

53 

212 

98.2 

1.58 

3.55 

10.19 

9R  7 

M  CHEMICALS 

12 

23 

19 

10 

0.60 

2.61 

77.2 

30 

45 

206 

105.0 

1.84 

2.37 

NA 

1 

I  .yo 

Ij.O 

12 

44 

7 

34 

0.12 

0.27 

593.0 

12 

60 

1033 

71.3 

0.54 

1.27 

1.09 

1  yi  "7 
1.4/ 

A  1 

TFRNATIQNAL 

06 

34 

12 

23 

0.48 

1.41 

133. 1 

-16 

66 

575 

78.2 

2.24 

1.48* 

2.39 

1  82 

2  2 

MICAL 

12 

39 

10 

18 

1.00 

2.58 

66.6 

7 

77 

382 

47.0 

1.86(b) 

2.12 

1.95 

2.35 

2.5 

12 

50 

18 

16 

1.20 

2.42 

49.5 

32 

52 

256 

81.9 

5.43(b) 

3.01 

5.27 

3.33 

5.4 

12 

44 

13 

17 

0.44 

1.00 

157.7 

-5 

73 

701 

100.3 

1.77 

2.57 

3.39 

2.84 

2.8 

VAS 

12 

92 

27 

15 

2.00 

2.18 

61.4 

13 

73 

413 

58.5 

5.45 

6.21 

8.15 

6.65 

4.4 

12 

23 

-1 

15 

0.04 

0.18 

118.4 

NA 

21 

114 

NA 

NA 

1.53 

NA 

1.72 

7.0 

JSTRIES 

12 

12 

10 

8 

0.20 

1.64 

75.0 

-17 

29 

105 

30.8 

1.72 

1.53 

4.42 

1.26 

12.7 

BIDE 

12 

44 

18 

10 

0.90 

2.04 

123.2 

8 

79 

473 

108.2 

3.90(b) 

4.49 

9.47 

3.91 

4.5 

12 

21 

20 

18 

0.36 

1.70 

31.1 

24 

54 

183 

83.7 

0.81 

1.15 

1.07 

1.32 

5,3 

12 

43 

11 

28 

1.12 

2.60 

57.4 

41 

79 

223 

57.4 

-4.35 

1.55 

2.14 

2.23 

5.3 

GLOMERATES 


' AVERAGE 

38 

12 

21 

0.65 

1.74 

310.0 

12 

61 

502 

59.1 

1.65 

1.73 

2.23 

2.30 

2.8 

'  TELEDYNE 

12 

26 

5 

15 

0.54 

2.49 

175.0 

12 

50 

356 

63.1 

1.28 

1.59 

2.34 

1.99 

5.0 

lAL 

12 

37 

8 

18 

0.52 

1.40 

554.1 

11 

59 

990 

53.4 

1.81 

2.07 

2.45 

2.38 

1.3 

ITERNATIONAL 

12 

18 

10 

19 

0.00 

0.00 

47.5 

11 

56 

147 

42.9 

0,73 

0.93 

1.44 

1.14 

4.4 

LECTRIC 

12 

74 

10 

30 

1.04 

1.41 

3272.7 

49 

49 

2130 

36.4 

2.20 

2.50 

2.95 

2.83 

0.7 

GENERAL 

10 

55 

12 

NM 

0.76 

1.39 

70.7 

19 

57 

353 

52.5 

2.62 

-1.64* 

NA 

1.95 

2.6 

E  SOLUTIONS 

09 

30 

9 

40 

0.16 

0.53 

132.5 

-41 

48 

453 

120.1 

1.12 

0.77* 

0.95 

1.62 

3.7 

RIES 

12 

32 

7 

15 

0.60 

1.89 

118.4 

30 

59 

417 

61.2 

1.85 

2.09 

0.53 

2.41 

1.2 

12 

27 

11 

18 

1.25 

4.59 

50.2 

40 

58 

240 

76.4 

1.30 

1.46 

0.77 

1.55 

NM 

07 

21 

6 

40 

0.55 

2.55 

127.4 

-18 

72 

454 

86.2 

1.21 

0.53* 

0.82 

1.17 

6.0 

12 

63 

23 

21 

0.33 

0.53 

21.0 

18 

53 

110 

15.4 

3.49 

2.95 

5.48 

3.45 

2.0 

INTERNATIONAL 

12 

26 

15 

15 

0.35 

1.38 

52.3 

17 

61 

282 

55.0 

0.87 

1.78 

3,38 

2.02 

3.0 

INTERNATIONAL 

09 

49 

23 

18 

1.02 

2.09 

206.8 

-20 

37 

627 

62.4 

2.51(b) 

2.70* 

3,03 

3.21 

2.8 

12 

43 

15 

19 

1.20 

2.77 

170.2 

-4 

72 

501 

51.0 

1,28 

2.28 

1.62 

3.16 

3.2 

12 

59 

20 

18 

1.00 

1.59 

164.9 

25 

75 

523 

52.1 

2,80 

3.27 

3.66 

3.70 

1.4 

12 

57 

18 

15 

1.24 

2.19 

123.2 

15 

52 

515 

45.7 

1.37(b) 

3.86 

3.37 

4.22 

1.7 

-.TRIES 

09 

26 

9 

17 

0,20 

0.78 

74.5 

12 

77 

228 

59.4 

1.21 

1.50' 

NA 

1.74 

2.9 

12 

19 

5 

19 

0,32 

1.58 

95.7 

16 

64 

218 

35.3 

0.74 

1.01 

1,25 

1.16 

1.7 

12 

26 

5 

19 

0.46 

1.75 

101.5 

15 

75 

386 

54.2 

1.31 

1,39 

1.58 

1.58 

4.4 

SUMER  PRODUCTS 


r  AVERAGE 

41 

11 

23 

0.60 

1.48 

271.3 

24 

57 

472 

88.4 

1.57 

2.03 

2.23 

2.38 

4.0 

JtEL 

/ERAGE 

33 

12 

19 

0.33 

1.19 

73.8 

4 

60 

312 

101.1 

1.67 

1.91 

1.86 

2.33 

3.9 

;OUP 

01 

16 

12 

17 

1.00 

5.18 

18.0 

-11 

50 

144 

115.2 

1.15 

0.95 

0.82 

1.42 

5.6 

HE  LOOM 

12 

24 

11 

32 

0.00 

0.00 

73.2 

-38 

55 

362 

148.5 

1.98 

0.74 

0.77 

1.85 

10.3 

AREL  GROUP 

12 

49 

9 

22 

0.00 

0.00 

52.0 

30 

57 

338 

113.9 

1.51 

2.21 

2.36 

2.55 

2.5 

04 

34 

17 

17 

0.64 

1.87 

21.4 

72 

73 

184 

54.3 

1.75(b) 

1.99 

1.78 

2.35 

4.7 

RNE 

12 

50 

15 

19 

0.45 

0.90 

68.1 

30 

87 

457 

91.0 

2.15 

2.63 

2.16 

3.03 

1.7 

05 

49 

12 

18 

0.40 

0,82 

290.4 

-19 

35 

759 

165.4 

2.68 

2.66 

3.48 

3.04 

4.9 

r  GROUP 

01 

27 

11 

10 

0.00 

0.00 

35,8 

-41 

72 

252 

172.9 

2.28 

2.81 

1.98 

3.29 

1.5 

m  HEUSEN 

01 

14 

9 

20 

0.15 

1.09 

27.1 

-4 

57 

100 

38.7 

0.59 

0.70 

0.16 

0.85 

4.7 

'H  LAUREN 

03 

27 

5 

23 

0.00 

0.00 

100.3 

NA 

14 

108 

NA 

1.27 

1.17 

NA 

1.35 

2.2 

TERNATIONAL 

12 

39 

9 

15 

0.00 

0.00 

56.3 

-6 

66 

346 

113.7 

2.00 

2.51 

2.74 

3.01 

3.3 

12 

31 

18 

15 

0.55 

1.83 

35.5 

3 

47 

269 

74.5 

2.11 

1.94 

1.95 

2.25 

4.9 

12 

46 

15 

18 

0.75 

1.64 

122.5 

37 

84 

487 

51.9 

2.27(b) 

2.64 

2.28 

2.90 

2.1 

GROUP 

12 

29 

9 

16 

0.32 

1.09 

57.4 

-1 

59 

243 

62.3 

-0  16 

1.86 

1.79 

2.24 

1.8 

JANCES  &  HOME  FURNISHINGS 

VERAGE 

39 

14 

19 

0.53 

1.22 

68.1 

40 

69 

302 

122.5 

1.44 

2.19 

2.70 

2.58 

5.8 

iG  WORLD  INDUSTRIES 

12 

59 

20 

13 

1.75 

2.55 

40.6 

-1 

69 

392 

84.9 

3.81(b) 

5.28 

7.33 

5.89 

3.4 

02 

29 

10 

21 

0.00 

0.00 

43.8 

174 

39 

128 

282.4 

0.04 

1.38 

0.35 

1.14 

19.3 

ITY  GROUP 

02 

33 

15 

26 

0.14 

0.43 

98.7 

9 

79 

395 

124.8 

1.38 

1.25 

1.51 

1.62 

5.6 

E  BRANDS  INTERNATIONAL 

12 

20 

5 

17 

0.00 

0.00 

52.0 

40 

86 

237 

97.9 

0.88 

1.13 

0.59 

1.40 

3.6 

NTERNATIONAL  INDUSTRIES 

06 

51 

25 

17 

0.20 

0.40 

18.5 

-9 

88 

211 

139.4 

3.15 

2.96* 

5.51 

3.80 

1.8 

YERS 

02 

13 

12 

15 

0.28 

2.14 

55.8 

-19 

54 

229 

134.1 

0,80 

0.88 

0.84 

1.13 

7.1 

iPLAH 

12 

43 

12 

19 

0.56 

1.30 

96.0 

24 

51 

324 

27.3 

1.57 

2.22 

2.55 

2.45 

1.6 

12 

32 

5 

17 

0.64 

1.98 

95.0 

54 

61 

370 

80.0 

1.35 

1.87 

2.56 

2.17 

4.1 

12 

43 

9 

25 

0.40 

0.93 

104.2 

95 

74 

341 

149.1 

-0.82 

1,75 

2.00 

2.09 

5.7 

IL 

12 

55 

23 

17 

1.36 

2.48 

75.0 

18 

79 

395 

104.9 

2.08 

3.15 

2.52 

4.09 

4.9 
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INVESTMENT  OUTLOOK  SCOREBOARD 


COMPANY 


BOOK  P-E 

RECENT    VALUE  RATIO 

SHARE      PER  1997 

FY       PRICE     SHARE  EST 


1997  1997 

DIVI-  SHRS.  PRICE  'NSTITUTIONAL 

DEND  YIELD        OUT,  CHANGE  ""'-0'"''^ 

RATE  %          MILS  %  %  NUMBER 


1997 
TURN- 
OVER 

% 


EARNINGS  PER  SHARE 

1998  ESTlH 

I/B/E7S  BASED  _™1 

1997        ON  l/B/El 

1996      ANALYST  5-YR.  CONl 

ACTUAL       EST  TREND  SENSf 


(C) BEVERAGES 

GROUP  AVERAGE 

44 

10 

36 

0.55 

1.25 

713.0 

45 

46 

681 

69.8 

1.38 

1.75 

1.82 

1.9 

ANHEUSER-BUSCH 

12 

43 

8 

18 

1.04 

2.41 

489.9 

8 

57 

887 

50.0 

2.28 

2.36 

2.59 

2,1 

BROWN-FORMAN 

04 

51 

10 

19 

1.08 

2.10 

69.0 

12 

39 

239 

19.0 

2.45 

2.65 

2.82 

2,» 

CANANDAIGUA  BRANDS 

02 

48 

20 

21 

0.00 

0,00 

18.6 

68 

50 

115 

134.5 

1.41 

2.26 

2.28 

2M 

COCA-COLA 

12 

63 

3 

37 

0.56 

0.90 

2473,4 

19 

48 

1418 

33.8 

1.40 

1.67 

1.97 

i,a 

COCA-COLA  ENTERPRISES 

12 

31 

5 

105 

0.10 

0.33 

386,1 

89 

34 

297 

43.6 

0.28 

0.29 

0.37 

0.1 

COORS  (ADOLPH) 

12 

36 

20 

19 

0.60 

1.67 

37.1 

89 

38 

255 

142.6 

1.14 

1.85 

1.71 

2.(1 

PEPSICO 

12 

37 

4 

32 

0.50 

1.36 

1517.0 

26 

53 

1557 

65.5 

0.72 

1.14 

1.02 

iM 

(D)  PERSONAL  CARE 

GROUP  AVERAGE 

56 

5 

29 

0.70 

1.19 

282.3 

29 

46 

612 

64.0 

1.50 

1.95 

2.60 

2.M 

ALBERTO-CULVER 

09 

31 

9 

21 

0.20 

0.64 

56.1 

30 

25 

231 

46.6 

1.11 

1.49* 

1.58 

iM 

AVON  PRODUCTS 

12 

58 

2 

23 

1.26 

2.18 

132.0 

1 

77 

678 

110.2 

2.38 

2.55 

3.10 

2.m 

CLOROX 

06 

78 

10 

32 

1.28 

1.64 

103.3 

55 

46 

530 

70.6 

2.14 

2.42* 

2.89 

2M 

LULbATc-PALMULIVE 

12 

67 

7 

27 

1.10 

1 .65 

295.8 

45 

51 

982 

75.7 

2. 10 

2.44 

1.85 

2.'M 

DIAL 

12 

19 

2 

22 

0.32 

1.65 

96.0 

32 

65 

255 

107.8 

0.33 

0.88 

NA 

1.(1 

ECOUB 

12 

51 

8 

25 

0.64 

1,26 

64.7 

36 

53 

331 

51.1 

1.69(b) 

2.04 

2.25 

2.M 

tblct  LAUDER 

06 

54 

5 

37 

0.34 

0.63 

1 18.3 

5 

14 

177 

40.5 

0.88 

1 .45* 

NA 

1  ."M 

GILLEHE 

12 

92 

9 

36 

0.86 

0.93 

560.1 

19 

59 

1307 

61.2 

1.71 

2.55 

2.79 

sM 

PROCTER  &  GAMBLE 

06 

76 

9 

31 

1.01 

1.33 

1345.1 

42 

47 

1541 

42.7 

2.15 

2.44* 

3.78 

2.M 

REVLON 

12 

38 

-12 

32 

0.00 

0.00 

51.1 

27 

13 

84 

33.8 

0.49 

1.19 

NA 

i.m 

(E)  TOBACCO 

GROUP  AVERAGE 

32 

12 

13 

1.17 

3.33 

504.6 

6 

60 

623 

68.2 

1.92 

2.52 

2.26 

DIMON 

06 

25 

9 

14 

0.68 

2.72 

44.4 

8 

45 

184 

41.2 

0.98(b) 

1.76* 

1.36 

2.1I 

PHILIP  MORRIS 

12 

44 

6 

15 

1.60 

3.68 

2424.0 

15 

63 

2134 

66.6 

2,56 

2.96 

3.22 

3.3| 

RJR  NABISCO  HOLDINGS 

12 

36 

29 

12 

2.05 

5.63 

327.1 

7 

76 

557 

115.1 

1.74 

2.94 

2.02 

3.21 

STANDARD  COMMERCIAL 

03 

17 

11 

8 

0.00(d) 

0.00 

12.7 

-12 

50 

67 

54.9 

1,76 

2.17 

NA 

2.31 

UNIVERSAL 

06 

40 

14 

14 

1.06 

2.68 

35.1 

23 

67 

264 

47.3 

2,04 

2.88* 

1,80 

3.3I 

UST 

12 

31 

2 

13 

1.62 

5.25 

184,3 

-5 

60 

531 

84.0 

2.42 

2.43 

2,90 

2.5I 

7  CONTAINERS  &  PACKAGING  | 

INDUSTRY  AVERAGE 

36 

11 

58 

0.51 

1.16 

85.3 

15 

57 

304 

67.7 

1.58 

1.14 

1.73 

2.0I 

(A)  GLASS,  METAL  &  PLASTIC 

GROUP  AVERAGE 

39 

12 

20 

0.40 

0.90 

79.5 

28 

61 

299 

78.0 

1.38 

2.00 

1.59 

BALL 

12 

39 

20 

22 

0.60 

1.56 

30.2 

47 

68 

266 

73.2 

0.34(b) 

1,75 

0,70 

CROWN  CORK  &  SEAL 

12 

49 

24 

21 

1.00 

2.05 

128.4 

-10 

57 

567 

101.8 

2.14(b) 

2.28 

1,80 

OWENS-ILLINOIS 

12 

34 

9 

17 

0.00 

0.00 

140.4 

49 

67 

293 

59.1 

1.58 

1.95 

2.26 

SILGAN  HOLDINGS 

12 

35 

-4 

17 

0.00 

0.00 

18.9 

NA 

52 

68 

NA 

1.44 

2.00 

NA 

(B)  PAPER 

GROUP  AVERAGE 

34 

11 

88 

0.58 

1.33 

89.3 

9 

54 

308 

62.6 

1.74 

0.57 

1.81 

AVERY  DENNISON 

12 

42 

7 

22 

0.68 

1.62 

120.1 

18 

61 

501 

46.7 

1.62(b) 

1.94 

2.52 

BEMIS 

12 

42 

12 

22 

0.80 

1.90 

53.0 

14 

50 

318 

43.7 

1.90 

1.93 

2.39 

JEFFERSON  SMURFIT 

12 

17 

-3 

330 

0.00 

0.00 

111.0 

3 

48 

107 

35.3 

1.05 

0.05 

0.15 

l.ll 

SONOCO  PRODUCTS 

12 

33 

10 

18 

0.72 

2.19 

95.7 

27 

35 

273 

34.6 

1.73(b) 

1.81 

2,06 

2.0I 

STONE  CONTAINER 

12 

13 

3 

NM 

0.00 

0.00 

99.3 

-16 

60 

284 

136.7 

NA 

-3.48 

NA 

-0.l| 

TEMPLE-INLAND 

12 

57 

37 

48 

1.28 

2.24 

56.6 

6 

68 

366 

78.4 

2.39 

1.19 

1.93 

3.0l 

8  DISCOUNT  &  FASHION  RETAILING  | 

INDUSTRY  AVERAGE 

31 

11 

27 

0.18 

0.41 

160.9 

39 

61 

350 

138.4 

1.21 

1.40 

1.69 

I.7J 

AMES  DEPARTMENT  STORES 

01 

17 

5 

12 

0.00 

0.00 

22.1 

294 

50 

66 

387.8 

0.85 

1.39 

1.59 

1.5| 

AUTOZONE 

08 

30 

7 

23 

0.00 

0,00 

151.3 

9 

56 

408 

103,2 

1.11 

1.28* 

1.69 

1.51 

BARNES  &  NOBLE 

01 

31 

7 

34 

0.00 

0,00 

67.6 

129 

59 

168 

120.6 

0.74 

0.91 

2.79 

l.ll 

BJ'S  WHOLESALE  CLUB 

01 

29 

11 

16 

0.00 

0,00 

37.5 

NA 

19 

48 

NA 

NA 

1.83 

NA 

2.l| 

BORDERS  GROUP 

01 

29 

7 

29 

0.00 

0,00 

76.5 

59 

78 

304 

101.3 

0.70 

0.97 

NA 

1.2] 

BURLINGTON  COAT  FACTORY  WAREHOUSE 

06 

19 

7 

16 

0.02 

0,09 

59.5 

73 

24 

137 

61.7 

0.59 

1.18* 

0.74 

1.3| 

CARSON  PIRIE  SCOTT 

01 

52 

23 

20 

0.00 

0,00 

15.8 

104 

89 

151 

79.8 

2.39 

2.61 

2.56 

2.81 

CONSOLIDATED  STORES 

01 

49 

8 

30 

0.00 

0.00 

84.3 

88 

87 

360 

92.8 

1.35 

1.62 

2.02 

2.1J 

CORPORATE  EXPRESS 

02 

16 

5 

26 

0.00 

0.00 

129.8 

-20 

65 

274 

296.6 

0.32 

0,60 

1.11 

o.sl 

COSTCO 

08 

44 

12 

30 

0.00 

0.00 

213.6 

76 

76 

625 

209.0 

1.24 

1.47* 

1.36 

1.9(1 

DAYTON  HUDSON 

01 

66 

18 

21 

0.72 

1.08 

218.1 

69 

83 

809 

81.7 

2.00(b) 

3.19 

2.68 

3.61 

DILLARD'S 

01 

37 

25 

15 

0.16 

0.44 

110.6 

18 

70 

402 

87.3 

2.09 

2.44 

2.11 

2,73 

DOLLAR  GENERAL 

01 

38 

4 

37 

0.16 

0,43 

134.2 

84 

58 

338 

77.5 

0.83 

1,03 

1.40 

1.23 

FAMILY  DOLLAR  STORES 

08 

28 

6 

32 

0.32 

1.16 

86.9 

104 

68 

254 

88.4 

0.71 

0,87* 

0.82 

1.01 

FEDERATED  DEPARTMENT  STORES 

01 

46 

23 

18 

0.00 

0,00 

209.5 

34 

92 

776 

134.8 

1.26 

2.59 

1.49 

2.99 

FINGERHUT 

12 

21 

14 

15 

0.16 

0.77 

46.2 

69 

88 

213 

103.1 

0.83 

1.35 

1.01 

i.eJ 

FOOTSTAR 

12 

30 

13 

13 

0.00 

0,00 

28.3 

21 

77 

165 

130.9 

2.32 

2.27 

NA 

GAP 

01 

54 

6 

28 

0.30 

0,56 

268.0 

78 

47 

610 

80.4 

1.60 

1.93 

2.31 

2.2a 

HOME  DEPOT 

01 

56 

9 

34 

0.20 

0.36 

730.0 

68 

61 

1256 

73.3 

1.29 

1.63 

2.01 

2.01 

HOMEBASE 

01 

8 

10 

14 

0.00 

0.00 

37.5 

NA 

71 

188 

141.2 

2.15(b) 

0.59 

1.08 

0,65 

INTIMATE  BRANDS 

01 

22 

2 

18 

0.52 

2.32 

252.6 

31 

16 

156 

22.5 

1.02 

1.27 

1.43 

1.47 

KMART 

01 

13 

11 

20 

0.00 

0.00 

487.7 

21 

56 

455 

125.7 

0.48 

0.64 

0.36 

0.91 

KOHL'S 
LANDS'  END 


01 
01 


72 
35 


12 
7 


40 
19 


0.00 
0.00 


0.00 
0.00 


74.1 
32.1 


84 
33 


77 
25 


378 
157 


65.7 
45.4 


1.39 
1.54 


1.79 
1.82 


2.32 
1.78 


2.18 
2.07 
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INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1998  ESTir 


BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

FRO 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS, 

PRICE 

INSTITUTIONAL 

TURN- 

1997 

ON 

l/B/E 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT, 

CHANGE 

HOLDINGS 

OVER 

1996 

ANALYST 

5-YR, 

co^ 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS, 

%  , 

% 

NUMBER 

% 

ACTUAL 

EST, 

TREND 

SENS 

LIBERTY  MEDIA 

12 

34 

12 

260 

0.00 

0.00 

229.9 

77 

69 

359 

81,8 

3,97 

0,13 

NA 

0. 

LIMITED 

01 

24 

7 

20 

0.48 

1.99 

271.9 

31 

40 

435 

57,1 

1,54 

1.21 

1,58 

1.' 

LOWE'S 

01 

46 

14 

23 

0.22 

0.48 

174.3 

29 

64 

515 

104,7 

1, 71(b) 

2.00 

2,75 

2.' 

MAY  DEPARTMENT  STORES 

01 

54 

15 

17 

1.20 

2.23 

231,3 

15 

/U 

/Do 

54,2 

2.82(b) 

3.11 

3,21 

3.< 

MERCANTILE  STORES 

01 

65 

43 

18 

1.20 

1.86 

36,7 

31 

55 

280 

53,0 

3.30 

3,52 

4,08 

3,! 

MEYER  (FRED) 

01 

34 

24 

25 

0.00 

0.00 

53.6 

91 

97 

256 

132,9 

1.05 

1,34 

0.86 

1,( 

MICHAELS  STORES 

01 

32 

15 

32 

0.00 

0.00 

28,0 

170 

69 

135 

280,4 

-1.34 

1,01 

1.08 

1,: 

MICRO  WARLHOUSt 

12 

15 

1 1 

17 

0.00 

0.00 

34,6 

23 

/  tl 

i  J  J 

472,1 

0,49 

0,83 

3,20 

i,( 

NEIMAN  MARCUS  GROUP 

07 

33 

11 

25 

0.00 

0.00 

49,9 

29 

40 

127 

52,7 

1,26 

1,32* 

1.57 

2,( 

NORDSTROM 

01 

59 

19 

24 

0.56 

0.95 

77,2 

57 

52 

352 

224,6 

1,82 

2,42 

2,40 

2.i 

OFFICE  DEPOT 

12 

24 

8 

24 

0.00 

0.00 

158,0 

32 

69 

278 

265,4 

0,81 

0,99 

1.44 

1,: 

OFFICEMAX 

01 

14 

9 

20 

0.00 

0.00 

124.0 

31 

/  o 

zy  J 

135,4 

0,55 

0,71 

1.57 

0.! 

PAYLESS  CASHWAYS 

11 

5 

NM 

NM 

0.00 

0.00 

0.4 

-97 

NA 

NA 

215,3 

NM 

NM 

NA 

N 

PAYLESS  SHOESOURCE 

01 

64 

22 

19 

0.00 

0.00 

37.5 

59 

59 

293 

78,5 

2,67 

3,31 

NA 

3,i 

PENNEY  (J.  C.) 

01 

64 

27 

20 

2.14 

3.33 

248,9 

32 

57 

767 

63,7 

2, 25(b) 

3.22 

2.84 

4,( 

PEP  BOYS-MANNY  MOE  &  JACK 

01 

25 

14 

17 

0.24 

0.95 

61,2 

-18 

An 
ou 

164,9 

1,52 

1.49 

1.85 

1,/ 

PETSMART 

01 

8 

3 

49 

0.00 

0.00 

115,2 

-64 

48 

208 

381,8 

0,17 

0,15 

0.23 

0,2 

PROFFin'S 

01 

31 

10 

21 

0.00 

0.00 

57,2 

65 

52 

213 

170,1 

0,71(b) 

1,43 

1.42 

1,7 

ROSS  STORES 

01 

39 

7 

17 

0.18 

0.46 

49,0 

55 

84 

271 

237,9 

1,58 

2.30 

2.53 

2.i 

SAKS  HOLDINGS 

01 

24 

8 

26 

0.00 

0.00 

63.4 

-13 

9/1 

150,9 

0,63 

0,90 

NA 

1,2 

SEARS,  ROEBUCK 

12 

46 

14 

13 

0.92 

2.01 

392.0 

0 

69 

1004 

107,0 

3,12 

3.41 

2,44 

3,7 

SERVICE  MERCHANDISE 

12 

3 

3 

10 

0.00 

0.00 

99.8 

-18 

34 

124 

78,7 

0,39 

0,33 

0,27 

0,4 

SHOPKO  STORES 

02 

21 

14 

12 

0.00 

0.00 

25.7 

40 

83 

167 

93,0 

1,40 

1,77 

1.57 

2.C 

SPIEGEL 

12 

5 

4 

NM 

0.00 

0.00 

118.1 

-24 

o 

Oo 

12,2 

-0,12 

-0,19 

NA 

0.1 

SPORTS  AUTHORITY 

01 

20 

10 

19 

0.00 

0.00 

31,5 

-10 

58 

152 

235,6 

0,94 

1,05 

1.43 

1,2 

STAPLES 

01 

28 

5 

33 

0,00 

0.00 

163,6 

56 

79 

493 

328,2 

0,64 

0,85 

1.28 

1.1 

TALBOTS 

01 

21 

13 

30 

0.44 

2.08 

32,2 

-26 

37 

112 

84,3 

1,92 

0,70 

1,27 

l.a 

TJX 

01 

35 

7 

20 

0.20 

0.58 

151.2 

45 

85 

595 

124.6 

1,18 

1,69 

1,30 

I.9I 

TOYS  'R'  US 

01 

34 

14 

17 

0.00 

0.00 

285.6 

14 

85 

709 

105,2 

1,54 

1,97 

1,39 

2.2I 

U.  S.  OFFICE  PRODUCTS 

04 

20 

9 

19 

0.00 

0.00 

109.3 

-13 

52 

223 

283.5 

0,64 

1,07 

1,89 

l,3l 

VALUE  CITY  DEPARTMENT  STORES 

07 

8 

8 

63 

0.00 

0,00 

31.9 

-28 

20 

27.3 

0,68 

0,12* 

0,15 

0,5| 

VENTURE  STORES 

01 

2 

10 

NM 

0.00 

0.00 

18.3 

-48 

19 

46 

113.0 

-3, 38(b) 

-4,22 

NA 

-l,5l 

VIKING  OFFICE  PRODUCTS 

06 

23 

4 

29 

0.00 

0.00 

84.3 

-13 

79 

287 

223.2 

0,70 

0,81* 

1,31 

0,9f 

WAL-MART  STORES 

01 

40 

8 

26 

0.27 

0.67 

2253.5 

75 

35 

1235 

37.4 

1,33 

1,55 

1,69 

1.7 

WOOLWORTH 

01 

22 

9 

14 

0.00 

0,00 

134.9 

-2 

70 

351 

112,7 

1,26 

1,56 

1,10 

1,9 

ZALE 

07 

22 

16 

16 

0.00 

0.00 

35,0 

16 

95 

195 

88,0 

1,23 

1,38* 

1,88 

1,5 

9  ELECTRICAL  &  ELECTRONICS 

INDUSTRY  AVERAGE 

42 

14 

22 

0.41 

0.77 

171.3 

17 

60 

466 

195.9 

1.55 

2.07 

3.19 

2.5 

(A)  ELECTRICAL  PRODUCTS 

GROUP  AVERAGE 

50 

15 

18 

0.96 

1.80 

68.3 

23 

68 

380 

84.0 

1.71 

2.95 

4.53 

3.2 

COOPER  INDUSTRIES 

12 

52 

21 

16 

1.32 

2,56 

123,0 

23 

73 

550 

71,1 

2.77(b) 

3,15 

2,88 

3,5: 

EATON 

12 

94 

29 

15 

1.76 

1,86 

77,1 

35 

51 

494 

63,5 

4,50 

5,39 

8,31 

6,9 

GENERAL  SIGNAL 

12 

41 

15 

16 

1.02 

2.50 

50,3 

-5 

69 

378 

137,1 

2,68 

2,52 

5,75 

3,01 

HUBBELL 

12 

45 

13 

19 

1.16 

2.55 

67.2 

5 

55 

340 

25,0 

2,10 

2,34 

2.69 

2,6 

MAGNETEK 

06 

21 

5 

19 

0.00 

0.00 

31.2 

- 

52 

72 

140 

- 

1 1 1,4 

-3,78 

1 ,09* 

- 

0,95 

■ 

1 ,3! 

NATIONAL  SERVICE  INDUSTRIES 

08 

47 

!  5 

20 

1 .20 

2.55 

44.2 

25 

57 

341 

70,8 

2.11 

2,37* 

2,57 

2,5! 

RAYCHEM 

06 

47 

10 

17 

0.28 

0.59 

85, 1 

18 

86 

414 

109,5 

1,51 

2,77* 

8,56 

2.8( 

(B)  ELECTRONICS 

GROUP  AVERAGE 

50 

18 

25 

0.39 

0.69 

181.3 

25 

54 

435 

142.0 

2.11 

2.35 

2.93 

2.7! 

HARRIS 

06 

47 

20 

18 

0.88 

1.85 

79,8 

38 

65 

482 

95,0 

2.29 

2,54* 

3,19 

2-9: 

HUGHES  ELECTRONICS 

12 

67 

25 

29 

1.00 

1.50 

399,9 

19 

15 

375 

23,6 

2.88 

2,29 

2,62 

3,1! 

LITTON  INDUSTRIES 

07 

50 

24 

15 

0.00 

0.00 

45,0 

6 

78 

207 

65,0 

3.15 

3,40* 

2,88 

3,8' 

MOTOROLA 

12 

63 

22 

27 

0.48 

0.75 

596,9 

3 

52 

1394 

1 19,8 

1.90 

2,34 

3  08 

3,K 

NEXTLEVEL  SYSTEMS 

12 

13 

8 

30 

0.00 

0.00 

147.8 

NA 

15 

74 

134.6 

-0.01 

0,44 

0,45 

0,4! 

QUALCOMM 

09 

68 

14 

53 

0.00 

0.00 

70,0 

70 

35 

225 

542.5 

0, 30(b) 

1.27* 

1,15 

2,2( 

RAYTHEON 

12 

56 

2 1 

16 

0,80 

1.43 

236,3 

16 

65 

778 

59.5 

3,21 

3,50 

3.81 

3,7( 

TRACOR 

12 

28 

10 

17 

0.00 

0.00 

25,0 

32 

75 

1 58 

1 33,2 

1 ,44 

1 ,54 

3, 19 

1.85 

VARIAN  ASSOCIATES 

09 

58 

17 

15 

0.36 

0,52 

30,2 

14 

79 

216 

104,8 

3,81 

3.55* 

5,04 

3.7? 

(C)  INSTRUMENTS 

GROUP  AVERAGE 

46 

12 

23 

0.43 

0.75 

142.1 

13 

66 

513 

171.9 

1.73 

2.10 

2.57 

2.7C 

EMERSON  ELECTRIC 

09 

56 

12 

22 

1.18 

2,15 

443,5 

14 

64 

1151 

34,9 

2,28 

2,52' 

2,86 

2.81 

HONEYWELL 

12 

66 

19 

18 

1,12 

1,71 

127,3 

0 

70 

702 

82.8 

3,18 

3,70 

3,49 

4.2? 

KLA-TENCOR 

06 

39 

13 

31 

0.00 

0,00 

84,6 

9 

81 

400 

636.2 

2,31 

1,24* 

3,90 

2,4f 

PERKIN-ELMER 

06 

70 

10 

27 

0.68 

0.98 

43,9 

18 

80 

445 

104.8 

0-32 

2,58* 

1,17 

3,34 

TEKTRONIX 

05 

42 

16 

16 

0.48 

1,14 

50,5 

23 

73 

323 

97.8 

2.32 

2,55 

3.22 

3.03 

TERADYNE 

12 

33 

11 

22 

0.00 

0.00 

83,8 

35 

83 

387 

328,2 

1,10 

1,48 

2.53 

2.69 

THERMO  ELECTRON 

12 

37 

12 

25 

0.00 

0,00 

151,3 

-11 

57 

558 

80,3 

1,35 

1,49 

1.81 

1.7S 

THERMO  INSTRUMENT  SYSTEMS 

12 

31 

5 

27 

0.00 

0,00 

152,0 

17 

8 

136 

9,7 

1, 02(b) 

1,14 

1.55 

1.26 

(D)  SEMICONDUCTORS  &  OTHER  COMPONENTS 


GROUP  AVERAGE 

34 

12 

21 

0.17 

0.40 

222.2 

13 

58 

496 

281.7 

1.11 

1.55 

3.04 

2.00 

ADVANCED  MICRO  DEVICES 

12 

22 

14 

NM 

0,00 

0.00 

142,5 

-15 

54 

350 

411,8 

-0,51(b) 

-0,15 

NA 

1,30 

AMP 

12 

43 

13 

20 

1,04 

2,39 

220,0 

13 

74 

805 

67,4 

1,31 

2,13 

2,00 

2.57 

ANALOG  DEVICES 

10 

31 

7 

30 

0,00 

0,00 

151,3 

24 

76 

459 

152,6 

1,03 

1,04* 

2.30 

1.35 

ATMEL 

12 

22 

9 

17 

0.00 

0,00 

99,6 

-32 

41 

347 

616,2 

2,01 

1.29 

3.29 

1.81 
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BEFORE  YOU  LET  A 
COMPANY 
CONNECT  YOUR 
BUSINESS 
TO  THE  INTERNET, 

ASK  YOURSELF, 
"WHO  CONNECTS 
THEM  TO  THE 
INTERNET?" 


If  the  answer  is  Cisco,  you 
know  your  network  service 
provider  is  supported  by  the 
products  and  technology 
that  brought  the  Internet  to 
business.  In  fact,  the  Internet  as 
we  know  it  today  is  buih  on 
Cisco  equipment. 

Cisco  Powered  Network 
service  providers  are  equipped 
to  make  your  network  work 
for  you.  Whether  it's  Internet 
access,  ATM,  frame  relay  or 
other  data  services,  you  will 
know  your  business  is  getting 


the  quality  it  can  depend  on. 

Look  for  the  Cisco 
Powered  Network  mark  or  visit 
our  Web  site  at  www.cisco.com 
to  find  out  more  about  the 
participating  network  service 
providers.  Either  way,  you 
will  know  your  provider  is 
committed  to  giving  your 
business  the  most  in  reliable, 
secure  and  innovative  service. 
And  you  will  know  it's  powered 
by  Cisco  -  the  company  that 
makes  the  world's  networks 
work  for  business. 


Cisco  Systems 


The  Network  Works. 
No  Excuses."' 


Systems.  Inc.  All  rights  reserved. 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE] 

1998  ESfil 


BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

FRO 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

PRICE 

INSTITUTIONAL 

TURN- 

1997 

ON 

l/B/ 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1996 

ana'lyst 

5-YR, 

CO 

COMPANY 

FY 

PRICE 

SHARE 

EST, 

RATE 

% 

MILS 

% 

NUMBER 

ACTUAL 

EST. 

TREND 

SEN' 

AVX 

03 

27 

9 

16 

0.24 

0.89 

88.2 

25 

20 

108 

32.0 

1.38 

1.66 

2.09 

1 

INTEL 

12 

78 

12 

20 

0.12 

0.15 

1636.0 

19 

51 

2200 

322.8 

2.91 

3.82 

6.58 

4 

LSI  LOGIC 

12 

23 

11 

20 

0.00 

0.00 

141.7 

-13 

59 

D  LO 

387.9 

1.07(b) 

1.14 

1.68 

1 

MEMC  ELECTRONIC  MATERIALS 

12 

18 

17 

NM 

0.00 

0.00 

41.4 

-20 

34 

95 

97.9 

2.45 

-0.14 

NA 

1 

MICRON  TECHNOLOGY 

08 

25 

14 

16 

0.00 

0.00 

211.3 

-15 

47 

471 

550.3 

2.76 

1.54* 

10.87 

0 

MOLEX 

06 

30 

8 

29 

0.05 

0.16 

156.9 

22 

20 

265 

33.0 

0.93 

1.06* 

1.32 

1, 

NATIONAL  SEMICONDUCTOR 

05 

33 

13 

17 

0.00 

0.00 

146.9 

35 

79 

465 

257.6 

0.19 

1.90 

0.74 

2. 

READ-RITE 

09 

19 

12 

10 

0.00 

0.00 

47.9 

-24 

58 

199 

1123.4 

-0.92 

1.87* 

2.98 

2. 

SCI  SYSTEMS 

06 

46 

11 

27 

0.00 

0.00 

59.7 

105 

81 

326 

237.7 

1.33(b) 

1.67* 

3.50 

2. 

SOLECTRON 

08 

36 

8 

27 

0.00 

0.00 

114.5 

37 

85 

327 

89.7 

1.09(b) 

1.36* 

2.21 

1. 

TEXAS  INSTRUMENTS 

12 

50 

16 

24 

0.34 

0.69 

390.3 

56 

68 

870 

260.6 

-0.12 

2.10 

3.80 

2. 

THOMAS  &  BEHS 

12 

45 

17 

16 

1.12 

2.47 

55.0 

2 

81 

401 

63.6 

1.13 

2.79 

1.78 

3. 

VISHAY  INTERTECHNOLOGY 

12 

21 

15 

16 

0.00(d) 

0.00 

64.4 

-4 

53 

228 

84.6 

0.32 

1.31 

1.42 

1. 

10  FOOD 


INDUSTRY  AVERAGE 
(A)  FOOD  DISTRIBUTION 


38 


10     25     0.52      1.33  139.3 


31 


48  326 


70.0     1.03      1.47    2.01  1. 


GROUP  AVERAGE 

26 

13 

23 

0.32 

1.01 

46.4 

14 

61 

215 

64.3 

0.50 

1.26 

1.43 

■ 

FLEMING 

12 

17 

29 

14 

0.08 

0.48 

37.8 

-4 

65 

258 

83.3 

0.71 

1.15 

0.55 

1 

INTERNATIONAL  MULTIFOODS 

02 

27 

16 

21 

0.80 

2.98 

18.5 

48 

57 

146 

77.4 

0.15 

1.27 

0.40 

1.' 

JP  FOODSERVICE 

06 

29 

10 

29 

0.00 

0.00 

22.6 

6 

85 

138 

82.8 

0.88 

1.02* 

NA 

1. 

PROSOURCE 

12 

8 

8 

24 

0.00 

0.00 

9.3 

-37 

23 

14 

59.1 

-4.29 

0.31 

NA 

0, 

RICHFOOO  HOLDINGS 

04 

27 

6 

19 

0.16 

0.59 

47.5 

13 

70 

239 

73.4 

1.30 

1.47 

1.82 

I,' 

RYKOFF-SEXTON 

06 

22 

13 

40 

0.00 

0.00 

28.7 

41 

82 

99 

58.3 

NA 

0.55* 

NA 

0,' 

SMART  &  FINAL 

12 

18 

9 

18 

0.20 

1.10 

22.2 

-15 

32 

54 

13.5 

1.15 

1.04 

1.22 

1. 

SUPERVALU 

02 

39 

20 

14 

1.04 

2.65 

60.2 

39 

71 

374 

77.4 

2.60 

2.80 

2.54 

3,1 

SYSCO 

06 

45 

8 

25 

0.60 

1.35 

171.2 

37 

60 

517 

53.8 

1.52 

1.71* 

1.94 

1.' 

(B)  FOOD  PROCESSING 

GROUP  AVERAGE 

47 

9 

26 

0.69 

1.36 

177.4 

35 

48 

404 

66.0 

1.39 

1.78 

2.05 

2.; 

ARCHER  DANIELS  MIDLAND 

06 

21 

11 

33 

0.20(d) 

0.94 

557.5 

2 

55 

628 

62.5 

1.20 

0.55* 

0.95 

1 : 

CAMPBELL  SOUP 

07 

56 

3 

37 

0.77 

1.38 

458.0 

40 

28 

541 

36.3 

1.51 

1.51* 

2.01 

2 

CHIQUITA  BRANDS  INTERNATIONAL 

12 

17 

9 

47 

0.20 

1.18 

59.4 

33 

78 

130 

89.3 

-0.72 

0.35 

NA 

1.1 

CONAGRA 

05 

36 

5 

24 

0.62 

1.74 

472.0 

45 

50 

715 

41.9 

1.34 

1.52 

1.30 

1  j 

CPC  INTERNATIONAL 

12 

103 

13 

25 

1.80 

1.74 

143.9 

33 

59 

845 

55.3 

3.93 

4.08 

4.37 

4.1 

DEAN  FOODS 

05 

53 

15 

21 

0.80 

1.50 

40.6 

65 

47 

256 

76.5 

2.15 

2.54 

2.63 

2.a 

DOLE  FOOD 

12 

49 

11 

19 

0.40 

0.81 

60.0 

46 

66 

270 

55.9 

1.47 

2.66 

2.62 

3.i 

EARTHGRAINS 

03 

43 

27 

25 

0.20 

0.46 

21.6 

66 

51 

177 

79.9 

0.80 

1.75 

NA 

2.1 

FLOWERS  INDUSTRIES 

06 

20 

4 

28 

0.45 

2.26 

88.6 

39 

39 

210 

51.6 

0.35 

0.72* 

0.58 

0.1 

GENERAL  MILLS 

05 

74 

3 

23 

2.12 

2.86 

158.6 

16 

70 

712 

57.3 

2.82 

3.29 

2.95 

a.a 

HEINZ  (H.J.) 

04 

50 

7 

23 

1.26 

2.52 

367.2 

40 

56 

817 

57.3 

0.81 

2.15 

1.54 

2.3 

HERSHEY  FOODS 

12 

61 

5 

27 

0.88 

1.43 

142.9 

40 

36 

508 

49.5 

1.77 

2.26 

2.20 

2. a 

HORMEL  FOODS 

10 

31 

10 

21 

0.62 

2.03 

75.9 

13 

27 

152 

29.5 

1,04 

1.43* 

1.35 

HUDSON  FOODS 

09 

19 

11 

NM 

0.08 

0.42 

30.3 

0 

37 

95 

115.7 

0.76 

-0.70* 

NA 

IBP 

12 

23 

13 

16 

0.10 

0.44 

92.6 

-6 

78 

251 

78.5 

2,06 

1.44 

2.91 

INTERSTATE  BAKERIES 

05 

35 

7 

21 

0.28 

0.81 

73.2 

41 

40 

236 

79.0 

1.28 

1.66 

1.43 

KELLOGG 

12 

46 

3 

27 

0.90 

1.94 

410.9 

41 

74 

547 

44.5 

1.25 

1.72 

1.43 

McCORMICK 

11 

27 

5 

21 

0.60 

2.26 

74.6 

12 

54 

252 

80.4 

0.54 

1.29 

0.85 

NABISCO  HOLDINGS 

12 

47 

16 

29 

0.70 

1.50 

265.1 

20 

19 

245 

36.1 

0.06 

1.61 

0.51 

PILGRIM'S  PRIDE 

09 

16 

7 

11 

0.06 

0.38 

27.6 

86 

12 

39 

42.8 

-0.16 

1.49* 

NA 

PIONEER  HI-BRED  INTERNATIONAL 

08 

102 

14 

35 

1,04 

1.02 

82.2 

46 

51 

409 

66.5 

2.58 

2.95* 

3.37 

3.5| 

QUAKER  OATS 

12 

53 

2 

28 

1.14 

2.15 

138.5 

39 

58 

501 

84.1 

1.80 

1.87 

2.59 

2.2 

RALSTON  PURINA 

09 

93 

8 

30 

1,20 

1.29 

102.1 

27 

57 

504 

52.4 

3.23(b) 

3.13* 

3,23 

4.1j 

SARA  LEE 

06 

53 

9 

27 

0.92 

1.74 

480.0 

42 

49 

986 

49.1 

1.78(b) 

1.97* 

1.84 

2.2 

SMITHFIELD  FOODS 

04 

35 

8 

22 

0.00 

0.00 

37.5 

86 

49 

158 

198.2 

1.17 

1.59 

3,15 

1.9 

TYSON  FOODS 

09 

18 

8 

21 

0.10 

0.55 

213.4 

-21 

27 

199 

57.0 

0.40 

0.85- 

0,54 

1.1 

WRIGLEY  {WM.)JR. 

12 

79 

9 

34 

1.10 

1.39 

116.0 

41 

27 

415 

33.5 

1.99 

2.34 

2,65 

2.5 

(C)  FOOD  RETAILING 

GROUP  AVERAGE 


30 


8     24     0.35      1.45    126.5      36      42  252 


80.5     0.68      1.02    2.19  1.3 


ALBERTSON'S 
AMERICAN  STORES 
DOMINICK'S  SUPERMARKETS 
FOOD  LION 


01  44 

01  20 

10  39 

12  8 


22 
17 
46 
17 


0.64 
0.36 
0.00 
0.13 


1.44 
1.82 
0.00 
1.60 


245.6 
273.0 
21.4 
468.8 


25 
-3 
79 
-14 


48  509 

69  561 

65  98 

9  98 


58.9 
89.6 
57.6 
37.7 


1.96 
0.99 
-0.55 
0.44 


2.05 
1.20 
0.84 
0,50 


2.55 
1.30 
NA 
0.78 


2.3 
1.3 
1.6 
0.5 


GIANT  FOOD 

GREAT  ATLANTIC  &  PACIFIC  TEA 
HANNAFORD  BROTHERS 
INGLES  MARKETS 


02  34 

02  31 

12  40 

09  14 


14 
24 
14 
10 


29 
14 
20 
14 


0.78 
0.40 
0.54 
0.56 


2.31 
1.30 
1.34 
4.89 


62.5 
38.2 
42.3 
21,8 


-2 
-3 
18 


47  250 

32  238 

38  186 

19  55 


32,4 
62,3 
30,4 
50,0 


1,43 
1,91 
1,78 
1.12 


1.18 
2.14 
1.99 
0,95* 


1,34 
7,73 
2,20 
1,55 


1.7 
2.5 
2.2 
1.0 


KROGER 

MARSH  SUPERMARKETS 
PENN  TRAFFIC 
RUDDICK 


12  34 

03  15 

01  9 

09  20 


-4  21 

14  14 

-12  NM 

8  20 


0.00 
0.44 
0.00 
0.32 


0.00 
2.98 
0.00 
1.57 


254.3 
8.4 
10.9 
45.6 


48 
30 
141 
46 


52  506 

25  29 

27  27 

56  139 


71.2 
21.9 
223.9 
27.0 


1.34 
-0.03 
-3.81 

0.92 


1.55 
1.05 
-4.08 
1.02* 


2.19 
0.99 
NA 
1.11 


SAFEW/AY 

WHOLE  FOODS  MARKET 
WINN-DIXIE  STORES 


12 
09 
05 


61 
46 
40 


25 
44 
30 


0.00 
0.00 
1.02 


0.00 
0.00 
2.52 


234.3 
19.6 
148.9 


42 
104 
28 


53  500 
75  144 
16  245 


69.5 
342.1 
23.0 


1.94 
-0.90 
1.69 


2.45 

1.05* 

1.35* 


3.95 
1.21 
1.52 


1.9 
1.2 
-3.1 
1.1 


2.9' 
1.5: 
1.5' 
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)ncerned  with  elf  v 
^fi,  MIkey  Malaney 


,  or  nice?) 


ollision  avoidance 
s  will  improve  flight 
this  season. 


^^l^i^lRj^niJ£p_Jospeed  isn't 


jon^chedule. 


www.mcgraw-hill.com 


The  McGraw-Hill  Companies 

Keeping  the  world  up  to  speed. 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1998  ESTIN 


COMPANY 


BOOK      P-E  1997 

RECENT    VALUE  RATIO  DIVI- 

SHARE      PER  1997  DEND 

FY       PRICE     SHARE  EST.  RATE 


YIELD 

% 


SHRS, 
OUT. 
MILS. 


1997 
PRICE 
CHANGE 

% 


INSTITUTIONAL 
HOLDINGS 
%  NUMBER 


1997 
TURN- 
OVER 

% 


1996 
ACTUAL 


l/B/E/S  BASED 

1997        ON  l/B/E/ 

ANALYST  5-YR.  CON' 

EST.  TREND  SENSl 


11  FUEL 

INDUSTRY  AVERAGE 

51 

18 

22 

0.90 

1.74 

264.8 

20 

64 

639 

94.3 

2.37 

2.59 

3.41 

2.9 

(A)  COAL,  OIL  &  GAS 

GROUP  AVERAGE 

48 

18 

19 

1.07 

2.08 

292.1 

13 

60 

643 

77.6 

2.59 

2.73 

3.68 

2.9{ 

• 

AMERADA  HESS 

12 

56 

36 

47 

0.60 

1.07 

91.7 

-3 

66 

497 

90.3 

7.09 

1.18 

7.31 

2.1 

AMOCO 

12 

90 

33 

17 

2.80 

3.11 

486.9 

12 

54 

1388 

39.0 

5.69 

5.25 

7.42 

5.3 

t 

ASHLAND 

09 

47 

27 

18 

1.10 

2.36 

75.0 

6 

61 

384 

79.6 

2.97 

2.57* 

1.43 

3.E 

ATLANTIC  RICHFIELD 

12 

82 

27 

16 

2.85 

3.50 

320.8 

23 

62 

1171 

64.6 

5.09 

5.13 

6.63 

4.9 

I- 

BURLINGTON  RESOURCES 

12 

45 

20 

19 

0.55 

1.24 

123.8 

-12 

76 

564 

104.6 

2.02 

2.32 

2.34 

2.2 

CHEVRON 

12 

80 

26 

18 

2.32 

2.89 

656.8 

23 

44 

1212 

41.6 

3.99 

4.54 

3.78 

4.4 

COASTAL 

12 

59 

30 

17 

0.40 

0.68 

106.1 

20 

64 

577 

51.7 

4.54 

3.47 

6.34 

3.9 

r. 

EXXON 

12 

61 

18 

20 

1.64 

2.69 

2465.9 

24 

40 

1752 

31.5 

3.01 

3.09 

3.50 

3.0 

KERR-McGEE 

12 

66 

30 

17 

1.80 

2.71 

47.7 

-8 

79 

442 

107.3 

4.43 

3.87 

5.95 

4.4 

MAPCO 

12 

43 

12 

21 

0.60 

1.39 

54.9 

27 

75 

232 

71.5 

2.27 

2.07 

1.96 

2.5 

MITCHELL  ENERGY  &  DEVELOPMENT 
MOBIL 


01 
12 


27 
72 


9 
24 


21 
17 


0.53 
2.12 


2.00 
2.95 


51.9 
784.9 


20 
18 


20 
50 


85 
1685 


21.2 
44.0 


1.99 
3.69 


1.25 
4.23 


1.74 
5.13 


1.3  r:i 

4.2  i 


MURPHY  OIL 
OCCIDENTAL  PETROLEUM 
ORYX  ENERGY 
PENNZOIL 


12 
12 
12 
12 


55 
30 
27 
67 


24 
12 
1 

23 


19 
17 
17 
19 


1.40 
1.00 
0.00 
1.00 


2.55 
3.38 
0.00 
1.50 


44.9 
338.8 
105.6 

47.4 


-1 
27 
9 
18 


63 
59 
66 
64 


256 
615 
411 
424 


49.6 
79.3 
126.2 
155.4 


2.80  2.94  3.63 

1.81(b)  1.79  3.58 

1.55  1.58  2.10 

2.88  3.43  5.36 


2.8 
1.7f-i 
1.6 
3.8 


PHILLIPS  PETROLEUM 
QUAKER  STATE 
SUN 
TEXACO 


12 
12 
12 
12 


48 
15 
40 
57 


18 
9 
11 
21 


14 
19 
13 
17 


1.36 
0.40 
1.00 
1.80 


2.81 
2.61 
2.47 
3.19 


263.6 
35.2 
71.5 

529.0 


9 
9 
66 
15 


56 
39 
66 
62 


691 
132 
376 
1218 


54.7 
86.7 
140.5 
73.5 


4.96       3.56  5.96 

0.40     .0.80  0.39 

-4.43(b)  3.09  3.05 

3.76       3.37  3.44 


TOSCO  12  33  12  21  0.24  0.74  156.2  23  81  394 

ULTRAMAR  DIAMOND  SHAMROCK  12  30  19  15  1.10  3.61  87.6  -4  65  299 

UNION  PACIFIC  RESOURCES  GROUP  12  25  7  18  0.20  0.80  253.6  -14  64  745 

UNOCAL  12  40  10  19  0.80  2.01  246.5  -2  65  749 


100.4  1.15(b)  1.56  2.16 
59.4  -0.54  2.03  1.91 
84.1  1.28  1.38  NA 

106.5  1.54  2.12  1.96 


2.3  -■ 

2.7  H»: 


USX-MARATHON  GROUP 
VALERO  ENERGY 
VASTAR  RESOURCES 


12 
12 
12 


34 
31 
39 


13 
21 
5 


16 
13 
15 


0.76 
0.32 
0.30 


2.22 
1.02 
0.77 


288.3 
56.1 
97.3 


43 
10 
2 


73 
81 
16 


694 
268 
108 


64.6 
156.1 
12.3 


2.33 
1.40 
2.26 


2.17  3.99 
2.34  1.64 
2.54  3.08 


2.8 


(B)  PETROLEUM  SERVICES 


GROUP  AVERAGE 

64 

16 

34 

0.24 

0.42 

159.2 

44 

79 

621 

158.5 

1.51 

2.07 

2.23 

2.9: 

BAKER  HUGHES 

09 

42 

15 

59 

0.46 

1.10 

169.1 

21 

75 

737 

214.3 

1.23 

0.71* 

1,22 

2.1 

BJ  SERVICES 

09 

72 

24 

27 

0.00 

0.00 

38.4 

41 

95 

403 

248.1 

1.29 

2.62" 

2.24 

3.8i 

EEfflFIt 

COOPER  CAMERON 

12 

61 

12 

24 

0.00 

0.00 

53.2 

59 

85 

286 

163.4 

1.21 

2.54 

NA 

3.5( 

HALLIBURTON 

12 

54 

9 

31 

0.50 

0.93 

261.9 

79 

72 

849 

142.2 

1.19 

1.73 

2.14 

2.2! 

l;3miSllll 

SCHLUMBERGER 

12 

82 

13 

32 

0.75 

0.91 

497.7 

65 

62 

1334 

89.7 

1.74 

2.59 

2.33 

3.2! 

Jiil 

SMITH  INTERNATIONAL 

12 

64 

11 

25 

0.00 

0.00 

39.7 

43 

80 

369 

166.5 

1.62 

2.53 

3.36 

3.2( 

t 

VI/ESTERN  ATLAS 

12 

70 

26 

39 

0.00 

0.00 

54.5 

-2 

82 

369 

85.2 

2.31 

1.80 

2.09 

2.3^ 

m 

mi 

12  HEALTH  CARE 


INDUSTRY  AVERAGE 


42 


11     29     0.36     0.67    249.2      25      62    563     109.5     1.31      1.66     1.94  2.01 


(A)  DRUG  DISTRIBUTION 

GROUP  AVERAGE 


58      14     30     0.41      0.77    119.2      57      61    420       81.6     1.34      1.91  1.71 


AMERISOURCE  HEALTH 

09 

65 

1 

33 

0.00 

0.00 

23.7 

34 

63 

181 

100.4 

1.84(b) 

1.94* 

NA 

2.7' 

BERGEN  BRUNSWIG 

09 

43 

13 

27 

0.48 

1.12 

50.4 

87 

62 

268 

127.5 

1.46 

1.61* 

1.85 

1.95 

BINDLEY  WESTERN  INDUSTRIES 

12 

31 

20 

20 

0.08 

0.26 

15.5 

59 

37 

101 

81.1 

1.35(b) 

1.55 

1.70 

1.6< 

CARDINAL  HEALTH 

06 

76 

13 

46 

0.10 

0,13 

109.3 

30 

74 

627 

104.2 

1,15 

1.65* 

1.63 

2Ai 

CVS 

12 

67 

11 

32 

0.44 

0.66 

172.2 

61 

80 

689 

76.1 

2.12 

2.09 

2  40 

2.4f 

LONGS  DRUG  STORES 

01 

29 

14 

20 

0.56 

1.91 

38.8 

19 

41 

226 

31.4 

1.49 

1.49 

1.48 

1.6^ 

MCKESSON 

03 

112 

29 

32 

1.00 

0.89 

46.2 

100 

59 

365 

90.6 

0.12 

3.54 

0.70 

4.3; 

RITE  AID 

02 

66 

21 

27 

0.80 

1.22 

123.0 

65 

89 

593 

83.3 

1.74 

2.46 

2.97 

3.01 

WALGREEN 

08 

32 

5 

37 

0.25 

0.78 

493.8 

60 

48 

729 

39.7 

0.75 

0.88* 

0.99 

1.03 

(B)  DRUGS  &  RESEARCH 

GROUP  AVERAGE 


60 


8     30     0.84      1.26    589.4      30      55  1074       84.1     1.71      2.01    2.51  2.4£ 


3. Of  t; 

1.97, 

3.7E 

2.9/1" 


ABBOn  LABORATORIES 
ALLERGAN 

AMERICAN  HOME  PRODUCTS 
AMGEN 


12 
12 
12 
12 


65 
34 
70 
51 


6 
12 
12 

9 


24 
20 
21 
19 


1.08 
0.52 
1.72 
0.00 


1.66 
1.54 
2.46 
0.00 


765.9 
65.2 
649.3 
263.2 


28 
-5 
19 
-6 


48 
80 
64 
55 


1403 
347 

1517 
951 


36.6 
68.8 
56.3 
287.2 


2.41  2,72  3,07 
1.17  1.73  1.34 
2.96  3.33  3.74 

2.42  2.71  3.19 


BRISTOL-MYERS  SQUIBB 

CHIRON 

IVAX 

LILLY  (ELI) 


12 
12 
12 
12 


94 
18 
7 
63 


29 


NM 
39 


1.52 
0,00 
0.00 
0.80 


1.62 
0.00 
0.00 
1.27 


994.3 
175.0 
121.5 
1109.3 


72 
-2 
-31 
73 


58 
20 
17 
61 


1769 
221 
141 

1275 


50.2 
108.8 
97.4 
56.9 


2.84  3.21  3.46 

0.31  0.38  0.51 

-1.31  -1.36  NA 

1.39  1.61  2.10 


3.64 
0.5^ 
0.03 
1.93' 


MERCK 
PFIZER 

PHARMACIA  &  UPJOHN 


12 
12 
12 


95 
73 
34 


11 

6 
12 


25 
43 
23 


1.80 
0.68 
1.08 


1.90 
0.93 
3.20 


1202.3 
1293.3 
507.4 


19 
75 
-15 


52 
62 
60 


1944 
1636 
798 


58.9 
58.6 
82,3 


3.20  3.82  4,16 
1.50  1.70  2.14 
1.07(b)   1.45  1.13 


4.42 
2.01  ■■ 
1.71 

2.26  s:.: 
1.861": 
4.20  i 


SCHERING-PLOUGH 

SIGMA-ALDRICH 

WARNER-LAMBERT 


12 
12 
12 


63 
36 
140 


4 
10 
10 


32 
22 
43 


0.76(c) 

0.25 

1.52 


1.21 
0.69 
1.09 


732.2 
100.2 
272.0 


94 
16 
87 


61 
64 
68 


1350 
500 
1178 


48.6 
72.1 
95.1 


1.65 
1.48 
2.90 


1.95  2.26 
1.65  1.82 
3.22  3.71 
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(CONTINUED  ON  P 


STMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1998  ESTIMATES 


BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

PRICE 

INSrilUIIONAL 

TURN- 

1997 

ON 

l/B/E/S 

VARIA- 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1996 

ANALYST 

5-YR 

CON- 

TION 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS. 

% 

% 

NUMBER 

% 

ACTUAL 

EST, 

TREND 

SENSUS 

% 

.TH-CARE  SERVICES 

AVERAGE 

28 

13 

30 

0.03 

0.10 

112.6 

13 

64 

313 

137.4 

1.02 

1.33 

1.80 

1.78 

12.4 

MTHCARE  GROUP 

12 

16 

6 

13 

0.00 

0.00 

51.5 

-16 

68 

192 

138.4 

0.64 

1.19 

1.10 

0.92 

26. 1 

■NTERPRISES 

12 

17 

10 

19 

0.00 

0.00 

109.7 

33 

76 

326 

113.1 

0.52 

0.89 

1.79 

0.92 

1 5.2 

^CA  HEALTHCARE 

12 

30 

14 

17 

0.08(c) 

0.27 

651.8 

-28 

71 

1060 

113.6 

2.22 

1.78 

2.63 

1 .80 

1 5,0 

1 

12 

15 

3 

149 

0.00 

0.00 

33.2 

61 

70 

127 

354.8 

-1.86 

0.10 

0.09 

0,73 

9,6 

ON  HEALTH  SYSTEMS 

12 

28 

8 

13 

0.00 

0.00 

121.5 

13 

68 

197 

50.8 

1.52 

2.14 

1.77 

2.58 

3.5 

1EALTH  VENTURES 

09 

24 

17 

18 

0.00 

0.00 

35.0 

-22 

76 

247 

162.4 

1.35 

1.35* 

1.88 

1 .78 

5.6 

lUTH 

12 

26 

6 

28 

0.00 

0.00 

341.2 

36 

84 

693 

83.1 

0.66(b) 

0.93 

1.35 

1.14 

0.9 

12 

22 

9 

21 

0.00 

0.00 

163.8 

17 

71 

395 

85.8 

0.07 

1.06 

0.36 

1.36 

3.7 

ED  HEALTH  SERVICES 

12 

30 

23 

12 

0.02 

0.07 

26.8 

25 

86 

217 

192.7 

1.82(b) 

2.58 

2.88 

3.02 

2.0 

RY  CORP.  OF  AMERICA  HOLDINGS 

12 

2 

2 

m 

0.00 

0.00 

123.5 

-28 

21 

97 

54.3 

-1.25 

-0.04 

NA 

-0.06 

166.7 

4  HEALTH  SERVICES 

09 

24 

5 

149 

0.00 

0,00 

28,9 

5 

76 

135 

49.0 

1.04 

0.16* 

NA 

1 .57 

14.4 

^RE 

05 

35 

11 

21 

0.09 

0.25 

63.6 

31 

49 

298 

49.6 

1.98 

1.72 

1.93 

1.98 

2.0 

l^ERS 

12 

25 

5 

22 

0,00 

0.00 

187.0 

19 

60 

377 

97.4 

-0.58 

1.12 

NA 

1.42 

1 ,4 

mc  MEDICAL  SERVICES 

12 

13 

4 

43 

0.00 

0.00 

54.7 

0 

56 

124 

74.9 

-0.06 

0.31 

0.62 

0.75 

20.0 

06 

12 

9 

20 

0.00 

0.00 

61.1 

13 

60 

223 

101.2 

0.24 

0.62* 

0.41 

0.76 

2.6 

EALTH  PLANS 

12 

24 

8 

NM 

0.00 

0.00 

79.3 

-59 

85 

488 

658.0 

1.24 

-1.52 

NA 

1.45 

8.2 

IE  HEALTH  SYSTEMS 

12 

54 

52 

22 

0.00 

0.00 

41.9 

-37 

53 

286 

330.4 

2.27 

2.47 

3.01 

3.43 

5.8 

HEALTH  NETV\?ORK 

09 

52 

19 

20 

0.00 

0.00 

19.5 

87 

35 

134 

147.6 

2.13 

2.57 

2.68 

2,96 

1.0 

HEALTH  GROUP 

06 

24 

7 

22 

0.00 

0.00 

74.3 

21 

73 

242 

131.8 

0.93 

1.11* 

3,89 

i  ,0O 

1  c; 
i .  D 

THCARE  GROUP 

12 

22 

13 

15 

0.00 

0.00 

46.2 

59 

65 

153 

107.2 

0.46(b) 

1.44 

1,05 

1.67 

2.4 

ftLTHCARE 

05 

32 

11 

18 

0.00 

0.00 

304.8 

45 

87 

694 

78.2 

-0.24 

1.75 

2,17 

2.05 

1.5 

EALTHCARE 

12 

26 

22 

19 

0.00 

0.00 

42.3 

NA 

33 

107 

103.6 

4.65 

1.37 

NA 

1.61 

3.7 

EALTHCARE 

12 

52 

23 

23 

0.03 

0.06 

188.0 

16 

84 

768 

153.6 

1.76 

2.26 

2.71 

2.77 

2.5 

ISCONSIN  SERVICES 

12 

24 

20 

18 

0.48 

1.97 

16.5 

-7 

37 

78 

49.7 

0.79 

1.33 

0.65 

1.98 

10.6 

L  HEALTH  SERVICES 

12 

44 

16 

22 

0.00 

0.00 

32.3 

53 

76 

253 

56.5 

1.64 

2.01 

2.44 

2.39 

2.1 

12 

24 

14 

13 

0.00 

0.00 

69.7 

-23 

58 

343 

108.7 

0.68 

1.93 

1.03 

2.12 

3.8 

iT  HEALTH  NETWORKS 

12 

46 

17 

15 

0.00 

0.00 

69.7 

34 

58 

201 

65.4 

3.04 

3.17 

3.22 

3.60 

1.9 

ICAL  PRODUCTS 


VERAGE 

43 

9 

25 

0.51 

1.26 

258.2 

20 

68 

643 

96.0 

1.47 

1.83 

1.70 

2.10 

3.5 

12 

30 

10 

16 

0.72 

2.41 

57.0 

7 

77 

373 

93.1 

1.62 

1.82 

1.86 

2.01 

2.5 

<  LOMB 

12 

40 

15 

19 

1.04 

2.52 

55.3 

13 

75 

328 

84.8 

1.47 

2.08 

1.31 

2.48 

3.6 

ITERNATIONAL 

12 

51 

9 

22 

1.13 

2.23 

279.8 

23 

69 

899 

63.6 

2.11 

2.35 

2.08 

2.61 

1.2 

IICKINSON 

09 

52 

11 

22 

0.52 

1.01 

122.2 

19 

81 

610 

65.9 

2.11 

2.30* 

2.62 

2.73 

1.1 

CIENTIFIC 

12 

45 

5 

26 

0.00 

0.00 

194.6 

-25 

49 

674 

135.7 

0.92 

1.71 

0.77 

2.19 

4.6 

12 

64 

4 

49 

0.05 

0.08 

144.5 

125 

83 

566 

116.0 

0.46 

1.32 

1.11 

1.71 

4.1 

&  JOHNSON 

12 

63 

9 

25 

0.88 

1.40 

1337.5 

27 

53 

1779 

45.3 

2.17 

2.48 

2.86 

2.80 

1,4 

ROOT 

06 

37 

12 

15 

0.66 

1.78 

72.9 

-16 

79 

367 

107.7 

2.50 

2.47* 

2.85 

2.37 

11.4 

IC 

04 

48 

4 

36 

0.22 

0.46 

468.7 

40 

61 

988 

83.7 

1.11 

1.32 

1.73 

1.58 

2.5 

MINOR 

12 

14 

4 

23 

0.18 

1.30 

32.1 

35 

60 

104 

61.9 

0.25 

0.60 

0.33 

0,78 

2.6 

SICAL 

12 

26 

16 

16 

0.16 

0.61 

75.7 

-33 

57 

390 

197.8 

1.48 

1.68 

1.14 

1,88 

3.2 

USING  &  REAL 

ESTATE 

Y  AVERAGE 

37 

16 

15 

0.46 

1.14 

64.3 

23 

63 

249 

70.5 

1.57 

2.70 

3.36 

3.02 

4.0 

DING  MATERIALS 

VERAGE 

43 

12 

15 

0.68 

1.56 

93.1 

14 

58 

298 

59.9 

1.57 

3.08 

4.30 

3.40 

4.1 

1  STANDARD 

12 

40 

-9 

14 

0.00 

0,00 

72,0 

4 

62 

230 

98.3 

-0.60 

2.76 

NA 

3,20 

3.1 

iNVILLE 

12 

11 

4 

14 

0.16 

1,46 

161.6 

3 

12 

89 

10.8 

0.85 

0.81 

1.36 

0,83 

8.4 

12 

30 

17 

12 

0.48 

1,61 

71.6 

48 

36 

137 

27.8 

2.01 

2.55 

8.40 

2.85 

4.6 

12 

47 

13 

21 

0.84 

1,78 

165,2 

31 

77 

533 

57.6 

1.84 

2.29 

2.22 

2.61 

2,7 

)RNING 

12 

37 

-6 

10 

0.30 

0.82 

53.4 

-14 

71 

286 

77.5 

-5.50(b) 

3.67 

4.95 

3.98 

3.8 

STRIES 

12 

58 

14 

14 

1.36 

2.35 

178.1 

3 

43 

611 

39.3 

3.96 

4.04 

6.10 

4.46 

2.7 

05 

16 

5 

18 

0.45 

2.80 

98.1 

18 

39 

222 

62.2 

0.80 

0.87 

0.97 

0,97 

3.3 

WILLIAMS 

12 

29 

9 

19 

0.40 

1.40 

172.8 

2 

62 

522 

49.7 

1.33 

1.50 

1.70 

1,72 

1.2 

H  PRODUCTS 

12 

49 

45 

11 

1.80 

3,65 

21.9 

-14 

63 

204 

67.5 

5.15 

4.47 

6.45 

5,03 

1.0 

12 

47 

2 

8 

0.00 

0,00 

46,6 

38 

85 

206 

100.8 

0.31 

5.61 

NA 

5.51 

11.1 

1ATERIALS 

12 

102 

28 

17 

1.88 

1,85 

33,7 

67 

62 

243 

30.0 

5.36 

6.05 

7.76 

6.31 

2.2 

;rnational 

12 

46 

18 

20 

0.48 

1,04 

41,9 

-17 

89 

298 

97.7 

3,37 

2,35 

3.09 

3.34 

5.1 

STRUCTION  &  REAL  ESTATE 

.VERAGE 

31 

20 

14 

0.20 

0.64 

29.9 

34 

69 

189 

83.1 

1.56 

2.24 

2.43 

2.56 

3.9 

03 

63 

31 

14 

0.28 

0,44 

29,7 

68 

76 

305 

98.5 

3,52 

4.38 

4.38 

4.88 

5.1 

i  ENTERPRISES 

12 

19 

6 

14 

0.00 

0.00 

46,8 

-1 

72 

169 

133.8 

1,09 

1.42 

2.67 

1,61 

3.1 

ID  ENTERPRISES 

04 

36 

14 

15 

0.68 

1.91 

36.0 

30 

70 

254 

81.8 

2.30 

2.38 

2.71 

2.62 

5.0 

&  BROAD  HOME 

11 

22 

9 

16 

0.30 

1.38 

39.0 

68 

82 

250 

80.4 

-1.54 

1.39 

1.34 

1.83 

2.7 

11 

21 

22 

15 

0.05 

0.24 

36.1 

-23 

47 

165 

71.2 

2.43 

1.44 

2.32 

1.76 

1.7 

HOMES 

09 

30 

11 

17 

0.04 

0.13 

46.0 

31 

66 

211 

93.7 

1.47 

1.75* 

2.30 

2.08 

1.4 

12 

41 

37 

14 

0.24 

0.59 

21.2 

32 

59 

228 

55.4 

2,52 

2.83 

2.39 

3.25 

4.9 

ROUP 

12 

22 

21 

19 

0.16 

0.73 

14.5 

60 

73 

87 

74.8 

0.87 

1.12 

0.86 

1.50 

9.3 

IE 

12 

37 

35 

11 

0.00 

0.00 

11.7 

43 

81 

131 

78.5 

3.25(b) 

3.48 

2.67 

3.93 

2.8 

L) 

06 

22 

17 

10 

0.20 

0.92 

17,6 

32 

66 

86 

63.1 

-0.44 

2.22* 

2.63 

2.10 

3.3 
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SUA^If/ilARY  REPORT  ON 


BusinessWeek/ 
Architectural  Record 

Awards  Luncheon 

In  Conjunction  with  Andersen  Windows'  and  Herman  Miller's 
"Spotlight  on  Building  Performance" 


By  Peter  Alan  Harper 

The  three  animated  heads  huddled 
together,  ignoring  the  din  of 
luncheon  diners  and  tlie  oxtail 
springrolls  at  their  elbows,  as  David 
Teiger  sketched  his  latest  architectural 
inspiration  on  the  back  of  a  menu.  His 
co-conspirators  were  architects,  but 
Teiger,  a  businessman  with  a  passion 
for  creative  office  design,  was  the  one 
wielding  the  drawing  pen. 

The  30  or  so  verbose  architects  and 
clients  assembled  at  the  elongated 
white-marble  table  all  harbored  similar 


yearnings  for  creadng  worker  and 
client  friendly  work  spaces. 

Tliey  were  rewarded  Nov.  21  with 
the  Business  Week/AiThitectural 
Record  Award  at  Manhattan's  tony 
Asia  de  Cuba  restaurant  for  turning 
their  yearnings  into  environments 
employees  welcome  first  thing  in  the 
morning.  The  Anerican  Institute  of 
A'chitects  sponsored  the  awards. 

The  luncheon  honoring  the  award 
winners  was  a  small  part  of  'Spodight  on 
Building  Performance'  an  innovative 
marketing  program  developed  by 
Business  Week.  Andersen  Windows  and 
Herman  Miller,  Inc.,  two  firms  which 
share  enthusiasm  for  collaboration  and 
a  sensitive,  people-oriented  role  for 
architecture  sponsored  the  program. 

"At  Andersen,  we  are  proud  to 
participate  as  a  sponsor  of  this  event, 
because  it  recognizes  the  superior 
level  of  design  that  is  achieved  when 

(From  left)  Dave  Ferm,  publisher.  Business  Week 
and  Rod  Rndosevich,  Andersen  Windows 
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Mark  Schurman,  hierman  Miller,  Inc. 

the  goals  of  business  and  the  insp. 
of  architecture  come  together,  tw 
cepts  that  need  not  be  at  odds."  F 
Radosevich,  manager  of  commer 
market  support  for  Andersen 
Windows,  lold  the  gathering. 

"As  exemplified  by  today's  wii 
projects,  when  architects  and  bui 
people  work  together  toward  sha 
goals,  the  results  are  awe-inspirir 
design,  increased  energy  efficien 
and  the  potential  for  higher  produ  j, 
among  employees." 

Mark  Schurman,  director  of  c(  j.^j, 
rate  communications  for  Herman! 
Miller,  very  much  agreed  with  hi; 
colleague  at  Andersen,  saying  the 
well-designed  work  environment! 
make  a  wonderful  contribution  to 
business  performance." 

"These  awards  certainly  suppc 
that  philosophy  and  the  recipient! 
compelling  evidence  that  well-des 
work  environments  support  that 
tention,"  Schurman  said.  "We  ver; 
much  believe  in  the  concept  of  th 
awards  and  hope  they  continue  fo 
many  years  and  we  would  certain 
consider  continued  sponsorship." 

The  BW/AI'J  jury  selected  nin< 
projects  from  l.SS  international  en 
that  demonstrated  architecture's  a 
to  directly  affect  an  organization's 
tom  line  by  proving  that  good  des 
good  business. 

'The  entries  were  extraordinai 
demonstrating  the  value  of  collabi 
Uon,"  jury  chair  and  architect  Frai 
Halsband  said.  "It's  clear  that  pier 
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ly  executives  understand  the 
■titive  advantage  gained  by  work- 
th  an  architect  from  the  early 
ng  stage. 

fact  that  often  made  the  differ- 
a  the  success  of  their  increasingly 
iticated  missions." 
■  Charles  Rose,  collaboration 
;sential  when  he  worked  with  his 
nd  partner  Maryann  Thompson 
;iter  &  Reiter,  all  of  Cambridge, 
to  design  Teiger's  Gemini 
Iting  headquarters  two  years  ago. 
ger  is  insistent  that  architecture 
a  statement  about  its  creator  and 
!r's  values  and  speak  to  its  work- 
;  community  and  the  world, 
lat  impact  can  be  positive  or 
ve,"  Teiger  said.  "Everything 
helps  or  hurts  the  message  you 
y^ing  to  communicate." 
ger  turned  to  Daniel  E.  Stempert, 
tarted  in  Gemini's  mailroom 
irdly  needed  to  remind  him  that 
lert's  original  workplace  had 
ivindows  overlooking  a  lake, 
was  a  great  office,  a  great  work- 
vironment,"  Stempert  smilingly 
i.  Teiger,  equating  lousy  working 
ions  with  badly-run  corporations, 
:  "A  company  is  only  as  good  as 
ilroom." 

Gemini's  headquarters,  Teiger 
d  even  more  than  a  great 
I  )om. 

vanted  people  to  step  off  an  ele- 
into  a  different  world  where  they 
say  This  place  is  different, 
thing  is  going  on  here  and  I  want 
a  part  of  it,'"  Teiger  said, 
get  that  feeling,  all  involved 
ced  "the  essence  of  the  work 
on  here  in  metaphysical  terms," 
r  said.  They  came  up  with  a 
xe  mission  statement  for  which 
fice  was  "to  be  a  physical 
mentation." 

,  to  knock  out  any  glass  ceilings 
light  limit  their  employees'  views 
ir  prospects,  they  punched  holes 
ceilings.  They  punched  holes  in 
They  created  walls  that  didn't 
floors  so  that  every  office,  and 
^r  was  connected.  They  placed 
trees  and  conference  rooms 
gically  so  workers  might  wander 
le  wrong  meeting.  They  created 
idarylessness"  and,  they  hope,  a 
le  sense  of  community." 


The  other  winning  architects, 
clients,  and  projects  were: 

•  Darlow  Christ  Architects,  Cambridge, 
Mass.;  Brew  Moon  Enterprises  Inc., 
Boston,  Mass.;  Brew  Moon  Restaurant 
and  Microbrewery,  Boston,  Mass. 

•  Randy  Brown  Architect,  Omaha; 
Greater  Omaha  Packing  Co.,  Omaha; 
Greater  Omaha's  corporate  offices. 

•  William  McDonough  +  Partners, 
Chariottesville.  Va.;  Miller/SQA  Inc., 
Zeeland,  Mich.;  Verburg  &  Assoc., 
Holland,  Mich.;  Miller/SQA  Building, 
Holland,  Mich. 

•  Einhorn  Yaffee  Prescott,  Ai-chitecture 
&  Engineering  PC,  Albany,  N.Y.; 
Hudson  Valley  Community  College, 
Troy,  N.Y.;  Dr.  Joseph  J.  Buhner 
Telecommunications  &  Computations 
Center,  Troy,  N.Y. 
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•  Hellmuth,  Obata  +  Kassabaum, 
Houston,  Tex.;  Northern  Telecom  Ltd., 
Ontario,  Canada;  Bregman  &  Hamann 
Architects,  Toronto,  Ontario;  Nortel 
Bram])ton  Centre,  Brampton,  Ontario, 
Canada. 

•  Mithun  Partners,  Inc.,  Seattle; 
Recreational  Equipment,  Inc.,  Kent, 
Wash.;  REI  Seattle  flagship  store, 
Seattle,  Wash. 

•  James/Snow  Architects  Inc., 
Minneapolis,  Minn.;  Phillips  Plastics 
Coip.,  Prescott,  Wis.;  The  Origen 
Center  of  Phillips  Plastics, 
Menomonie,  Wis. 

•  Pierre  Clemencon;  Daniel  Herren; 
Andrea  Roost,  Bern,  Switzeriand; 
Canton  of  Bern,  Bern,  Switzeriand; 
Unitobler  Library,  Bern,  Switzeriand. 


ANDERSEN  WINDOWS  AND  HERMAN  MILLER:  Spotlight  on  Building  Performance 

^9PP^^        Exceptional  design  is  inherently  strategic.  It  is  the  best 
I  solution  to  the  problem  being  solved.  It  is  the  greatest 

I     %    nlk         advantage  gained  by  the  application. 
mk'»  At  Andersen,  we  strive  to  design  a  built-environment  to 

^t^Sl         enhance  productivity  among  our  employees  and  to  physi- 
I  "  cally  manifest  the  values  held  by  our  company  for  team- 

■         HH  creativity,  inter-dependency,  integrity,  environmental 

I         ^^Bl  stev\/ardship,  and  safety 

I  ^^^^  The  vision  for  our  work  environment  includes  areas 

i  filled  with  natural  light,  department  and  activity  adjacencies 

where  communications  and  work-flow  are  enhanced  and  park-like  common  areas 
which  encourage  and  take  advantage  of  impromptu  meetings  and  conversations. 

^hese  truths  underlie  our  corporate  strategy,  and  are  reflected  in  the  windows  we 
make  for  commercial  structures  as  well  as  residential,  which  is  the  market  segment 
where  Andersen  Corporation  has  built  its  reputation. 

Good  design  reflects  key  values  and  needs  and  will  prove  flexible  over  time  to 
address  changing  work  styles,  disciplines  and  the  needs  of  our  customers. 

-  DON  CAROFALO,  Executive  Vice  President,  CEO,  Andersen  Corporation 

At  Herman  Miller  our  facilities  are  physical  proof  of 
our  values,  design  heritage,  and  belief  in  business 
innovation.  Our  facilities  strategy  responds  to  the  needs 
of  our  people,  the  changing  nature  of  our  work,  and  the  ^  , 

culture  of  our  company  In  order  for  a  physical  environ-      -^^^  • 
ment  to  have  a  positive  impact  on  an  organizationis  busi- 
ness  we  know  it  must  be  more  than  initially  well  designed 
or  award  winning.  It  must  also  be  adaptable  to  change,  to 
meet  individual  and  team  needs,  and  be  efficiently  main- 
tained. Our  employee-owners  expect  to  participate  in 

management  decisions,  share  in  our  business  results,  and  have  quality  working  con- 
ditions They  also  expect  a  healthy,  safe  work  environment  that  suits  their  task 
needs  personalities,  and  physical  needs.  Over  the  past  few  years  there  has  been  a 
real  transformation  in  how  and  where  work  takes  place  In  designing  products  and 
places  for  these  new  work  processes,  we  continue  to  maximize  worker  productivity 
without  compromising  comfort,  aesthetics,  or  value. 

—  MICHAEL  VOLKEMA,  CEO  Herman  Miller,  Inc. 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1998  ESTIMAT 


COMPANY 


RECENT 
SHARE 
FY  PRICE 


BOOK  P-E 

VALUE  RATIO 

PER  1997 

SHARE  EST. 


1997 
DIVI- 
DEND 
RATE 


1997  1997 
SHRS  PRICE  INSTITUTIONAL  TURN- 
OUT CHANGE  OVER 
MILS          %  %  .NUMBER  % 


l/B/E/S  BASED  FROM  ANAlK 
1997       ON  l/B/E/S 
1996      ANALYST  5-YR,  CON- 
ACTUAL       EST,  TREND  SENSUS 


14  LEISURE  TIME  INDUSTRIES 


INDUSTRY  AVERAGE 

35 

13 

21 

0.29 

0.69 

171.8 

18 

56 

430 

98.9 

1.20 

1.59 

2.03 

1.92 

(A)  EATING  PLACES 

GROUP  AVERAGE 

23 

10 

19 

0.08 

0.32 

165.1 

14 

49 

321 

113.7 

0.77 

1.19 

1.22 

1.38  J 

BRINKER  INTERNATIONAL 

06 

15 

8 

18 

0.00 

0.00 

65.4 

79 

222 

142.2 

0.44 

0.81' 

0.77 

0.95  1 

CRACKER  BARREL  OLD  COUNTRY  STORE 

07 

32 

11 

23 

0.02 

0.06 

61.1 

26 

50 

238 

161.1 

1.04 

1.41' 

1.59 

1.68  1 

DARDEN  RESTAURANTS 

05 

12 

7 

20 

0.08 

0.67 

150.5 

36 

61 

328 

62.7 

-0.59 

0.58 

0.49 

0.74  ] 

FOODMAKER 

09 

16 

2 

17 

0.00 

0.00 

39.1 

75 

59 

146 

123.3 

0.51 

0.89* 

NA 

1.06  J 

MCDONALD'S 

12 

49 

13 

20 

0.33 

0.68 

688.8 

7 

50 

1142 

79.8 

2.21 

2.37 

2.78 

2.63  j 

SHONEY'S 

10 

4 

0 

19 

0.00 

0.00 

48.6 

-38 

29 

102 

109.8 

0.61 

0.23 

0.15 

0.36  1 

TRICON  GLOBAL  RESTAURANTS 

12 

34 

23 

18 

0.00 

0.00 

151.8 

NA 

2 

13 

NA 

NA 

1.85 

NA 

2.07  1 

WENDY'S  INTERNATIONAL 

12 

21 

10 

16 

0.24 

1.14 

115.7 

2 

62 

380 

117.0 

1.20 

1.34 

1.54 

1.54  \ 

(B)  ENTERTAINMENT 


fiROllP  AVFRAfiF 

39 

17 

23 

0.1 1 

0. 1 1 

279.2 

I 

6 1 

586 

1 15.3 

1  05 

1  18 

1  .0£. 

1  7'i 

CInCUb  CIRCUS  cNTcKrKlScS 

01 

21 

12 

18 

0.00 

0.00 

95.1 

-40 

78 

271 

221.0 

0.99 

1.15 

1.04 

1.39  ; 

DISNEY  (WALT) 

09 

95 

26 

33 

0.53 

0.56 

674.0 

36 

46 

1417 

48.7 

1.96 

2.86* 

3.16 

3.20  . 

HARRAH'S  ENTERTAINMENT 

12 

20 

7 

18 

0.00 

0.00 

101.0 

1 

60 

303 

130.9 

0.95 

1.10 

1.17 

1.41 

MIRAGE  RESORTS 

12 

24 

8 

21 

0.00 

0.00 

179.0 

10 

68 

416 

118.0 

1.06 

1.11 

1.91 

1.26 

VIACOM 

12 

35 

33 

NM 

0.00 

0.00 

346.7 

0 

50 

522 

57.6 

0.30 

-0.30 

NA 

0.12  1 

(C)  HOTEL  &  MOTEL 

GROUP  AVERAGE 

60 

18 

28 

0.23 

0.51 

165.0 

42 

50 

474 

107.1 

1.72 

2.05 

2.85 

2.53 

HILTON  HOTELS 

12 

31 

13 

23 

0,32 

i.d3 

250.3 

19 

51 

490 

88.5 

0.79 

1.36 

1.38 

1.65 

in 

12 

76 

29 

34 

0.00 

0.00 

117.0 

75 

53 

464 

177.7 

2.11(b) 

2.23 

4.11 

2.94  ] 

MARRIOn  INTERNATIONAL 

12 

72 

12 

28 

0.36 

0.50 

127.6 

31 

46 

467 

55.2 

2.26 

2.56 

3.06 

3.00  1 

(D)  OTHER  LEISURE 

GROUP  AVERAGE 

36 

12 

21 

0.51 

1.21 

133.3 

22 

61 

427 

81.5 

1.38 

1.92 

2.32 

2.30  a 

AMERICAN  GREETINGS 

02 

37 

18 

15 

0.72 

1.96 

73.6 

30 

80 

420 

122.8 

2.23 

2.40 

2.45 

2.63  J 

BRUNSWICK 

12 

33 

13 

16 

0.50 

1.50 

99.5 

39 

67 

413 

73.4 

1.88 

2.14 

3.55 

2.45  f 

CARNIVAL 

11 

54 

12 

24 

0.60 

1.11 

297.2 

64 

44 

557 

29.8 

1.95 

2.21 

2.63 

2.50  1 

COLEMAN 

12 

13 

5 

28 

0.00 

0.00 

53.4 

-5 

12 

73 

37.1 

-0.78 

0.47 

0.55 

1.00  1 

EASTMAN  KODAK 

12 

61 

13 

17 

1.76 

2.90 

325.0 

-24 

53 

nil 

121.8 

3.00 

3.51 

3.70 

4.15  J 

HARLEY-DAVIDSDN 

12 

26 

5 

23 

0.14 

0.53 

151.8 

13 

62 

361 

99.3 

0.95 

1.15 

1.77 

1.34  ■ 

HASBRO 

12 

29 

12 

17 

0.32 

1.10 

132.2 

12 

72 

458 

103.3 

1.52 

1.71 

1.59 

1.94  1 

IMATION 

12 

17 

21 

32 

0.00 

0.00 

40.4 

-38 

70 

241 

97.5 

-0.49 

0.54 

NA 

0.86  1 

MATTEL 

12 

40 

6 

24 

0.28 

0.70 

290.5 

44 

79 

663 

76.2 

1.36 

1.66 

2.09 

1.97  ■ 

POLARIS  INDUSTRIES 

12 

30 

6 

12 

0.64 

2.11 

26.1 

28 

38 

101 

59.8 

2.24 

2.43 

3.25 

2.72  ■ 

POLAROID 

12 

43 

16 

17 

0.60 

1.41 

45.6 

-2 

94 

296 

113.0 

0.32 

2.49 

0.93 

3.22  m 

ROYAL  CARIBBEAN  CRUISES 

12 

48 

18 

21 

0.60 

1.25 

63.7 

105 

NA 

NA 

44.0 

2.37 

2.30 

3.03 

2.84  J 

15  MANUFACTURING 

INDUSTRY  AVERAGE 

41 

13 

19 

0.51 

1.22 

96.3 

25 

64 

370 

99.7 

1.86 

2.34 

3.34 

2.80  4 

(A)  GENERAL  MANUFACTURING 

GROUP  AVERAGE 

42 

11 

20 

0.65 

1.52 

124.0 

13 

66 

441 

83.8 

1.97 

2.16 

2.62 

2.56  3 

AEROOUIP-VICKERS 

12 

51 

17 

13 

0.80 

1.57 

28.2 

40 

73 

285 

92.7 

3.51 

4.05 

9.39 

4.38  J 

COLTEC  INDUSTRIES 

12 

23 

-6 

16 

0.00 

0.00 

65.4 

24 

85 

186 

88.4 

0.79 

1.42 

1.13 

1.71  1 

CORNING 

12 

42 

5 

22 

0.72 

1.70 

231.2 

-8 

60 

723 

108.2 

1.50(b) 

1.90 

1.81 

2.15  i 

EXIDE 

03 

24 

16 

18 

0.08 

0.34 

21.3 

3 

64 

107 

143.3 

0.90 

1.31 

0.08 

2.04  1 

FIRST  BRANDS 

06 

26 

10 

21 

0.32 

1.25 

40.1 

-9 

89 

211 

102.3 

1.53 

1.22* 

1.41 

1.57  "f 

FORTUNE  BRANDS 

12 

36 

24 

24 

0.84 

2.32 

171.6 

-27 

48 

581 

59.2 

2.80(b) 

1.48 

1.63 

1.68  1 

GRACE  (W.  R.) 

12 

73 

7 

22 

0.58 

0.80 

73.8 

41 

71 

393 

120.2 

2.32 

3.37 

3.83 

3.94  3 

HILLENBRAND  INDUSTRIES 

11 

45 

12 

20 

0.66 

1.48 

68.9 

23 

33 

247 

31.1 

2.02 

2.26 

2.10 

2.61  3 

ILLINOIS  TOOL  WORKS 

12 

55 

11 

24 

0.48 

0.88 

249.5 

37 

69 

642 

33.7 

1.97 

2,33 

2.97 

2.60 

1 

JOHNSON  CONTROLS 

09 

46 

18 

19 

0.86 

1.88 

83.8 

11 

65 

470 

69.4 

2.55(b) 

2.37- 

2.99 

3.36 

3 

MARK  IV  INDUSTRIES 

02 

23 

12 

13 

0.16(d) 

0.71 

60.0 

5 

72 

209 

46.7 

0.49(b) 

1.73 

1.20 

1.99 

I 

MINNESOTA  MINING  &  MFG. 

12 

97 

15 

24 

2.12 

2.18 

408.7 

17 

64 

1061 

53.3 

3.63 

4.04 

4.15 

4.62 

NEWELL 

12 

41 

10 

22 

0.54 

1.57 

159.1 

30 

66 

642 

49.6 

1.62 

1.84 

2,04 

2.12 

0 

PARKER  HANNIFIN 

06 

45 

14 

18 

0.60 

1.35 

111.6 

72 

72 

472 

79.2 

2.15 

2.45* 

3.80 

3.02 

4 

RUBBERMAID 

12 

24 

7 

26 

0.64 

2.64 

149.8 

7 

57 

434 

72.8 

1.01 

0.95 

0.73 

1.20 

7 

TUPPERWARE 

12 

24 

4 

13 

0.88 

3.69 

61.0 

-55 

69 

389 

191.2 

2.76 

1.86 

NA 

1.95 

3 

(B)  MACHINE  &  HAND  TOOLS 

GROUP  AVERAGE 

46 

13 

18 

0.50 

1.21 

50.8 

37 

56 

257 

66.7 

1.30 

2.57 

3.25 

2.98 

2 

BLACK  &  DECKER 

12 

37 

18 

16 

0.48 

1.31 

94.8 

22 

69 

402 

105.2 

1.64 

2.29 

2.85 

2.65 

,2 

CINCINNATI  MILACRON 

12 

30 

11 

15 

0.48 

1.62 

39.8 

35 

65 

255 

70.9 

1.73 

1.99 

3.36 

2.26 

n 

DANAHER 

12 

59 

15 

23 

0.10 

0.17 

58.5 

26 

38 

252 

28.2 

2.13 

2.55 

3.90 

2.90 

KENNAMETAL 

06 

53 

20 

19 

0.68 

1.29 

26.2 

36 

75 

244 

79.8 

2.62 

2.71* 

4.46 

3.25 

6 

LINCOLN  ELECTRIC 

12 

38 

17 

11 

0.60 

1.59 

24.6 

15 

6 

46 

13.1 

2.99 

3.43 

4.01 

3.78 

0 

SNAP-ON 

12 

44 

15 

18 

0.84 

1.91 

60.9 

23 

73 

373 

55.9 

2.16 

2.47 

3.01 

2.82 

,1 

SPX 

12 

68 

1 

23 

0.00 

0.00 

12.6 

76 

58 

136 

130.4 

-3.98 

2.97 

2.93 

3.82 

2 

STANLEY  WORKS 

12 

44 

7 

21 

0.80 

1.82 

89.3 

63 

67 

349 

50.3 

1.09 

2.11 

1.53 

2.39 

0 
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SAVIN'S  GOING  ID  WIN  YOU  OewnH 
DOCUMENT  HANDUNG  SOLUnONS  THAT  BRIDGE  THE 
GAP  BEIWEEN  ANALOG  AND  DIGIIAL  SYSIEMS. 


How  do  you  span  the  distance  between  yesterdays  office 
technology  and  tomorrows?  At  Sa\m  we  do  it  by  making  sure  you 
have  the  smart,  innovative  products  you  need  today. 

Like  high-speed,  high-volume  digital  imaging  systems  that  function 
as  both  stand-alone  copiers  or  networked  pnnters.  And  digital  full  color 
imaging  systems  that  edit  and  print  documents  from  hard  copy  , 
^-■-^  or  images  and  text  sent  directly  from  your  computer         '  ^ 
/^(|||^\     For  the  solutions  that  take  you  where  you  want  to  go. 


IQ 


backed  by  the  dedicated  people  and  service  you  deserve, 
contact  us  at  1-800-234-1900  or  www.savin.com. 


sai/in. 

WE'RE  GOING  TO  WIN  YOU  OVER 


SAVIN  CORPORATION,  333  LUDLOW  ST.,  STAMFORD,  CT  O6904 


INVESTMENT  OUTLOOK  SCOREBOARD 


i 


EARNINGS  PER  SHARE 


199S  ESTIMA1 


BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

FROM  AN 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

PRICE 

IINilimilUNAL 

TURN- 

1997 

ON 

l/B/E/S 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT. 

bHAIVbt 

HOLDINGS 

OVER 

1996 

ANALYil 

5-YR- 

CON- 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST. 

TREND 

SENSUS 

(C)  SPECIAL  MACHINERY 

GROUP  AVERAGE 

43 

16 

18 

0.47 

1.06 

114.7 

25 

71 

465 

137.0 

2.20 

2.76 

4.58 

3.31 

AGCO 

12 

27 

15 

9 

0.04 

0  15 

52.9 

~4 

80 

308 

123.2 

2.25(b) 

2.93 

6.19 

3,35 

ADDI  ipn  lUIATEDIAI  Q 

iU 

Q  Q 

OJ 

Q 
O 

ZD 

U.UU 

71 

821 

700. 1 

1 .64 

1 .32* 

3.57 

2.13 

BRIGGS  &  STRATTON 

06 

51 

13 

24 

1.12 

2.19 

24.9 

16 

72 

288 

72.0 

3.19 

2.16* 

3.23 

3,84 

CASE 

12 

62 

28 

12 

0.20 

0.32 

75.1 

14 

87 

447 

102.0 

4.48(b) 

5.07 

7.06 

5,62 

CATERPILLAR 

12 

48 

13 

11 

1.00 

2.09 

372.3 

27 

73 

885 

85.7 

3.54 

4.34 

5.60 

4,57 

CUMMINS  ENGINE 

12 

64 

35 

12 

1.10 

1.71 

38.2 

40 

70 

381 

115.1 

4  01 

5.44 

7.03 

5,24 

DEERE 

10 

55 

15 

15 

0.80 

1.45 

252.1 

35 

75 

914 

78.4 

3.14 

3.78* 

10.77 

4.28 

DOVER 

12 

57 

15 

20 

0.76 

1.13 

111.2 

33 

59 

601 

54.0 

3.45 

3.40 

4.91 

3.76 

DRESSER  INDUSTRIES 

10 

37 

9 

21 

0.76 

2.03 

175.4 

21 

76 

562 

89.6 

1.44 

1.81* 

2.42 

2,14 

PMC 

12 

73 

25 

15 

0,00 

0.00 

36.8 

4 

72 

319 

76.6 

5.73 

4.80 

5.44 

5.80 

HARNISCHFEGER  INDUSTRIES 

10 

38 

16 

12 

0.40 

1.05 

48.0 

-21 

81 

345 

133.8 

2.42 

3.20* 

2.95 

3,64 

INGERSOLL-RAND 

12 

41 

14 

17 

0.60 

1.47 

165.5 

38 

72 

614 

71.6 

2.22 

2.47 

3.42 

2.83; 

McDERMOn  INTERNATIONAL  03       32       11      37     0.20       0.54       55.8      87      81     277      141.3     -3.92(b)  0.85     0.25  1.70 

PENTAIR  12       38       15      19     0.54       1.43       38.1       17       57     208       31.8      1.73(b)  2.04     2.27  2.36 

STEWART  &  STEVENSON  SERVICES  01       22       15      16     0.34       1.56       33.2     -25      64     180      185.8     0.51       1.33     0.92  1.69 


TIMKEN 

12 

35 

16 

13 

0.66 

1.86 

63,0 

55 

66 

351 

68.4 

2,22 

2,55 

9,20 

2,86 

U.S.  FILTER 

03 

31 

16 

26 

0.00 

0.00 

92,9 

-1 

48 

387 

200.3 

0,77 

1,23 

1,58 

1,62  K 

UNOVA 

12 

17 

11 

20 

0.00 

0.00 

54,5 

NA 

NA 

NA 

NA 

0,78 

0,86 

NA 

1,12  M 

(D)  TEXTILES 

GROUP  AVERAGE 

28 

11 

21 

0.35 

1.03 

50.6 

34 

53 

164 

86.8 

1.46 

1.64 

1.77 

2.03  jB 

BURLINGTON  INDUSTRIES 

09 

15 

11 

15 

0.00 

0.00 

59,3 

32 

81 

173 

54.2 

0,66 

0,95* 

0,71 

1,34  llj 

COLLINS  &  AIKMAN 

12 

9 

-1 

55 

0.00 

0.00 

66,0 

42 

13 

56 

12.8 

0.47 

0,15 

NA 

0,73fl 

DEXTER 

12 

40 

15 

16 

0.95 

2.41 

23,2 

25 

79 

223 

67.2 

2,06 

2,45 

2,47 

2.70V 

FIELDCREST  CANNON 

12 

34 

25 

19 

0.00 

0.00 

9,2 

112 

46 

69 

231.3 

NA 

1,81 

NA 

2,09  ■ 

MOHAWK  INDUSTRIES 

12 

20 

7 

16 

0.00 

0.00 

52,0 

38 

43 

129 

107.1 

0,95 

1,25 

0,79 

1.41  i 

SHAW  INDUSTRIES 

12 

11 

5 

18 

0.30 

2.73 

134,5 

-7 

49 

182 

60.9 

0,25 

0,62 

0,42 

0.86  i 

SPRINGS  INDUSTRIES 

12 

50 

41 

15 

1.32 

2.62 

20,2 

17 

44 

257 

49.5 

4,32 

3,48 

4,54 

4,17  B 

UNIFI 

06 

38 

9 

21 

0.55 

1.47 

50,8 

18 

58 

216 

48,3 

1,18 

1,81* 

1,58 

2,19  £ 

WESTPOINT  STEVENS 

12 

40 

-14 

18 

0.00 

0.00 

30,1 

33 

51 

153 

149,9 

1,81 

2,21 

NA 

2,75  f 

16  METALS  &  MINING  1 

INDUSTRY  AVERAGE 

27 

17 

13 

0.46 

1.49 

74.1 

2 

57 

269 

93.1 

1.52 

1.99 

4.02 

2.48  1 

(A)  ALUMINUM 

GROUP  AVERAGE 

42 

24 

16 

0.60 

0.99 

95.0 

-2 

63 

428 

93.5 

2.13 

2.66 

14.26 

4.48  i 

ALUMAX 

12 

32 

30 

13 

0.00 

0.00 

54,8 

-5 

78 

280 

102,3 

4, 53(b) 

2,48 

NA 

4,05  1 

ALUMINUM  CO.  OF  AMERICA 

12 

57 

25 

14 

1.00 

1,49 

172.5 

5 

72 

848 

99,6 

2.94 

4,71 

25,05 

7,00  1 

KAISER  ALUMINUM 

12 

10 

1 

17 

0.00 

0,00 

79.0 

-11 

20 

96 

56,7 

0.00 

0,50 

NA 

1.49  f 

REYNOLDS  METALS 

12 

57 

37 

20 

1,40 

2,46 

73,9 

1 

82 

487 

115,4 

1.06 

2,85 

2,45 

5.36 

(B) STEEL 

GROUP  AVERAGE 

19 

15 

11 

0.26 

1.07 

64.6 

7 

55 

208 

97.5 

0.86 

1.33 

2.23 

1.87j 

AK  STEEL  HOLDING 

12 

20 

15 

8 

0,50 

2,54 

53,5 

-1 

67 

158 

114,4 

2.35(b) 

2,37 

1,78 

2.10 

ARMCO 

12 

5 

-3 

10 

0,00 

0,00 

107,1 

29 

62 

207 

63,5 

0.08 

0,52 

0,19 

0.59 

BETHLEHEM  STEEL 

12 

10 

10 

10 

0,00 

0,00 

112,8 

16 

60 

279 

199,3 

-3.15(b) 

1,07 

NA 

0.94 

COMMERCIAL  METALS 

08 

33 

24 

13 

0,52 

1.58 

14,8 

9 

43 

108 

33,0 

3.01 

2,53* 

4,11 

2.84 

INLAND  STEEL  INDUSTRIES 

12 

19 

19 

9 

0,20 

1,05 

48,9 

-4 

84 

256 

118,8 

1.17(b) 

2,17 

1,80 

1.95 

LTV 

12 

11 

16 

10 

0.12 

1,08 

103,0 

-6 

70 

190 

89,9 

1.01 

1,09 

0,63 

1.00 

NATIONAL  STEEL 

12 

15 

17 

4 

0.00 

0,00 

43.3 

52 

42 

92 

83,1 

0.78 

3,59 

1,52 

2.72 

NUCOR 

12 

50 

21 

15 

0.40 

0.80 

87.9 

-2 

62 

524 

79,7 

2.83 

3,36 

5,18 

3.68 

ROUGE  INDUSTRIES 

12 

15 

20 

12 

0,12 

0,79 

22.0 

-27 

29 

40 

25,4 

1.07 

1,23 

0,86 

1.12 

USX-U.3.  STEEL  GROUP 

12 

31 

19 

7 

1.00 

3,19 

85.2 

0 

77 

433 

118,0 

2.97(b) 

4,44 

5,01 

4.20 

WEIRTON  STEEL 

12 

3 

3 

NM 

0.00 

0.00 

42,8 

-15 

23 

37 

74,3 

-1.05 

-0,08 

NA 

0.34 

WHX 

12 

12 

25 

NM 

0.00 

0.00 

20.4 

33 

44 

77 

186,7 

-0.82(b) 

-5,03 

NA 

1.41 

WORTHINGTON  INDUSTRIES 

05 

18 

8 

17 

0.52 

2.87 

95,8 

0 

50 

294 

80,2 

0.97 

1.07 

1,17 

1.34 

(C)  OTHER  METALS 

GROUP  AVERAGE 

32 

18 

13 

0.72 

2.41 

79.2 

-8 

58 

290 

83.3 

2.28 

2.72 

3.58 

2.46 

ASARCO 

12 

25 

42 

9 

0.80 

3.22 

40,8 

0 

55 

287 

162,7 

3.24 

2,59 

3,91 

1.25 

CYPRUS  AMAX  MINERALS 

12 

18 

26 

12 

0.80 

4,37 

93,5 

-22 

64 

348 

85.1 

0.75(b) 

1,53 

0,94 

1.29 

ENGELHARD 

12 

18 

6 

16 

0.40 

2,25 

144,5 

-7 

44 

330 

35,1 

1,05 

1,14 

1,67 

1.35 

ESSEX  INTERNATIONAL 

12 

32 

9 

12 

0.00 

0,00 

29,5 

NA 

27 

48 

NA 

1,34 

2,64 

NA 

2.95 

FREEPORT-McMORAN  COPPER  &  GOLD 

12 

21 

2 

20 

0.90 

4,30 

193,4 

-30 

46 

387 

39,7 

0,89 

1,07 

1.35 

0.98 

GENERAL  CABLE 

12 

34 

4 

15 

0.05 

0,15 

24,5 

NA 

71 

94 

NA 

1,62 

2,19 

NA 

2.56  , 

HARSCO 

12 

40 

14 

15 

0.80 

2,02 

48,2 

15 

59 

269 

33,8 

2,39 

2,66 

2,77 

2.88 

PHELPS  DODGE 

12 

55 

43 

8 

2.00 

3,02 

59,4 

-2 

83 

553 

142,1 

5,97 

7,83 

10,84 

6.43 

17  NONBANK  FINANCIAL 

INDUSTRY  AVERAGE 

60 

29 

17 

0.81 

1.37 

165.3 

39 

58 

451 

74.4 

3.24 

3.71 

4.53 

4.21 

(AS  FINANCIAL  SERVICES 

GROUP  AVERAGE 

57 

18 

18 

0.73 

1.29 

249.1 

45 

58 

554 

86.8 

2.98 

3.49 

4.03 

3.90 

ADVANTA 

12 

29 

20 

19 

0.44 

1,54 

44.3 

-33 

23 

116 

316,9 

3,89 

1,50 

2,94 

2.97 

AMERICAN  EXPRESS 

12 

79 

20 

19 

0.90 

1,14 

465.8 

40 

63 

1273 

69,5 

3,90 

4,15 

6,43 

4.74 

ASSOCIATES  FIRST  CAPITAL 

12 

64 

17 

22 

0.40 

0,62 

346.4 

45 

15 

358 

15,5 

2,47 

2,97 

NA 

3.51 

BEAR  STEARNS 

06 

42 

25 

10 

0.60(d) 

1,45 

118.2 

56 

59 

365 

70,8 

3.27 

4,20* 

3,79 

4.04  ; 

BENEFICIAL 

12 

78 

32 

14 

2.28 

2,94 

53.1 

22 

60 

419 

79,1 

5,08 

5,49 

5,68 

5.02  j| 

I 
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Private  Banker. 


)ody  is  confined  to  a  very  narrow  space. 


pind,  however,  is  expanding  geometrically. 


■  >  V 


i  delighted  he  exists  on  this  higher  plane. 
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INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE  i 

f  1998  ESTIM/j 


BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

FROM  A 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

PRICE 

lllblllUIIUNAL 

TURN- 

1997 

ON 

l/B/E/S 

COMPANY 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT 

HOLDINGS 

OVER 

1996 

nliML  1 0 1 

5-YR 

CON- 

FY 

PRICE 

SHARE 

EST. 

RATE 

% 

MILS. 

% 

7o 

NUMBER 

% 

ACTUAL 

EST 

TREND 

SENSUS 

04 

41 

Q 

n  fin 

A  1 

'  74 

456 

oZ .  D 

U.hD 

U.O/ 

Z.U4 

CAPITAL  ONE  FINANCIAL 

12 

45 

13 

17 

0.32 

0.71 

65.6 

26 

65 

253 

159.8 

2.32 

2.57 

2.98 

3.18 

COUNTRYWIDE  CREDIT  INDUSTRIES 

02 

41 

17 

15 

0.32 

0.78 

107.4 

43 

80 

326 

79.9 

2.44 

2.74 

2.73 

3.11 

DONALDSON,  LUFKIN  &  JENREHE 

12 

73 

32 

13 

0.50 

0.69 

55.8 

102 

92 

134 

37.2 

4.55(b) 

5.67 

8.60 

5.07 

nilM  SL  RDAriQTDPPT 
UUn  0(  DnHUOInLCI 

1  9 

9ft 

—  ^ 

i  D 

u.oo 

■5    1  /I 

I  /  U.D 

79 

562 

UO.O 

-U.  Id 

1   Q 1 
i  .C3  i 

1.96 

EDWARDS  (A.G.) 

02 

34 

14 

14 

0.52 

1.52 

94.9 

52 

49 

317 

73.2 

2.24 

2.50 

2.66 

2.48 

EQUIFAX 

12 

34 

3 

26 

0.35 

1.03 

143.6 

11 

58 

474 

67.6 

1.22 

1.29 

1.78 

1.52 

FANNIE  MAE 

12 

53 

12 

19 

0.84 

1.59 

1039.3 

40 

80 

1608 

54.6 

2.50 

2.81 

3.07 

3.17 

PIQCT  AMPRirAN  PIMANPIAI 

rino  1  HiviLnibHn  rinHnuiHL 

1  9 

1 

D  1 

1  9 

u.ou 

1  1 
L.O  I 

i  1  .0 

AQ 

45 

101 

4.  Do 

0  C^~l 
d.'O  I 

D.  io 

FRANKLIN  RESOURCES 

09 

90 

14 

26 

0.36 

0.40 

126.1 

97 

35 

453 

41.7 

2.52 

3.43* 

4.22 

4.28 

FREDDIE  MAC 

12 

41 

10 

22 

0.40 

0.97 

683.1 

50 

77 

902 

43.3 

1.67 

1.90 

2.32 

2.20 

GREEN  TREE  FINANCIAL 

12 

31 

11 

12 

0.35 

1.14 

136.1 

-21 

71 

670 

160.4 

2.20 

2.52 

3.83 

3.63 

uniKPunin  iNTPRNATinNAi 

nuuocnuLU  in  i  LniiHi  lunHL 

12 

1  9A 

40 

1 9 

i  .DO 

1  33 

0  / 

59 

677 

oD.  i 

D.3  L 

A^ 

R  /I  9 

7  Q/ 

LCniVlHli  DnUlnLnO  nULUIPIUO 

i  1 

^  1 

1  9 

n  9A 

0  47 

1  m  Q 

0  i 

58 

384 

"5  OA 

A  9Q 

0. 

o.o4 

MARSH  &  Mclennan 

12 

74 

20 

21 

2.00 

2.69 

169.7 

43 

60 

638 

54.4 

3.17 

3.62 

3.95 

4.24 

MERRILL  LYNCH 

12 

70 

22 

15 

0.80 

1.14 

332.4 

72 

47 

661 

100.7 

4.03(b) 

4.74 

5.04 

4.46 

MORGAN  STANLEY,  DEAN  WIHER,  DISCOVER 

11 

54 

20 

14 

0.56 

1.03 

591.9 

57 

49 

840 

43.9 

3.61(b) 

3.75 

3.90 

3.95 

PAINEWEBBER  GROUP 

12 

34 

13 

13 

0.44 

1.30 

132.3 

81 

29 

262 

107.8 

2.25(b) 

2.53 

1.47 

2.44 

SCHWAB  (CHARLES) 

12 

39 

4 

37 

0.16 

0.42 

265.4 

81 

39 

449 

72.2 

0.87 

1.04 

1.34 

1.24 

SLM  HOLDING 

12 

129 

14 

14 

1.76 

1.36 

50.5 

39 

83 

419 

106.8 

7.41 

9.25 

8.78 

11.04 

TRAVELERS  GROUP 

12 

51 

15 

19 

0.40 

0.79 

959.8 

68 

58 

1264 

66.0 

2.30 

2.70 

3.08 

3.19 

(B)  INSURANCE 


GROUP  AVERAGE 

62 

37 

16 

0.88 

1.47 

125.3 

32 

57 

409 

59.9 

3.55 

3.93 

5.05 

4.43 

AETNA 

12 

75 

71 

17 

0.80 

1.07 

148.6 

-6 

78 

755 

145.0 

1.36 

4.34 

2.49 

4.86 

AFLAC 

12 

46 

2 1 

2  7 

0.46 

1.00 

136.0 

8 

52 

394 

40.4 

2.73 

2.65 

3.56 

3.08 

ALLMERICA  FINANCIAL 

12 

49 

38 

1 5 

0.20 

0.41 

60.0 

45 

44 

197 

45.7 

3.63 

3.25 

NA 

3.82 

12 

86 

36 

]  7 

0.96 

1  12 

430  0 

48 

69 

1101 

46  1 

4  63 

5  20 

6  92 

5  66 

AMERICAN  BANKERS  INSURANCE  GROUP 

12 

41 

16 

18 

0.44 

1.09 

41.6 

58 

60 

241 

69.3 

2.16(b) 

2.31 

2.67 

2.59 

AMFRirAN  FIN&NriAl  GRnilP 

12 

36 

29 

10 

1  00 

2  75 

59  0 

_4 

NA 

NA 

35  1 

4.31 

3  51 

3  71 

3  63 

AMFRirAN  RFNFRAI 

12 

54 

30 

15 

1  40 

2  50 

243  5 

32 

70 

645 

46  8 

2  79 

3  50 

3.74 

3.98 

AMFRirAN  INTERNATIONAL  GROUP 

mviuiiivmi  111  1  tnimi  luiinL  unuui 

12 

101 

34 

22 

0  30 

0  30 

701.5 

40 

51 

1549 

38  1 

4  10 

4.60 

5.38 

5  22 

AON 

12 

53 

17 

23 

1.04 

1.97 

167.7 

28 

53 

402 

31.2 

1.65 

2.34 

2.29 

3.16 

RFRKI  FY         R  \ 

1 2 

42 

3 1 

1 5 

0  44 

1  06 

29  5 

23 

69 

192 

106  8 

2  56 

2  85 

2  82 

3  24 

THIIRR 

on  UDD 

12 

7  ^ 

32 

\  7 

1  15 

1  54 

176  1 

32 

64 

749 

59  3 

2  75 

4  09 

3  83 

4  61 

CIGNA 

12 

167 

108 

12 

3  32 

1  99 

74  2 

22 

78 

751 

76  8 

13  85 

14  10 

15  39 

1 5  OC 

CINCINNATI  FINANCIAL 

12 

102 

75 

24 

1.64 

1.62 

54.9 

56 

35 

194 

26.3 

3.92 

4.30 

4.57 

4.69 

CNA  FINANCIAL 

12 

123 

126 

15 

0.00 

0.00 

51.8 

14 

95 

127 

12.2 

15.51 

8.33 

21.19 

8.11 

12 

47 

20 

1 7 

0.50 

1 .07 

188.0 

46 

67 

64 1 

154.7 

1.96(b) 

2.70 

2.65 

3.35 

EQUITABLE 

12 

48 

23 

17 

0.20 

0.42 

222.1 

94 

28 

294 

51.6 

0.93(b) 

2.84 

2.28 

3.U 

EVEREST  REINSURANCE  HOLDINGS 

12 

38 

25 

13 

0.16 

0.42 

50.5 

32 

84 

270 

65.6 

2.22 

2.83 

9.20 

3.22 

GENERAL  RE 

12 

199 

102 

1 7 

2.20 

1.11 

78.4 

26 

81 

818 

52.6 

11.00 

1 1.95 

13.51 

13.11 

HARTFORD  FINANCIAL  SERVICES  GROUP 

12 

84 

49 

13 

1.60 

1.91 

118.1 

24 

66 

652 

67.4 

-0.84 

6.27 

NA 

7.03 

HARTFORD  LIFE 

12 

38 

14 

18 

0.36 

0.94 

140.0 

NA 

10 

208 

NA 

0.19 

2.15 

NA 

2.56 

JEFFERSON-PILOT 

12 

76 

37 

18 

1.60 

2.10 

70.9 

35 

43 

390 

53.3 

4.09 

4.17 

4.74 

4.87 

JOHN  ALOEN  FINANCIAL 

12 

27 

19 

16 

0.48 

1.78 

24.8 

46 

69 

111 

154.6 

-0.12 

1.66 

0.57 

1.99 

LIBERTY  FINANCIAL 

12 

36 

27 

15 

0.27 

0.74 

44.4 

39 

13 

75 

22.1 

2.24 

2.40 

3.00 

2.67 

LINCOLN  NATIONAL 

12 

72 

45 

15 

1.96 

2.74 

102.2 

36 

61 

475 

57.5 

4.91 

4.50 

4.92 

5.02 

LOEWS 

12 

106 

81 

12 

1.00 

0.94 

115.0 

13 

48 

576 

48.0 

11.91 

8.95 

17.11 

10.35 

NATIONWIDE  FINANCIAL  SERVICES 

12 

34 

16 

17 

0.24 

0.70 

128.5 

NA 

14 

211 

NA 

1.69 

1  96 

NA 

2.30 

OHIO  CASUALTY 

12 

46 

37 

16 

1.58 

3.68 

33.9 

29 

49 

181 

55.3 

2.76 

2.84 

2.86 

3.26 

OLD  REPUBLIC  INTERNATIONAL 

12 

36 

23 

13 

0.52 

1.44 

92.8 

35 

69 

286 

34.9 

2.44(b) 

2.78 

2.85 

3.03 

ORION  CAPITAL 

12 

45 

25 

15 

0.64 

1.42 

27.6 

47 

62 

193 

36.7 

3.12 

2.99 

3.50 

3.44 

PROGRESSIVE 

12 

102 

29 

23 

0.24 

0.24 

72.2 

51 

62 

349 

57.1 

4.14 

4.53 

5.23 

5.22 

PROTECTIVE  LIFE 

12 

56 

23 

16 

0.80 

1.43 

30.8 

41 

65 

209 

32.6 

2.94 

3.47 

4.12 

3.95 

PROVIDENT 

12 

33 

22 

18 

0.40 

1.22 

135.1 

36 

54 

277 

30,9 

1.46 

1.80 

1.68 

2.27 

RELIANCE  GROUP  HOLDINGS 

12 

13 

8 

12 

0.32 

2.51 

114.8 

40 

36 

160 

48,9 

0.41 

1.06 

0.74 

1.17 

RELIASTAR  FINANCIAL 

12 

37 

21 

14 

0.62 

1.68 

90.2 

28 

63 

357 

59,7 

2.37(b) 

2.58 

3.45 

2.94 

SAFECO 

12 

49 

36 

16 

1.28 

2.62 

126.3 

24 

54 

410 

93.2 

3,48 

3.02 

3.39 

3.56 

ST.  PAUL 

12 

80 

53 

14 

1.88 

2.35 

83.6 

36 

78 

521 

63.3 

6.49 

5.60 

6.49 

6.06 

SUNAMERICA 

09 

41 

12 

23 

0,40 

0.99 

195.3 

36 

62 

534 

88.4 

1.30 

1.74* 

2.30 

2.25 

TIG  HOLDINGS 

12 

32 

24 

12 

0.60 

1.86 

51.4 

-5 

85 

220 

122.0 

1.30 

2.69 

3.45 

2.95 

TORCHMARK 

12 

41 

13 

16 

0.60 

1.46 

140.0 

62 

43 

425 

57.5 

2.24 

2.58 

2.56 

2.87 

TRANSAMERICA 

12 

109 

73 

18 

2.00 

1.84 

62.7 

37 

60 

440 

64.3 

6.59 

6.11 

7.43 

7.81 

TRANSATLANTIC  HOLDINGS 

12 

71 

38 

15 

0.40 

0.56 

34,6 

33 

89 

197 

22.0 

4.49 

4.69 

6.01 

5.20 

TRAVELERS  PROPERTY  CASUALTY 

12 

40 

19 

14 

0.30 

0.75 

393.1 

12 

13 

212 

10.6 

1.05 

2.82 

NA 

3.15 

UNITRIN 

12 

62 

40 

17 

2.40 

3.87 

37.5 

11 

27 

136 

39.5 

3.51 

3.62 

4.07 

4.23 

UNUM 

12 

47 

17 

19 

0.57 

1.20 

138.8 

31 

76 

501 

51.2 

1.63 

2.45 

2.03 

2.83 

USF&G 

12 

20 

17 

13 

0.28 

1.39 

111.0 

-3 

60 

383 

91.8 

1.93(b) 

1.57 

3.21 

1.88 

(C)  SAVINGS  &  LOAN 

GROUP  AVERAGE 

56 

24 

23 

0.61 

1.00 

101.6 

57 

59 

312 

125.1 

1.99 

3.09 

2.95 

3.87 

AHMANSON  (H.  F.) 

12 

60 

25 

18 

0.88 

1,48 

94.4 

83 

91 

485 

157.5 

0.91(b) 

3,30 

2.69 

3.95 

CHARTER  ONE  FINANCIAL 

12 

59 

22 

16 

1.00 

1.69 

49.6 

48 

65 

275 

151.9 

2.54 

3.73 

2,52 

4.28 

DIME  BANCORP 

12 

24 

10 

18 

0.16 

0.66 

101.5 

64 

54 

235 

112.3 

0.95(b) 

1.38 

1,42 

1.60 
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Comparing  the 
traditionallRA 
to  the  Roth  IRA 
comes  down  to 
one  question: 


''Vmch  IRA 
mts  more  money 
in  my  pocketr 

\  Koth  IRA,  all  investments  and  earnings  can  be  withdrawn  tax-free  once  you  retire  -  which  means 
IK  )re  money  could  stay  in  your  pocket.  INVESCO  clients  know  about  the  advantages  of  Roth  IRAs, 
i  use  they  depend  on  us  to  help  them  get  the  most  out  of  their  money.  After  all,  for  over  65  years, 
ve  provided  retirement  services  to  thousands  of  people  and  investment  advisors,  as  well  as  401(k) 
rtise  to  leading  companies.  Call  an  INVESCO  award-winning  sei-vice  representative  today,  or  consult 
r  financial  advisor,  to  help  you  choose  the  options  that  might  be  best  for  you  -  so  you  can  earn 

more  money  to  enjoy  in  retirement. 

all  INVESCO  at  1-800-220-6792,  ext.  134. 


Ask  us  about  our  INXliSCO  ludustrial  hicoiue  Fund,  which 
?ks  capital  appreciation  anc/  current  income  -  it  could  he 
right  fund  for  your  Roth  IRA.  We'll  send  you  a  prospectus 
containing  information  on  management  fees,  lisks  and 
expenses.  Please  read  it  carefully  before  you  inrest. 


INVESCO 

Industrial  Inc 

)me  Fund 

Annualized  Returns*  Thro 

ugh  9/30/97 

1  Year 

S  Year 

10  ^ear 

33.93'M) 

17.4  r''o 

14.67M. 

O  INVESCO  FUNDS 


Your  retirement  partner. 

*  Total  reliirn  cissumes  reiitivstiuent  of  till  ilirulciuls  unci  capittil  t^iiiH  ilisthhittioiis.  IiuvstmeiU  return  and  pnucijuil  niliie 
will  i  ciiy     that,  ii  heii  redeemed,  cm  nwestor's  .•shares  mciv  Iv  ifoHh  mure  or  less  tha)i  their  (jri^^iiuil  cusl 

Please  consult  a  tax  advisor  for  specif ic  cjuestious  ahcjut  your  individucd  tax  circumstances. 
©  INX'ESCO  1997     INXHSCO  Distributors.  Inc..  Distributor  (formerly  INITSCO  Funds  Group.  Inc.,  Dislrihutor) 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1998  ESTII 


BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

fromI 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS, 

PRICE 

INSIIIUIIONAL 

TURN- 

1997 

ON 

I/8/E7H 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1996 

ANALYST 

5-YR 

CON-B 

COMPANY 

P< 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST, 

TREND 

SENSUB 

GOLDEN  STATE  BANCORP 

06 

33 

20 

54 

0.00 

0,00 

50,3 

43 

29 

49 

120,2 

0,35(b) 

0,52* 

NA 

I.7I 

GOLDEN  WEST  FINANCIAL 

12 

90 

45 

15 

0.50 

0,56 

56,8 

42 

52 

340 

52,2 

6,33 

5,17 

6.29 

5.8l 

WASHINGTON  MUTUAL 

12 

69 

20 

21 

1.12 

1,62 

257,2 

50 

53 

489 

155,2 

0, 85(b) 

3,35 

1.83 

4.7| 

18  OFFICE  EQUIPMENT  &  COMPUTERS  | 

INDUSTRY  AVERAGE 

40 

9 

34 

0.15 

0.30 

240.1 

29 

54 

516 

259.9 

0.93 

1.34 

2.57 

I.9I 

(A)  BUSINESS  MACHINES  &  SERVICES 

GROUP  AVERAGE 

35 

8 

21 

0.47 

1.05 

62.1 

39 

55 

271 

204.0 

0.68 

1.60 

1.74 

pnniiDiirnu  cvctcmc 
UUIVirUbUIVI  oiolclVio 

12 

10 

4 

16 

0.00 

0,00 

46,0 

-5 

18 

71 

155,9 

0,51(b) 

0,53 

0.85 

0.7I 

DELUXE 

12 

35 

7 

17 

1.48 

4,19 

81,2 

8 

70 

406 

51,3 

0.80 

2.13 

1.11 

2.3 

DIEBOLD 

12 

46 

9 

26 

0.50 

1,08 

69,0 

10 

52 

325 

87,3 

1.42 

1.77 

2.18 

2.1 

MERISEL 

12 
-  - - 

5 

1 

NM 

0.00 

0,00 

35,0 

183 

14 

33 

279.9 

-4.68 

-0.02 

NA 

0.2 

KAIPDn  A  PC 

MILKUAbb 

10 

20 

15 

14 

0.00 

0,00 

15,7 

1 

69 

118 

513-5 

0.89 

1.40* 

0.49 

1.81 

MILLER  (HERMAN) 

05 

51 

6 

22 

0.29 

0,57 

45,9 

79 

64 

291 

187.5 

1.55 

2.31 

2.42 

2.6 

PITNEY  BOWES 

12 

84 

14 

24 

1.50 

1,90 

141.8 

54 

73 

685 

46.8 

3.12 

3.56 

3.91 

4.0 

REYNOLDS  &  REYNOLDS 

09 

19 

5 

27 

0.32 

1,58 

80.2 

-27 

56 

290 

133.8 

1.10 

0.70* 

1.15 

1.2 

TECH  DATA 

01 

U.UU 

U.UU 

380. 1 

1.35 

1.91 

1 .80 

2.3 

(B)  COMPUTERS  &  PERIPHERALS 

GROUP  AVERAGE 

40 

10 

47 

0.13 

0.16 

288.4 

37 

56 

600 

348.3 

0.89 

1.57 

3.40 

2.2 

APPLE  COMPUTER 

09 

18 

8 

NM 

0.00 

0,00 

127.9 

--15 

22 

289 

455.2 

-5.59 

-S.29* 

NA 

0,11 

COMPAQ  COMPUTER 

12 

62 

11 

23 

0.00 

0,00 

757.0 

110 

70 

1335 

291.5 

1.89 

2.68 

4.08 

3,3! 

DATA  GENERAL 

09 

18 

9 

14 

0.00 

0,00 

41.3 

24 

100 

307 

347.7 

0.68 

1.26* 

NA 

1,3( 

DFI I  rOMPUTER 

01 

84 

4 

33 

0.00 

0.00 

330.8 

217 

51 

699 

754.4 

1.39 

2.56 

3.07 

3,4' 

DIGITAL  EQUIPMENT 

06 

49 

23 

72 

0  00 

0  00 

147  8 

36 

58 

407 

'^52  8 

-0  97 

0  68* 

NA 

2  4' 

EMC 

12 

30 

4 

29 

0.00 

0.00 

495,9 

83 

58 

726 

130.4 

0.79 

1.04 

2.08 

1,3: 

GATEWAY  2000 

12 

29 

5 

23 

0.00 

0.00 

154,1 

7 

22 

331 

528,0 

1.61 

1.24 

1.54 

2,0i 

HEWLEH-PACKARD 

10 

61 

16 

21 

0.56 

0.92 

1038,9 

22 

48 

1604 

69,9 

2,46 

2.95* 

4.13 

3,4' 

INTERNATIONAL  BUSINESS  MACHINES 

12 

110 

20 

18 

0.80 

0.73 

972,2 

45 

49 

1729 

138.0 

5,12 

6.18 

8.83 

7,0; 

IOMEGA 

12 

33 

3 

37 

0.00 

0.00 

129,9 

90 

20 

140 

489.7 

0,43 

0.90 

1.15 

1,2! 

LEXMARK  INTERNATIONAL  GROUP 

12 

32 

8 

15 

0.00 

0.00 

70.7 

15 

72 

177 

109.0 

1,68 

2.09 

NA 

2,4^ 

MICRON  ELECTRONICS 

08 

11 

4 

12 

0.00 

0.00 

95.5 

-43 

17 

113 

297.4 

0,48 

0.92* 

NA 

0.6( 

NCR 

12 

30 

13 

492 

0.00 

0.00 

102,7 

-12 

45 

322 

145.6 

-1,07 

0.06 

NA 

1.3! 

QUANTUM 

03 

27 

8 

10 

0.00 

0.00 

136,2 

86 

80 

366 

976.5 

1, 03(b) 

2.59 

2.58 

3.2'. 

SEAGATE  TECHNOLOGY 

06 

23 

13 

9 

0,00 

0.00 

244,5 

-43 

72 

727 

309.7 

0,97(b) 

2.61* 

2.61 

0.7f 

SILICON  GRAPHICS 

06 

13 

10 

31 

0.00 

0.00 

187,2 

-49 

59 

451 

222.2 

0-65 

0.43* 

0.53 

0.62 

STORAGE  TECHNOLOGY 

12 

65 

24 

17 

0.00 

0.00 

51,4 

35 

67 

338 

157.9 

3,00 

3.77 

6.59 

4.3; 

SUN  MICROSYSTEMS 

06 

36 

8 

18 

0.00 

0.00 

374,6 

40 

55 

909 

355,6 

1,21 

1.95* 

2.41 

2.2^ 

UNISYS 

12 

14 

1 

32 

0.00 

0.00 

175,8 

113 

40 

258 

292,2 

-0,34 

0.45 

NA 

0.78 

WESTERN  DIGITAL 

06 

20 

8 

7 

0.00 

0.00 

85,9 

-29 

76 

284 

790,5 

1,01 

2.85* 

3.05 

0.35 

XEROX 

12 

78 

15 

20 

1,28 

1.55 

325,9 

48 

77 

1082 

77,1 

3, 31(b) 

3.96 

4.92 

4.56 

(C)  COMPUTER  SOFTWARE  &  SERVICES 


GROUP  AVERAGE 

42 

8 

26 

0.06 

0.15 

264.6 

18 

51 

535 

200.6 

1.06 

1.05 

2.25 

1.77 

AMERICA  ONLINE 

05 

75 

2 

NM 

0,00 

0,00 

102,2 

125 

75 

354 

388,8 

0.28 

-5,22* 

NA 

0.9C 

AUTOMATIC  DATA  PROCESSING 

05 

56 

9 

32 

0,45 

0,82 

292,5 

31 

69 

855 

51,7 

1.57 

1.76* 

2,03 

2.0E 

BAY  NETWORKS 

05 

30 

5 

NM 

0,00 

0,00 

211,5 

43 

54 

479 

307,9 

1  04 

-1.46* 

NA 

I.IC 

CABLETRON  SYSTEMS 

02 

23 

8 

20 

0,00 

0,00 

157,8 

-30 

54 

531 

215,1 

1.43 

1,15 

1,65 

1.2E 

CERIDIAN 

12 

44 

3 

15 

0,00 

0,00 

77,8 

8 

79 

454 

153,5 

2.39 

2,71 

3,50 

1.87 

CHS  ELECTRONICS 

12 

19 

13 

15 

0,00 

0,00 

48,6 

65 

35 

106 

212,9 

0,77 

1,27 

NA 

1.5C 

CISCO  SYSTEMS 

07 

86 

5 

57 

0,00 

0,00 

670,8 

36 

59 

1572 

357,5 

1,37 

1,52* 

2.90 

2.65 

COMDISCO 

09 

29 

10 

19 

0, 20(c) 

0,58 

74,0 

38 

52 

219 

49,5 

1,33 

1,56* 

2.59 

1.8C 

COMPUSA 

05 

37 

6 

37 

0.00 

0,00 

91,9 

76 

80 

295 

274.4 

0,66 

0,99* 

1.27 

1.32 

COMPUTER  ASSOCIATES  INTERNATIONAL 

03 

52 

3 

25 

0.07 

0,13 

546.8 

57 

52 

975 

107.5 

0,65 

2.06 

1.76 

2.4C 

COMPUTER  SCIENCES 

03 

79 

23 

23 

0.00 

0,00 

77.6 

-4 

67 

546 

121.0 

2,46 

3.40 

3.69 

3.95 

ELECTRONIC  DATA  SYSTEMS 

12 

38 

10 

20 

0.60 

1,58 

490.1 

-12 

40 

729 

87.8 

0.89 

1.88 

1.54 

2.21 

FIRST  DATA 

12 

28 

8 

19 

0.08 

0,28 

434.5 

-22 

83 

1053 

121,7 

1,37 

1.52 

1.87 

1.73 

GALILEO  INTERNATIONAL 

12 

27 

6 

18 

0.06 

0,22 

104.8 

NA 

12 

37 

NA 

1,55 

1.48 

NA 

1.71 

INACOM 

12 

28 

19 

14 

0.00 

0,00 

11.6 

-29 

91 

125 

571,5 

1, 64(b) 

2.09 

1,95 

2.56 

INGRAM  MICRO 

12 

31 

7 

23 

0.00 

0,00 

134.3 

33 

14 

121 

37,3 

0,88 

1.31 

NA 

1.59 

INTERGRAPH 

12 

11 

8 

NM 

0.00 

0,00 

48.1 

3 

44 

181 

159,5 

-1,45 

-0.96 

NA 

0.39 

MICROSOFT 

05 

142 

9 

54 

0.00 

0,00 

1205.7 

71 

34 

1745 

155.2 

1,72 

2.63* 

3,10 

3.24 

ORACLE 

05 

33 

3 

30 

0-00 

0,00 

980.5 

20 

45 

1103 

200.4 

0,81 

1.10 

1.81 

1.42 

SABRE  GROUP  HOLDINGS 

12 

26 

5 

17 

0.00 

0,00 

130.8 

-8 

15 

152 

24.7 

1,43 

1.53 

NA 

1.51 

SAFEGUARD  SCIENTIFICS 

12 

32 

6 

48 

0.00 

0,00 

31.3 

-1 

13 

79 

84.0 

0,51 

0.66 

0.98 

0,71 

3COM 

05 

36 

7 

23 

0.00 

0,00 

345.9 

-51 

50 

794 

574,9 

2, 01(b) 

1.51 

3.08 

2.22 

VANSTAR 

04 

14 

4 

14 

0.00 

0,00 

43.0 

-44 

27 

91 

195,3 

0,69 

0.95 

NA 

1.30 

WANG  LABORATORIES 

06 

22 

8 

NM 

0,00 

0,00 

38-2 

9 

84 

131 

161,4 

-0,77 

-0,30* 

NA 

0.85 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  AVERAGE 

46 

24 

31 

1.04 

2.27 

127.6 

14 

65 

454 

73.2 

1.59 

1.27 

2.46 

2.65 

(A)  FOREST  PRODUCTS 

GROUP  AVERAGE 

51 

25 

28 

1.25 

2.52 

76.7 

14 

61 

376 

65.7 

-0.03 

1.47 

1.61 

3.09 

GEORGIA-PACIFIC 

12 

85 

40 

37 

2,00 

2,34 

91,9 

19 

62 

571 

92,9 

1,78 

2,31 

1.51 

5.59 

LOUISIANA-PACIFIC 

12 

20 

12 

NM 

0,56 

2,77 

109,5 

-4 

50 

322 

59.8 

-1,87 

-0,60 

NA 

0.59 

RAYONIER 

12 

49 

22 

18 

1,20 

2,46 

28,6 

27 

72 

235 

44.2 

0,00 

2,71 

NA 

3.10 
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A  Delta  Air  Lines 


N  TOP  OF  THE  WORLD" 


Loves  me.  Loves  me. 


True  love  is  unconditional. 

It's  devotion.  Respect. 
Admiration  and  adoration. 
It's  bringing  you  hot  tea 
when  you're  not  feeling  so  well. 
And  it's  helping  you  celebrate 
an  overseas  success. 
It's  why,  at  Delta  Air  Lines,  we  do 
everything  we  can 
to  bring  your  mind  and  body 
to  the  place  you  want  to  be. 
After  all,  when  you're  in  love 
you  can  do  anything. 


Air  Lines  at  1-800-221-1212 ,  or  visit  us  at  www.delta-air.com 


INVESTMENT  OUTLOOK  SCOREBOARD 


COMPANY 


BOOK  P-E  1997 

RECENT    VALUE  RATIO  OiVI-  SHRS, 

SHARE      PER  1997  DEND  YIELD  OUT 

FY       PRICE     SHARE  EST.  RATE  %  MILS. 


PRirr  INSTITUTIONAL 
CHANGE  "PIPINGS 
%    ,     %  NUMBER 


EARNINGS  PER  SHARE 

1998  ESTWI 

1997  l/B/E/S  BASED  _™| 

TURN-  1997       ON  l/B/E/| 

OVER  1996      ANALYST  5-YR  CONf 

%  ACTUAL       EST.  TREND  SENSlI 


(B)  PAPER 

GROUP  AVERAGE 

44 

23 

32 

1.00 

2.21 

138.5 

13 

66 

471 

74.9 

1.94 

1.23 

2.54 

2.9 

DUIot  LAouAUC 

26 

NIVl 

0.60 

1.78 

55.9 

6 

77 

325 

1 18.2 

-0.24(b) 

-1.26 

NA 

1.3 

BOWATER 

12 

45 

27 

44 

0.80 

1.78 

40.4 

19 

91 

240 

128.1 

4.64(b) 

1.02 

NA 

3.a 

CHAMPION  INTERNATIONAL 

12 

54 

39 

NM 

0.20 

0.37 

96.1 

24 

91 

473 

106.1 

1.48(b) 

-0.05 

NA 

2. a 

CHESAPEAKE 

12 

34 

20 

27 

0.80 

2.34 

23.6 

9 

58 

155 

52.7 

1.27 

1.25 

2.50 

i.i 

CONSOLIDATED  PAPERS 

12 

54 

29 

20 

1.68 

3.12 

45.0 

10 

28 

212 

26.1 

4.01 

2.67 

5,41 

3.  a 

FORT  JAMES 

12 

39 

3 

20 

0.60 

1.53 

208.3 

18 

76 

605 

79.4 

1.15 

1.93 

NA 

2.4 

INTERNATIONAL  PAPER 

12 

48 

29 

44 

1.00 

2.11 

302.3 

17 

63 

749 

99.1 

1,04 

1.09 

1,96 

2-1 

KIMBERLY-CLARK 

12 

52 

8 

21 

0.96 

1.84 

550,6 

9 

66 

1231 

66.1 

2,49 

2.45 

1,25 

z.a 

MEAD 

12 

32 

22 

23 

0.64 

1.98 

104.9 

11 

69 

463 

95.1 

1,79 

1.40 

3.18 

2.f\ 

POTLATCH 

12 

49 

33 

34 

1.74 

3.58 

29,0 

13 

45 

242 

46.8 

2,13 

1.45 

1,85 

2. a 

UNION  CAMP 

12 

60 

29 

51 

1.80 

3.00 

69,7 

26 

82 

460 

85.7 

1,23 

1.17 

2,56 

3.a 

WESTVACO 

10 

33 

22 

20 

0.88 

2.70 

101,9 

13 

68 

361 

37.6 

2.09 

1.60* 

2,47 

2  31 

WEYERHAEUSER 

12 

53 

23 

30 

1.60 

3.03 

199,6 

11 

61 

689 

58.5 

2.34 

1.78 

2,43 

2  91 

WILLAMETTE  INDUSTRIES 

12 

35 

18 

47 

0.64 

1.82 

111,2 

1 

51 

388 

48.6 

1.74 

0.75 

1.82 

20  PUBLISHING  &  BROADCASTING  | 

INDUSTRY  AVERAGE 

65 

10 

25 

0.69 

1.10 

237.3 

45 

48 

387 

60.9 

0.83 

1.11 

4.99 

i.el 

(A)  BROADCASTING 

GROUP  AVERAGE 

39 

-16 

NM 

0.06 

0.20 

407.8 

80 

44 

330 

89.3 

-4.38 

-3.51 

NM 

-2.4] 

CABLEVISION  SYSTEMS 

12 

82 

-103 

NM 

0.00 

0.00 

24,9 

168 

48 

116 

69.7 

-18.52  - 

15.47 

NA 

-11.1 

CBS 

12 

30 

10 

NM 

0.20 

0.67 

711,3 

51 

NA 

NA 

93.3 

-1.74 

-0.12 

NA 

0.3 

COMCAST 

12 

28 

3 

NM 

0.09 

0.33 

349.0 

57 

49 

402 

100.5 

-0.21 

-0.66 

NA 

-0.4 

COX  COMMUNICATIONS 

12 

34 

9 

NM 

0.00 

0.00 

270.5 

47 

23 

255 

21.2 

-0.19 

-0.66 

NA 

-0.7 

TELE-COMMUNICATIONS 

12 

23 

3 

NM 

0.00 

0.00 

683.1 

75 

55 

548 

161.9 

-1.22 

-0.66 

NA 

-0.3 

(B)  PUBLISHING 

GROUP  AVERAGE 

74 

19 

25 

0.92 

1.42 

176.4 

33 

49 

403 

50.7 

2.69 

2.88 

4.99 

3.1 

DOW  JONES 

12 

51 

17 

40 

0.96 

1.90 

96.3 

49 

54 

357 

88.4 

1.96 

1.28 

1.81 

1.4 

GANNEH 

12 

58 

12 

23 

0.76 

1.31 

283.7 

55 

71 

881 

49.7 

2.22 

2.49 

2.86 

2.7 

HOLLINGER  INTERNATIONAL 

12 

13 

6 

24 

0.40 

3.03 

86.6 

15 

37 

107 

59.0 

0.40 

0.54 

0.43 

0.6 

KNIGHT-RIDDER 

12 

50 

20 

22 

0.80 

1.60 

85.9 

31 

76 

353 

73.4 

2.75 

2.27 

2.87 

2.5 

McGRAW-HILL  ft 

12 

68 

14 

NA 

1.44 

2.10 

99.0 

48 

72 

590 

57.1 

4.96 

tt 

6.46 

t 

ttBecause  Business  Week  is  owned  by  The  McGraw-Hill  Companies,  the  Scoreboard  does  not  include  forecasts  of  the  company's  earnir 

gs. 

NEW  YORK  TIMES 

12 

59 

17 

24 

0.68 

1.15 

96.0 

56 

54 

487 

64.8 

0.87 

2.46 

5.53 

2.7 

PRIMEDIA 

12 

13 

-1 

NM 

0.00 

0.00 

129.0 

24 

12 

66 

12.4 

-0.27 

-0.44 

NA 

-0.2: 

READER'S  DIGEST  ASSOCIATION 

06 

24 

3 

19 

0.90 

3.76 

106.3 

-41 

27 

188 

62.4 

0.73 

1.24* 

0.96 

0.5 

SCRIPPS  (E.  W.) 

12 

42 

12 

25 

0.52 

1.24 

81.0 

20 

27 

140 

16.0 

1.62 

1.68 

1.57 

1.7' 

TIME  WARNER 

12 

58 

17 

NM 

0.36 

0.62 

576.5 

55 

54 

808 

65.7 

-0.95 

-0.38 

NA 

-0.0 

TIMES  MIRROR 

12 

59 

1 

26 

0.60 

1.01 

88.5 

19 

43 

350 

40.7 

1.55 

2.27 

2.91 

2.7, 

TRIBUNE 

12 

56 

12 

25 

0.64 

1.14 

122.9 

43 

53 

495 

48.1 

1.97(b) 

2.27 

2.86 

2.5 

U  S  WEST  MEDIA  GROUP 

12 

27 

12 

NM 

0.00 

0.00 

607.1 

45 

57 

589 

51.8 

-0.16 

-0.89 

NA 

-0.7' 

WASHINGTON  POST 

12 

455 

131 

20 

4.80 

1.05 

10.5 

36 

52 

233 

21.0 

20.05 

22.67 

26.59 

24.41 

21  SERVICE  INDUSTRIES  1 

INDUSTRY  AVERAGE 

32 

12 

20 

0.31 

0.95 

92.6 

17 

58 

295 

70.7 

1.08 

1.66 

2.17 

(A)  CONSTRUCTION  &  ENGINEERING 

GROUP  AVERAGE 

28 

14 

18 

0.54 

1.92 

48.9 

-13 

68 

329 

98.0 

1.98 

1.56 

1.75 

2.0j 

EG&G 

12 

20 

7 

18 

0.56 

2.85 

45.3 

-2 

68 

252 

67.9 

1.15 

1.07 

0.95 

1.3 

FLUOR 

10 

36 

20 

21 

0.76 

2.11 

83.8 

-43 

70 

559 

184.4 

3.17 

1.73* 

2.64 

2.5^ 

FOSTER  WHEELER 

12 

31 

15 

19 

0.84 

2.73 

40.7 

-17 

78 

325 

83.2 

2.03 

1.62 

1.62 

2.4; 

JACOBS  ENGINEERING  GROUP 

09 

26 

12 

15 

0.00 

0.00 

25.7 

12 

57 

179 

56.5 

1.56 

1.80* 

1.81 

2.01 

(B)  INDUSTRIAL  DISTRIBUTION 

GROUP  AVERAGE 

33 

14 

18 

0.32 

0.95 

66.5 

17 

48 

221 

60.8 

1.22 

1.95 

2.60 

2.2< 

AIRGAS 

03 

14 

6 

20 

0.00 

0.00 

69.7 

-36 

52 

174 

70.3 

0.34 

0.70 

0.79 

0.8: 

ALLEGIANCE 

12 

32 

16 

20 

0.40 

1.26 

58.1 

15 

63 

273 

69.1 

-8.70 

1.59 

NA 

1.8: 

APPLIED  INDUSTRIAL  TECHNOLOGIES 
ARROW  ELECTRONICS 


06 
12 


28 
31 


12 
14 


19 
15 


0.48 
0.00 


1,70 
0.00 


21.8 
98.2 


52 
14 


54 
82 


105 
241 


38.7 
70.8 


1.27 
1.98(b) 


1.46* 
2.06 


1.99 
2.77 


1.7 
2.4( 


AVNET  06  66 

BOISE  CASCADE  OFFICE  PRODUCTS  12  18 

CRANE  12  42 

ENRON  12  39 


37 


11 
16 


16  0.60 

20  0.00 

18  0.50 

18  0,95 


0.91 
0.00 
1.19 
2.46 


40.6 
65.6 
45.9 
299.0 


14 

-13 
45 
-10 


75  331 

13  61 

47  341 

49  814 


80.9 
22.3 
56.0 
77.9 


4,31 
0,89 
2,01 
2,31 


4,25* 
0.90 
2,39 
2.20 


6.14 
NA 
3.53 
2.70 


4.6: 
l.l' 

2.8: 
2,4' 


FISHER  SCIENTIFIC  INTERNATIONAL  12  48  20  18  0.08  0.17  20.4 

GENUINE  PARTS  12  32  10  17  0.96  3.00  178.7 

GRAINGER  (W.  W.)  12  94  27  21  1.08  1.15  49.7 

HUGHES  SUPPLY  01  33  17  14  0.32  0.98  17.9 


17 
14 


58  179 

62  492 

63  467 
55  138 


165.1 
43.3 
49.3 
91.5 


1.96 
1.82 
4.04 
2.05 


2.73 
1.93 
4.52 
2.29 


1,39 
2.14 
4.98 
3.95 


3.1 
2.1 
5.1 
2.6' 


MARSHALL  INDUSTRIES  05  35  22  13  0,00  0,00  16,6  13  79  139  46.0  2.32  2.63  3.25  2.9( 

NGC  12  17  7  22  0.05  0.30  150.8  -29  9  102  12.1  0.83  0.74  1.12  l.ll 

PIONEER-STANDARD  ELECTRONICS  03  16  9  14  0.12  0.73  26.3  25  69  127  75.7  1.00  1.20  1.38  1,4; 

REXEL  12  22  9  17  0,00  0.00  26.1  41  27  109  45.4  1.13  1.33  2.21  1.5; 


RYERSON  TULL 
UNISOURCE  WORLDWIDE 
UNITED  STATIONERS 
VWR  SCIENTIFIC  PRODUCTS 


12 
09 
12 
12 


15 
16 
43 
27 


10 
14 
6 


11  0.00 

18  0.80 

16  0,00 

25  0,00 


0  00 
5.10 
0.00 
0.00 


39.3 
67.1 
15.8 
22.4 


10 
-23 
121 

59 


10  29 

58  201 

17  39 

19  54 


6,4 
109,9 
40.4 
44.3 


1.61 
0.90 
2.03 
0.32 


1.34 
0.87* 
2.73 
1.06 


NA 
NA 
2.90 
0.38 


1.5{ 
1.0( 
3.1 
1.32 


182  BUSINESS  WEEK  /  DECEMBER  29  1997 


You  pack  a  lot  into  your  day.  So  we  pack  a  lot  of 
I  /    ^4i^F    helpful  ideas  into  every  Mercury  Like  Sables  60/40 

split-fold  rear  seat  and  available  front  flip- fold  center 
console.  They  give  you  extra  flexibility  carrying  pas- 
sengers and  gear.  At  Mercury  we  design  cars  to  keep 
up  with  your  busy  schedule.  Maybe  that  schedule 
should  include  a  test  dnve.  Call  1 800  446-8888  or 
visit  wwwmercuryvehicles  com. 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE  | 

» 

1998  ESTImI 

BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

FROM 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

PRICE 

INSIIIUIIUNAL 

TURN- 

1997 

ON 

l/B/E/S 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT. 

CHANGE 

HOLDINGS 

OVER 

1996 

AWfii  v<:t 

5-YR. 

con- 

COMPANY 

FV 

PRICE 

SHARE 

EST 

RATE 

% 

MILS, 

% 

Ml  IMDf  D 

% 

ACTUAL 

EST. 

TREND 

sensu: 

(C)  POLLUTION  CONTROL 

GROUP  AVERAGE 

31 

11 

21 

0.48 

1.63 

298.2 

5 

67 

620 

89.4 

0.26 

1.51 

1.22 

1.9! 

BROWNING-FERRIS  INDUSTRIES 

09 

36 

12 

26 

0.76 

2.13 

212.2 

36 

68 

511 

75.3 

-0,44 

1.39* 

1.78 

2.0 

USA  WASTE  SERVICES 

12 

33 

12 

20 

0.00 

0.00 

216.0 

4 

63 

551 

83.3 

0.24 

1.63 

0.70 

2.1; 

WMO  1  C  IVIHnHULIVICn  I 

Q 

1  ft 

1  D 

U.Do 

94 

70 

797 

1  HQ  7 

0,97 

1.50 

1.19 

1.7 

(D)  PRINTING  &  ADVERTISING 

GROUP  AVERAGE 

39 

10 

20 

0.47 

1.10 

72.5 

32 

by 

Q  C  ^ 

56.8 

0.95 

1.81 

2.25 

?  1 ' 

BANTA 

12 

25 

14 

15 

0.48 

1.92 

29.9 

9 

73 

214 

71.7 

i  .Do 

1  79 

1.95 

2.01 

BIG  FLOWER  HOLDINGS 

12 

22 

5 

16 

0.00 

0.00 

18.5 

17 

NA 

NA 

68.0 

-0.18 

1.36 

NA 

1.6' 

DONNELLEY  (R.  R.)  &  SONS 

12 

35 

11 

22 

0.80 

2.27 

145.9 

12 

82 

447 

52.1 

-1.04 

1.61 

1.87 

1.91 

INTERPUBLIC  GROUP 

12 

48 

7 

25 

0.52 

1.08 

126.2 

51 

76 

559 

53.0 

1.71 

1.89 

1.99 

2.1; 

OMNICOM  GROUP 

12 

74 

10 

28 

1.00 

1.35 

81.0 

62 

73 

432 

44.1 

2.25(b) 

2.69 

3.20 

3.1 

WORLD  COLOR  PRESS 

12 

27 

13 

17 

0.00 

0.00 

33.8 

39 

39 

113 

52,1 

1.35 

1.60 

NA 

1.7( 

(E)  OTHER  SERVICES 

GROUP  AVERAGE 

29 

9 

24 

0.14 

0.54 

105.2 

22 

63 

300 

78.6 

0.89 

1.31 

1.94 

1.5f 

ACCUSTAFF 
ACNIELSEN 

BORG-WARNER  SECURITY 
GDI 


12 
12 
12 
12 


30  8  30 

22  8  39 

18  2  22 

41  11  18 


0.00 
0.00 
0.00 
0.00 


0.00 
0.00 
0.00 
0.00 


99.8  40 
57.4  47 
23.6  66 

19.9  46 


85  330 
79  260 

86  64 
37  144 


148.2 
74.8 
37.2 
48.2 


0.31  0.99 

0.28  0.57 

0.59  0.82 

2.14  2.36 


1.97 
NA 
0.31 
5.84 


1.2' 
0.8, 
1.1 
2.7; 


COGNIZANT 

cue  INTERNATIONAL 

HANDIEMAN 

HFS 


12 
01 
04 
12 


43  4  24 

29  4  32 

7  8  22 

69  19  26 


0.12 
0.00 
0.00 
0.00 


0.28 
0.00 
0.00 
0.00 


162.2  30 

410.2  19 

33.4  -22 

159.7  15 


74  576 

82  817 

55  72 

90  713 


77.9 
111.4 

79.3 
154.5 


1.15 
0.41 
0.16 
1.29 


1.80 
0.89 
0.30 
2.67 


NA 
0.91 
0.14 
3.61 


2.14 

1.1 
0.3! 
3.4! 


INTERIM  SERVICES 
KELLY  SERVICES 
MANPOWER 
OLSTEN 


12 
12 
12 
12 


28 
29 
34 
15 


11 
14 


10 


27 
14 
17 
13 


0.00 
0.88 
0.16 
0.28 


0.00 
3.05 
0.48 
1.88 


39.5  60 

38.1  7 

81.1  3 

81.3  0 


38 


197 
144 
84  319 
55  232 


69.0 
41.2 
73.7 
95.4 


0.69  1.04 

1.92  2.09 

1.95  1.97 

0.70(b)  1.18 


1.06 
2.60 
2.60 
1.27 


1.2- 
2,22 
2.2^ 
1.3? 


SERVICE  CORP.  INTERNATIONAL 
SERVICEMASTER 
STAFF  LEASING 
UNITED  AUTO  GROUP 


12 
12 
12 
12 


37 
23 
22 
14 


10 
2 
2 

17 


28 
18 
43 
13 


0.30 
0.48 
0.00 
0.00 


0.82 
2.06 
0.00 
0.00 


251.8  31 

183.1  34 

23.5  NA 

18.9  -45 


71  662 

14  186 

11  28 

64  52 


69.0 
18.7 
NA 
80.2 


1.07(b)  1.30 

1.13  1.32 

-0.28  0.52 

0.69  1.11 


1.52 
1.39 
NA 
NA 


1.5^ 
1.0] 
0.8C 
1.4J 


22  TELECOMMUNICATIONS 


INDUSTRY  AVERAGE 

46 

11 

39 

0.86 

1.62 

467.0 

28 

47 

738 

103.1 

1.54 

1.86 

2.75 

2.24 

(A)  EQUIPMENT  &  SERVICES 

GROUP  AVERAGE 

40 

12 

55 

0.24 

0.45 

424.3 

31 

50 

664 

148.2 

0.67 

1.09 

2.23 

1.5! 

AIRTOUCH  COMMUNICATIONS 

12 

39 

9 

56 

0.00 

0.00 

504.5 

55 

58 

872 

72.7 

0.36 

0.70 

1.07 

1.0< 

AT&T 

12 

56 

14 

21 

1.32 

2.36 

1625.3 

29 

37 

1273 

75.3 

3.47 

2.69 

1.19 

2.91 

DSC  COMMUNICATIONS 

12 

23 

11 

25 

0.00 

0.00 

117.9 

26 

63 

370 

425.4 

-0.06 

0.89 

2.49 

1.3S 

EXCEL  COMMUNICATIONS 

12 

24 

3 

18 

0.00 

0.00 

107.0 

11 

3 

40 

37.5 

1.35 

1.29 

NA 

1,7S 

LCI  INTERNATIONAL 

12 

28 

6 

27 

0.00 

0.00 

78.6 

27 

60 

276 

220.9 

0.86 

1.03 

7.80 

1,3'! 

LUCENT  TECHNOLOGIES 

09 

80 

6 

95 

0.30 

0.37 

640.9 

73 

40 

1383 

74.2 

0.38 

0.84* 

NA 

MCI  COMMUNICATIONS 

12 

44 

17 

39 

0.05 

0.11 

664.0 

34 

46 

817 

206.4 

1.73 

1.13 

1.28 

i.i; 

SCIENTIFIC-ATLANTA 

06 

20 

7 

26 

0.06 

0.30 

78.7 

33 

63 

332 

156.9 

0.09 

0.78* 

0.47 

1.04 

SPRINT 

12 

59 

21 

26 

1.00(c) 

1.71 

429.8 

47 

47 

888 

46.2 

2.79 

2.24 

2.94 

2.28 

TELEPHONE  &  DATA  SYSTEMS 

12 

44 

33 

231 

0.42 

0.96 

59.3 

21 

53 

239 

55.0 

2.08 

0.19 

0.59 

0.9£ 

TELLABS 

12 

52 

5 

39 

0.00 

0.00 

181.5 

38 

70 

754 

293.6 

0.64 

1.34 

2.24 

1.71 

360  COMMUNICATIONS 

12 

19 

4 

32 

0.00 

0.00 

121.8 

-17 

57 

345 

81.2 

0.50 

0.61 

NA 

0,88 

WORLDCOM 

12 

32 

15 

82 

0.00 

0.00 

907.2 

23 

56 

1041 

181,7 

-5.50 

0.39 

NA 

0,87 

(B)  TELEPHONE  COMPANIES 

GROUP  AVERAGE 

53 

11 

19 

1.67 

3.14 

522.4 

24 

44 

835 

44.4 

2.68 

2.87 

3.23 

3.12 

ALLTEL 

12 

40 

12 

19 

1.10 

2.77 

185.3 

27 

40 

462 

38,5 

1.53 

2.10 

2.16 

2.27 

AMERITECH 

12 

77 

15 

18 

2.26 

2.93 

547.0 

27 

46 

1034 

32,3 

3.87 

4.24 

4.69 

4.64 

BELL  ATLANTIC 

12 

89 

16 

18 

3.08 

3.45 

776.6 

38 

37 

1187 

31.6 

3.96 

4.95 

5.05 

5.46 

BELLSOUTH 

12 

55 

15 

19 

1.44 

2.63 

992.0 

35 

31 

1099 

28.7 

2.88 

2.82 

3.24 

3.08 

CINCINNATI  BELL 

12 

30 

6 

20 

0.40 

1.36 

136.0 

-4 

50 

345 

60.3 

1.35 

1.48 

2.35 

1.64 

FRONTIER 

12 

25 

6 

25 

0.87 

3.55 

164.2 

8 

57 

443 

78.0 

1.32 

0.99 

1.08 

1.2S 

GTE 

12 

51 

8 

17 

1.88 

3.72 

956.4 

11 

40 

1405 

48.7 

2.89 

2.92 

3.68 

3.07 

SBC  COMMUNICATIONS 

12 

73 

10 

20 

1.79 

2.46 

916.6 

40 

40 

1343 

31.8 

3.46 

3.65 

4.21 

4.13 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

12 

46 

9 

15 

1.76 

3.83 

66.5 

18 

42 

278 

53.3 

2.94 

2.97 

3.03 

2.91 

U  S  WEST  COMMUNICATIONS  GROUP 

12 

45 

9 

18 

2.14 

4.74 

483.0 

40 

55 

755 

40.7 

2.55 

2.58 

2.75 

2.73 

23  TRANSPORTATION 

INDUSTRY  AVERAGE 

41 

18 

18 

0.31 

0.71 

82.3 

46 

59 

284 

142.6 

1.62 

2.94 

5.63 

3.45 

(A)  AIRLINES 

GROUP  AVERAGE 

55 

21 

11 

0.02 

0.03 

79.9 

49 

64 

301 

201.7 

2.81 

5.04 

13.89 

5.70 

ALASKA  AIR  GROUP 

12 

37 

23 

13 

0.00 

0.00 

14.7 

78 

78 

155 

326.4 

2.05(b) 

2.90 

3.26 

3.17 

AMERICA  WEST  HOLDINGS 

12 

16 

15 

10 

0.00 

0.00 

44.6 

0 

61 

126 

151.1 

0.21 

1.54 

0.20 

1.82 

AMR 

12 

121 

66 

12 

0.00 

0.00 

91.2 

38 

83 

673 

166.0 

12.15(b) 

10.54 

17,30 

11,79 

CONTINENTAL  AIRLINES 

12 

46 

14 

9 

0.00 

0.00 

58.6 

61 

76 

220 

201.2 

4.19(b) 

4.90 

NA 

5,15 

DELTA  AIR  LINES 

06 

111 

44 

10 

0.20 

0.18 

74.0 

57 

72 

576 

181.3 

2.21(b) 

11.01* 

NA 

11.82 

NORTHWEST  AIRLINES 

12 

42 

-5 

8 

0.00 

0.00 

96.3 

6 

40 

140 

107.9 

5.15(b) 

4.97 

6,66 

5,56 

SOUTHWEST  AIRLINES 

12 

24 

9 

19 

0.03 

0.13 

219.2 

67 

55 

450 

108.3 

0.91 

1.28 

1.47 

1,4^ 
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If  we  had  'em,  we'd  move  'em. 

■  What  exactly  is  standing  between  Mississippi 
and  the  number  one  spot  on  your  site  list?  We 
want  to  know.  Because,  no  matter  how  insur- 
mountable that  obstacle  might  seem,  there's  a 
very  good  chance  we  can  do  something  about  it. 

■  Call  1-800-340-3323,  and  we'll  tell  you  a  little 
more  about  Mississippi,  our  incentives  and  the 
aggressively  pro-business  environment  we've 
created.  You'll  see  that  with  the  right  attitude, 
just  about  anything  is  possible. 


Mississippi.  We  can  do  that 


Mississippi  Department  of  Economic  and  Community  Development  •  PC.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1998  ESTIM 


BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

FROM 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

PRICE 

INSIIIUIIUNAL 

TURN- 

1997 

ON 

i/B/y 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1996 

ANALYST 

5-YR 

CON- 

COMPANY 

FY 

PRICE 

SHARE 

EST, 

RATE 

% 

MILS. 

% 

% 

NUMBER 

% 

ACTUAL 

EST. 

TREND 

SENSU 

TRANS  WORLD  AIRLINES 

12 

8 

4 

NM 

0.00 

0.00 

50.7 

15 

24 

56 

364.3 

-7.05 

-2.20 

NA 

-0.0 

UAL 

12 

85 

40 

9 

0.00 

0.00 

58.8 

36 

78 

285 

167.7 

5.96 

9.72 

54.44 

10.0 

US  AIRWAYS  GROUP 

12 

55 

3 

10 

0.00 

0.00 

91.1 

136 

70 

324 

242.7 

2.33(b) 

5.75 

NA 

6.2 

(B)  RAILROADS 

GROUP  AVERAGE 

59 

29 

17 

1.23 

2.25 

249.1 

9 

63 

801 

56.7 

3.77 

3.62 

6.13 

4.5 

BURLINGTON  NORTHERN  SANTA  FE 

12 

92 

43 

15 

1.20 

1.31 

154.0 

6 

73 

863 

71.9 

5.70(b) 

6.05 

5.44 

7.3 

CSX 

12 

52 

25 

13 

1.20 

2.29 

218.2 

24 

61 

676 

57.7 

4.00 

4.01 

14.12 

4.4 

NORFOLK  SOUTHERN 

12 

32 

14 

15 

0.80 

2.51 

377.0 

8 

56 

721 

39.0 

2.03 

2.06 

2.40 

2.2 

UNION  PACIFIC 

12 

60 

34 

25 

1.72 

2.87 

247.2 

0 

63 

943 

58.3 

3.36 

2.35 

2.57 

4.0 

(C)  TRANSPORTATION  SERVICES 

GROUP  AVERAGE 

37 

15 

20 

0.31 

0.69 

72.2 

41 

55 

211 

104.7 

1.45 

2.17 

3.20 

2.5 

AIR  EXPRESS  INTERNATIONAL 

12 

29 

8 

20 

0.20 

0.70 

34.5 

33 

70 

192 

97.4 

1.15(b) 

1.41 

1.56 

1.6 

AlnbUnriL  rnciunl 

1  o 

d4 

26 

14 

0.30 

0.47 

24.9 

1 72 

73 

219 

180.5 

1 .28(b) 

4.41 

6.1 1 

4.0 

AMERCO 

03 

28 

18 

14 

0.00 

0.00 

22.6 

-19 

15 

59 

48.7 

1.44 

2.02 

2.19 

2.9 

AVIS  RENT  A  CAR 

12 

34 

15 

27 

0.00 

0.00 

30.9 

NA 

10 

30 

NA 

1.42 

1.23 

NA 

1.5 

CNF  TRANSPORTATION 

12 

44 

12 

20 

0.40 

0.92 

46.8 

96 

74 

285 

127.6 

1.47(b) 

2.20 

2.55 

2.6 

rLUtnAL  tArnCOO  „ 

05 

67 

27 

1 6 

0.00 

0.00 

1 1 5.0 

51 

79 

448 

89.3 

3.12 

4.09 

5.57 

4.5 

FRITZ 

05 

13 

7 

26 

0.00 

0.00 

35.7 

3 

44 

90 

134.9 

0.01 

0.50 

0.08 

0.^ 

GATX 

12 

61 

34 

13 

1.84 

3.03 

24.5 

25 

77 

248 

96.5 

4.19(b) 

4.66 

8.02 

5.3; 

UCDT7 

ntn  1 L 

12 

39 

10 

22 

0.20 

0.51 

108.3 

NA 

12 

145 

NA 

NA 

1 .80 

NA 

2.1 

NEWPORT  NEWS  SHIPBUILDING 

12 

24 

8 

19 

0.16 

0.66 

34.9 

52 

70 

205 

101.5 

1.60 

1.26 

NA 

i.a 

PinSTON  BURLINGTON  GROUP 

12 

28 

15 

14 

0.24 

0.87 

20.4 

38 

72 

145 

48.8 

1.76 

1.94 

1.81 

2.1 

REPUBLIC  INDUSTRIES 

12 

26 

7 

37 

0.00 

0.00 

422.1 

-16 

21 

245 

139.2 

-0.12 

0.70 

0.74 

1.1 

ROBINSON  (C.  H.)  WORLDWIDE 

12 

21 

4 

24 

0.00 

0.00 

41.3 

NA 

NA 

NA 

NA 

0.78 

0.87 

NA 

l.U 

RYDER  SYSTEM 

12 

36 

15 

17 

0.60 

1.65 

78.1 

29 

91 

368 

87.2 

-0.39 

2.19 

2.52 

2.^ 

TRINITY  INDUSTRIES 

03 

45 

19 

14 

0.68 

1.50 

43.2 

21 

67 

271 

104.3 

2.66 

3.22 

4.08 

3.^ 

(D)  TRUCKING  &  SHIPPING 

GROUP  AVERAGE 

26 

12 

21 

0.23 

0.80 

27.8 

64 

59 

149 

165.9 

-0.42 

1.61 

1.50 

l.w 

ALEXANDER  &  BALDWIN 

12 

27 

16 

17 

0.88 

3.26 

45.3 

8 

53 

172 

32.1 

1.44 

1.57 

1.32 

1.^ 

ARKANSAS  BEST 

12 

11 

7 

15 

0.00 

0.00 

19.6 

151 

54 

47 

165.0 

-2.10 

0.75 

0.68 

1.1 

UHLIDLn  oTolLIVI 

1  0 

Do 

lo 

U.  /  C) 

41 

265 

—4.  Its 

i  .DO 

CONSOLIDATED  FREIGHTWAYS 

12 

16 

11 

12 

0.00 

0.00 

22.0 

76 

46 

132 

314.3 

-2.52 

1.30 

NA 

i.ii 

HUNT  (J.  B.)  TRANSPORT  SERVICES 

12 

16 

9 

68 

0.20 

1.23 

36.4 

16 

38 

116 

78.9 

0.58 

0.24 

0.26 

0.1 

LANOSTAR  SYSTEM 

12 

26 

13 

12 

0.00 

0.00 

12.5 

12 

89 

100 

140.3 

1.48 

2.09 

2.75 

2.3? 

ROADWAY  EXPRESS 

12 

27 

12 

14 

0.20 

0.74 

20.5 

39 

47 

132 

139.6 

1.07 

1.93 

NA 

2.1^1 

USFREIGHTWAYS 

12 

31 

15 

14 

0.37 

1.21 

26.1 

12 

88 

186 

233.3 

1.41 

2.16 

2.37 

2.4?j 

YELLOW 

12 

26 

16 

14 

0.00 

0.00 

28.5 

83 

70 

190 

240.4 

-0.97 

1.93 

NA 

2.25' 

24  UTILITIES  &  POWER 

INDUSTRY  AVERAGE 

35 

20 

15 

1.55 

4.58 

134.6 

12 

42 

344 

55.0 

2.22 

2.32 

2.51 

2.4S 

(A)  ELECTRIC,  WATER  &  COGENERATION 

GROUP  AVERAGE 

32 

21 

14 

1.68 

5.11 

164.4 

11 

41 

360 

55.5 

2.25 

2.31 

2.57 

2.47 

ALLEGHENY  ENERGY 

12 

30 

18 

13 

1.72 

5.67 

122.4 

0 

48 

326 

52.4 

1,73 

2.30 

2.12 

2.4c 

AMERICAN  ELECTRIC  POWER 

12 

50 

25 

15 

2.40 

4.84 

189.6 

21 

42 

498 

46.4 

3.14 

3.29 

3.58 

3,44 

BALTIMORE  GAS  &  ELECTRIC 

12 

31 

20 

13 

1.64 

5.34 

147.7 

15 

39 

438 

44.8 

1.85 

2.29 

2.28 

2.3S 

BOSTON  EDISON 

12 

35 

22 

13 

1.88 

5.37 

48.5 

30 

40 

187 

72.8 

2.61 

2.68 

2.72 

2,54 

CAROLINA  POWER  &  LIGHT 

12 

37 

19 

14 

1.88 

5.03 

150.3 

2 

33 

402 

41.4 

2.66 

2.66 

2.75 

2,93 

CENTRAL  &  SOUTH  WEST 

12 

25 

17 

13 

1.74 

6.96 

212.5 

-2 

52 

448 

84.7 

1.43 

1.87 

1.74 

1,93 

CINERGY 

12 

36 

16 

15 

1,80 

5,05 

157.7 

7 

57 

480 

57.3 

2.12 

2.40 

2.34 

2.6E 

CITIZENS  UTILITIES 

12 

10 

6 

18 

0.00(d) 

0.00 

249.2 

-6 

5 

156 

33.2 

0.73 

0.54 

0.66 

0.62 

CMS  ENERGY 

12 

39 

18 

15 

1.20 

3,05 

104.6 

17 

55 

353 

47.7 

2.40 

2.60 

2.80 

2.87 

CONSOLIDATED  EDISON  CO.  OF  N.Y. 

12 

38 

25 

13 

2.10 

5  54 

235.0 

30 

39 

460 

45.6 

2,93 

2.87 

3.11 

2,92 

DOMINION  RESOURCES 

12 

39 

27 

13 

2.58 

6.64 

186.8 

1 

36 

452 

44.9 

2.65 

3.07 

2.81 

3.18 

DTE  ENERGY 

12 

33 

24 

12 

2.06 

6.28 

145.1 

1 

39 

344 

57.0 

2.13 

2.74 

2.14 

2,78 

DUKE  ENERGY 

12 

52 

21 

17 

2.20 

4.23 

359.9 

12 

46 

770 

47.6 

3.37 

3.07 

3.66 

3.46 

EDISON  INTERNATIONAL 

12 

27 

15 

16 

1.00 

3.73 

387.0 

35 

41 

560 

57.2 

1.64 

1.71 

1.71 

1,82 

ENOVA 

12 

26 

14 

13 

1.56 

6.00 

113.6 

14 

23 

164 

30.1 

1.98 

2.02 

2.02 

2.01 

ENTERGY 

12 

26 

28 

11 

1.80 

6.92 

243.1 

-6 

69 

545 

76.2 

1.83 

2.35 

1.91 

2.60 

FIRSTENERGY 

12 

27 

17 

13 

1.50 

5.56 

152.6 

19 

40 

343 

45.9 

2.10 

2.07 

4.50 

2.25 

FLORIDA  PROGRESS 

12 

35 

19 

17 

2.10 

5.93 

97.1 

10 

37 

284 

72.3 

2.59 

2.12 

2.45 

2.72 

FPL  GROUP 

12 

56 

27 

16 

1.92 

3.43 

181.9 

22 

47 

706 

51.9 

3.33 

3.54 

3.84 

3.70 

GPU 

12 

40 

26 

12 

2.00 

5.06 

120.8 

17 

68 

495 

80.4 

2.47 

3.29 

3.29 

3,34 

HAWAIIAN  ELECTRIC  INDUSTRIES 

12 

39 

25 

14 

2.44 

6.27 

31.7 

8 

34 

144 

38.7 

2.60 

2.79 

2.80 

2.9C 

HOUSTON  INDUSTRIES 

12 

24 

18 

13 

1.50 

6.33 

282.3 

5 

38 

479 

62.4 

1.66 

1.81 

1.89 

1.89 

ILLINOVA 

12 

24 

23 

11 

1.24 

5.13 

71.7 

-12 

68 

262 

117.1 

2.51 

2.19 

2.86 

2.42 

LG&E  ENERGY 

12 

22 

12 

15 

1,19 

5.32 

66.5 

-9 

25 

189 

31.4 

1.57 

1.47 

1.55 

1,71 

LONG  ISLAND  LIGHTING 

12 

27 

22 

12 

1.78 

6.59 

121.4 

22 

42 

192 

58.1 

2.20 

2.32 

2.28 

2,36 

MIDAMERICAN  ENERGY  HOLDINGS 

12 

20 

14 

15 

1.20 

6.02 

96.2 

26 

19 

179 

31.6 

1.43 

1.36 

1.60 

1,41 

NEW  CENTURY  ENERGIES 

12 

44 

20 

15 

2,32 

5.24 

104.6 

14 

33 

330 

29,6 

2.78 

2.92 

3.12 

3.22 

NEW  ENGLAND  ELECTRIC  SYSTEM 

12 

41 

27 

13 

2.36 

5.72 

64.7 

18 

40 

236 

43.8 

3.22 

3.29 

3.41 

3,04 

NEW  YORK  STATE  ELECTRIC  &  GAS 

12 

31 

26 

12 

1.40 

4.55 

67.5 

42 

43 

222 

88.4 

2.37 

2.61 

2.60 

2.68 

NIAGARA  MOHAWK  POWER 

12 

10 

19 

8 

0.00 

0.00 

144.4 

-3 

49 

270 

75.8 

0.97 

1.14 

0.94 

0,40 

NIPSCO  INDUSTRIES 

12 

47 

20 

15 

1.80 

3.85 

62.8 

18 

52 

357 

52.1 

2.88 

3.04 

3.39 

3.23 

NORTHEAST  UTILITIES 

12 

13 

17 

NM 

0.00 

0.00 

130.0 

-1 

36 

170 

98.3 

0.01 

-0.47 

NA 

0.88 

NORTHERN  STATES  POWER 

12 

55 

32 

15 

2.82 

5.14 

74.2 

20 

33 

353 

50.6 

3.82 

3.77 

4.62 

3,96 
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EARNINGS  PER  SHARE 

1998  ESTIMATES 


BOOK 

P-E 

1997 

1997 

1997 

l/B/E/S 

BASED 

FROM  ANALYSTS 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

PRICE 

INSIIIUIIUNAL 

TURN- 

1997 

ON 

i/B/Eys 

VARIA- 

SHARE 

PER 

1997 

DEND 

YIELD 

OUT  CHANGE 

HOLDINGS 

OVER 

1996 

ANALYST 

5-YR, 

CON- 

TION 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS. 

/q 

% 

Ml  IMQCD 
NUIVlDtK 

% 

ACTUAL 

EST. 

TREND 

SENSUS 

% 

12 

51 

25 

16 

2.66 

5.23 

40,4 

22 

28 

211 

36,1 

3.25 

3.21 

3.55 

3.35 

2,4 

12 

23 

14 

14 

1.08 

4.63 

296.5 

14 

44 

491 

47.1 

1.52 

1.51 

2.58 

1.77 

5.1 

Y 

12 

24 

21 

12 

1.80 

7.40 

222.5 

-4 

42 

401 

74.4 

2.24 

2.10 

2.30 

2.24 

3.5 

12 

28 

21 

16 

1,20 

4.25 

420,8 

35 

48 

457 

61.8 

1.75 

1.80 

1.77 

1.87 

5.9 

lEST  CAPITAL 

12 

39 

24 

15 

1.20 

3.11 

84,7 

21 

67 

341 

57.1 

2.41 

2.58 

2.85 

2.77 

4.3 

.ECTRIC  POWER 

12 

25 

16 

14 

1.66 

6.71 

118.5 

-4 

25 

259 

42.2 

1.86 

1.79 

1.41 

1.89 

2.1 

IRCES 

12 

24 

17 

11 

1.67 

7,11 

165.9 

2 

28 

298 

43.5 

2.05 

2.07 

2.02 

2.08 

3,4 

l/ICE  ENTERPRISE  GROUP 

12 

29 

22 

11 

2.16 

7.40 

232.0 

7 

36 

430 

48.1 

2.42 

2.65 

2.75 

2.75 

2,2 

12 

28 

16 

14 

1.51 

5.47 

1  u  /  .o 

o 

J 

47 

257 

44.3 

2.05 

1.95 

2.13 

2.13 

1.9 

12 

24 

14 

14 

1.30 

5.42 

689,5 

6 

27 

627 

39.4 

1.58 

1.69 

1.75 

1.82 

2.7 

Y 

12 

26 

11 

15 

1.18 

4.60 

130,9 

5 

40 

350 

30.2 

1.71 

1.73 

1.89 

1.83 

2.7 

TIES 

1  9 

AV\ 

1 2 

2  10 

5  25 

237.8 

-2 

53 

511 

71.3 

3.35 

3.23 

3.50 

3.33 

3,6 

12 

29 

29 

13 

1.60 

5,49 

y 

55 

440 

84.7 

3.09 

2.23 

4.00 

2,55 

5,5 

TRIG 

12 

40 

24 

13 

2.54 

6,38 

102.1 

3 

25 

317 

51.5 

2.86 

3,04 

3.04 

3.11 

1,9 

INITED 

12 

34 

22 

15 

1.76 

5,15 

53.7 

27 

22 

201 

58.7 

2.20 

2,25 

2.51 

2.39 

0,8 

ccni  IDPCC 

o  y 

1 5 

2  10 

5  38 

65.3 

27 

36 

211 

52.9 

2.41 

2.54 

2.63 

2.58 

2.5 

ENERGY 

12 

27 

17 

20 

1.54 

5.59 

111.3 

1 

43 

299 

55.7 

1.97 

137 

1.57 

2.03 

4.4 

ilL  &  TRANSMISSION 

:rage 

42 

19 

19 

1.21 

3.17 

56.4 

16 

45 

303 

53.5 

2.12 

2.35 

2.37 

2.55 

4.4 

ICES 

09 

20 

11 

14 

1.08 

5,50 

56.5 

-7 

23 

168 

33.1 

1.37 

1.37' 

1.14 

1.38 

8,0 

IAS  SYSTEM 

12 

73 

31 

15 

1.00 

1.37 

55.4 

14 

59 

429 

75.5 

4.12 

4.91 

6.34 

5.35 

3.0 

ED  NATURAL  GAS 

12 

60 

24 

18 

1.94 

3,21 

95.5 

9 

50 

520 

57.0 

3.16 

3.34 

1.89 

3.56 

1.5 

rURAL  GAS 

12 

61 

32 

19 

1.46 

2.38 

59.4 

22 

61 

469 

62.8 

1.06 

3.21 

2.09 

3.75 

2.7 

RESOURCES 

12 

32 

21 

20 

1.18 

3.64 

35.8 

9 

58 

174 

53.3 

1.69 

1.51 

0.56 

1.92 

6,3 

12 

47 

18 

19 

1.08 

2.31 

31.4 

19 

47 

210 

40.7 

2.14 

2.45 

2.56 

2.79 

1.1 

lERGY 

09 

33 

20 

15 

1.46 

4,38 

50.4 

11 

26 

192 

39.2 

2.48 

2.28* 

2.75 

2.25 

3.1 

Y  GROUP 

12 

38 

14 

20 

1.02 

2.67 

78.2 

32 

49 

298 

42.6 

1.58 

1.91 

2.12 

2,10 

4.3 

JEL  GAS 

09 

47 

24 

16 

1.74 

3.73 

38.1 

13 

31 

245 

35.1 

2.78 

3.01* 

3.10 

3.12 

3.5 

12 

40 

15 

16 

1.40 

3.48 

48  3 

13 

47 

349 

39.1 

2.42 

2.55 

2.61 

2.55 

4.2 

08 

37 

16 

18 

1.20 

3.21 

28.1 

25 

38 

256 

45.5 

1.93 

2.13* 

2.32 

2.26 

1.8 

ERPRISES 

12 

35 

17 

15 

1.52 

4.30 

83.4 

15 

48 

374 

37.9 

2.37 

2.31 

2.59 

2.33 

3.4 

ERGY 

09 

37 

21 

13 

1.88 

5.13 

35.0 

8 

41 

318 

38.7 

2.96 

2.81* 

2.88 

2.72 

3.7 

12 

44 

19 

18 

1.08 

2.48 

85,7 

-15 

56 

555 

117.7 

2.33 

2.39 

2.77 

2.71 

6.3 

12 

61 

23 

27 

0.00 

0.00 

20,5 

28 

57 

141 

88.0 

1.87 

2.23 

2,91 

2.75 

2.5 

09 

28 

12 

18 

1.44 

5.20 

32.9 

24 

41 

127 

40.8 

1.19 

1.57* 

0.96 

1  51 

5  5 

N  GAS  LIGHT 

09 

27 

13 

15 

1.18 

4.40 

43.7 

19 

24 

187 

31.0 

1.85 

1.85* 

2.02 

1.90 

3.7 

AS  RESOURCES 

12 

23 

15 

49 

0.20 

0,87 

32.1 

19 

43 

105 

47.5 

0.56 

0.47 

0.40 

0.81 

12.3 

12 

53 

21 

25 

1.04 

1.95 

159.2 

43 

55 

536 

91.6 

2.17 

2.15 

2.85 

2.54 

5,9 

1 

L/- j — 1 

-/J 

LJ£3 

OjVJP^Ij 

The  number  following  each  company  name  identities  the  Scoreboard  category  under  which  it 

IS  listed 

Atnencan  Electric  24a 

AutoZone  8 

BJ  s  Wholesale  Club  8 

American  Express  17a 

Auery  Dennison  7b 

Black  &  Decker  15b 

American  Financial  Group  17b 

Avis  Rent  A  Car  23c 

Block  (H&R)  17a 

American  General  17b 

Avnet  21b 

Boeing  1 

American  Greetings  I4d 

Avon  Products  6d 

Boise  Cascade  19b 

American  Home  12b 

AVX  9(1 

Boise  Cascade  Office  Prods  2 1  b 

American  IntI  Group  17b 

Borders  Group  8 

American  Standarri  13a 

Borg-Warner  Automotive  2b 

American  Stores  lOc 

Baker  Hughes  lib 

Borg-Warner  Security  21e 

AmeriSource  Health  12a 

Ball  7a 

Boston  Edison  24a 

Ameritech  22b 

Baltimore  GSE24a 

Boston  Scientific  12d 

Ames  Dept  Stores  8 

Banc  One  3b 

Bowater  19b 

Amgen  12b 

Bank  of  New  York  3a 

BriggsiSlrattonl5c 

Amoco  1 1  a 

BankAmenca  3d 

Brinker  International  14a 

AMP  9d 

BankBoston  3a 

Brislol-Myers  Squibb  12b 

AMR  23a 

Bankers  Trust  3a 

Brown  Group  6a 

AmSouth  Bancorporation  3c 

Banta  21d 

Brown-Forman  6c 

Analog  Devices  9d 

Bardic  R)12d 

Browning-Ferns  21c 

Anheuser-Busch  6c 

Barnes  &  Noble  8 

Brunswick  14d 

Anixter  International  5 

Barnett  Banks  3c 

Burlington  Coat  Factory  8 

Aon  17b 

Bausch  &  Lomb  12d 

Burlington  Industries  15d 

Apple  Computer  18b 

Baxter  International  12d 

Burlington  Northern  Santa  Fe  23b 

Applied  Industrial  Tech  21b 

Bay  Networks  18c 

Burlington  Resources  11a 

Applied  Materials  15c 

BB&T 3c 

Apna  Healthcare  Group  12c 

Bear  Stearns  17a 

Cabletron  Systems  18c 

Archer-Daniels  10b 

Becton,  Dickinson  12d 

Arco  Chemical  4 

Bell  Atlantic  22b 

Cablevision  Systems  20a 

Arkansas  Best  23d 

BellSouth  22b 

Cabot  4 

Armco  16b 

Bemis  7b 

Caliber  System  23d 

Armstrong  World  6b 

Beneficial  17a 

Campbell  Soup  10b 

Arrow  Electronics  21  h 

Bergen  Brunswig  12a 

Canandaigua  Brands  6c 

Arvin  Industries  2b 

Berkley  (W  R  )  17b 

Capital  One  Financial  17a 

Asarco  16c 

Best  Buy  6b 

Cardinal  Health  12a 

Ashland  11a 

Bethlehem  Steel  16b 

Carnival  14d 

Associates  First  Capital  17a 

BetzDearborn  4 

Carolina  Power  24a 

AT&T  22a 

Beverly  Enterprises  12c 

Carson  Pine  Scott  8 

Atlantic  Richfield  11a 

Big  Flower  Holdings  21  d 

Case  15c 

Atmel  9d 

Bindley  Western  Inds  12a 

Caterpillar  15c 

Automatic  Data  1 8c 

BJ  Services  1 1  b 

CBS  20a 

CDi  21e 
Centex  13b 

Central  S  South  West  24a 
Ceridian  18c 

Champion  Enterprises  13b 
Champion  Inll  19b 
Charter  One  Financial  17c 
Chase  Manhattan  3a 
Chesapeake  19b 
Chevron  11a 

Chiquita  Brands  IntI  10b 

Chiron  12b 

Chrysler  2a 

CHS  Electronics  18c 

Chubb  17b 

Cigna  17b 

Cincinnati  Bell  22b 

Cincinnati  Financial  17b 

Cincinnati  Milacron  15b 

CINergy24a 

Circuit  City  Group  6b 

Circus  Circus  14b 

Cisco  Systems  18c 

Citicorp  3a 

Citizens  Utilities  24a 

Clorox  8d 

CMS  Energy  24a 

CNA  Financial  17b 

CNF  Transportation  23c 

Coastal  11a 

Coca-Cola  6c 

Coca-Cola  Enterpnses  6c 

Cognizant  21  e 

Coleman  14d 

Colgate-Palmolive  6d 

Collins  &  Aikman  15d 

Coltec  Industries  15a 

Columbia  Gas  24b 

Columbia/HCA  Healthcare  12c 


Comcast  20a 
Comdisco  18c 
Comerica  3b 
Commercial  Metals  16b 
Compaq  Computer  18b 
Compass  Bancsharcs  3c 
CompuCom  Systems  18a 
CompUSA  18c 
Computer  Associates  18c 
Computer  Sciences  18c 
ConAgra  10b 
Conseco  17b 
Consolidated  Edison  24a 
Cons  Freightways  23d 
Cons  Natural  Gas  24b 
Consolidated  Papers  19b 
Consolidated  Stores  8 
Continental  Airlines  23a 
Cooper  Cameron  lib 
Cooper  Industries  9a 
Cooper  Tire  S  Rubber  2c 
Coors  (Adolph)  6c 
CoreStates  Financial  3a 
Corning  15a 
Corporate  Express  8 
Costco  8 

Countrywide  Credit  17a 
Coventry  12c 
Cox  Communications  20a 
CPC  'nternational  10b 
Cracker  Barrel  14a 
Crane  21b 
Crestar  Financial  3c 
Crompton  i  Knowles  4 
Crown  Cork  &  Seal  7a 
CSX  23b 

cue  International  21e 
Cummins  Engine  15c 
CVS  12a 


Cyprus  Amax  Minerals  16c 
Cytec  Industries  4 


Dana  2b 

Danaher  ISb 

Darden  Restaurants  14a 

Data  General  18b 

Dayton  Hudson  8 

Dean  Foods  10b 

Deere  1 5c 

Dell  Computer  18b 

Delta  Air  Lines  23a 

Deluxe  18a 

Detroit  Diesel  2b 

Dexter  15d 

Dial  6d 

Diebold  18a 

Digital  Equipment  18b 

Dillard  s  8 

Dime  Bancorp  17c 

DiMon  6e 

Disney  (Walt)  14b 

Dole  Food  10b 

Dollar  General  8 

Dominick's  Supermarkets  IQc 

Dominion  Resources  24a 

Donaldson,  Lufkin  i  Jenrette  1 7a 

Donnelley  (R  R  )21d 

Dover  1 5c 

Dow  Chemical  4 

Dow  Jones  20b 

Dresser  Industries  15c 

DSC  Commons  22a 

DTE  Energy  24a 

Duke  Energy  24a 

Dun  S  Bradstreel  17a 

DuPont  4 
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 ij. 

Ulframar  Diamond  SlH]j  r 
Unicom  24a  i- 
UnifilSd  % 
Union  Camp  19b 
Union  Carbide  4 
Union  Electric  24a 
Union  Pacific  23b  ! 
Union  Pacific  Resoffl 
Union  Planters  3c 
UninnBanCal  3ll 
Unisource  Worldwidf 
Unisys  18h 
United  Auto  Group  2 
United  HealttiCarel 
United  Stationers  2' 
United  Technoiogi 
United  Wisconsin 
Unitrin  17b 
Universal  Be 
Universal  Health  12i 
Unocal  11a 
Unova  15c 
UNUM  17b 
US  Airways  Group  23ji 
USA  Waste  Services  1 
USF&G  17b 
USFreightways  23ll 
USG  13a 
UST6e 

US  West  Communica^ 
US  West  Media  206 
USX-Marathon  11a 
USX-U  S  Steel  lEb 
UtiliCorp  United  24a 


Valero  Energy  11a 
Value  City  8 
Vanstar  18c 
Vaiian  Associates  St 
Vastar  Resources \% 
Vencor12c 
Venture  Stores  8 
Vf  Sa 

Viacom  14b 
Viad  5 

Viking  Office  Product! 
Vishay  Intertechnolog 
Vulcan  Materials  133 
VWR  Scientific  ProdiKI 


Wachovia  3c  "•' 
Wal-Mart  Stores 
Walgreen  12a 
Wang  Laboratories  If 
Warnaco  Group  6a 
Warner-Lambert  12b 
Washington  Gas  Lighlj 
Washington  Mutual  1 
Washington  Post2llb! 
Waste  Management  2| 
Webb  (Del)  13b 
Weirton  Steel  16b 
Wellman  4 
WellPoint  Health  12c 
Wells  Fargo  3(1 
Wendy's  Inll  14a 
Western  Atlas  lib 
Western  Digital  18b 
Western  Gas  Resource 
Western  Resources  24 
WestPoint  Stevens  15 
Westvaco  19b 
Weyerhaeuser  19b 
Whirlpool  6b 
Whitman  5  I 
Whole  Foods  Market  !■ 
WHX 16b 

Willamette  lndustrles| 
Williams  24b  ] 
Winn-Oixie  Stores  lOc 
Wisconsin  Energy  24a 
Witco  4 
Woolworlh  8 
World  Color  Press  2tll 
WorldCom  22a 
Worthington  inds, 
Wrigley  (Wm.)  Jr. 


Earthgrains  10b 
Eastman  Chemical  4 
Eastman  Kodak  14(1 
Eaton  9a 
Echlin  2b 
Ecolab  6d 

Edison  International  24a 
Edwards  (AX)  17a 
EGiG21a 

El  Paso  Natural  Gas  24b 
Electronic  Data  Systems  18c 
EMC  18b 

Emeison  Electric  9c 
Engelhard  16c 
Enova  24a 
Enron  21b 
Enteigy  24a 
Equifax  17a 
Equitable  17b 
Equitable  Resources  24b 
Essex  IntI  16c 
Estee  Lauder  6d 
Ethyl  4 

Everest  Reinsurance  17b 
Excel  Communications  22a 
Exide  15a 
Exxon  11a 


Family  Dollar  Stores  8 
Fannie  Mae  17a 
Federal  Express  23c 
Federal-Mogul  2b 
Federated  Dept  Stores  8 
Ferro  4 

Fieldcrest  Cannon  15d 
Fifth  Third  Bancorp  3b 
Fingerhut  8 

First  American  Finl  173 

First  Brands  15a 

First  Chicago  NBD  3b 

First  Data  18c 

First  Empire  State  3a 

First  ol  America  Bank  3b 

First  Security  3d 

First  Tennessee  Natl  3c 

First  Union  3c 

Firstar  3b 

FirstEnergy  24a 

Fisher  Scientilic  21b 

Fleet  Financial  Group  3a 

Fleetwood  Ents  13b 

Fleming  10a 

Florida  Progress  24a 

Flowers  Industries  10b 

Fluor  21a 

FMC  15c 

Food  Lion  10c 

Foodmaker  14a 

Footstar  8 

Ford  Motor  2a 

Fort  James  19b 

Fortune  Brands  15a 

Foster  Wheeler  21a 

Foundation  Health  12c 

FPL  Group  24a 

Franklin  Resources  17a 

Freddie  Mac  17a 

Freeport-McMoRan  C&G  16c 

Fritz  23c 

Frontier  22b 

Fruit  of  the  Loom  6a 

Fiillei  (H  B  I  4 

liini.liir.'  i'ii.iiKl',  Gb 


.  :..  •  m 

ij.ip  8 

Gateway  2000  18b 
GATX  23c 
GenCorp  2b 
General  Cable  16c 
General  Dynamics  1 
General  Electric  5 
General  Mills  10b 
General  Motors  2a 
General  Re  17b 
General  Signal  9a 
Genesis  Health  12c 
Genuine  Parts  21b 
Geon  4 

Georgia-Pacilic  193 
Giant  Food  10c 
Gillette  6d 

Golden  State  Bancorp  17c 


Golden  West  17c 
Goodrich  (B  F )  4 
Goodyear  Tire  &  Rubber  2c 
GPU  24a 
Grace  (W,R)  15a 
Grainger  (W  W.)  21b 
Great  ASP  10c 
Great  Lakes  Chemical  4 
Green  Tree  Financial  17a 
GTE  22b 
Guidant  12d 
Gulfstteam  Aerospace  1 


Halliburton  lib 
Handleman  21e 
Hanna  (M  A)  4 
Hannaford  Brothers  lOc 
Harcourt  General  5 
Harley-Davidson  14d 
Haiman  International  6b 
Harnischleger  15c 
Harrah's  Entertainment  14b 
Harris  9b 
Harsco  16c 

Hartford  Financial  Services  17b 

Hartford  Life  17b 

Hasbro  14d 

Hawaiian  Electric  24a 

Healthsouth  12c 

Heilig-Meyers  6b 

Heinz  (HJ.)IOb 

Hercules  4 

Hershey  Foods  10b 

Hertz  23c 

Hewlett-Packard  18b 
HFS21e 
Hillenbrand  15a 
Hilton  Hotels  14c 
Hollinger  International  20b 
Home  Depot  8 
HomeBase  8 
Honeywell  9c 
Hormel  Foods  10b 
Household  Inll,  17a 
Houston  Industries  24a 
Hubbell  9a 
Hudson  Foods  10b 
Hughes  Electronics  9b 
Hughes  Supply  21b 
Humana  12c 
Hunt  (i  B  )  23d 
Huntington  Bancshares  3b 

iRM  18b 
IBP  10b 

IKON  Ollice  Solutions  5 
Illinois  Tool  Works  15a 
lllinova  243 
Imation  14d 
IMC  Global  4 
InaCom  18c 
Ingersoll-Rand  15c 
Ingles  Markets  10c 
Ingram  Micro  18c 
Inland  Steel  16b 
Integrated  Health  Svcs  12c 
Intel  9d 
Intergraph  18c 
Interim  Services  21e 
Interpublic  Group  21d 
Interstate  Bakeries  10b 
Intimate  Brands  8 
International  Flavors  4 
Inll  Multitoods  10a 
International  Paper  19b 
Iomega  18b 
in  14c 

ITT  Industries  5 
IVAX  12b 


Jacobs  Engineering  21a 
Jelferson  Smurfit  7b 
Jefferson-Pilot  17b 
John  Alden  Fml  17b 
Johns  Manuille  13a 
Johnson  S  Johnson  12d 
Johnson  Controls  15a 
Jones  Apparel  Ciotip  6a 
JP  Foodservnf  lOa 


K  N  Energy  24b 
Kaiser  Aluminum  16a 
Kaufman  &  Broad  13b 


„10b 

Kellwood  6a 
Kelly  Services  21e 
Kennametal  15b 
Kerr-McGee  11a 
KeyCorp  3b 
KeySpan  Energy  24b 
Kimberly-Clark  19b 
KLA-Tencor  9c 
Kmart  8 

Knighl-Ridder  20b 

Kohl'-  8 
Riut.'  lOc 

Laboratory  Corp.  of  America  12c 
Lafarge  13a 
Lands'  End  8 
Landstar  System  23d 
LCI  International  22a 
Lear  2b 

Leggett  &  Piatt  6b 

Lehman  Brothers  Holdings  17a 

Lennar  13b 

Lexmark  IntI  Group  18b 
LG&E  Energy  24a 
Liberty  Financial  17b 
Liberty  Media  8 
Lilly  (Ell)  12b 
Limited  8 

Lincoln  Electric  15b 
Lincoln  National  17b 
Litton  Industries  9b 
Liz  Claiborne  6a 
Lockheed  Martin  1 
Loews  17b 

Long  Island  Lighting  243 
Longs  Drug  Stores  12a 
Louisiana-Pacific  19a 
Lowe's  8 
LSI  Logic  9d 
LTV  16b 
Lubrizol  4 

Lucent  Technologies  22a 
Lyondell  4 


Magellan  Health  Services  12c 
MagneJek  9a 
Mallinckrodt  12d 
Manor  Care  12c 
Manpower  21 e 
Mapco  11a 

Mark  IV  Industries  15a 
Marriott  IntI  14c 
Marsh  &  McLennan  17a 
Marsh  Supermarkets  lOc 
Marshall  &  llsley  3b 
Marshall  Industries  21b 
Masco  133 
Mascolech  2b 
Mattel  14d 

May  Department  Stores  8 

Maytag  6b 

MBNA  33 

McCormick  10b 

McDermolt  IntI  15c 

McDonald's  14a 

McGraw-Hill  20b 

MCI  Communications  22a 

McKesson  123 

MCN  Energy  Group  24b 

Mead  19b 

MedPartners  12c 

Medtronic  12d 

Mellon  Bank  33 

MEMC  Electronic  Materials  9d 

Mercantile  Bancorp  3b 

Mercantile  Stores  8 

Merck  12b 

Merisel  18a 

Merrill  Lynch  17a 

Meyer  (Fred)  8 

Michaels  Stores  8 

Micro  Warehouse  8 

MicroAge  183 

Micron  Electronics  18b 

Micron  Technology  9d 

Microsoft  18c 

Mid  Atlantic  Medical  12c 

MidAmencan  Energy  Holdings  243 

Millennium  Chemicals  4 

Miller  (Herman)  18a 

Minnesota  Mining  153 

Mirage  Resorts  14b 

Mitchell  Energy  1l3 


Mobil  113 

Mohawk  Industries  15d 

Molex  9d 

Monsanto  4 

Morgan  UP)  33 

Morgan  Stanley.  Dean  Witter  1 7a 

Morton  International  4 

Motorola  9b 

Murphy  Oil  11a 


Nabisco  Holdings  10b 
Naico  Chemical  4 
National  City  3b 
National  Fuel  Gas  24b 
National  Semicond  9d 
National  Service  9a 
National  Steel  16b 
NationsBank  3c 
Nationwide  Financial  17b 
Navistar  International  2a 
NCR  18b 

Neman  Marcus  Group  8 
New  Century  Energies  24a 
New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 
Newell  153 

Newport  News  Shipbuilding  23c 
NextLevel  Systems  9b 
NGC21b 

Niagara  Mohawk  24a 
Nicor  24b 
Nike  63 

Nine  West  Group  63 
Nipsco  Industries  243 
Nordstrom  8 
Norfolk  Southern  23b 
Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  Grumman  1 
Northwest  Airlines  233 
Norwest  3b 
NovaCare  12c 
Niicor  16b 


Oakwood  Homes  13b 
Occidental  Pet  lla 
Office  Depot  8 
OfficeMax  8 
Ogden  5 
OGE  Energy  243 
Ohio  Casualty  17b 
Old  Kent  Financial  3b 
Old  Republic  IntI  17b 
Olin4 
Olsten  21e 
Omnicom  Group  21  d 
Oneok  24b 
Oracle  18c 
Orion  Capital  17b 
Oryx  Energy  Us 
Owens  &  Minor  12d 
Owens  Corning  13a 
Owens-lllinois  73 
Oxford  Health  Plans  12c 


Pdi.  ji  2a 

Pacilic  Century  Fin  3d 
Pacific  Enterprises  24b 
PacifiCare  Health  12c 
PaciliCorp  24a 
PaineWebber  Group  17a 
Palis 

Paiagon  Health  Network  12c 
Parker  Hannrtin  15a 
Payless  Cashways  8 
Payless  ShoeSource  8 
PECO  Energy  24a 
Penn  Traffic  lOc 
Penney  (J  C  )  8 
Pennzoil  11a 
Pentair  15c 
Peoples  Energy  24b 
Pep  Boys  8 
PepsiCo  6c 
Perkin-Elmer  9c 
Petsmart  8 
Pfizer  12b 
PG&E  243 

Pharmacia  &  Upiohn  12b 
Phelps  Dodge  16c 
Philip  Morris  6e 
Phillips  Petroleum  II3 


Phillips-Van  Heusen  63 

Pilgrim's  Pride  10b 

Pinnacle  West  24a 

Pioneer  Hi-8red  10b 

Pioneer-Standard  21b 

Pitney  Bowes  I83 

Pittston  Burlington  Group  23c 

Pittway  5 

PNC  Bank  33 

Polaris  Industries  14d 

Polaroid  14d 

Polo  Ralph  Lauren  Ga 

Popular  3c 

Potlatch  19b 

Potomac  Electric  24a 

PP&L  Resources  24a 

PPG  Industries  13a 

Praxair  4 

Premark  IntI  5 

Primedia  20b 

Procter  8,  Gamble  6d 

Proffrtt's  8 

Progressive  17b 

ProSource  10a 

Protective  Life  17b 

Provident  17b 

Public  Service  Ent  243 

Pulte  13b 

Quaker  0,,i  lOb 
Uuaker  bljlt  11a 
Qualcomni  9b 
Quantum  18b 
Quorum  Health  Group  12c 


Ralston  Purina  10b 
Raychem  9a 
Rayonier  19a 
Raytheon  9b 
Read-Rite  9d 
Reader's  Digest  20b 
Reebok  International  6a 
Regions  Financial  3c 
Reliance  Group  17b 
ReliaStar  Financial  17b 
Republic  Industries  23c 
Republic  New  York  3a 
Revlon  6d 
Rexel  21b 

Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Richfood  Holdings  10a 
Rite  Aid  123 
RJR  Nabisco  6e 
Roadway  Express  23d 
Robinson  (C  H.)  23c 
Rockwell  International  5 
Rohm  &  Haas  4 
Ross  Stores  8 
Rouge  Industries  16b 
Royal  Caribbean  Cruises  14d 
RPM  133 
Rubbermaid  15a 
Ruddick  10c 
Russell  63 
Ryder  System  23c 
Ryerson  Toll  21b 
Rykoff-Sexton  1 03 
Ryland  Group  13b 


SABRE  Group  Holdings  18c 
Safeco  17b 

Safeguard  Scientifics  18c 
Safeway  10c 
Saks  Holdings  8 
Sara  Lee  10b 
SBC  Communications  22b 
Scana  243 
Schering-Plough  12b 
Schlumberger  lib 
Schwab  (Charles)  173 
SCI  Systems  9d 
Scientihc-Atlanta  223 
Scripps  (E  W )  20b 
Seagate  Technology  18b 
Sears,  Roebuck  8 
Service  Corp  IntI  21  e 
Service  Merchandise  8 
ServiceMaster  21e 
Shaw  Industries  15d 
Sberwin-Wilhams  13a 
Shoney  s  14a 
ShopKo  Stores  8 
Sigma-Aldrich  12b 


Siigan  Holdings  7a 
Silicon  Graphics  18b 
SLM  Holding  17a 
Smart  &  Final  10a 
Smith  International  lib 
Smithfield  Foods  10b 
Snap-on  ISb 
Solectron  9d 
Solutia  4 
Sonat  24b 
Sonoco  Products  7b 
Southern  243 

Southern  New  Eng  Tel.  22b 
SouthTrust  3c 
Southwest  Airlines  23a 
Spiegel  8 
Sports  Authority  8 
Springs  Industries  15d 
Sprint  22a 
SPX 15b 
St  Paul  17b 
Staff  Leasing  21  e 
Standard  Commercial  6e 
Standard  Products  2b 
Stanley  Works  15b 
Staples  8 
State  Street  3a 
Stewart  8  Stevenson  15c 
Stone  Container  7b 
Storage  Technology  IBb 
Summit  Bancorp  3a 
Sun  lla 

Sun  Healthcare  Group  12c 
Sun  Microsystems  18b 
SunAmerica  17b 
Sundstrand  1 
SunTrust  Banks  3c 
Supervalu  103 
Sysco  10a 


Talbots  8 
Tandy  6b 
Tech  Data  183 
Teco  Energy  243 
Tecumseh  Products  133 
Teias  Gas  24b 
Tektronix  9c 

Tele-Communications  20a 
Telephone  X  Data  Sys  22a 
Tellabs  223 
Temple-Inland  7b 
Tenet  Healthcare  12c 
Tenneco  5 
Teradyne  9c 
Terra  Inds.  4 
Texaco  lis 
Texas  Instruments  9d 
Texas  Utihties  24a 
Textron  5 

Thermo  Electron  9c 
Thermo  Instrument  Sys  9c 
Thomas  &  Befts  9d 
3Com  18c 
3M  15a 

360  Communications  22a 
TIG  Holdings  17b 
Time  Warner  20b 
Times  Mirror  20b 
Timken  15c 
TJX  8 

Torchmark  17b 
Tosco  lis 
Toys  R'  Us  8 
Tracer  9b 

Trans  World  Airlines  23a 
Transamerica  17b 
Transatlantic  Holdings  17b 
Travelers  Group  17a 
Travelers  Properii  Casualty  1 7b 
Tribune  20b 

Tricon  Global  Restaurants  143 
Trigon  Healthcare  12c 
Trinity  Industries  23c 
TRW  5 

Tiipper;v.ire  15a 
Iv'.nn  liHi.V  lOh 


I)  ',  B.llinill,  3h 

U  'j  Filtei  15c 
U  S  Home  13b 
U  S  Industries  5 
U  S  Office  Products  f 
U  S  Surgical  12d 
UAL  23a 
UGl  24b 


Xerox  18b 
Yellow  23d 
York  Inll  133 
ZaleB 
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"SOMEDAY,  I'LL  BE  ABLE 
TO  MANAGE  ALL  YOUR  PC's 
RIGHT  FROM  MY  OFFICE." 


'  [>MEDAY,  A  COMPUTER  WILL  HAVE 
OMORROW'S  TECHNOLOGY,  TODAY." 


"SOMEDAY,  A  COMPUTER  WILL  BE 
A  FORMIDABLE  INVESTMENT." 


TOSHIBA  IS  PROUD  TO  ANNOUNCE: 
IT'S  SOMEDAY. 


3day.  Though  you've  heard  about  it 
3,  it  always  seemed  a  long  way  off. 
all  changed  now.  With  our  new 
line  you  can  manage  your  business 
before.  For  years  Toshiba  has  been 
s  leader  in  portable  technology 
'e  come  to  expect  nothing  less.  So 
developed  a  new  line  of  business 
we  put  in  the  same  ingenuity  quality 
in  you've  come  to  depend  on  from 
Dies.  Incorporating  the  latest  innovations 


■ — — 

 l_l_LJ-J'  t  - 


forsuperior  manageability  Intel's  family  of 
processors  and  an  overall  rich  feature  set — 
making  the  Equium  a  formidable  investment. 
We  believe  it's  everything  you  need  to  do 
business  in  an  ever- changing  climate. 
In  fact,  Toshiba  spends  over  $3 
billion  a  year  in  research  and 
development.  Not  just  to  bring 
you  products  today  but  to  develop 
the  tools  a  new  generation  will  use 
to  create  their  own  somedays. 


In  Touch  with  Tomorrow 

TOSHIBA 


TO  GET  YOUR  HANDS  ON  AN  EQUIUM  NOW,  CALL  1-800-457-7777  OR  VISIT  OUR  WEB  SITE  AT  HnP://COMPUTERS.TOSHIBA.COM 

Ti1997  Toshiba  America  Information  Systems,  Inc  Equium  is  a  trademark  of  Toshiba  America  Intormalion  Systen^s,  Ir;.: 
Intel  inside  and  Pentium  Processor  Logos  are  registered  trademarks  and  MMX  is  a  trademark  of  Intel  Corporation 


iness  Week  Index 
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TION  INDEX 


fioin  last  week:  0.2% 
from  last  year:  7.0% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

 Dec.  6=127.9  

1992=100 


Apr.  Aug,  Dec 

5  1997  1997  1997 

IS  a  4-week  moving  average 

ion  index  continued  to  climb  in  the  week  ended  Dec.  6,  Before 
of  ttie  four-week  moving  average,  the  mdex  fell  0.5%,  to  127.7, 
a  week  ago.  After  seasonal  adjustment,  output  of  autos,  trucks,  and 
!  up.  Rail-freight  traffic  increased  0.4%,  with  volume  the  highest  it 
en.  Electricity  and  oil  production  fell,  as  did  coal  because  of 
elivery  problems  on  the  Union  and  Southern  Pacific  rail  Imes. 

itJe/  copyright  1997  by  The  McGraw-Hill  Companies 


G  INDICATORS 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  OHG 

ICES  (12/12)  S&P  500 

953.39 

983.79 

30.8 

EBOND  YIELD.  Aaa  ( 12/1 2) 

6.84%, 

6,81% 

-5.1 

IL  MATERIALS  PRICES  (12/12) 

96.9 

100.4 

-9.5 

FAILURES  (12/5) 

NA 

NA 

NA 

IE  LOANS  (12/3)  billions 

NA 

NA 

NA 

PPLY,  M2  (12/1)  billions 

$4,015.6  $ 

4,001.2r 

5.4 

AIMS.  UNEMPLOYMENT  (12/6)  tfious 


311 


324r 


-11.1 


L-iridard  &  Poor's.  Moody's,  Journal  of  Commerce  (index:  1990=100). 
'.rve.  Labor  Dept. 


ST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

■UNDS  (12/16) 

5.56% 

5.29% 

5.38% 

lAL  PAPER  (12/16)  3-month 

6.70 

5.73 

5.52 

iTES  OF  DEPOSIT  (12/17)  3-month 

5.80 

5.81 

5.48 

ITGAGE  (12/12)  30-year 

7.35 

7.35 

7,84 

LE  MORTGAGE  (12/12)  one-year 

5.85 

5.72 

5.74 

/12) 

8.50 

8.50 

8.25 

ederal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


STEEL  (12/13)  thous.  of  net  tons 

LATEST 
WEEK 

2,158 

WEEK 
AGO 

2,162# 

YEARLY 
%  OHG 

10.7 

AUTOS  (12/13)  units 

128,646 

132,960r# 

-5.3 

TRUCKS  (12/13)  units 

152,166 

150,291r# 

9.3 

ELECTRIC  POWER  (12/13)  millions  of  kilowatt-hrs.  67,586 

62,978# 

6.8 

CRUDE-OIL  REFINING  (12/13)  thous.  of  bbl./day  14,977 

14,851# 

4.9 

COAL  (12/6)  thous.  of  net  tons 

22,482# 

20,431 

6.1 

LUMBER  (12/6)  millions  of  ft. 

456, 0# 

282.3 

-1.1 

RAIL  FREIGHT  (12/6)  billions  of  ton-miles 

28. 7# 

24.1 

3.6 

Sources:  American  Iron  &  Steel  Institute,  Ward's 
institute,  American  Petroleum  Institute,  Energy  Dept 
American  Railroads 

Automotive  Reports.  Edison  Electric 
,  WWPAl,  SFPA2.  Association  of 

PRICES 

GOLD  (12/17)  $/troy  oz. 

LATEST 
WEEK 

287,850 

WEEK 
AGO 

286.300 

YEARLY 
%  CHG 

-21.9 

STEEL  SCRAP  (12/16)  #1  heavy,  $/ton 

143.50 

131,50 

23.2 

COPPER  (12/12)  iZ/lb. 

73.8 

84.1 

-30.8 

ALUMINUM  (12/12)  c/lb. 

76.3 

77,3 

6.0 

COTTON  (12/12)  strict  \ow  middling  1-1/16  m., 

2/lb.  64.50 

66.14 

-11.0 

OIL  (12/16)  $/bbl. 

18.02 

18.47 

-29.6 

ORB  FOODSTUFFS  (12/16)  i967=ioo 

236.42 

247.87 

3.1 

CRB  RAW  INDUSTRIALS  (12/16)  1967^100 

307.57 

310.29 

-7.1 

Sources:  London  Wednesday  final  setting,  Chicago 
market,   NYMEX,   Comnnodity  Research  Bureau 

market,  Metals 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (12/17) 

LATEST 
WEEK 

126,83 

WEEK 
AGO 

128.90 

YEAR 
AGO 

113.58 

GERMAN  MARK  (12/17) 

1.77 

1.78 

1.55 

BRITISH  POUND  (12/17) 

1.65 

1.65 

1.67 

FRENCH  FRANC  (12/17) 

5.92 

5.97 

5.25 

ITALIAN  LIRA  (12/17) 

1734.5 

1744.5 

1528.8 

CANADIAN  DOLLAR  (12/17) 

1.42 

1.42 

1.37 

MEXICAN  PESO  (12/17) 

8.105 

8.139 

7.838 

TRADE-WEIGHTED  DOLLAR  INDEX  (12/17) 

108.4 

109.4 

99.1 

Sources:  Maioi  Neyv  York  banks  Currencies  expressed  m  units  per  U  S  dollar, 
except  for  British  pound  in  dollars    Trade-weighted  dollar  via  J  P  Morgan 


m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=revi5ed       NIVI=Not  meaningful 


WEEK  AHEAD 


GOODS  ORDERS 

)ec.  23,  8:30  a.m. est  >■  New 

;n  by  durable-goods  manufactur- 
ncreased  by  0.5%  In  November, 
to  the  median  forecast  of  econo- 
eyed  by  mms  International,  one  of 
iw-HIII  Companies.  Bookings 
1%  In  October,  but  the  pace  of 
ids  well  above  year-ago  levels, 
ted  rise  In  new  orders  indicates 
acklog  of  unfilled  orders  advanced 
irth  consecutive  month. 

DETAIL  SURVEYS 

Dec,  23  ►  Two  reports  on  holiday 
'or  the  last  full  week  before 
will  be  released.  The  Bank  of 


Tokyo  Mitsubishi/Schroder  Wertheim  retail 
report  is  released  in  the  morning,  while  ljr 
Redbook  Research  reports  their  findings  in 
the  afternoon.  So  far  during  this  holiday 
season,  both  surveys  have  shown  good 
gams  in  retail  spending. 

PERSONAL  INCOME 

Wednesday.  Dec.  24,  8:30  a.m.EST^  Per- 
sonal Income  probably  increased  a  strong 
0.7%  in  November,  says  the  mivis  survey. 
That  follows  a  solid  0.5%  gain  m  October 
and  IS  suggested  by  the  surprisingly  robust 
gains  in  jobs  and  weekly  pay  last  month. 
Consumer  spending  likely  increased  0.4% 
in  November,  on  top  of  a  0.5%  rise  in 
October.  Although  retail  sales  were  weak 


last  month,  the  unit  sales  of  motor  vehicles 
posted  a  large  increase.  Consumer  spending 
looks  on  track  to  rise  at  about  a  3%  annual 
rate  in  the  fourth  quarter,  after  the  5.8% 
surge  of  the  third. 

UNEMPLOYMENT  CLAIMS 

Wednesday,  Dec.  24,  8:30  a.m. est^  Ini- 
tial filings  for  state  unemployment  benefits 
likely  stood  at  a  310,000  pace  for  the 
week  ended  Dec.  20,  about  the  same  num- 
ber of  claims  filed  in  the  week  of  Dec.  5. 
After  the  four-week  moving  average  dipped 
below  the  300,000  mark  in  August,  jobless 
claims  have  been  trending  higher  in  the 
fall.  In  the  first  week  of  December,  the 
moving  average  totaled  318,300. 


RII^INF'^'^  WFFK  /  nrrPMRFR  7Q    iqqv  IQI 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  to  a  company.  Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Aberdeen  Asset 

Management  112 
ABR  Information  Services 

(ABRX)  132 
AccessAir  6 
Acer  38 

Action  Information  Services  46 
Action  Performance  (ACTN)  92 
Advest  Group  (ADV)  92 
Alabama  Gas  (EGN)  41 
Allstate  (ALL)  110,132 
Amencan  Century  114, 120, 
142 

American  Express  (AXP)  48, 92 
America  Online  (AOL)  132 
Ameritech  (AIT)  51 
Ameritrade  107 
AMG  Data  Services  142 
Amway  132 
Andersen  Consulting  41 
Andersen  Worldwide  51 
Apple  Computer  (AAPL)  38 
Apna  Healthcare  132 
Aris(ARSC)  132 
Artenal  Vascular  Engineenng 
(AVEI)  92 
Asensio  126 
Asset  Korea  Capital  112 
AST  38 

AT&T(D  46,51,142 
©Home  51 
AvantUAVNT)  126 

B 


Baan  41 

Babson  (David  L)  88 
Baker  Hughes  10 
Banamex-Accival  116 
Bancomer  116 
Banc  One  (ONE)  74,110,139 
BankAmerica  (BAC)  38,139 
BankBoston  (BKV)  92,116 
Bank  of  America  (BAC)  56,110 
Bank  of  Tokyo  Mitsubishi  112 
Barclays  BZW  120 
BarrickGold  92 
Bates  Worldwide  132 
Bear  Stearns  139 
Beeson  Gregory  60 
BellSouth  (BLS)  139 
Bessemer  Trust  139 
B.F  Goodrich  (FR)  48 
BioTime  (BTIM)  126 
Binnyi  Associates  88, 92 
Boeing  (BA)  51,159,194 
Bosch  Telecom  139 
Bre-X  Minerals  142 


Cabletron  Systems  (CS)  38 
CACI  International  41 
Cadence  Design  Systems 
(CDN)  126 

Caldwell  &  Orkin  Market 
Opportunity  Fund  84 
Canon  38 

Capitol  Bancorporation 
(CBCL)  126 
CarrAmenca  152 
Catellus  Development  152 
Caterpillar  (CAT)  6 
C-B  Partners  139 
CDW  Computer  Centers  132 
Cellstar  (CLST)  126 
CGM  Realty  Fund  152 


Charles  0,W,)  139 
Chase  Manhattan  (CMB)  10, 
38,56,110 

China  Southern  Airlines  112 
Christie's  60, 156 
Chrysler  (C)  6,50 
CIBC  Oppenheimer  74 
Circus  Circus  (CIR)  132 
Cisco  Systems  (CSCO)  107, 
139 

Citibank  (CCD  56,60, 139 
CITIC  Pacific  112 
Citicorp  (CCD  110,132 
Cogen  Technologies  44 
Cohen  &  Steers  Realty  152 
Colonial  Tax-Exempt  A  Fund  84 
Compal  Electronics  112 
Compaq  Computer  (CPQ)  38, 
107 

Compustat  (MHP)  159 
Computer  Learning 
Centers  126 
Conning  110 
ConraiKCRR)  74 
Conseco  (CNC)  110 
Cordiant  132 

CoreStates  Financial  (CFL)  139 
Cracker  Barrel  (CRBL)  48 
Crestar  Financial  (CF)  110 
CSX (CSX)  41 
Cushman  &  Wakefield  34 
Cypress  Semiconductor  (CY)  38 


Daimler  Benz  (DAI)  114 
Dam  Bosworth  92 
Danzas  132 
Davox  132 

Dell  Computer  (DELL)  38,107, 
159 

Delphi  Management  60 
Deutsche  Morgan  Grenfell  38, 
74 

Deutsche  Telekom  46 
Digital  Equipment  (DEC)  18, 
48 

Dominick's  Supermarkets 

(DFF)  159 
Domino's  Pizza  132 
Donaldson  Lufkin  &  Jenrette 

(DU)  110 

Donna  Karan  (DK)  51 
Dow  Jones  (DJ)  88 
Dreyfus  107,148 


Eastman  Kodak  (EK)  132 
Edwards  (AG)  84 
Edwards  (J  D  )  126 
Ell  Lilly  (LLY)  92 
Energen  (EGN)  41 
Enron  (ENE)  44 
Ericsson  (LM  )  139 
Ernsts  Young  41, 152 
Estee  Lauder  (EL)  156 
E-Trade  Group  107 

F 


Federated  Department  Stores 
(FD)  51 
Fernz  132 

Ferns  Baker  Watts  92 
Fidelity  Investments  107,132, 
142 

First  American  (FATN)  126 
First  Call  38,88,107 
First  Union  (FTU)  139 


First  USA  (FUS)  110 
Flatiron  Partners 
Fleming  (FLM)  48 
Food  Technology  Service 
(VIFL)  126 
Ford  (F)  50 
Forest  City  152 

Eon-ester  Research  (FORR)  107 
Friedman  Billings  Ramsey  142 
Fu|itsu  38 
Furman  Selz  110 


Gables  Residential  152 
GAM  Global  Asset 

Management  120 
Gartner  Group  (GART)  41, 107 
General  Electric  (GE)  194 
General  Instrument  (GIC)  51 
General  Motors  (GM)  50 
Global  High  Yield  Fund  148 
Golden  Star  Resources  132 
Goldman  Sachs  84,92, 110, 

112 

Green  Street  Advisors  1 52 
Green  Tree  Financial  (GNT)  142, 
159 

Gruntal  92 

Gulfstream  Aerospace  132 
H 


Hambrecht  &  Quist  51 
Healey  &  Baker  34 
Hewlett-Packard  (HWP)  38 
Hoechst  114 
Hoffman-La  Roche  139 
Holland  &  Barrel  132 
Home  Shopping  Network 
(HSNI)  132 
HSBC  Holdings  112 
Hughes  Electronics  (GM)  6 
Hutchinson  Whampoa  112 
Hyundai  38 

I 


l/B/E/S  International  159 
IBM  (IBM)  38,107,132 
ICA  116 

ICN  Pharmaceuticals  (ICN)  139 
ICO  Global  Communications  51 
Independent  Economic 

Advisory  74 
Indian  Tobacco  112 
INGBanngs  74 
Integrated  Process  Equipment 

(IPEC)  107 
Intel  (INTO  132 
Interface  6 

International  Data  38, 41 
International  Investment 
Trust  112 
Irvine  152 
Itatel  139 
in  (ITT)  6,152 


JCG  Holdings  132 
Junka&Voyles  132 

K 


Kagan  Telecom  Associates  46 
Keane  41 

Keefe  Bruyette  &  Woods  110 
Key  Asset  Management 
(KEY)  92 

Key  West  Securities  6 
Kilroy  Realty  152 


KLA-Tencor  (KLAC)  107 
Kokusai  Denshin  Denwa  46 
Kookmin  Bank  112 
Korea  Fund  84 


Legg  Mason  132 
Lehman  Brothers  (LEH)  110 
Levi  Strauss  10 
Linbeck  Construction  44 
Lindner  Growth  Fund  132 
Living  Centers  of  Amenca 
(LCA)  132 

Liz  Claiborne  (LIZ)  51 
Lockheed  Martin  (LMT)  6 
Longer  Investments  88 
Loomis  Sayles  (LSBDX)  139, 
148 

Lotus  Development  (IBM)  18 
Lucent  Technologies  (LU)  107, 
132 

M 


Macroeconomic  Advisers  74 
Malabar  Capital  120 
Mandarin  Onental 

International  132 
McGraw-Hill  (MHP)  42, 191 
MCI  Communications 

(MClC)  46,107 
Medicis  Pharmaceutical 

(MDRX)  132 

Mernll  Lynch  (MER)  51,88, 
110,112 

MFS  World  Equity  Fund  120 
Micron  Technology  (MU)  38, 
132 

Micropolis  38 

Microsoft  (MSFT)  38,40,42, 
51,107 

Mid  Ocean  84 
Milestone  Scientific 
(WAND)  126 

Miller  Anderson  SSherrerd  148 
MMS  International  (MHP)  191 
Money  Store  (MONE)  132 
Morgan  (J  P)  UPM)  84, 88 
Morgan  Grenfell  Capital 

Management  148 
Morgan  Stanley  Dean  Witter 

(MWD)  34,50,92,114,120, 

132, 148, 152 
Morningstar  (MSTR)  142 
Multimedia  Games  126 
Munder  Capital 

Management  142 
Munder  NetNet  107 
Muyzenberg  Management  10 
Myriad  Genetics  19 

N 


Namco  8 

NationsBank  (NB)  44, 139 
NBTY(NBTY)  132 
NEC  38 

New  Straits  Times  120 
NextLevel  Systems  (NLV)  51 
Nomura  Securities  112 
Northern  Telecom  (NT)  107 
Northrup  Grumman  (NOG)  6 
Non«est(NOB)  110 


Oakmark  International 
Fund  132 

Ob|ective  Communications 
(OCOM)  126 

Octel  Communications  132 


Offitbank  148 
Oracle  (ORCL)  38,88,107, 
126,132,142 

Onental  Semiconductor  112 
Oxford  Health  (OXHP)  51 

P 


Pacific  Investment 

Management  148 
PaineWebber  88 
Papaiohn's  International  132 
Patina  Oil  &  Gas  92 
PBHG  132 
P-Com(PCMS)  139 
PeopleSoft  (PSFT)  41 
Philips  Electronics  (PHG)  132 
Pioneer  Hi-Bred  (PHB)  6 
PJ  Amenca  (PJAM)  132 
PMI  Group  (PMA)  132 
PNC  Bank  (PNC)  110,148 
Polaroid  (PRD)  132 
Post  Properties  152 
Pnmark(PMK)  159 
Pnmark  Decision 

Economics  74, 76 
Pnme  Realty  152 
Produce  Palace 

International  41 
Prudent  Sear  Fund  132 
Prudential  Securities  92, 96, 

124 

Putnam  Fund  for  Growth  & 
Income  84 


Ouantum  38 
Qwest  Communications 
(QWST)  46 


Ragen  MacKenzie  51 
Raytheon  (RTW)  6 
Regional  Financial 
Associates  74 
RJR(RN)  51 

Robinson-Humphrey  92, 96 
Rothschild  120 
Russell  (Frank)  84 


Saatchi  &  Saatchi  132 
Salomon  Smith  Barney 

(TRV)  92 
Samsung  38 
Sanfander  Investment  116 
SAP  41, 126, 132 
SBCWarbu'g  51,60 
Schering-Plough  (SGP)  139 
Schooner  Asset 

Management  148 
Schwab  (Charles)  (SCH)  107 
Seagate  Technology  (SEG)  38 
Seligman  (J&W)139 
Seligman 

Communications  107 
Silicon  Graphics  (SGI)  92 
Smiths  Wesson  132 
Smith  Breeden  148 
Softbank  51 
Solution  6  Holdings  132 
Sony(SNE)  112 
Sotheby's  (BID)  60, 156 
SoundView  Financial  38, 41 
Spieker  Properties  152 
Splash  Technology  132 


Standard  &  Poor's  (| 
88, 142 

Starwood  Lodging  T 
(HOT)  152 
State  Street  Researrlj 
Stratton  Oakmont 
Summit  Bancorp  (S| 
Swiss  Bank  60 
Syms(SYM)  139 
System  Software  llj 

T 


Tamsa  116 
TecAmerica  41 
Technical  Data  74 
Technology  Value  Fu| 
Telebras  116 
Tele-Communicatioi 

aCOM,A)  51 
Teleport  Communici 

(TCGI)  51 
Templeton  Investmd 

Management  84, 
Texaco  (T)()  84 
Thornburg  Manageir 
Tomkins  132 
Toshiba  38 
Toyota  (TOYOY)  SO  |)' 
Trevor  Stewart  Burtoil 

Jacobsen  92 
TnGon  Health  132 
TRowePnce  142 
TRWaRW)  51 

U 


UBS  Securities  1161 
UJB  Financial  139  [ 
Unibanco  132 
Union  (UCO)  132 
United  Companies  Fi| 
(UC)  132 

Uranium  Resources  | 
USG(USG)  132 
UUNet  46 


Value  Line  84 
Van  Eck  Global  Hard) 
Fund  155 
Vanguard  Aidines  6i 
Vanguard  Group  14H 
Vantage  Enterprises 
Vintage  Petroleum  (V ! 
Vitamin  World  132  ; . 
Vornado  152  |* 

W 


Walt  Disney  (DIS)  m  i 
Warburg  Pincus  Gmy-^ 

Income  Fund  132 
Washington  Mutual 

(WAMU)  110 
Waste  Management 
Weils  Fargo  (WFC)  i; 
Western  Digital  (WDC 
Woonjin  Publishing  Vt 
WorldCom  (WCOM)  iV" 


liiit 


Xerox  (XRX)  132 


Yahoo!  (YHOO)  132 
Yamaichi  Securities 


Zitf-Davis  Publishing  I 
Zunch  Kemper  Invest  pt" 
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^stment  Figures  of  the  Week 


ige       1 -week  change 
-0.4% 


ARY 

)Out  turmoil  in  Asia 
,  corporate  profits  led 
ie  week  in  the  mar- 
a's  crisis  hit  tech 
ticuiarly  hard,  with 
lomposite  losing  more 
The  yield  on  the  30- 
ury  fell  as  low  as 
)  producer  prices 
1  unexpected  drop, 
nned  income  tax  cut, 
lie  of  dollars  by  the 
)an,  helped  bring  the 
,  yield  to  6.00%  and 
illar  plunging  against 
e  Tederal  Reserve  left 
es  unchanged  at  its 
ieting. 


T  RATES 


b  tY  BOND  INDEX 

Dec.  Dec.  11-17 


3'  Derg  Financial  Markets 


,FU.NDS 


OiveriihciJ  SSBi  All  Equily 
52-week  total  return 


U.S.  MARKETS 


Latest 


%  change 
Week  Year 


BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


Dow  JonBS  Industri3ls 

TORT  A 

-0.3 

25.4 

NASDAQ  Combined  Composite 

1547.4 

-3.1 

20.4 

S&P  MidCap  400 

324.6 

-1.0 

29.9 

S&P  SmallCap  600 

176.6 

-1.3 

24.9 

S&P  SuperComposite  1500 

207.1 

-0.5 

31.3 

%  change 

SECTORS 

Latest 

Week 

Year 

Bloomberg  Information  Age 

288.9 

-2.2 

25.4 

S&P  Financials 

119.1 

0.2 

48.5 

S&P  Utilities 

225.9 

2.5 

15.4 

PSE  Technology 

283.4 

^.1 

14.3 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

Year 

London  (FT-SE  100) 

5190.8 

1.2 

29.2 

Frankfurt  (DAX) 

4158.7 

1.0 

47.4 

Tokyo  (NIKKEI  225) 

16,541.1 

0.4 

-17.7 

Hong  Kong  (Hang  Seng) 

10,692.7 

-3.0 

-16.2 

Toronto (TSE  300) 

6625.5 

-1.9 

15.7 

Mexico  City  (IPC) 

5112.0 

1.3 

56.2 

Week 

Year 

FUNDAMENTALS 

Latest 

ago 

ago 

S&P  500  Dividend  Yield 

1.58% 

1.57% 

2.00% 

Manufactured  Housing 
Airlines 

Long-Distance  Telecom. 
Major  Regional  Banks 
Newspaper  Publishing 


37.0 
12.9 
11.1 
9.2 
8.6 


Trucking 

Invest.  Banking/Brkrge. 
Savings  &  Loans 
Airlines 
Homebuilding 


142.4 
87.4 
75.7 
66.7 
66.4 


WORST-PERFORMING  Last 


GROUPS 


month  % 


Last  12 
months  % 


Oil  &  Gas  DrilHng  -17.4  Gold  Mining  -36.2 

Metals  -15.9  Engineering  &  Constr.  -33.8 

Leisure  Time  -14.8  Metals  -31.9 

Shoes  -14.0  Photography/Imaging  -27.0 

Semiconductors  -13.5  Shoes  -18.0 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


S&P  500  P/E  Ratio  (Last  12  mos.)  24.3 
S&P  500  P/E  Ratio  (Next  1 2  mos.)*  1 9.2 
First  Call  Earnings  Revision*        -2.00  % 

TECHNICAL  INDICATORS  Latest 


24.6 
19.3 
-1.35% 

Week 
ago 


20.3 
15.7 
-0.11% 

Reading 


S&P  500  200-day  average  889.2  885.0  Positive 

Stocks  above  200-day  average       65.0%    70.0%  Neutral 

Options:  Put/call  ratio                0.72       0.51  Positive 

Insiders:  Vickers  Sell/buy  ratio       2.18       2.56  Neutral 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Schlumberger 

79 

-9^/16 

Compaq  Computer 

57  V2 

-gVs 

McDonald's 

45  "/16 

-1  '/16 

Texas  Instruments 

44 

-6^/8 

Cliffs  Drilling 

52Vt6 

-17 '5/16 

Motorola 

56 'A 

-10 

Decline  aliead?  Stocks  witti  most 
significant  selling  on  price  slrengtti 

Price 

1-month 
change 

3Com 

35  V4 

1  '/8 

WorldCom 

32  V2 

1^/16 

Boeing 

50^8 

'5/16 

Sun  Microsystems 

36 '3/16 

'/t6 

Dell  Computer 

87 

23/8 

Pfizer 

763/4 

53/8 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

5.22 

5.20 

4.93 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds. 

90-DAY  TREASURY  BILLS 

5.24 

5.21 

5.03 

assuming  a       tederal  tax  rate. 

lO-YT.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.21 

5.21 

5.00 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.49 

5.51 

5.55 

GENERAL  OBLIGATIONS 

4.45% 

4.50% 

5.03% 

5.08% 

10-YEAR  TREASURY  NOTES 

5.81 

5.90 

6.46 

PERCENT  OF  TREASURIES 

76.62 

76.56 

83.85 

83.63 

30-YEAR  TREASURY  BONDS 

6.00 

6.10 

6.69 

TAXABLE  EQUIVALENT 

6.45 

6.52 

7.29 

7.36 

LONG-TERM  AA  INDUSTRIALS 

6.62 

6.63 

7.23 

INSURED  REVENUE  BONDS 

4.55 

4.60 

5.22 

5.27 

LONG-TERM  BB6  INDUSTRIALS  6.96 

7.03 

7.69 

PERCENT  OF  TREASURIES 

78.35 

78.26 

87.01 

86.76 

LONG-TERM  AA  TELEPHONES 

6.96 

7.02 

7.40 

TAXABLE  EQUIVALENT 

6.59 

6.67 

7.57 

7.64 

EQUITY  FUNDS 
Leaders 

Four-week  total  return 


Laggards 
%    Four-week  total  return  % 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return  % 


Laggards 

Four-week  total  return 


% 


Stagecoach  Strat.  Grth.  C 
Smith  Barney  Apprec.  B 
Wright  EquiFd. -Mexico 
Invesco  Latin  Amer.  Grth. 
Fidelity  Latin  America 

Leaders 

52-week  total  return 


33.1  Matthews  Korea  -35.3 

18.9  Merrill  Technology  B  -22.5 

11.9  DFA  Japanese  Small  Co.  -18.8 

10.1  Van  Wagoner  Post-Venture  -17.6 

9.8  EatonVanceWwde.  Dev.  Res.  B -17  .6 

Laggards 

%  52-week  total  return  % 


Latin  America 

Financial 

Utilities 

Large-cap  Value 
Large-cap  Blend 

Leaders 

S2-week  total  return 


7.3  Precious  Metals 

6.8  Technology 

4.6  Natural  Resources 

2.3  Japan 

2.1  Pacific/Asia  ex-lapan 


% 


Laggards 

52-week  total  return 


-12.6 
-9.1 
-7.8 
-7.8 
-7.6 

% 


sstar,  Inc. 


Fidelity  Sel.  Brokerage 
Lexington  Troika  Russia 
American  Heritage 
Evergreen  U.S.  Real  Est.  Y 
Titan  Financial  Services 


70.6  Midas  -60.9 

67.9  U.S.  Global  Investors  Gold  -60.4 

59.3  Morgan  Stan.  Instl.  Gold  A  -58.9 

59.0  Matthews  Korea  -58.8 

58.2  Invesco  Strategic  Gold  -58.2 


Financial  48.5  Precious  Metals  -46.3 

Large-cap  Blend  30.4  Pacific/Asia  ex-Japan  -33.8 

Mid-cap  Value  29.1  Diversified  Pacific/Asia  -26.5 

Large-cap  Value  29.1  Japan  -20.9 

Large-cap  Growth  28.7  Diversified  Emerging  Mkts.  -3.4 


t  market  close  Wednesday.  Dec.  17,  1997,  unless  otherwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Dec.  15.  For  a  more  detailed  explanation,  write 
JSH  500  companies  only.  Fundamentals,  tectinical  indicators,  Bloomberg  mon-     to  us  or  E-mail  figures@busmessweek.com.  NA=Not  available  "Vanguard  Index  500  Fund 
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Editorials 


ASIA:  THE  ROAD  TO  REAL  CAPITALISM 


it 
)fl 


After  the  Berlin  Wall  fell  in  1989,  two  visions  of  the  post- 
cold-war  world  were  set  forth.  Francis  Fukayama's  op- 
timistic The  End  of  History  predicted  that,  with  the  end  of 
communism,  liberal  democracy  and  market  capitaHsm  would 
spread  everywhere  and  end  international  conflict  for  good. 
Wliy?  Trading  partners  with  similar  economic  systems  don't 
go  to  war.  Samuel  Huntington's  pessimistic  The  Clash  of 
Cimlizations,  in  contrast,  predicted  that  cultiu'e  would  replace 
ideology  as  a  source  of  global  conflict.  Right  now,  Fukayama 
is  looking  good.  But  is  it  only  for  the  moment? 

As  1997  closes,  Asia — the  last  bastion  of  authoi'itarian 
mercantilism — is  under  siege.  The  financial  crisis  is  under- 
mining Indonesia,  Korea,  Malaysia,  Tliailand,  and  even  Japan. 
The  Asian  model  of  closed  command-and-control  political 
economies,  sustained  by  the  ideology  of  "Asian  values,"  is 
proving  siu'prisingly  vulnerable  to  global  competitive  pres- 
sures. It  is  under  strong  pressure  to  open  up  to  interna- 
tional mai'ket  forces  and  investment  by  foreign  bank  creditoi's 
and  the  International  Monetaiy  Fund. 

The  spread  of  liberal  democracy  and  market  capitalism  a  la 
Fukayama  could  reduce  the  conflict  between  Asia  and  the 
West.  Asian  crony  capitalism  creates  huge  overcapacity  while 
damping  down  domestic  consumer  demand.  This  generates  a 
surge  of  exports  that  destabilizes  trade  patterns  and  in- 
creases wage  inequality  within  the  U.  S.  More  open,  demo- 
cratic Asian  economies  would  boost  imports,  free  up  fimds  for 
small  local  businesses,  offer  Asian  consumers  more  choices  of 
goods  at  lower  prices,  and  rebalance  trade. 

There  are  two  caveats  to  Fukayama's  optimistic  view.  Be- 


ware of  the  backlash.  Up  till  now,  the  Asian  syst 
worked  for  Asians,  drastically  reducing  poverty  for  tl' 
es  while  creating  great  wealth  for  the  ehtes.  These  e 
luctant  to  give  up  power,  are  now  leading  public  ca 
blaming  the  U.  S.,  the  IMF,  and  others  for  their  countr 
den  economic  fall  from  grace.  They  are  shifting  their 
sponsibility  to  foreigners.  Japan's  success  at  rebuffing 
forts  to  change  Japanese  export-driven  mercantilisn 
consumer-based  economy  is  giving  other  Asian  leader 
Asia  will  not  choose  market  democracy  easily.  * 

Which  leads  to  the  second  caveat.  Beware  of  til 
The  medicine  Asia  is  being  told  to  swallow  may  if 
sicker.  The  IMF  demands  that  Asia  cut  growth  and  cciji 
tion.  But  that  vdll  lead  to  more  overcapacity  and  expcj^ 
less.  It  will  hurt  consumers,  make  for  lower  wages,  | 
nalize  the  poor  more  than  the  rich.  Japanese,  Americii 
European  banks  should  not  be  allowed  to  squeeze  evv 
cent  out  of  their  troubled  Asian  clients.  After  all,  tho; 
now  clamoring  for  blood  once  lent  huge  sums  based  orla 
credit  analysis.  Why  should  the  IMF  bail  them  out  cop) 
ly?  Sm-ely,  they  deserve  to  take  a  haircut  in  any  debt 
Otherwise,  Asians  will  take  an  even  greater  hit,  {] 
loan  restructurings  will  seem  unfair. 

The  process  of  getting  to  liberal  democracy  in  Asii 
difficult  at  best.  China,  for  one,  remains  a  major 
mark.  A  backlash  could  easily  reestabhsh  Asian  authi 
mercantilism  and  set  the  stage  for  future  clashes.  The 
many  signs  that  Asia  is  becoming  more  open.  But  i| 
fr-om  clear  that  Fukayama's  optimistic  views  will  pre  i 


THE  BULL  MARKET:  KEEPING  PERSPECTIVE 


The  U.  S.  has  had  three  years  of  record  gains  in  stock 
piices.  In  each  year,  people  who  underestimated  the 
rise  lost  out.  This  year,  predicting  the  direction  may  be  even 
harder.  Following  28%  average  annual  appi-eeiations  from 
1995  thi"ough  1997,  the  consensus  for  next  year  is  for  the  mai- 
ket  to  move  up  only  5%  to  6%.  Once  again,  a  surge  may  siu'- 
prise  investors.  But  it  would  be  piiident  to  be  more  cautious. 

To  be  sure,  the  economy  is  roaring  into  the  first  quarter  of 
1998  with  guns  blazing.  Jobs  are  tight,  real  wages  are  rising 
fast,  inflation  is  amazingly  low,  and  interest  rates  are  falling. 
Consumers  have  money — and  the  confidence  to  spend  it. 
Corj^oi-ations  have  cash  on  hand  and  are  pouring  it  into  cap- 
ital investments.  The  fourth  quarter  looks  strong. 

But  there  are  clouds  on  the  horizon  that  should  give  one 
pause.  Both  fiscal  and  monetary  policies  are  tight  all  over  the 
world.  In  the  U.  S.,  federal  and  state  governments  are  all  rxin- 
ning  surpluses  for  the  first  time  in  decades.  Real  interest 
rates  are  high  by  historic  standards.  In  Eui'ope,  the  advent  of 
a  single  caurency  has  governments  cutting  spending  while  hik- 


ing interest  rates.  In  Asia,  the  deflationaiy  wave  is  pic 
steam.  The  world  economy  may  not  be  in  sync,  bin 
siu'e  is,  and  it's  restrictive.  This  has  ah-eady  cut  nearly' 
potential  world  gi'owth  for  next  year  It  could  get  w 

Then  there  is  the  bubble.  As  the  Asian  crisis  shos, 
aggerated  capital  flows  can  distort  investment.  Eco;r 
even  a  New  Economy,  can  grow  too  fast  for  their  owi| 
There  were  times  in  1997  when  the  stock  market  wasN 
running  way  ahead  of  fundamentals  and  exhibiting"' 
tional  exuberance,"  as  Federal  Reserve  Chairma  • 
Greenspan  called  it.  Many  equity  prices  are  back  u ;tl 
again.  Housing  prices  at  the  top  end  are  pretty  wild,* 

It  could  very  well  be  that  the  new  wave  of  corpoi^i 
stnicturing  squeezes  out  enough  costs  to  keep  profit  vi 
gi'owing  and  stock  prices  rising.  From  Genei-al  Electri(^'  ]' 
Boeing  Co.,  manufacturers  are  starting  a  new  round  f 
backs  to  trim  capacity.  Lower  interest  rates  will  al  ! 
cash  flow.  Both  may  more  than  compensate  for  tighto 
Asian  troubles,  and  high  market  valuations.  We  hopeo- 
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i  )i-  (I  Limited  Time. .  A  CD  ROM  PrevieiA'  of 

le  Top  New 
ata  Warehousing 
Dftware 


Now 

Web  Enabled 


\l7ieti  200J)00  IS  maimgers  were  asked  to 
choose  the  toj)  sofiworejor  data  warehousing, 
their  answer  hml  a  familiar  ring: 

SAS"  software  from  SAS  Institute. 

As  the  oiily  end-to-eiid  solution  for  rapid  data 
wai-ehoiising,  SAS  softwair  delivers  everytliing 
yon  need  to  manage,  organize,  and  exjiloit  yoiu- 
Imsiness  data.  Tlie  tools  yon 
nse  to  build  a  data  wai'e- 
hoiise  ai'e  the  same  ones  ased 
to  maintain  it...iim  it... and 
change  it.  PnvX  what's  more, 
everything's  scalal)le.  Jiunp 
iTglit  mto  yom-  enteq  (rise- 
wide  urfonnation  delivei-y 
applications... or  stai!  small 
and  hiiild  on  yoiu-  success.  ' '  ' " 

SAS  software  doesn't  consmne  overhead  for 
dataliase  featm'es  you  don't  need.  And  once  you 
have  data  in  the  wai'ehoiise,  y<»u'll  find  everything 
yon  need  for  data  (p^iery  and  repoiting,  OLAP/ 
multi-dimensional  analysis,  data  mining,  datal)ase 
niiuketing,  tlata  visualization,  and  much  moi  e. 


Datamation 


Procluct 
Year 


DATAMATION 


PRODUCT 

OF  THE 

YEAR  1996 


SAS  Institute 

Software  for  Successful  Decision  Making 

Phone  919.677.8200     In  Canada  1.800.363.8397 

You  can  also  request  your  free  (ID  ROM  hy  visiting 
lis  on  the  World  Wide  Web  at  hllj)://www.sas.coni/ 


E-mail:  bw@sas.com 


SAS  IS  a  registered  trademark  of  SAS  Institute  Inc  Copyright  c  1997  by  SAS  Institute  Inc 


Institute. 


Software 


we  use  a  highly  protective,  eight-step  finishing  process 
that  inchules  a  full-body  powdered  anti-chip  primer  coat 
and  two  separate  clear  coat  applications. 


wnnoui  WIIH 
ANTI-LOCK  ANTI-LOCK 
BRAKES  BRAKES 


Features 
you're  sure  to 
appreciate 


Available 
anti-lock  brakes 
and  traction 
ontrol  give  you 
extra  control 
when  braking 
ind  steering  on 
slick  suifaces. 


Are\ 
tigk 
cinli 
pam 


WithUf 
ston\ 
grabbik 
is  notf 


Caravan 's  available 
all-wheel-drive  system  features 
an  inter-axle  viscous  coupling 
that  automatically  gives 

more  torque  to  the 
rear  wheels  us  needed. 


Caravan 's  available  remote 
keyless  entiy  works  up  to  23  feet 
away.  And  it  includes  a  personal 
alarm  system  that  can  also  be 
activated  by  remote  control. 


7 he  benefits  are 
when  you  opt  for 
elements  under  the  .\ 
rear  wipers  tha^ 
melt  away  ice  aiu 


When  we  redesigned  Caravan  we  rounded 
the  corners  for  a  more  aerodynamic  shape. 

and  still  finind  a  way  to  get  32  more 
cubic  feet  of  room  over  the  previous  model. 


i 

1 
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I 

I 

i 


